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SUMMARY

A body of research exists which suggests that firms founded by entrepreneurial teams are 

more likely to be fast-growing than firms founded by individuals. The objective of this work 

was to investigate the structures and strategies that were employed by small firms, and which 

combination of these might differentiate fast-growth firms firom non-fast-growth firms, and 

firms founded by entrepreneurial teams from firms founded by individuals. In particular, the 

work sought to identify any unique coupling of structure and strategy that distinguished fast- 

growth firms founded by entrepreneurial teams fi-om all other enterprises. As little work had 

been done on the concepts and consequences of entrepreneurial teams, this study began by 

examining the relationship between entrepreneurial teams, small firms, and fast-growth firms. 

An entrepreneurial team was defined as “two or more individuals who have a significant 

financial interest and participate actively in the development of the enterprise”. Firms were 

then classified into fast-growth firms founded by entrepreneurial teams, fast-growth firms 

founded by individuals, non-fast-growth firms founded by entrepreneurial teams, and non- 

fast-growth firms founded by individuals, for the purpose of detailed singular and 

comparative investigation. A detailed exploration of the literature brought the decision to 

examine each of the firm classifications through structures (using the work of Bums and 

Stalker, 1961) and strategies (using the work of Mintzberg, 1979). The primaiy proposition 

was that fast-growth firms founded by entrepreneurial teams would display a unique 

combination of organic stmcture and emergent strategy. Initially five case studies and five 

expert interviews were undertaken as exploratory research. Then, to test the hypotheses, a 

survey of software firms was undertaken in Massachusetts (U.S.A.) and Ireland. The software 

firms had to employ more than five people, be less than ten years old, have its head office 

locally, and be a private company. Of a survey population of 445 firms in Massachusetts, 

there were 77 valid responses, and of 219 firms in Ireland, there were 87 valid responses. The 

data was analysed using the software package SPSS. The principal finding of the study was 

that the coupling of organic and emergent strategy was not unique to fast-growth firms 

founded by entrepreneurial teams either in Massachusetts or in Ireland. There was a 

difference in the manner in which all firms behaved as they matured, with firms in 

Massachusetts moving towards a more deliberate strategy and maintaining an organic 

structure, while firms in Ireland moved towards a deliberate strategy and a mechanistic 

structure. The lessons fi-om fast-growth firms were primarily about mindsets and sharing, 

while much work remains to be done on entrepreneurial teams if their relationship to fast- 

growth firms is to be fully determined and understood.
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INTRODUCTION

When one considers entrepreneurship, the general perception is of a single person establishing 

an enterprise. The entrepreneur is considered to have characteristics that differentiate him or 

her from other members of society. These traits include the devotion to work hard, the desire 

for independence, the ability to gather resources through perseverance, and the willingness to 

take risk. The orthodox view is of exceptional people such as Bill Gates, Rupert Murdoch, 

and Richard Branson building commercial empires from a limited capital base. Since the 

meteoric rise of these people to the top of the business world makes good news stories, the 

media perpetuate the image of an entrepreneur as a lone actor. This work challenges such 

orthodoxy.

Research by writers such as Cooper and Bruno (1972), Timmons and Skinner (1984), Teach 

et Al (1986), Brokaw 1993), and Reynolds (1993) suggested that firms were more likely to be 

fast-growth if they were established by more than one founder. The objective of this research 

was to investigate the structures and sfrategies that are employed by small firms, and which 

combination of these might differentiate fast-growth firms from non-fast-growth firms, and 

firms founded by entrepreneurial teams from firms founded by individuals. In particular, the 

work sought to identify any unique coupling of structure and strategy that distinguished fast- 

growth firms founded by entrepreneurial teams from all other enterprises.

To analyse the firms, it was necessary to identify specific areas of analysis. The issues of 

team formation and interaction were considered to be outside the subject area of expertise of 

the author since it would necessitate focusing on psychology and sociology. 

Similarly, examining how firms were founded was eliminated as the study sought to assess 

the firms as they matured into fast-growth or non-fast-growth firms. A model by Wynarczyk 

et al (1993) relating structure, strategy, environmental setting, and organisational performance 

provided the basis to the study. Different structures and strategies are appropriate to different 

environments, and what would be pertinent to a selected industry may not be relevant to other 

task environments or industries. The environmental setting chosen was the software industry 

because it was a growth industry, there was a higher number of firms established by multiple 

founders than evident in other industries, and this industry could be researched in Ireland and 

America. From the literature review, it was determined that the most appropriate theory to 

employ for the analysis of firm structure was the work of Bums and Stalker (1961), utilising 

the concept of organic and mechanistic structures, while Mintzberg’s (1979) theory of 

emergent and deliberate strategies was utilised for the analysis of firm strategy.

xiv
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General Statement Of The Research Problem

The hterature review generated the following hypotheses:

H I -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an organic structure.

H  2 -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an emergent strategy.

The following objectives were also identified. These were to:

1. Determine the structure and strategy characteristics that differentiate fast-growth firms 

founded by teams firom the other three classifications of firms. This objective is the basis 

to the hypotheses.

2. Determine the structure and strategy characteristics that differentiate fast-growth firms 

from non-fast-growth firms.

3. Determine the structure and strategy characteristics that differentiate firms founded by 

entrepreneurial teams from firms founded by individuals.

4. Contrast the growth strategies (as identified in Chapter 3) for each of the firm 

classifications.

5. Contrast firm profiles for each of the firm classifications.

6. Compare the results of the above objectives for American firms with the results for Irish 

firms.

Outline Of The Thesis

The thesis is presented in seven chapters; Chapter 1 examines the'literature on small firms, 

fast-growth firms, and entrepreneurial teams as the work searches for a relationship between 

these three areas in building a framework for the study. Chapter 2 investigates the various 

theories on the structure of firms before deciding upon the work of Bums and Stalker (1979). 

Chapter 3 looks at the theories on strategy and concludes that the work of Mintzberg (1979) is 

most pertinent to this study. Chapter 4 details the research methodology used in this study 

while Chapter 5 is a review of the software industry in America and Ireland. Chapter 6 

analyses the data generated from the research, and Chapter 7 offers discussion and 

recommendations with regard to the findings.

XV



Chapter 1 -  Arc Fast-Growth Firms More Likely To Be Led By Entrepreneurial 

Teams?

The Hterature review begins with a mapping of the writings on small firms, fast-growth firms, 

and entreprenevirial teams. The chapter commences by setting the context of the study through 

an examination of why small firms have received so much academic attention over the past 

two decades and the impact that this sector of the business community has on employment 

particularly. It was noted that fast-growth firms were the principal providers of jobs and thus 

warranted special attention. The section on fast-growth starts with defining what is meant by a 

“fast-growth firm”, then analysing the barriers to growth, before identifying their role in job 

creation. Thereafter, fast-growth firms are profiled through their organisational 

characteristics, the entrepreneurs that establish such firms, and whether or not they are more 

likely to be founded by an entrepreneurial team. This leads to the question of what is an 

entrepreneurial team, which begins by examining what is a team, and then assesses team 

venture creation, before finally offering a definition of “entrepreneurial team”. The chapter 

concludes by assessing the influence of the industrial environment on small firms, and 

provides a fi-amework fi-om which the rest of the study builds.

Chapter 2 -  What Organisational Structure Is Most Associated With For Fast-Growth 

Firms?

This chapter reviews the literature on organisation structures in order to elicit the most 

appropriate structure for fast-growth firms. The chapter begins with a look at how enterprises 

are formed, then assesses the process of growth through the stages-of-growth models, and 

thereafter considers team development. This leads to a review of theories on the structure of 

organisations that includes work on human resource theory, organisational ecology theory, 

adhocracy theory, systems and contingency theory, before arriving at mechanistic and organic 

organisational designs. The chapter concludes with the proposition that fast-growth firms 

founded by entrepreneurial teams in a growing industrial sector are more likely to use an 

organic structure.

Chapter 3 -  What Strategies Do Fast-Growth Small Firms Ufilisft?

The chapter on strategies commences with a categorisation of strategic choice that includes 

generic competitive strategies, military strategies, germination strategies, intensive strategies, 

integration strategies, and diversification strategies. The chapter then critiques the strategies 

for small firm growth particularly, and examines the empirical research on SME growth

xvi



strategies. The chapter continues with an examination of the relationship between strategy and 

entrepreneurial teams, and thereafter evaluates the various theoretical perspectives, before 

arriving at the concept of emergent and deliberate strategies. The chapter concludes with the 

proposition that fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector are more likely to use an emergent strategy.

Chapter 4 -  Research Methodology

The positivist tradition is the primary methodological approach that underpins this work. The 

chapter initially reviews exploratory, descriptive and causal research, and then states the 

methodological framework, the hypotheses, and how the variables are operationalised. The 

methodological strategy discusses the exploratory research employed, defines the terms used 

in the study, describes the descriptive research, and explains how the sample was designed. 

The chapter concludes with an explanation of how the data was measured, collected, and 

analysed before concluding with an identification of the limitations to the research 

methodology.

Chapter 5 -  Profiling The U.S. And Irish Software Industry

The profile of the U.S. and Irish software industry opens with a review of the software

industry generally in today’s commercial environment. This provides a background to the

more detailed analysis that follows as both Massachusetts and Ireland are profiled through 

employment, revenue, and the number of companies operating in their respective markets. 

The profile of the Irish software industry additionally considers the value of exports, the 

products and services provided, factor and demand conditions, and the role of the Irish 

government. It is from within the context of these environments that the analysis of the survey 

is undertaken later in this work. '

Chapter 6 -  Research Analysis

The analysis of the surveys is broken into three sections:

1. Analysis of the American survey,

2. Analysis of the Irish survey,

3. Comparison between American and Irish surveys.

The results of each survey are analysed by profiling the respondents, then testing the 

hypotheses, and thereafter investigating the results through structures, strategies, growth



strategies, and the characteristics of the firm. The chapter concludes by comparing the 

American and Irish surveys through each of these areas of analysis.

Chapter 7 — Discussion and Recommendations

This chapter is a reflective review of the research study undertaken on ‘Fast-Growth Firms 

and Entrepreneurial Teams’. The chapter is based on the research analysis and the literature 

review, and poses the questions most likely to be asked on what lessons have been learned as 

a result of this study. It particularly addresses the issue of why the hypotheses were not 

unique to fast-growth firms founded by entrepreneurial teams, as well as lessons that have 

been garnered concerning fast-growth firms, entrepreneurial teams, comparisons between 

American and Irish firms, differing approaches to the research, and possible future research 

studies.
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1.1 INTRODUCTION

“It Is Difficult To Clap With One Hand (gu zhang nan ming) ” is an old Chinese saying which 

appropriately opens this work, since what follows explores the notion that having more than one 

founder to an enterprise will more likely lead to the successful growth of a small firm. Although 

many studies have focused on the expansion of small firms, as their rate of growth can appear 

more dramatic than larger organisations, team entrepreneurship as an area of study is only a latter 

day phenomenon. Over the past decade team entrepreneurship has received increased attention as 

a body of research builds which suggests that fast-growth firms are more likely to have been 

founded by entrepreneurial teams (i.e. two or more people establishing an enterprise together). 

The objective of this research is to investigate the structures and strategies that are employed by 

small firms, and which combination of these might differentiate fast-growth firms from non-fast- 

growth firms, and firms founded by entrepreneurial teams from firms founded by individuals. In 

particular, the work seeks to identify any unique coupling of structure and strategy that 

distinguishes fast-growth firms founded by entrepreneurial teams from all other enterprises.

One of the great myths of entrepreneurship has been the notion of the entrepreneur as a lone hero, 

battling against the storms of economic, government, social, and other environmental forces 

before anchoring in the harbour of success. It has been fuelled in the United States by stories of 

the meteoric careers of individuals such as Andrew Carnegie and John D. Rockefeller. Peterson 

(1988) believed that this was due to the fact that entrepreneurship is enmeshed in culture and 

since American society ‘values’ encourage and promote personal and singular achievement, the 

lone entrepreneur reigns supreme. Blackford (1991) suggested that small business owners are 

revered because of their symbolism of self-reliant personal independence. The allegory ofHoratio 

Algier (fictional rags-to-riches story) is sfronger than the reality as it reinforces the fradition of 

individualism upon which so much of American edification is dependent. And because America 

greatly influences international opinion, other countries have conformed to this interpretation of 

an entrepreneur. In Ireland, Feargal Quinn and Michael Smurfit are widely publicised as being 

typical of the ill-defined species, just as Rupert Murdoch is in Australia, and RichardBranson and 

Anita Roddick are in Britain. But, it is also arguable that all exfremely successful enfrepreneurs 

either built teams about them or were part of a team throughout. For example, when one considers 

the success of Apple Computers the name of Steven Jobs immediately springs to mind. However, 

while Jobs was the charismatic folkhero and visionary, it was Steve Wozniack who invented the 

first PC model, and it was Mike Markkula who offered the business expertise and access to

2



venture capital (Sculley, 1988). Reich (1987) argued that the time had arrived for 

entrepreneurship to be reconsidered, for the elevation of the team to the status of hero, and the 

celebration of the image of multiple founders. But such a request not only moves against 

mainstream research and wnting it also disturbs deeply held cultural beliefs and perceptions in 

some countries. In American society, examples o f ‘real’ entrepreneurs are portrayed as those who 

through hard work, innovation, perseverance, and high energy have built considerable personal 

success and wealth from a base of nothing. Anecdotal evidence would also suggest that there is a 

generally held perception in Ireland that becoming an entrepreneur is beyond the capacity of most 

people, since they do not possess the characteristics of those entrepreneurs whom the media 

continually accentuate as typical. Challenging convention is frequently a slow and difficult task, 

as it is seeking to alter or rebuild the fortified mindset of people. When one examines a review of 

entrepreneurial history by writers such as Hebert and Link (1982), or a taxonomy of 

entrepreneurial theories such as by Guzman Cuevas (1994), it is immediately noticeable that 

much of the work on enfrepreneurs since Cantillon has been neatly boxed, categorised and 

packaged. Most of these presentations have followed hackneyed paths already well worn by 

previous writers and researchers. One could contend that the definition of an entrepreneur has 

altered little since Schumpeter’s (1934) interpretation of an entrepreneur as an agent who 

implements irmovations or new combinations in a proactive manner. According to Bygrave 

(1989, 1993) this is because inappropriate methodologies and paradigms were used in this 

relatively new discipline (particularly when one compares it to the basic sciences). The insistence 

by most researchers upon empirically based works has put the focus on medians and averages, 

frequently at the expense of longitudinal studies on individuals or teams. Arguably, research on 

entrepreneurship primarily offers snapshots of medial individuals and organisations when the 

interesting stories are in the outlyers. While this research study may not attain the quantum leap 

desired, in the best spirit of DeBono’s (1995) concept of parallel thinking, it will offer a 

constructive alternative to the representation of the entrepreneur as a solitary performer.

This work examines the relationships between fast-growth, enfrepreneurial teams, structure, and 

sfrategy. It is an odyssey, with Chapter 1 mapping the literature pertaining to: (i) small firms (so 

as to give the work a context), (ii) fast-growth, and (iii) entrepreneurial teams. In Chapter 2 the 

work journeys through the issue of organisation structure, which is interpreted as the arrangement 

of the firm’s hierarchy. Chapter 3 pursues the topic of sfrategy, which is interpreted as the long

term planning for success, before finishing with the offering of an alternative premise to existing 

suppositions. Following the development of the hypotheses through the literature review, the
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work then moves into the primary research stage. Chapter 4 is a detailed account of the research 

methodology employed for this study, followed in Chapter 5 by a chronicling of the U.S. and 

Irish software industry. Chapter 6 offers a discerning analysis of the research data, before the 

work is completed in Chapter 7 with a review of the conclusions and recommendations that have 

arisen from the research. The objective of this opus is motivated by the need to explore the 

contribution of teams to entrepreneurship, and through analysis to identify any unique coupling of 

structure and strategy that distinguishes fast-growth firms founded by entrepreneurial teams from 

all other enterprises.

1.2 SETTING THE CONTEXT

While the issue of small firms is not a critical area of this work, it is nevertheless a surrounding 

element to the study, since the research subject is the small firm. This section paints the 

background scenery to the research by reviewing why the issue of small firms has become 

important in recent years, thereby assisting the reader in understanding the context of the work. 

The increasing interest regarding entrepreneurship and small business practice over the past two 

decades was induced by a number of issues, primarily the questioning of “why big is beautiful?” 

This led to the reappraisal of large corporations and multinational organisations as the 

cornerstone of a country’s economic development and well being. The assumption that these 

enterprises were the primary way forward in the future became uncertain and debatable, and the 

scientific management practices on which they were built were questioned. The world was 

metamorphosing swiftly, principally due to technology, and many of these large entities were 

unable to keep in touch with their markets, since they possessed neither the flexibility nor the 

fluidity to respond to the marketplace with the appropriate speed.

I

The debate on the value of small firms to the economy was fundamentally ignited by the 

publication of Birch’s (1979) research on job creation in America between 1969 and 1976. While 

the study has been widely criticised for its methodology, the work nevertheless generated a 

reaction that continued to grow. Birch’s work offered evidence that 66% of all jobs generated 

during the research period were created not by large organisations but by small businesses. With 

the spotlight turning to small enterprises questions arose as to how more ventures could be 

engendered and what type of people instituted them. Such inquiries in turn brought about the 

flourishment of entrepreneurship research. But as noted previously, Birch’s (1979) original work 

was widely criticised. Bannock (1981) remarked that small firms in the study were defined to
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include subsidiaries and branches of larger enterprises, while Cordtz (1994) observed that if a 

firm employing, for example, 510 workers should make redundant 25 of them, then that firm 

became a small firm that had created 485 jobs. Work by Teitz et al (1981) and Armington and 

Odle (1982) in the United States, and Storey and Johnson (1987) in Britain have shown that the 

figures presented by Birch were significantly overestimated. These authors questioned the job 

creation prowess of small firms generally and suggested that the contribution of small enterprises 

to employment creation had been substantially overemphasised. Three major criticisms of job 

creation studies were generally raised:

1. misinterpretation of the data,

2. problems with the analysis of cross-section employment data by enterprise sizes,

3. problems with analyses of longitudinal data by individual enterprises.

But a number of other common difficulties lay across much of the research. While 

misinterpretation of the data was one dilemma, the quality, completeness and accuracy of the data 

itself frequently was questioned, together with the problems posed by ranged data. Definitional 

issues arose regarding challenges such as determining the true birth date of a firm (as opposed to 

when it was registered for VAT for example), differentiating between ‘enterprise’ and 

‘establishment’, and how these issues might influence final statistics. Another issue of regular 

debate was whether examining the net gains and losses over a short time span was adequate. 

Should cohorts of new firms be tracked over a period of time to determine their real impact on job 

creation, particularly as so many young firms die within two years? Is it the quantity or quality of 

jobs that is being measured? The notion of small firms being scaled down versions of large firms 

was also challenged, an idea which Storey et al (1987) viewed as being wholly inaccurate since a 

number of important distinctions exist. They found that there is a much greater variability in the 

rate of growth and profitability of small firms. Therefore, much of the disputation regarding small 

firms and employment generation has not been concerned with their level of positive impact but, 

as Kirchhoff and Greene (1995) observed, the conflict was engaged in methodologies. 

Additionally, while there is data in abundance to provide evidence of the ability of small firms to 

generate employment, the attention this topic received blinded many writers and researchers to a 

number of other issues. These included the continued impact of large firms on economic growth, 

and the appropriateness of small firms as the panacea to unemployment.

A 1995 Small Business Administration (SBA) report stated that approximately 53.7% of all 

payroll employment in the United States was in firms with fewer than 500 employees, and that 

the greatest gains were in growing industries, with the highest percentage of employment in small
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firms. The report also noted the restructuring of American industry, with sectors traditionally 

dominated by large firms losing their overall employment share, while sectors that historically 

were the territory of small firms were now expanding. Other observations of the report included 

that small firms produce more than twice as many innovations per employee as large firms do, 

and that the continued strong stock market of the time had provided a stimulus to the initial public 

offering and venture capital markets for small dynamic firms. A 1988 SBA report offered figures 

on business compositions by legal form, which were: Sole Proprietorships 69.3%, Partnerships 

10.3%, and Corporations 20.4%. Taking these figures in isolation to reflect the importance of 

small firms would be erroneous since some sole proprietorships have a large number of 

employees (the Mars Candy Company is one example of a sole proprietor with several thousand 

employees). However it should also be considered that from Inland Revenue Services (IRS) 

business tax returns the SBA predicts that approximately 75% of all small businesses do not have 

any employees.

In Europe, the importance of small firms was also being noted. According to a European 

Observatory for SMEs Report (1995), the Europe-16 countries of 1990 (EU-12 and EFTA-4) had 

16.4 million enterprises. Of these, 93% employed less than 10 people and 6% employed between 

10 and 99 people. Total employment in non-primary private sector enterprise was over 100 

million, with micro-enterprises (<10 employees) holding 31%, and small enterprises (10-99 

employees) accounting for 25% of firms. The European Commission (1994) stated that in the 

European Union firms employing less than 100 people constitute 99.4% of the total number of 

enterprises in the Member States. They also have the largest proportion of employees at 54.7% 

but a lower share of turnover at 47.1%. Figures such as these have ensured the further 

enhancement and promotion of this sector throughout much of the economic policy decisions 

emanating fi'om the Commission.

In Ireland, the Task Force on Small Business (1994) suggested that there were approximately 

160,000 firms in the country, of which 97% were small firms employing less than 50 people, 

while 70% of enterprises had less than 5 employees. The establishment of the Task Force and the 

publication of the report were recognition of the swelling prominence of this sector to the 

economy. One view of the economic history of 20* century Ireland would suggest that being a 

former colony of the British Empire, Ireland had followed the path of many other such countries 

(Harper, 1991), who, on independence, suffered the inceptive shock of losing the colonial power 

on which they had become dependent. The nascent resolution was to establish trade barriers
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isolating the internal market from foreign competition. Since this protectionism could not remain 

as the country matured and participated more actively in world affairs, the next step taken was to 

introduce multinationals lured with gifts of significant assistance in return for the creation of jobs. 

While this strategy was beneficial in many respects it was not the sole solution to the long-term 

development of economic prosperity. To encourage indigenous enterprise, the relevant state 

agencies began offering substantial grants to aid the foundation of companies, primarily 

manufacturing concerns. Later, the emphasis was altered to the provision of training, followed by 

mentoring of management, and more recently through focusing on policies that would give rise to 

an entrepreneurial culture. Hart and Harvey (1995) attributed two factors to the change in 

emphasis in Irish industrial policy in the mid-1990’s towards greater indigenous small firm 

development: (1) the slowdown of multinational companies willing to establish a manufacturing 

presence in Ireland due to greater competition from other countries, and (2) the recognition that a 

policy focus on externally owned operations was disadvantageous to the performance of 

indigenous industry, and possibly to the economy as a whole. While this interpretation of 

Ireland’s recent economic history is open to debate, it nevertheless poses questions regarding the 

willingness of successive Irish governments to engender indigenous enterprises as the principal 

route forward to economic prosperity.

Primarily because of the work of Birch (1979, 1987) and his assertions regarding the net job 

creation ability of small firms the central focus of the economic impact of this sector became 

employment. Birley (1986) detected that new firms played a considerable role in creating 

employment, while Kirchhoff and Phillips (1988) determined that increases in small firm 

formation rates had a significant effect on net job creation. In Canada, Warmell (1992) also found 

that small firms were taking a bigger share of the employment market. In Britain similar findings 

were encountered. Doyle and Gallagher (1988) carried out an extension of the Gallagher and 

Stewart (1984) research and concluded that there was a consistent pattern in which small firms 

were net generators of jobs and large firms were net losers. However, they also discovered that 

while new firms and expansions of small firms were creating the jobs, a tendency existed to cease 

expanding employment once they had reached 20 employees. This is markedly different to the 

U.S. where the willingness to expand was diluted having reached 100 employees. It should be 

noted that the original Gallagher and Stewart (1984) work was criticised by Storey and Johnson 

(1986) for the methods used, specifically for estimating new jobs created by firm births, and that 

their results were not comparable with similar studies on Dun and Bradstreet databases in 

America. Ronstadt (1993) examined whether entrepreneurs created higher levels of employment
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with later business ventures and discovered that subsequent businesses were more likely to 

achieve higher job levels. But this proliferation of studies on the ability of small firms to create 

employment encouraged a more blinkered vision of their overall contribution to the economy. A 

number of researchers have questioned the opinion that “small is beautiful” and confronted what 

they viewed as extravagant claims about economic growth being fuelled by an increase in the 

number of small firms. For example, Cordtz (1994) argued that firm size is not a useful predictor 

of employment gains or growth, and that the underlying belief in small firms is being eroded by 

government entrepreneurship schemes that have a mixed record. Cordtz additionally propounded 

that the jobs, which they do generate, are not to the benefit of the worker, since they receive 

lower wages, poorer benefits, and reduced job security.

Although the extent of the growth might be argued, the significance of small firms to a nation’s 

economy has gained recognition. And while the figures can be disputed and each percentage 

point queried and re-evaluated, the central thrust of reports on both sides of the Atlantic remains 

the same: the small firm sector is an important constituent to engendering employment in any 

country. A Global Entrepreneurship Monitor Report (1999) of 10 countries found a strong 

positive correlation between high entrepreneurial activity (i.e. firm start-ups) and a country’s 

economic well being, particularly in terms of economic growth and job creation. Writers such as 

Brady and Voss (1995) praised the performance of small businesses in employment growth and in 

levels of iimovation, success which they attributed to the heavy emphasis by small firms on 

growth, their ability to respond quickly to change, their resilience and flexibility, and their 

concentration on customer service. A common theme, therefore, throughout each of these works, 

and many other similar studies, was that small firms were the primary potential solution to the 

question of job creation. However, it is not the entire small firm sector that affects employment 

creation, but realistically, it is only a handfiil of small companies who grow rapidly into large 

companies. Fast-growth firms are the real success stories, and it is these firms that are the focus 

of this research study.

1.3 FAST-GROWTH FIRMS

As discussed in the previous section, a key area of discussion regarding small firms has been the 

role of fast-growth firms. Many commentators believe that it is a minimal group of enterprises 

germinating rapidly that provide the real growth in jobs and therefore, it is these firms which 

policy makers should be converging upon. But how can small businesses be transformed into



fast-growth firms? As Tuck and Hamilton (1993) noted, despite the magnitude of research on 

small firms, especially regarding growth, researchers are still uncertain why some firms grow and 

others do not when originating from similar circumstances. This section examines what is meant 

by the term ‘fast-growth’, and offers a brief overview of the barriers to growth that small firms 

encounter. The section also investigates the relationship between fast-growth firms and 

emplojmient, profiles the type of organisations that are fast-growth, and sketches the 

characteristics of entrepreneurs who establish fast-growth firms. The section closes by knitting 

these issues together by exploring the empirical evidence as to whether fast-growth firms are 

more likely to be founded by lone entrepreneurs or entrepreneurial teams.

1.3.1 What is ‘Fast-Growth?

Part of the difficulty of achieving consensus regarding how to transform small businesses into 

fast-growth firms originates from the inability to find a settled definition for ‘what is a fast- 

growth firm?’ This question leads to other queries such as - what is ‘fast’? Or whether a business 

must be young to be fast-growth, and over what time period must this fast-growth occur? 

Additionally, the terms ‘fast-growth’ and ‘high-growth’ are used interchangeably when these 

terms are essentially quite different. ‘Fast-growth’ implies growth over time and measurement of 

speed, whereas ‘high-growth’ alludes to quantity. Before arriving at a working definition of a 

‘fast-growth firm’, it is worthwhile initially examining other interpretations of these terms.

Having reviewed research studies related to high-growth firms, Hoy et al (1992) recorded that a 

wide variety of growth measures were used ranging from increased market share or enhanced 

venture capital funding, to growth in revenue, return on investment, or the number of customers 

of a firm. But within these studies, employment was generally the most accepted method of 

measuring growth. This occurs because the data is easily gathered, determined and categorised, 

and because this system is already fi'equently utilised to ordain firm size. Additionally, 

employment figures will be unaffected by inflationary adjustments and can be applied equally in 

cross-cultural studies, although difficulties may arise in determining how one measures part-time 

or seasonal employees. It is also worth noting that while a firm may increase its level of 

employment, it does not necessarily follow that it has expanded its market or financial success. 

Another method of measuring growth is through financial appraisal. Dimensions such as 

turnover, total assets, and profit are used, but given the intricacies of present day accountancy 

practices, the manner in which these figures are presented will be dependent upon the accounting
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policies and procedures of the firm (e.g. depreciation and goodwill valuation). As accountancy 

practices and standards deviate across countries, the opportunity for comparing ‘like-with-like’ 
becomes less feasible.

Another method of measuring growth is through performance in the marketplace. Sales, by value 

or volume, are regularly used to assess growth levels, as is market share on occasions. A 

difficulty with using market share as a measure is that it is dependent upon how a firm defines the 

market. For example, if  a company producing chairs was increasing its share in a declining 

market for chairs then the indication would be that it was doing well. However, the furniture 

market as a whole may be expanding rapidly and accordingly the enterprise’s share in that overall 

furniture market would be declining. Similarly, sales volume may increase but market share 

decrease; sales value may expand but volume can contract. Merz et al (1994) contended that 

entrepreneurship on a continued basis might be best measured by combining two components of 

revenue change - average annual sales growth rate and sales variance over some time period. 

Table 1.1 offers a small choice of the research work available on fast-growth firms and is used to 

give a flavour of the variety of criteria selected.

TABLE 1.1 -  Selected Criteria For Determining A Fast-Growth Firm

Dunkelberg et al (1987) Positive Change in employment, sales, 

satisfaction

Feeser and Willard (1988) Used firms from the ‘INC’ fastest growing 

firms

Gallagher and Miller (1991) Turnover > $5.25m or Employed > 50 within 5
4

Barkham et al (1995) 

Hogan and Foley (1995) 

INC (1995)

Kinsella et al (1994)

Reynolds (1993)

years

Compound Sales Growth > 100% or Aimual 

Sales > $5m per year

Pre-tax Profit > $90,000, Total Pre-tax profits 

>$263,800 and Av. Return on Assets > 37% 

Employment Growth > 100%

Began with < 25 employees , now has > 50 

Compounded Annual Sales Growth
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Gibb and Davies (1993) were critical of the methodological approaches taken in studies of 

growth. They cited the difficulties of uni-variable approaches placing too much emphasis on one 

determinant of growth, of research focusing on sets of factors rather than on inputs into the 

growth process, of weaknesses in methodology, and of the use of matched samples without clarity 

regarding the key criteria in matching. They do acknowledge however that there is no 

comprehensive theory of small firm development that brings all relevant parameters together, and 

that the production of such a theory is unlikely in the near future. While accepting these frailties 

and that each criterion has its positives and negatives, a measurement standard must nevertheless 

be identified to advance a working definition to enable primary research to be furthered. Thus for 

the purposes of this study, a ‘fast-growth firm’ is measured in terms of full-time employees over a 

specified time period. The duration of time is dependent upon the nature of the market and the 

industry, since rate of growth is relative. As the focus of this study is on the software industry, 

using employment as a measure of growth had the benefits of (1) being easily quantifiable, (2) 

making international comparison less complicated (e.g. no adjustments for foreign exchange 

rates), (3) being widely available in terms of industry information (in Chapter 4 the difficulty in 

collecting information on industry revenue figures for Massachusetts is highlighted), and (4) 

companies are more willing to give this type of information. Since the working definition also 

suggests a time period that is relative, the study identified fast-growth firms against industry 

average growth rates calculated for software companies over the firm’s lifetime. The operation of 

these definitions is given in full detail in Chapter 5, together with the various growth rates over 

time in both countries.

1.3.2 Barriers to Growth

If a firm is to achieve sustained expansion, it must satisfy a number of requirements for growth: it 

must increase its sales, it must have access to additional resources, it must expand its 

management team, and it must extend its knowledge base. Each set of requirements establishes a 

different set of obstacles. Some of these barriers are external to the firm, a feature of the firm's 

operating environment that is impracticable to alter. The principal external barriers Barber et al 

(1989) and Bemey (1994) outlined were the labour market, government policy (taxation, 

incentives), and market structures. Much of the empirical work on barriers to growth has focused 

on the external factors. Bums’ (1994) analysis of a survey in five European countries identified 

the greatest barrier as the depressed state of European economies. Second was competition from 

home and abroad, next was the cost and availability of funds (particularly for small companies),
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and finally, government bureaucracy. Grant Thornton International (1995) carried out a survey of 

17 European countries and divided the barriers into short and long-term. The principal short-term 

barriers identified were cost of finance, shortage of orders, and domestic legislation. The primary 

long-term obstacles were limited market demand, accessing new markets, and the cost and 

availability of finance. However, fast-growth firms operate in the same markets as non-fast- 

growth firms, obey the same laws, and experience the same challenges. Yet fast-growth firms 

achieve success while facing external barriers that are common across their particular market.

Arguably, the principal barriers will be internal, generated by the growth of the firm. Bemey 

(1994) noted that the principal internal barriers to growth include psychological/motivational 

factors (low levels of ambition, risk aversion, fear of loss of control), the product (poor quality, 

wrong costs), funding (inappropriate funding/equity), and managerial deficiencies (finance, 

organisational, production, marketing). Terpstra and Olson (1993) also identified the key barriers 

to growth as being internal, with sales and marketing being the most dominant, followed by 

internal financial management, human resource management, and general management. These 

rankings were different to those that they ascertained for the start-up stage of the firm where 

extemal finance scored highly and organisational management issues scored lower. Thus, the 

principal barriers to growth alter with the development of the organisation. While extemal 

barriers are significant at the start-up stage (due to the limited size of the firm), the critical 

barriers become internal as the firm grows. As Peterson et al (1995) suggested, eliminating 

growth defeating management practices might be more important than adopting growth 

promoting management practices. Some of these barriers to growth are perceived rather than real, 

but once they exist in the mind of the entrepreneur they will act as a deterrent to growth 

aspirations and practices. These internal barriers influence the structures and strategies selected 

by managers, impact upon the ambitions of the organisation, and therefore must be considered 

within the context of this study. *

1.3.3 Fast-Growth Firms and Employment

It was suggested in Section 1.2 that it was not the entire small firm sector that affects employment 

creation, but realistically, it was only a handful of small companies who grow rapidly into large 

companies that cause the actual change. Much data has been gathered over recent years on the 

value of fast-growth firms to the economy, and their ability to engender employment in particular. 

Numerous articles (e.g. Deutschmann, 1991; Mangelsdorf, 1992) and books (e.g. M.J. Storey,
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1988) have documented their impact on the economy, just as special annual editions of ‘INC’ and 

‘Fortune’ magazines dedicate themselves to the celebration of fast-growth firms who have 

attained exceptional growth figures over the previous 12 months. However, research studies 

across different countries have demonstrated both the merits and the rarity of fast-growth firms.

In Britain, Storey et al (1987) found that the median fast-growth firm was three times larger in 

terms of assets and employment by their second year than the median non-fast-growth firm. They 

also identified that fast-growth firms were more likely to be owned by directors who were already 

directors of other enterprises, that fast-growth firms tended to start much larger, and that they 

were much more professional than non-fast-growth firms. According to Storey et al, from every 

one hundred small firms, the fastest growing four firms will create half the jobs in the group over 

a decade. These figures were supported by other studies such as Gallagher and Miller (1991), 

Smallbone et al (1993), and Woods et al (1993). As Wynarazyk et al (1993) noted, fast-growth 

firms are likely to have an economic impact that is out of proportion to their numbers. Gallagher 

and Miller (1991) undertook a study contrasting the formation and performance of new small 

firms in two different regions of the U.K. In the South-East, 92% of the jobs were created by 18% 

of the firms, while in Scotland 62% of the jobs were generated by 11% of the firms. According to 

the authors, the lower number of jobs created in Scottish small firms (average for ‘high flyers’ in 

the South-East was 348, while in Scotland it was 160) was due to the choice of industry sector 

and location. These findings have important implications for policy makers as they strongly 

suggest the need for regional policy, in addition to a national strategy. Additionally, these 

findings on the ability of fast-growth firms to mushroom jobs ensured that the concentration of 

interest would remain firmly on the issue of employment.

In contrast to these findings that fostered the idea of fast-growth small firms as the principal 

formula to reducing rates of unemployment, lies the counterargument made by Oakey (1991). He 

suggested that the fixation with the potential of fast-growth small firms (particularly high-tech 

firms) for generating employment distracted attention from the more mature sectors of industry 

where only large firms can compete and where in absolute terms a large number of jobs is 

possible. This viewpoint was endorsed in EFER’s (1995) report on Europe’s 500 Dynamic 

Entrepreneurs as indicated in Table 1.2. The table shows that although employment grew fastest 

in the smaller companies the real gains were made in the larger companies. According to these 

proponents of a more inclusive vision of employment generation, taking a myopic approach to 

addressing the issue of high rates of unemployment would be counterproductive to successfully
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dealing with the challenge. Instead, a sectoral breakdown by industry and firm size followed by 

targeted policies would be more appropriate. In many ways this is similar to the point made 

earlier, that there is a need to employ policies that are tailored rather than attempting to achieve 

general governmental objectives. The principal difference centres about whether that can best be 

achieved by small or large firms.

TABLE 1.2 - Number Of Jobs Created; 1984-94 (By Size Class)

Number of Employees_______________________ % Increase________________Average Increase Per Co.

Less than 10 1900 90

10-49  455 107

50-249  155 186

250 - 500____________________________________ 125______________________________________^

Total 170 185

SOURCE: EFER (1995)

Studies of fast-growth firms were also undertaken in Ireland. The most comprehensive of these 

works was that by Kinsella et al (1994), which offered a detailed breakdown of issues such as the 

entrepreneurial characteristics, financial issues, management, markets and marketing, and 

workforce characteristics. Based on a two-year study of 40 matched firms (80 firms in total) 

which were drawn equally from the Republic of Ireland and Northern Ireland, it identified those 

attributes that set fast-growth firms apart fi-om their peers. For example, they discovered that 

although matched firms shared some characteristics, the fast-growth firms began with a greater 

mass of critical resources that was used to develop and expand the enterprises with greater speed. 

The study found that the average employment level for fast-growth firms in the Republic of 

Ireland was 3.5 times greater than for matched firms. In Northern Ireland the average 

employment level for fast-growth firms was 2.6 times greater than for matched firms. In another 

study, Hogan and Foley (1995) tracked the progress of companies who were placed on the ‘fast 

track’ Enterprise Development Programme organised by the semi-state agency Forbairt, and 

found that 9.2% of the firms on the scheme achieved 62% of the jobs. The results of these studies 

in Ireland have been compatible with the findings in other countries, which is that a small number 

of firms engender a disproportionately high number of jobs.
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What was consistent throughout these research studies was that fast-growth firms were ‘special’, 

that they drew together and utilised resources better than other enterprises. Enough evidence 

exists also to substantiate the claim that they contribute greater rates of employment growth than 

non-fast-growth firms achieve, and this is a critical economic consideration for each of the 

countries considered. For these reasons, fast-growth firms are an important research topic, and 

now subject to a more detailed analysis and thereafter become the central concern to this study.

1.3.4 Fast-Growth Firms As Organisations

In reviewing previous studies on growth, Gibb and Davies (1993) broadly classified prior 

research into four categories; (1) Organisation Development Approaches, (2) Personality 

Dominated Approaches, (3) Business Management Approaches, and (4) Sectoral Approaches. 

Regarding organisation development approaches, Gibb and Davies suggested that the primary 

deliberations concerned the relationship between personal objectives and business goals, the 

stages of growth with associated characterisations, and the impact of networks upon 

entrepreneurial behaviour. In examining growth firms as organisations rather than through their 

founders, Turok (1991) revealed that growth companies were more concerned about increasing 

revenue, were more actively engaged in keeping the enterprise up-to-date, and were also more 

likely to be registered as limited companies than firms who had failed to achieve growth. 

Moreover, Turok stated that growth companies were more likely to be engaged in manufacturing 

activities, although this finding is contrary to the findings of a 3i/Cranfield (1993) study and an 

EFER (1995) study. Bums and Myers (1994) published the results of a survey of over 1350 

SMEs (employing less than 500 people) across Britain, France, Germany, Italy, and Spain, which 

identified what they termed ‘winners and losers’. The principal conclusions were that growth is 

associated with having clear objectives for where the company should be in three years, having a 

product or service that is better or different from competitors, and that' organic growth was the 

approach most often used by successful companies. Overall, they found that businesses were 

more likely to grow if they concentrated on quality, or provided something different from their 

competitors, rather than competing mainly on price. This is a critical point regarding strategy that 

will be returned to later in the work. Siegel et al (1993), in their examination of the Reynolds 

(1993) database, found that growth firms were leaner with fewer managers, had slimmer payrolls, 

and used their assets more productively than non-growth firms. Storey et al (1987) discovered 

that young firms were more likely to achieve greater profitability and grow faster than would old 

firms. While they additionally identified a wide range of contradictory studies on the issue, they
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did state that there was little relationship between the size of the firm and growth rates. However, 

Evans (1987) evaluated the relationship between firm growth, size, and age for 100 

manufacturing enterprises, and determined that firm growth, the variability of firm growth, and 

the probability that a firm will fail decreases as the firm ages. Evans also judged that firm growth 

decreases at a diminishing rate with firm size. What is consistent among all of the studies is the 

relative lack of agreement as to the principal organisational factors that lead to the growth of a 

firm. Storey (1994) sought to bring together many of the key factors identified in earlier studies to 

aid the analytical process.

TABLE 1.3 - Factors Influencing Growth In Small Firms

ENTREPRENEUR FIRM STRATEGY

Motivation Age Workforce Training

Unemployment Sector Management Training

Education Legal form External equity

Management experience Location Technology

Number o f 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)

Storey (1994) suggested that instead of examining descriptive models, researchers should utilise 

prescriptive paradigms, and that there was significant merit in considering the growing small firm 

through a categorisation combining the following components: entrepreneur, firm, and strategy. 

As can be seen in Table 1.3, he identified key elements to each component, and argued that all 

components need to combine appropriately for the firm to achieve rapid growth. Less rapidly
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growing, no-growth or faihng firms may have some appropriate characteristics in the 

entrepreneur, firm or strategy areas, but it is only where all three combine that the fast-growth 

firm is found. Each component provides a distinctive contribution; the entrepreneur can be 

identified prior to start-up, the firm reflects decisions made upon start-up, while strategy 

determines its rate of growth. But accurate prediction is more beneficial to the entrepreneur than 

historical description, and Storey's mechanistic approach ignores the chemistry or bonding that 

unites these properties for success to occur. Neither is it correct that a fast-growth firm must be 

strong on each element listed above, as numerous examples exist of firms that have achieved fast- 

growth without possessing each of these elements. However, as an analytical tool it is useful for 

dissecting firms to discover relevant issues.

In attempting to separate the attributes of the entrepreneur fi-om the characteristics of the firm, 

one is reminded of Yeats’ idea of ‘how can we separate the dancer fi'om the dance?’ The profile 

of the firm is a reflection of decisions taken by the entrepreneur. Acceptance of this viewpoint 

could then lead one to seek a more complex model that incorporates the activities of the 

entrepreneur and the firm. This requires an understanding of the entrepreneur who brings together 

a variety of inputs that can alter over time, since the entrepreneur operates in a dynamic 

environment. Therefore, the next section examines the research on the personality approaches, 

which traditionally was the focus of economists, before being elaborated upon by sociologists and 

psychologists.

1.3.5 Profiling the Entrepreneurs of Fast-Growth Firms

A number of studies have been carried out to assess the profile of entrepreneurs that bring about 

fast growth in small firms. Barkham et al (1995) drew up a list of characteristics that they found 

were strongly associated with entrepreneurs from faster growing companies. These included; 

younger owner/managers do better, shared ownership (the presence and influence of others led to 

accelerated growth), multiple ownership of firms (those who had several companies did better), 

and membership of a professional organisation. 3i /Cranfield European Enterprise Centre (1993) 

carried out a survey of privately-owned middle sized companies that had experienced rapid 

growth over the two year period studied and found that 46% of the entrepreneurs were aged 

between 40 - 49 (with 20% between 30 - 39). Interestingly, the report also stated that 80% used 

retained profit and 22% used long-term debt to finance growth, which was similar to an EFER 

(1995) survey of Europe's top 500 dynamic entrepreneurs that also found that most of the finance
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for growth was self-generated. Additionally, they found that the typical "European Dynamic 

Entrepreneur" was male and aged 40-45. Less than one-in-eight had a post-graduate qualification 

and fewer than one-in-four had the equivalent of a first degree. Macrae (1991) argued that the 

chief executives of high and low growth firms were equally motivated and were likely to operate 

in markets of similar growth. The differences, however, were that the chief executives of fast- 

growth firms were significantly more educated, had taken more business training, had more 

management experience, placed a greater emphasis on the management of their people and the 

positioning in the market of the enterprise, than the chief executives of non-fast-growth firms. 

However, this would not be considered accurate generally. Turok's (1991) study of firms in West 

Lothian indicated no significant statistical differences between growth and stable firms by way of 

an entrepreneur's age profile, education/training, previous employment status, prior work 

experience, or motives. Other offerings on the characteristics of entrepreneurs who lead fast- 

growth firms have included: the need for significant experience at mid-management level (Teach 

et al, 1986); the misconception of the benefit of previous start-up experience (Chambers et al, 

1988); future orientation with regard to gathering information (Ginn and Sexton, 1989); and the 

willingness to become involved in situations with uncertain outcomes (Sexton and Ginn, 1990). 

Begley (1995) examined a sample of CEOs from the New England region, and of the tests used, 

none were effective in creating a distinct entrepreneurial profile. What is clear fi’om these studies 

is the inconsistency of the findings once again. Profiling the ‘fast-growth entrepreneur’ is a 

fiuitless pursuit, since no singular set of criteria can be established. Just as ‘hunting the 

Heffalump’ (Kilby, 1971) became a popular research activity in previous years, becoming 

overconcemed with developing a definitive identikit of the entrepreneur who establishes a fast- 

growth firm is a regressive research activity. This is because it can lead key players (support 

agencies, venture capitalists, banks, etc.) to eliminating potential successes due to their perception 

of an individual’s failure to meet a set criteria of entrepreneurial prerequisites. At best, a normal 

distribution can be determined that will offer a perspective of the most common and least 

common characteristics of entrepreneurs who have founded fast-growth firms.

Moving away fi:om personal characteristics. Storey et al (1987) examined the motivations 

business people have for growth and suggested that it was either due to a desire to maximise 

profits, to increase personal income, to enjoy economies of scale, or to fulfil potential sales and 

asset possibilities. But these alone do not explain why people expand their business. Others seek 

growth for security, to gain an edge over competition, or simply because they are driven by the 

need for achievement. Feeser and Watson Dugan (1989) concluded that founders of fast-growth



firms were motivated by a desire to control the kind of work that they undertake. Hay and 

Kamshad (1994) suggested that one of the major limitations to growth was management 

aspiration, since many owner-managers evade growth in favour of other objectives. This would 

be particularly true for ‘lifestyle entrepreneurs’. A study carried out by the Cambridge Small 

Business Research Centre (1992) found that 64% of firms surveyed expressed that their objective 

was to grow moderately over the next three years, while only 23% wished to grow substantially. 

However, Storey (1994) questioned these statistics, arguing that there were a number of reasons 

for the gap between those expressing a desire to grow and the proportion of firms who have 

actually achieved growth. The first is that those firms who do not seek growth are reluctant to say 

it publicly. Secondly, the interpretation of the definition of 'growth' may differ between those 

asked in advance and those measured later. Thirdly, there are firms who may wish to grow but 

have not been able to do so. It was the proposal of Beaver and Jennings (1995) that policy makers 

should concentrate their scarce resources on those who are stimulated to grow, so as to benefit a 

wider group of stakeholders than just the personal ambitions of the entrepreneurs. The mindset of 

the entrepreneur is a major influencing factor in targeting and achieving growth, but the difficulty 

for policy makers is in determining how does one identify and measure such mindsets.

Thus far. Section 1.3 has delivered a working definition of what is fast-growth, identified the 

principal barriers to growth and how they change over time, and concurred on the importance of 

fast-growth firms to the creation of employment. However, it has also noted the lack of clarity 

regarding the characteristics of fast-growth firms, or their founders. Because people possess 

varying characteristics and different career motivations, attempting to place any particular traits 

as primary requirements to becoming the founder of a fast-growth firm is fraught with 

difficulties. The ‘desire’ to grow a firm is certainly a critical element of achieving fast-growth, 

but how is that desire characterised and gauged? Distinguishing characteristics are difficult to 

determine. However, one characteristic that arose in a number of the istudies referenced (e.g. 

Barkham et al, 1995) that can be measured, was that a firm was more likely to achieve fast- 

growth if it had multiple founders. Therefore, the question of whether a fast-growth firm is more 

likely to be founded by a lone entrepreneur or by an entrepreneurial team is to be addressed next.

1.3.6 Lone Entrepreneur or Team?

The final area of inquiry in this section is assessing whether lone entrepreneurs or entrepreneurial 

teams are more likely to establish a fast-growth firm. The traditional image of enterprises being
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established by lone entrepreneurs has been challenged in recent years (Harvey and Harrison, 

1992; Reynolds, 1994), most particularly in terms of fast-growth firms. The apparent key to 

success in growing a small business according to Stevenson and Jarillo-Mossi (1986), 

Wynarczyk et al (1993), and Chandler and Baucus (1996) was the ability to assemble a strong 

team, since growth involved greater complexity, and that successfully managing the resulting 

intricacies requires teamwork. Indeed, Chandler and Baucus (1996) associated the stability of 

founding teams with sustained growth.

An increasing body of research evidence suggests that, to establish a fast-growth firm, an 

entrepreneurial team is the more appropriate form of venture creation. According to Timmons 

(1994) a substantial amount of research, as well as practical experience, confirms that a team 

grows a business while a solo entrepreneur makes a living. Cooper and Bruno (1977) carried out 

a study of 104 high-technology firms launched in the 1960's and, of the high-growth firms, 83.3% 

were formed by teams. In contrast only 53.8% of the discontinued firms were formed by several 

founders. Obermayer (1980) discovered that, of 33 successful high-technology companies, 23 of 

them were founded by teams. Timmons and Skinner's (1984) study of Route 128 companies 

foimd that 70% of the top 100 had multiple founders. Teach et al (1986) surveyed 237 

microcomputer software enterprises and over two-thirds had two or more founders, and 

concluded that larger venture teams were more successful on average than individual 

entrepreneurs. But then as Holt (1992) observed, 60-70% of high-technology based ventures are 

started by founders with partners. Such a level occurs less frequently with non-technical 

enterprises. Brokaw (1993) examined the 1992 INC 500 fastest growing companies in the U.S. 

and found that the successful start-ups were more likely to be team efforts made up of 

interdependent and multitalented people. Of the youngest of these INC 500 companies (those 

formed in 1985, 1986, or 1987) almost two thirds were started by partnerships. Reynolds (1993), 

in his study of 1709 businesses in Minnesota and Pennsylvania, found that 6% of 'hypergrowth' 

companies were founded by a single person, 54% had two founders, and 40% had three or more. 

EFER's (1995) study of Europe's top 500 dynamic companies discovered that the majority started 

as partnerships. Based on research of a small number of Irish and Finnish companies, Feeney 

(1993) argued that the founding of SMEs by teams will positively influence the growth rate of an 

SME. Kinsella et al (1994) discovered that, in the Republic of Ireland, the average number of 

people in the team at start-up was 1.9 people in the fast-growth firms and 1.6 people in the match 

firms. This was a small variance but a localised indication of the leaning towards teams. In these 

works, a ‘founder’ is a person who has an equity stake in the firm. Therefore, what these studies
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suggest is that there is a growing body of evidence that persuasively substantiates the claim that a 

fast-growth firm is more likely to be founded by an entrepreneurial team than by a lone 

entrepreneur.

However, Willard et al (1990) and Wynarczyk et al (1993) disagreed with this evidence. For 

example, Wynarczyk et al found no major differences between fast-growth and match firms 

according to their dimensions of teamworking. They argued that fast-growth firms regard 

teamworking as the inevitable consequence of operating a constantly changing organisation, 

whereas the match firms saw teamworking as inevitable due to the small size of the firm. But 

these authors were referring to ‘management teams’ as opposed to ‘entrepreneurial teams’. This 

distinction in ownership is critical to the understanding of the remainder of the work. An 

‘entrepreneurial team’ refers to a group of individuals who founded the enterprise (probably) and 

have an equity stake in its ownership. A ‘management team’ refers to a group of individuals who 

hold a management position but all of whom will not have an equity stake in the firm. The 

evidence clearly indicates that firms founded by entrepreneurial teams are more likely to be a 

fast-growth firm, while the evidence regarding management teams found no difference between 

fast-growth firms and match firms. In interviews with Professors Bygrave, Timmons, and 

Stevenson later in the work, the reason offered by each person as to why fast-growth firms were 

more likely to be founded by entrepreneurial teams as opposed to management teams, was the 

same: an individual is risking their own capital. This links also with the earlier discussion on the 

desire and ambition to succeed.

It is the contention of this work that given the increasingly complex and competitive commercial 

environment and the limitations of dealing with it alone, launching with an entrepreneurial team 

will give new ventures better possibilities, not only of surviving but of thriving. AsEisenhardt 

and Schoonhoven (1990) attested, large teams offer more skills to build strategic alliances, to 

raise money and to meet potential customers. There is also empirical evidence that the probability 

of becoming a fast-growth company will be positively influenced by the enterprise being founded 

by an entrepreneurial team. The argument that teams make little difference to a firm’s growth 

potential since all firms utilise teamworking in some capacity is rejected for entrepreneurial 

teams, although it is accepted for management teams. This is because firms established by 

founders who have taken a financial risk are likely to possess a stronger desire to succeed than 

firms that are managed by individuals who are taking no financial risk. Since an entrepreneurial 

team may enhance a firm’s performance, a deeper understanding of its nature is now required.
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1.4 DEFINING ^ENTREPRENEURIAL TEAM’

While Reich (1987) proposed that entrepreneurship should be reconsidered with the team as hero, 

a number of other writers saw matters differently. Shaver and Scott (1991) were of the opinion 

that while team entrepreneurship is important, a single person is still required in whose mind all 

of the possibilities come together, who believes that innovation is possible, and who has the 

motivation to persist until the job is done. Casson (1982) saw the entrepreneur as someone who 

specialises in taking judgmental decisions about the co-ordination of scarce resources. Therefore, 

an entrepreneur is a person - not a team, or a committee, or an organisation - since only 

individuals can make decisions. Timmons (1994) balanced such an issue by writing that within a 

team there will exist a lead entrepreneur who creates the vision and then gathers others about 

them who share that dream. In-depth qualitative research by Grant (1993) offered evidence to 

support the notion that commercial prosperity was optimised when the lead entrepreneur and the 

venture team possessed a variety of financial, experiential, mental and emotional resources. 

However, as relatively little has been written on this subject area, it is necessary to begin the 

exploration of entrepreneurial teams by initially attaining a better appreciation of what is meant 

by ‘team’, then assessing how team ventures are created, before finally offering a definition of the 

term ‘entrepreneurial team’.

1.4.1 What is an ‘Entrepreneurial Team’?

One of the challenges to probing the issue of entrepreneurial teams is in determining what is a 

team. With regard to this research study, it is important to differentiate between three types of 

teams: (1) entrepreneurial teams, (2) management teams, and (3) work teams. Much of the work 

by writers such as Belbin (1981, 1994) and Katzenbach and Smith (1993) has examined teams 

from the perspective of organisational behaviour. They investigated varidus elements within the 

structure o f the team, rarely venturing to examine how teams might have been formed outside the 

organisation. Books on work groups (e.g. Napier and Gershenfeld, 1993) predominantly 

investigate group dynamics within the company. Additionally, while the analysis of teams 

occasionally moved outside the work environment and into areas such as sport (Carron, 1980), 

studies on work teams have consistently failed to offer innovative insights on team formation in 

new venture creation. Stewart's (1989) work on team entrepreneurship was offered as a 

celebration of collective entrepreneurship but it simply examined holistic strategies within an 

existing organisation. These work teams are clearly not pertinent to this research since they focus
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on people that neither own nor manage the firm. Work teams predominantly undertake projects, 

which is not within the parameters of this research. Earlier in this chapter, the differences 

between management teams and entrepreneurial teams were highlighted. Since the evidence fails 

to demonstrate that the presence of a management team is likely to engender fast-growth in a 

firm, and as ownership is suggested as a key component of the desire to succeed, it has been 

determined that management teams are similarly outside the parameters of this work. To reiterate, 

the objective of this research is to investigate the structures and strategies that are employed by 

small firms, and which combination of these might differentiate fast-growth firms fi"om non-fast- 

growth firms, and firms founded by entrepreneurial teams from firms founded by individuals. 

‘Founded’ is taken to mean the establishment of a firm with one’s own capital investment, and 

therefore, to maintain a clear focus on the research objective, both work teams and management 

teams are considered outside the boundaries of this study.

The notion of entrepreneurial teams as an area of research is relatively recent. As Kamm et al 

(1990) highlighted, teams are significant to researchers and entrepreneurs in two ways: (1) they 

occur more frequently in new venture creation than the entrepreneurship literature leads one to 

expect, and (2) they affect the firm’s performance. Given that entrepreneurship literature reflects 

the myth o f the entrepreneur as a lone actor, a sizeable gap exists in the normative and empirical 

literature on the subject of entrepreneurial teams. Kamm et al identified six key questions that 

they believed needed to be addressed. These included queries on what was the relationship 

between the new business concept and the entrepreneurial team, where might individuals or 

groups look for partners with whom to work, and what are their criteria for selecting partners. 

While previous studies had dealt with issues such as work teams and management teams, this 

work by Kamm et al was one of the first to question how a group of people came together prior to 

establishing an enterprise. It sought to offer a structure to the process and to the psychological 

patterns of those involved. »

While Bird (1989) offered the thought that there is some depth of research concerning 

entrepreneurial teams, she did point out that it was relatively sparse and largely anecdotal. A 

number of writers (Vesper, 1990; Kamm and Aldrich, 1991; Harrison and Leitch, 1995) have 

briefly discussed the advantages of combining talents to create and advance an enterprise. These 

benefits included pooling financial and physical resources, spreading risk and anxiety, increasing 

the stock o f skills and expertise available, and compensating for individual weaknesses. Kamm et 

al (1990) highlighted a number of studies that have been carried out regarding the level of
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existence of entrepreneurial teams. However, many of these focused not on the merits of 

entrepreneurial teams but on the obstructions that they faced. When researching entrepreneurial 

teams, a number of issues arise immediately, for example the optimal number o f members, the 

type of venture that is being created, and the timing of members joining the team. Indeed, another 

problem with reference to team formation and new venture creation is which comes first; the idea 

or the team?

1.4.2 Team Venture Creation

Generally, when new venture creation is considered, it is assumed that a lone entrepreneur will 

establish the enterprise, and that he or she will then build a management team about them. In 

examining team formation, Bird (1989) drew on social psychology and using a combination of 

dyads and small groups identified five key stages through which a team proceeds: attraction, 

bonding, projection, conflict, and development. But Bird believed that although teams may be 

necessary for certain t}^es of new ventures to be successful, potential entrepreneurs may lack 

incentive to even consider forming them because of an ignorance of the benefits of 

entrepreneurial teams, due primarily to the promulgation of individual accomplishment.

Kamm and Nurick (1993) offered a model that deals specifically with venture formation by 

teams. It presupposes that the process of enterprise creation occurs in stages with the idea coming 

first and then the implementation. During the idea stage an individual or a group may recognise 

an opportunity within the context of their social networks and determine whether the concept 

should be further developed. The implementation stage requires decisions regarding the supply of 

resources, the inducements used to attract partners, and team maintenance. Feedback loops offer 

the possibility of reviewing or renewing earlier choices. This ‘Decision Making Model of Team 

Venture Formation’ follows an a priori sequence of transitions, and is useful when considering 

selection and recruitment decisions regarding team members. It additionally offers insights about 

the conception, gestation, and birth of firms founded by entrepreneurial teams. Katz (1993) also 

investigated the issue of organisational emergence through group formation, but instead of seeing 

group development proceed in an orderly manner, he suggested that their progress is more 

dependent on time and task demands than on stages of development.

Muller-Boling (1991) offered a framework for venture team start-ups (Figure 1.1), and believed 

that the success of venture teams was dependent upon four factors: macro-social environment.
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person and partner, business planning, and start-up firm. Muller-Boling recognised the growing 

number of venture team start-ups and their increasing importance, but bemoaned the lack of 

empirical evidence on this subject area. The benefit of the framework was that it was an original 

attempt to bring together the key components when establishing a team venture. However, his 

framework is based upon research of the individual components, each of which only fleetingly 

considered teams within the data analysis. Therefore, while it overtly suggests an insight into 

venture team start-ups, it actually offers little that is different fi’om what can be found on start-ups 

by individuals. Indeed, no models or frameworks exist that truly offer a deeper comprehension of 

the dimensions and their relationships when establishing a team venture.

FIGURE 1.1 - Conceptual Framework For Venture Team Start-Ups

----------------------- Macro-Social Environment---------------------
♦General Context Of The Start-Up 
‘ Special Infrastructure

Business Planning 
♦Business Plan
♦Process O f Business Planning

Person And Partner 
♦Personal Attributes 
♦Personal Behaviour 
♦Micro Social Environment

Start-Up Firm
♦Process O f Business Start-Up 
♦Structural Aspects —

Success Of Business Start-Ups 
♦Economic Success 
♦Non-Economic Success

SOURCE: MuUer - Boling (1991)

While few works specifically dissect the formation and maturing of (entrepreneurial teams, 

enough research exists to offer guidelines that signpost the primary requirements in developing 

such a theoretical construct. In this section the author introduces a basic model for firms founded 

by entrepreneurial teams. Three dimensions were clearly identified in the literature that needed to 

be distilled: the idea, the team, and the implementation o f the idea. However, each dimension 

holds difficult questions:

1 The Idea - when does the idea come into existence? There are two possibilities. The first is 

that the idea is conceived by an individual before the formation of the team, in which
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situation does the idea belong to the individual or the group? And does the individual 

undertake the research and evaluation with or without a team? Perhaps it was through the 

team that the idea was brought to fruition. The second possibility is that the idea is created 

and developed by the team and has been conceived for the specific purposes of the team. In 

such a circumstance then it was an event that brought the team together as opposed to an idea.

2. The Team - much depends on whether the team came into existence before the idea was

formulated or afterwards. If the idea was formed first by an individual then that person would 

be the ‘lead entrepreneur’ who will make the initial decisions on the composition and 

behaviour of the team. Cachon (1990) identified four types of team compositions: Husband 

and Wife, Family Related, Partners, Short-Term Partners. If the team was formed to initiate 

an idea then timing becomes more difficult to pin down. If there are any separations, to whom 

does the idea belong since there is likely to be a lead entrepreneur?

3. The Implementation of the Idea - the implementation of the idea will incorporate

evaluation, commercialisation, and control. The business appraisal and assessment of the

resources required should also be dealt with at this stage of the process. It could also occur 

when the idea is not implemented due to a poor evaluation of the opportunity or the break-up 

of the team. The management team may be developed at this time should further skills be 

needed before finally implementing the idea.

Figure 1.2 is a synthesis the author has developed which elucidates the process of enterprise 

formation when teams are considered. It embodies all of the difficulties raised above, while also 

being cognisant of the research and opinions of the writers discussed earlier. Due to the influence 

of environmental forces it is constantly open to change and redirection. However, the basic 

process would remain stable. The genesis may occur with the inception o f an idea or 

materialisation of a triggering event. When an idea provokes the process, then an individual or a 

team that has been assembled can further such an occurrence and the idea is then evaluated in 

greater detail. However, occasionally an event happens which propels an individual or an 

assembled team to commit themselves to beginning an enterprise, and then they go in search of 

the idea, which is then evaluated. The procedure then flows through a moulding of required 

resources, the development of the team, before launching with the implementation of the 

business.
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FIGURE 1.2 - Process Of Enterprise Formation

Idea Event

— Individual Team Individual Team

Idea Evaluation

Resources Required

Team Development

Implementation

Because of the inadequacy of existing models on team venture creation, Figure 1.2 was developed 

to offer a perspective on how entrepreneurial teams create a venture. It draws on the work of 

Kamm and Nurick (1993), Muller-Boling (1991), and other writers on both new venture creation 

and teams, in an attempt to distil the process that a team might go through in establishing an 

enterprise. However, it is not necessarily true for a new venture to follow this process step-by- 

step. For example, the resources may be gathered in tandem with the development of the team. 

This latter stage is the enhancement of the founding members either through the development of 

an individual’s abilities, the introduction of additional team members where weaknesses exist, or 

through the employment of qualified personnel into salaried positions. Furthermore, the gathering 

of resources and the development of the team would frequently be incomplete when the idea is 

implemented. However, the issues of resources, complementary team, and opportunity evaluation 

must have been addressed in some form before the business has been started, even if it has not 

been carried out in a conscious or formal fashion. While the above diagram gives an overview of 

the process of team venture creation, it nevertheless does not address the issue of defining the 

term ‘entrepreneurial team’. As already alluded to in this section, there is a meagreness of work in 

this area, and a possible reason for such scarcity of composition is the challenge that exists for
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researchers in defining what an entrepreneurial team means and how it can be defined. This issue 

is addressed in the next section.

1.4.3 Definition of an ‘Entrepreneurial Team’

The clarity of purpose of this study would be aided by a lucid definition of entrepreneurial teams, 

but given the paucity of research into teams at start-up already mentioned, there are few existing 

definitions on which to build. The clearest contribution is the definition presented byKamm et al 

(1990), who said that an entrepreneurial team is two or more individuals who jointly establish a 

business in which they have equal financial interest. These individuals are present at the pre-start- 

up phase of the firm, before it actually begins making goods or services available to the market. 

The author however, would disagree with two substantive elements of this definition: (1) the 

inclusion of the term ‘equal’ financial interest, and instead would propose that a more open 

interpretation of financial interest is required, and (2) the focus on ‘pre-start-up’, since an 

individual could possibly become a team member at any point in the maturation of the firm. The 

definition should additionally concentrate on new venture creation rather than on team 

development within an established organisation.

An entrepreneurial team is defined in this study as “two or more individuals who have a 

significant financial interest and participate actively in the development of the enterprise”.

The purpose of ‘significant financial interest’ is in recognition that only sporadically would all 

partners have equal financial interest. It also eliminates those who have invested small sums of 

money, as they are unlikely to be critical constituents of the team. It additionally recognises that 

financial interest may be the result of ‘sweat equity’ rather than capital funding. However, the 

question of what constitutes ‘significant’ remains undefined and should only be dealt with given a 

specific context. The intent of the phrase ‘participate actively’ was designed to eliminate sleeping 

or silent partners (i.e. those who invest capital but do not involve themselves beyond seeking a 

return on their investment). Moreover, the definition excludes venture capital firms, banks, and 

other investment institutions since it is only concerned with individuals. A final point of note to 

the definition is that it was with regard to ‘the development of the enterprise.’ This acknowledges 

the dynamic nature of the enterprise and accedes to the prospect that team members can join at 

any stage of the maturation of the firm. Therefore, the definition is not restricted to pre-start-up 

but embraces the concept of entrepreneurial teams as fluid and evolutionary.

28



The definition enables work to progress with clarity on what this study considers to be an 

entrepreneurial team. It possesses flexibility in both the number of people being members of the 

team, and how and when they might join the team. It additionally is elastic in the level of 

financial interest an individual might have in the company since such a figure is always likely to 

be variable. Finally, the definition reaffirms the dynamic nature of firms through its assertion of 

an enterprise developing over time. This work is concerned with the differences between the 

performance of firms founded by lone entrepreneurs compared to firms founded by 

entrepreneurial teams. Therefore it was imperative to examine the literature in the area of 

entrepreneurial teams to develop a greater understanding of their nature and of the process of 

team venture creation, before determining what is meant by the term ‘entrepreneurial team’.

1.5 THE INFLUENCE OF THE INDUSTRIAL ENVIRONMENT

Fast-growth firms, either led by lone entrepreneurs or by entrepreneurial teams, do not occur in 

isolation of the environment that surrounds them. They are influenced by the sector of the 

economy in which they participate, the stage of evolution of that sector, the structure of the 

marketplace, and whether the attendance or absence of pricing disequilibrium exists in that 

domain. Thus, recognition of this fact must be adopted when explaining or predicting new 

venture performance. As Cooper (1993) detected, a key factor of success for a firm lies in 

environmental developments, although he did concede that the ability to predict performance 

remained limited. Chaganti (1987) examined 1217 firms in three stages of an industry life-cycle: 

(1) growth, (2) maturity, and (3) decline. He discovered that different growth environments 

require dilYerent strategies, which meant that dexterity was a requirement for firms if  they wanted 

to expand. Steams et al (1990) analysed 1900 firms and revealed that firm survival was dependent 

upon the interaction between industry and strategy, although McDougall et al (1992) argued that 

no single strategy could be broadly prescribed across different industries. Covin and Slevin 

(1990) classified the environment in terms of emerging, growing and mature industries. The 

result of their study suggested that new venture performance was influenced by the fit between 

strategic posture, organisation structure and industry life-cycle. Therefore a fast-growth firm 

requires a structural and strategic match between the firm and the industry for that time period. 

While this endorses the existence of multifaceted industry conditions, it also encompasses the 

notion that firms differ greatly in measure and capacity. Thus, what emerges from these works is 

a series of linkages that will guide this research study: entrepreneurial teams are more likely to
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establish fast-growth firms - fast-growth firms are influenced by their environment - the 

environment influences the choice of organisation structure and strategy. Therefore, if one 

accepts that performance is contextual to the environment, then it is important to this work that an 

overview of the literature on this theme is considered.

Understanding the nexus between environment, performance, strategy, and structure has been the 

recipient o f prior attention fi'om writers. Fombrun and Wally (1989) discovered that contrary to 

expectations, the relationship between strategy and structure failed to demonstrate a significant 

effect on the levels of performance of those enterprises scrutinised. Carter et al (1992) also 

expressed surprise that strategy did not directly predict new venture survival, although they did 

find significant strategy/industry interactions in the construction, retail and consumer services 

industries. Kunkel and Hofer (1993) put it more curtly by arguing that industry structure has less 

of a direct impact on new venture performance than previously hypothesised. Despite these 

negative perspectives on the relationship between industry structure and firm performance, there 

exists a substantial body of work that would view the correlation positively.

A simple system of examination relating the industry sector to the performance of a firm is of 

limited benefit, and therefore a number of researchers sought ways to capture the greater 

complexity of the circumstances linking new venture creation to performance through 

multivariable analysis. Sandberg’s (1986) proposal stated that NVP = /  (E,IS,S) with the 

dependent variable being new venture performance and the independent variables being the 

entrepreneur, the industry structure, and strategy. This idea introduced an alternative to the more 

linear paradigms available, and also included the contribution of industry structure and venture 

strategy to the resulting performance. A model grounded in extant theory of strategy, 

entrepreneurship theory, and organisation theory, was devised by Keats and Bracker (1988). This 

model of small firm performance provided a novel formulation of relationships between owner
I

characteristics and behaviours, contextual factors, and performance outcomes. The focus of the 

model concerns the conduct and performance of the individual firm while acknowledging the 

influence of industry attributes. However, akin to Sandberg’s Model (1986), it excludes the 

relevancy of the firm’s structural decisions and places emphasis on the owner/manager as a 

solitary management figure. While accepting this may be the situation for many small firms, it 

may not be pertinent to fast-growth firms since the need to gather other expertise at the top 

becomes important to the continued growth of the organisation. These multivariable models do 

not provide the balance between decision making, industry and performance required for this
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study. As previously stated, this work is not concerned with the traits of the entrepreneur, or the 

germination process of an entrepreneurial team, but searches for a framework that relates 

structure, strategy, performance, and industry setting.

Fry and Killing (1986) sought to balance a wider variety of elements in their Diamond-E 

Framework (Figure 1.3). Although this framework is principally concerned with strategy, the 

manner in which each variable directly or indirectly relates to the other variables offers 

progression towards a more multifaceted model relating firm predilections to performance. Fry 

and Killing argue that management preferences will directly influence strategic choices and 

indirectly influence organisational characteristics, and these reciprocally will influence resource 

development. It must be stressed that the precise nature of the relationship will vary with the 

situation and that each variation will affect the selected strategy. However, environment is 

considered solely related to strategy and performance has been omitted from the equation 

completely. This deficiency transmits a predominantly insular vision of the firm without 

considering the outcome.

FIGURE 1.3 - The Diamond-E Framework

Management Preferences

Organisation ■ategy. Environment

Resources

SOURCE; Fry and Killing (1986)

Economists frequently view the composition of the market as being the dominant element 

influencing firm performance, whereas many business strategists believe it is due to the conduct 

o f management (others believe it is a combination of market structure and management conduct).
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O f the literature analysed, Wynarczyk et al (1993) best represented the relationship between 

industry, management conduct, and performance. As can be seen in Figure 1.4, four constituent 

factors have been labelled environmental setting, organisation structure, strategic leadership, and 

organisational performance. Beneath each factor are components that refer to the various classes 

of 'real-world' phenomena that might be included under such labels. The lists are indicative rather 

than exhaustive. For example, performance (including growth) is shown to be dependent upon a 

number of variables, such as profits, jobs, efficiency, growth, and lifestyle. Until recently the neo

classical framework within which most economists worked contained assumptions that implied a 

deterministic relationship existed between market conditions and organisational responses that 

effectively made design choices, managerial inputs and strategy issues irrelevant. This model 

figuratively illustrates that the relationship between environment and performance is shaped by 

other factors (i.e. structure and strategy), and that entrepreneurs positively influence these 

variables. In the search to understand fast-growth firms and entrepreneurial teams, this model 

offers a framework through which an investigation could be undertaken because alone of the 

models examined it integrates the relationship between industry and performance, with the 

managerial inputs of firm structure and strategy. For this work, structure is interpreted as the 

arrangement of the firm’s hierarchy, while strategy is interpreted as the long-term planning for 

success.

FIGURE 1.4 - Strategy, Pei
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In utilising this model for the work, four factors have been clearly identified as being central to 

the work. Performance is understood in this instance to be fast-growth, structure and strategy are 

to be examined in Chapters 2 and 3 respectively, which leaves the question of environmental 

setting unexplained. Fast-growth firms can be detected in any industry but as has been noted they 

are more likely to found in growth markets. These growth markets could be segments of mature 

or declining industries, or an early mover in an emerging market. However, as will be explained 

in Chapter 3, the literature demonstrates that fast-growth firms are most likely to be found in 

growth markets, which in turn are more likely to be found in growth industries. This is not an 

acceptance that an industry is the same as a task environment. For example, within an industry 

there may be many different markets, networks, processes, and configurations that will increase 

the complexity and uncertainty of the environmental setting. It is also accepted that each task 

environment requires the moulding of tailored structures and strategies. But in resolving that the 

ambition o f this work in a broad sense is to investigate the structure and strategy that fast-growth 

firms employ, then it was determined to hold constant ‘environment setting’ by using an industry 

rather than a task environment. Again based on the literature, it has been decided that this should 

be a growth industry. For the purposes of this research the industry selected was the software 

industry as this market was experiencing growth throughout the world and had already been the 

subject o f studies on team foundations that would make comparisons possible across time and 

countries. Therefore, the focus of this study is to investigate the structures and strategies 

employed by fast-growth firms founded by entrepreneurial teams in the software industry.

1.6 CONCLUSION

The significance of small firms to the economy of a country, and particularly their ability to 

engender job creation, has been emphasised as a contextual background to this work. Such a 

contribution has been widely acknowledged although the value or size, of the augmentation 

remains an issue of debate in the literature. But what has also been recognised is that it is only a 

small number of fast-growth firms that effect much of the job creation. It was concluded that such 

fast-growth firms were more likely to occur in growth markets, which in turn were more likely to 

occur in growth industries. For this work, the decision was taken to focus on the software 

industry, since it was a growth industry, was the attention of many previous studies, and could be 

analysed across countries. However, it was also noted that taking such an industry was not a 

proxy for a task environment. Therefore, through the work in this chapter, greater clarity has been 

given to the key factors of this research study. Effectively, the work examines the relationships
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between fast-growth firms, entrepreneurial teams, structure, and strategy as shown in Figure 1.5. 

This is an adaptation of the Wynarczyk et al (1993) framework described earlier in this chapter.

FIGURE 1.5 — Research Study Framework

Structure

Fast-Growth Firms Entrepreneurial Teams

Strategy

Numerous research studies have attempted to understand fast-growth firms by examining the 

characteristics of the entrepreneurs involved, the motivational factors concerned with growth, the 

process that fast-growth firms (and entrepreneurs) go through, the composition of the 

organisation, and the barriers to growth that they experience. This chapter determined that fast- 

growth firms would be identified in this work through the growth in the number of full-time 

employees over a specified time period. The chapter also recognised the various barriers to 

growth, and noted particularly that the barriers were more likely to be external at the start-up 

phase and internal as the firm grew. While the characteristics of fast-growth firms could be 

detailed, understanding was given to the fact that ultimately these characteristics are the results of 

decisions taken by individuals. However, in profiling the founders of fast-growth firms, the 

studies offered such diversity in thinking that any further pursuit would have echoed Kilby’s 

(1971) ‘hunting the Heffalump’. However, the review of the literature did provide a substantial 

body of evidence that suggested that fast-growth firms were more likely to be founded by 

entrepreneurial teams. An entrepreneurial team is defined in this study as “two or more 

individuals who have a significant financial interest and participate actively in the 

development of the enterprise”. It is distinguished quite clearly from management teams and
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work teams, primarily on the issue of ownership. Through evidence in the literature and 

interviews with experts, it was argued forcefully that individuals who have a significant financial 

interest (and are taking a risk with their capital) have a greater desire to be successful. Therefore, 

the relationship between fast-growth firms and entrepreneurial teams has been established, and 

both of these terms have been defined for the purposes of this research study. What is required 

next therefore, is an examination of the relationship between structure and fast-growth firms 

founded by entrepreneurial teams, and thereafter the relationship between strategy and fast- 

growth firms founded by entrepreneurial teams.
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CHAPTER 2

ORGANISATIONAL STRUCTURES, 

FAST-GROWTH SMALL FIRMS, 

AND ENTREPRENEURIAL TEAMS



2.1 INTRODUCTION

Organisational theory develops from a variety of disciplines whose relationships form an uneven, 

yet fascinating, range of thoughts and considerations. The central colouring is human behaviour, 

since it is the action, reaction or inaction of individuals, in teams or singularly, that determines 

the direction in which an enterprise is taken. However, the extent to which humanistic response 

influences the performance of the firm remains the subject of debate. Some writers, such as 

Hanan and Freeman (1977), have argued for models embedded in population ecology which 

propose a relatively deterministic view of organisational design and performance outcome. 

Others, such as Child (1972), promoted the understanding of strategic choice offering cogent 

influence to the human agent. But these are only the extremities of a continuum, since many 

possibilities lie between these positions. As Keats and Bracker (1988) reasoned, the destiny of the 

organisation does not fully fall prey to environmental forces, as choices exist which offer a 

variety of routes one can take. Additionally, since entrepreneurs both control and exercise 

considerable dominion throughout their own operations, they ultimately hold influential sway 

over the performance of the organisation. Such a concept does not have universal approval, as 

some writers (e.g. Pelham and Wilson, 1996) believe that it is too simplistic and fails to recognise 

other issues such as the causal relationships between the market environment, small firm 

structure, and small firm strategy. The purpose of this chapter is to examine the relationship 

between organisational structures and fast-growth firms, with particular reference to those 

founded by entrepreneurial teams. Organisational structure is interpreted as the arrangement of 

the firm’s hierarchy. Therefore, what is being sought by analysing the literature is the 

identification of an appropriate framework that can be employed to investigate through primary 

research the structural configuration of fast-growth firms founded by entrepreneurial teams, and 

how this differs to the structural configuration of other firms.

In exploring the structure of small firms, particularly fast-growth firms founded by more than one 

enfrepreneur, a number of issues arise. The first of these is how to classify a small firm according 

to its structure. d’Amboise and Muldowney (1988) discovered a paucity of research in this area, 

suggesting that the scarcity of studies was the result of the simplicity and less formalised nature 

of the domain. Another issue is the relationship between the size of the firm and its organisational 

design. This is particularly relevant for fast-growth firms, because as the company grows the 

number of components expand, as do the functions for each component. Frequently this growth 

drains the firm’s ability to adapt to the environment because hierarchical structures have been
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introduced that make change more difficult to implement. Therefore, to understand the 

appropriate structural configuration it is imperative to initially characterise the foundation of the 

organisation and then interpret its evolution, before offering an applicable framework for this 
study.

In attempting to develop an understanding of organisational theory, three perspectives on the 

action adopted by firms were distinguished by Pfeffer (1982): (1) purposive, intendedly rational; 

(2) externally constrained, situationally determined; and (3) random, dependent on emergent 

unfolding process. He additionally recognised two levels of analysis: (1) individuals, coalitions, 

subunits; and (2) total organisation. He then categorised the theory of organisations within these 

dimensions as shown in Table 2.1 below. Through this categorisation structure, Pfeffer could 

assign each organisational theory perspective into one of six categories.

TABLE 2.1 - Categorisation Of Tlieoretical Perspectives In Organisation Theory

PERSPECTIVES ON ACTION
Purposive. Intentional Externally Constrained Emergent, Near Random

Goal Directed, Rational and Controlled Dependent on Process

Individuals, Expectancy Theory Operant Conditioning Ethnomethodology

Coalitions. Goal Setting Social Learning Theory Cognitive Theories

Subunits Needs Theories Socialisation Language

and Job Design Role Theories Affect-based Processes

Political Theories Social Context Effects

Retrospective Rationali^

Social Infom ation Processing

LEVELS
OT7 _________________________. . . . . . .w r  ——-------------

ANALYSIS Structural Contingency Population Ecology Organisations as Paradigm

Market Failures / Resource Dependence Decision Process /

Total Transaction Costs Administrative Theories

Organisation Marxist / Class

InstitutionalisaticMi Theory

SOURCE: Pfeffer (1982)

This tabulation is useful as a contextual background or mapping of the area, and will be referred 

to throughout the chapter while demonstrating the positioning of the theoretical constructs in
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relation to other deliberations. It is furthermore of benefit because Pfeffer recognised that there 

was no principal manner in which to organise for all situations, just as Lawrence and Lorsch 

(1969) believed that the enterprise must integrate and differentiate in a fashion consistent with the 

diversity of the environment if it wishes to grow. Therefore, what type of organisation works best 

with the different environmental conditions? And what structures do fast-growth small firms 

founded by entrepreneurial teams employ? How do they evolve? How do they differ structurally 

from other firms, and does such a difference lead to improved performance? This chapter initially 

examines how enterprises are formed so as to search for clues concerning a possible relationship 

between the foundation of a firm and the structures that are used in later life by an enterprise. The 

next section investigates the process of growth to find links between structure and fast-growth 

firms. The following section examines team formation to establish the links between structure and 

firms founded by entrepreneurial teams, exploring the similarities and differences in 

organisational structure that might exist between these types of firms and other organisations. The 

chapter thereafter considers the principal theory groupings regarding the structures of 

organisations within the contexts outlined earlier, before finally offering a proposition regarding 

what organisational structure is most associated with fast-growth small firms founded by 

entrepreneurial teams.

2.2 ENTERPRISE FORMATION

To understand the structural configurations of fast-growth firms, it is important to initially 

appreciate the context of organisation structures. This appreciation commences with a review of 

how firms are formed. For example, Kruger (1993) found that the perceived feasibility of 

establishing an enterprise was significantly associated with the breadth of prior exposure to 

entrepreneurship, and that the perceived desirability to start-up was significantly associated with 

the positiveness of that prior exposure. In a published survey Carter et al (1996) provided 

evidence that nascent entrepreneurs would benefit from aggressively pursuing opportunities in the 

short-term because the possibility will quickly reveal itself either as being worthy of perseverance 

or as a poor prospect that should be abandoned. They also argued that the behaviour of successful 

nascent entrepreneurs could be identified and differentiated from the behaviour of nascent 

entrepreneurs who have failed. Campbell (1992) and Katz (1993) suggested that the entrepreneur 

would evaluate whether there are net present benefits to entrepreneurship relative to the 

anticipated gain from waged employment. Boyd and Vozikis (1994) developed Bird's (1989) 

model of entrepreneurial intentionality by suggesting that individual self-efficacy will influence
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the development of entrepreneurial intentions and behaviour. But new venture creation is not an 

occasion, it is a process. Attempting to identify successful entrepreneurs through psychological 

profiling is no predictor of the future, and for new venture creation to be better understood, 

researchers might first understand the process, and then the resultant issues can be considered.

A number of wnters have explored the antenatal period of a firm in the hope of gaining insight 

into its future performance or direction. Gibb and Ritchie (1982) suggested that there were six 

phases through which one went on the path to establishing a business. These phases were: 

acquiring motivation, finding an idea, validating the idea, identifying the resources, negotiating to 

get into business, and birth and survival. ButLeamed’s model (1992) of organisational formation 

suggests that the decision to found or to abandon is "triggered" by the accumulation of 

confirming, or disproving, evidence as perceived by the founder. Learned argued that not all 

individuals have the potential to found organisations and that the decision is based upon the 

propensity to found, the intention to found, and the ability to make sense of the information 

received. O f those who have the potential, not all try or succeed. An ‘intentional’ individual will 

make a decision dependent upon the sense made of the pre-start-up phase. For Bygrave (1994) the 

triggering factor was an event, not information. Many people have the potential to establish their 

own business, but for most it requires an ‘event’ to trigger them into action. And while they may 

go through stages of gathering information, that process serves to validate the idea, but it does not 

ignite the desire to establish a business.

Gartner (1985) wrote that a fi-amework for describing new venture creation integrates four major 

perspectives in entrepreneurship: characteristics of the individual(s) who start the venture, the 

organisation which they create, the environment surrounding the new venture, and the process by 

which the new venture is started. Gartner also recognised the need to include considerations such 

as locating a business opportunity, accumulating resources, marketing products and services, 

production, and building an organisation. But Timmons (1994) argued that relying only on 

traditional models, such as a psychological model or a competitive strategy model, to analyse new 

ventures in the entrepreneurial process is not useful for a number o f reasons. Firstly, a 

unidimensional model only tells part of the story. Secondly, systematic research into the 

characteristics of successful ventures is a new and inexact science with little focus presently from 

areas such as economics and strategic management. Thirdly, new enterprise development occurs 

in a world that lacks certainty, predictability, and stability. Timmons suggested that any analytical 

framework should isolate three driving forces behind new venture creation: the team (founders),
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opportunity recognition, and resource requirements. These driving forces must integrate into a 

strategic fit given the chaotic environmental forces that surround or shape them. Gartner (1985) 

found agreement with Timmons in that the perspective on entrepreneurship must be moved away 

from viewing entrepreneurs and their ventures as an unvarying, homogenous population, and 

towards a recognition and appreciation of the complexity and variation that abounds in the 

phenomenon of new venture creation. Both Gartner and Timmons also acknowledge that 

entrepreneurs operate in a dynamic environment and therefore their situations change 

continuously.

FIGURE 2.1 - Model Of The Entrepreneurial Process

PERSONAL 
Locus Of Control 
Achievement 
Tolerance, etc.

PERSONAL 
Risk Taking 
Job Dissatisfaction 
Job Loss, etc.
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Creativity
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GROWTH
.X

SOURCE: Bygrave (1994)

The process of venture creation takes place over a period of time that varies with each individual 

situation. One framework that highlights the development of an enterprise is Bygrave's (1994)
I

model of the entrepreneurial process as shown in Figure 2.1. Bygrave suggests that an 

entrepreneur will obtain an idea for a new business either through a deliberate search or a chance 

encoimter. Whether he or she decides to pursue that idea depends on a number of factors, but it is 

some form of triggering event that will cause the birth of the new enterprise. The configuration of 

this fresh creation will depend on a variety of conditions such as personal, sociological, 

organisational and environmental factors, forces that are not necessarily mutually exclusive. Once 

the decision is made to further the business concept the next stage is implementation, before 

finally entering the growth stage.
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As can be detected from this section, enterprise formation occurs as a result o f many, widely 

divergent influences. These works were highlighted to demonstrate the complexity o f the process, 

and some o f the diversity of opinion on the subject. However, the Timmons’ model (and the work 

o f Gartner) takes enterprise formation as an event in time, and not as a process as highlighted 

later in this section. Neither do these works offer any thoughts on the potential structural 

configurations of these firms as they mature from inception. Additionally, with few exceptions, 

models of enterprise formation exclusively examine entrepreneurs behaving as lone actors and 

neglect the possibility of more than one person establishing an organisation. The detail of 

enterprise formation is an interesting backdrop to this study. It reinforces the nature of 

entrepreneurship as a process, reiterates that in the literature examining new venture creation 

there are few works that incorporate the idea of entrepreneurial teams, and propounds that any 

sense of appropriate structural configuration for fast-growth firms is too difficult to predict from 

pre-start-up behaviour. For the purposes of this study, the work will concentrate on the structural 

configuration of firms after they have been established.

2.3 THE PROCESS OF GROWTH

The question of when a person ceases to be an entrepreneur and instead becomes a manager has 

occupied many deliberations over the years. Such a moment could occur, for instance, when an 

entrepreneur decides not to pursue growth and instead engages in a ‘lifestyle venture’. In Chapter 

1 it was proposed that entrepreneurship was concerned with growth, and arguably therefore, to 

maintain an entrepreneurial spirit is to continuously track and seize potential opportunities. 

Availing of such possibilities necessitates change, which has widespread implications for the 

organisation, and requires ceaseless entrepreneurial endeavour by the leader(s). Stevenson and 

Jarillo-Mossi (1986) sought to identify how entrepreneurship can be preserved as companies 

grow and identified four managerial characteristics from successful growth firms in the U.S. and 

Japan. These encompassed: (1) allowing more organisational units to form and disband without 

fanfare or prejudice, (2) engendering an increased sense of responsibility among the workforce, 

(3) reducing the emphasis on the fine distinctions of authority between management and the 

workers, and (4) providing for flexible boundaries among organisational subunits. These findings 

compare similarly to those spoken of in the next section regarding loose/tight structures in a 

growth organisation. They highlight the need for fast-growth firms to disseminate responsibility, 

relaxing structures to better enable change to take place, and having an organisational philosophy 

of inclusiveness (particularly of the workforce). Ehrlich et al (1996) suggested that the key factors
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influencing organisational growth included leadership and management skills, strategic choices, 

organisational design, and financial resources. Davidsson (1989) believed that growth was 

significantly related to the willingness to grow, as did Hay andKamshad (1994). In a study of 

249 small firms Birley and Westhead (1994) found that the incentives for establishing a business 

have a minimal impact upon the growth of the venture. Clearly, both the motivation and skills 

required to create the venture differ from those needed to grow a business. This is because the 

organisation will become more complex, more formalised, and less centralised as it moves fi'om 

start-up to growth (Olson and Terpstra, 1992). Thus, it could be contended that a central dilemma 

o f entrepreneurship is the absence of a comprehensive theory of small and medium sized 

enterprise development which brings together all the relevant parameters into a model, and 

mdicates how each part interacts with the other. However, as can be found from the following 

section, this viewpoint can be countered through the presentation of a number of models of 

growth that incorporate many of these elements.

2.3.1 Stages of Growth

A number of attempts have been made to develop frameworks that incorporate the principal 

considerations as described above into a theory of small firm growth. Merz et al (1994) indicated 

that there were three types of frameworks. These were: (1) those that examined the relationship 

between certain firm characteristics and firm growth as a performance measure; (2) those that 

examined the characteristics of firms in various predetermined stages o f growth; and (3) those 

that examined the phenomenon of growth itself and the management of that growth. One of the 

greater difficulties with the models of growth is that they are based on the assumption that growth 

is sequential, always following the same sequence of events. This presupposition is particularly 

true of the popular stage models.

The basis to the theory of stages of growth comes from Chandler's (1962) thesis that 

organisations develop patterns of organisational structure in response to common growth and 

market challenges, and strategic choices. His basic premise was that the growth process was 

characterised by several separate and discrete periods of change in the organisation's structure and 

strategy. He identified four growth strategies (volume expansion, geographic expansion, venture 

integration, and diversification) and argued that by adopting each of these strategies in sequence a 

firm can move through the various stages of growth. What made his contribution different 

according to O'Gorman (1991) were two innovative steps: (1) it highlighted the central role
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strategy could have in the study of organisations, and (2) he tracked the historical evolution of 

firms and used this historical perspective to develop a descriptive model of the firm's growth. 

Both ideas were new for their day. This amalgam incorporated the potential for varying actions 

by firms as they grow although it assumes a central path through growth. Holt (1992) identified a 

four-stage growth model, which he argued were categories of distinct activities essential for a 

new venture to progress firom pre-start-up to later stage growth. The stages are:

• PRE-START-UP - the period which entrepreneurs plan the venture and do the preliminary 

work o f obtaining resources and getting organised prior to start-up;

• START-UP - the initial period of business when the entrepreneur must position the venture in 

a market and make necessary adjustments to ensure survival;

• EARLY GROWTH - a period of often rapid development and growth when the venture may 

undergo major changes in markets, finances and resource utilisation;

• LATER GROWTH - the evolution of a venture into a large company with active competitors 

in an established industry, when professional management may be more important than 

entrepreneurial verve.

This model differs from Bygrave's (1994) in that it does not highlight the ‘triggering event’ as an 

identifiable moment in the process and furthermore has divided growth into early and later stages. 

Scott and Bruce (1987) introduced a model whose main benefit was as a diagnostic tool in 

analysing the firm's present position and in planning what it requires to make the transition to the 

next level o f development. Its application lies in anticipating when a crisis is likely to arise, and 

what will be necessary to successfully negotiate the next stage of growth. O'Gorman (1991) 

sought to bring all of the stage models together under one framework. He identified four stages 

that were not discrete and separate but overlapped. They were (1) formation/development of a 

business idea, (2) market penetration, (3) consolidation, and (4) further growth. This framework 

was based on the idea that organisational growth occurred first within its existing domain and 

then by altering its domain. Growth through its existing domain can happen through product 

development, market development, product and market classification, and vertical integration. 

Growth through a different domain can occur through geographic diversification, market 

diversification, product diversification, or conglomerate diversification. The strength of this 

concept was that the stages were not distinctive, which had been the principal criticism by 

opponents of the stages-of-growth models. However, while all of these works represent growth as 

a process, none develop the organisational structure of the firm as the business grows. These 

models are primarily concerned with strategic alterations rather than the structural 

reconfigurations of the firm.
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Perhaps the best known stages of growth model was by Churchill and Lewis (1983), who ignore 

the pre-start-up activities in their five-stage model and instead focus on the key questions that 

arise in the course of the company's evolution. The five stages are existence, survival, success, 

take-off, and resource maturity. The developments of the ventures differ in many ways, such as 

size, structure, managerial style, and capacity for growth. The extent of the relationship between 

the owner and the business are also determined for each stage. The decision tree analysis through 

growth, backed by a breakdown of likely scenarios for each stage, testifies to the traditional 

biological models from which it was derived. The Churchill and Lewis model concentrated on a 

framework relevant to small and growing businesses. They identified the company as passing 

through a series of problems from getting customers at the beginning, through cash crisis as the 

firm grew, to consolidation as the company matures. They also suggest that the model be adjusted 

for the increasing complexity of operations as the company grew, and allowed for changes in 

strategies that bring companies back through the stages. Regarding fast-growth firms, they 

assumed that the firms would move rapidly through the stages causing a mismatch between the 

organisation and the firm's needs. The categorisation and boxing of time periods and the 

allocation of strategies to them is a useful learning and educational tool, but it does not represent 

the organic evolution of a firm because it assumes that firms behave in a predictable manner. 

Further criticisms regarding this model are given in the next section of the chapter. Likewise, 

Greiner's five-stage model (1972) had growing organisations moving through five distinct phases, 

each of which had a relatively calm period of growth that ended with a management crisis. Each 

evolutionary period was characterised by the dominant management style used to achieve growth, 

while each revolutionary period was characterised by the dominant management problem that 

must be solved before growth can continue. Kazanjian's model (1988) was similar, given that it 

contained stages and dominant problems at each stage. Kazanjian's suggestion was that the 

particular problem faced at a given time was strongly associated with the firm's stage of growth. 

While these works employed stage models to identify the key problems for each step through the 

growth process, they do not offer detailed considerations on the reconfiguration of the structures 

for each stage. As Stanworth and Curran (1986) noted, stage models offer many similarities 

regardless of the number of stages. The first stage concerns the entrepreneur who has an idea to 

establish a business. The next concern is with the division of managerial tasks, while the 

remaining stages tend to concentrate on organisational maturity and stability.

Although the stages of growth models are beneficial in understanding the process that firms go 

through as they grow, they offer little information on how they might be influenced by the
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effectiveness of an entrepreneurial team founding the enterprise as opposed to an individual. 

Neither do the models offer any thoughts on how the size of the founding team might be 

advantageous to the growth process. The Churchill and Lewis (1983) model did recognise the 

impact o f managerial style, while writers such Davidsson (1989) and Hay and Kamshad (1994) 

argued that growth was derived from the willingness of the founders to aspire to achieving 

growth. However, the stages-of-growth models also had a number of more ftindamental flaws that 

are dealt with in detail in the next section.

2.3.2 Criticisms of the Stages-of-Growth Models

Many studies support the existence of differing occasions for problem types across the sequential 

stages of development o f emerging entrepreneurial organisations. But a number of writers have 

also highlighted the weaknesses of this theoretical framework. Storey (1994) argued that not all 

firms begin in the first stage and finish at the last (some never go beyond the first or second), that 

the management style may be more or less advanced than the stage of its organisational structure, 

that some firms may have no desire to move beyond a certain stage such as survival, and that 

some theorists assume the movement from one stage to the next is triggered by a crisis, a point 

untested. The models are therefore used to describe rather than predict in a situation where the 

majority o f firms make no clear transition.

O'Gorman (1991) also identified some difficulties that differed to those of Storey. He felt that the 

models did not include a comprehensive listing of all possible stages of growth, did not allow for 

alternative growth paths, and had very limited predictive power. Stanworth and Curran (1986) 

believed that the difficulties lay in the positivist theory imderpinning the concept. They argued 

that the small firm is seen as a ‘behaving entity’ whose elements are related in quantifiable, 

systematic, and highly predictable ways that generate law-like propositions. But this is 

unworkable since the firms rarely achieve the standards necessary for the propositions to be 

fulfilled. Furthermore, they have not been adequately tested, and instead should be investigated to 

explain why so few firms actually reach the final stage.

The models aid our understanding of growth and its effect on organisations. This is due to their 

recognition of the process that enterprises go through and the implications that changes have on 

the structures and strategies of the firm. But it must be reiterated that in practice the stages are not 

discrete but may overiap in a flow that is neither sequential nor predictable, or indeed, may not

55



demonstrate any stage pattern. Arguably, in better performing firms growth occurs through 

evolution and thus the stages-of-life models have little in common with reality. The 

Confederation of British Industry (1994) found that ‘winning companies’ constantly innovate. 

This does not occur in isolation since it requires strong leadership, a founding team balanced with 

industry and entrepreneurial experience, professional management, and a delicate symmetry 

between organisational cohesion and individual responsibility. As Churchill and Lewis (1983) 

postulated, potent small firms will harmonise the increased organisational complexity due to 

growth with the appropriate organisational structure. It is recognised that one of the few 

competitive advantages of small firms has been the flexibility to adapt to the environment and to 

changes in customer needs. According to Randolph et al (1991) small firms must align their 

structure to the rate of change if  they are to perform effectively. However, as Miller andFriesen 

(1980) highlighted, structural complexity generally increases as the organisation grows, making 

the task of keeping the structural variables properly aligned more difficult and costly.

In searching for an answer to the question of what is the most appropriate structure for fast- 

growth small firms, examining the process of growth highlights the ever-changing nature of these 

firms. Therefore, identifying a model that roots itself in one structural proposition has little 

benefit to this work, as it would lack the necessary flexibility required through the various stages 

of growth. This section reaffirms the need for a model that is fluid and djmamic, one that is open 

to change and can move along a continuum between ‘loose and tight’.

2.4 TEAM DEVELOPMENT

For many writers (Vesper, 1990; McVeigh et al, 1994; Allen, 1995) the fundamental concept of 

teams is that the total value may be greater than the sum of its parts; its quintessence being to 

maximise the potential of those involved, and of the organisation itself, through teamwork rather 

than individual efforts. But team formation cannot occur in isolation since an organisation 

consists of multiple structural and social layers. Ciborra (1993), for example, identified three 

distinct perspectives of teams within organisations: (1) Socio-Technical Approach - concerned 

with the efficiency of the work organisation; (2) Economic Approach - deals primarily with the 

issue of efficiency in co-ordination; (3) Institutional/Cognitive Approach - principally addresses 

the issues of socialisation. Ciborra believed that the design and analysis of teams should therefore 

incorporate elements of each of these approaches. The development of a team consequently, is 

meant to enhance performance while being cognisant of its impact on other areas of the
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organisation. This section examines the literature on the relationship between organisation 

structures and entrepreneurial teams.

Vesper (1990) discussed the notion of ‘internal teams’, which he characterised as those 

individuals who may participate in the founding of the firm. Internal teaming is a dynamic 

concept in that it is not simply focused on pre-start-up but allows freedom for the team to grow or 

contract as the enterprise develops. This form of collaboration is an alternative to ‘external 

teaming’ that incorporates advisors, mentors, and peripheral participants. Moreover, he argued 

that an accomplished team is extremely difficult to achieve since it requires the harmonious 

interaction of all participants. Therefore, it could be argued that an accomplished team could only 

occur if the team is built upon the foundations of shared goals, integrated individuals, and 

effective interaction. Hastings et al (1986) suggested that one could develop ‘superteams’, groups 

who demonstrated two key characteristics: a zealous exertion for outstanding performance, and 

the recognition that they can only operate from within the given environment of the organisation 

(i.e. they are not totally independent). An example of such a team is graphically provided in 

Tracy Kidder’s ‘The Soul O f A New Machine’ (1981), an account of a group of industrious 

designers who built a computer against the odds. Peters and Waterman (1982) offered similar 

thoughts, asserting that the amount of performance improvement capable by ‘tumed-on teams’ is 

beyond limitation. However, what poses a difficulty for executive officers and researchers alike is 

how one appraises the performance of a team. Larson and LaFasto (1989) offered categories for 

assessment that included clear evaluating goals, results driven structure, and standards of 

excellence. These categories are useful for academic consideration and analysis but ultimately 

teams are judged on productivity and profitability. If one should burden them with these 

additional measurements then surely it is running contrary to the ‘skunk work’ concept (Peters 

and Waterman, 1982) which is to let the team operate in an unstructured, fluid, ‘spaghetti’ 

formation. t

In team formation there are two broad options. The first is to design a very structured team with a 

clear set of realistic objectives and work towards achieving a given task. The second is to gather 

an informal, loose team, who are given a broad outline of expectations but the freedom to 

determine their own set of objectives and the manner in which they intend to achieve their own 

targets. Evidence from Peters and Waterman (1982), Hastings et al (1986), and Larson and 

LaFasto (1989) suggest that if  it is fast-growth one desires, then the latter option of a loose-tight 

organisation is more appropriate. This is because teams determine their own ambitions/goals and
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organise for themselves how those goals can be achieved. As a result they are likely to be more 

highly motivated in their work. Eisenhardt and Bird Schoonhoven (1990) explored organisational 

growth in technology based ventures and found that greater previous joint work experiences 

among the founding team, greater founding team size, and greater variation of industry 

experience in the founding team are each associated with higher growth among new firms. The 

performance of a team was negatively influenced by a homogenous profile as it may lead to 

‘groupthink’. Greater differentiation in experiences, thought processing and vision leads to 

increased conflict and frequently to enhanced outcome, since initial non-agreement induces 

viewing the situation from ‘outside-the-box’, thus generating innovative responses.

FIGURE 2.2 - GROUP FORMATION

Technology

Shared Purpose — ► Activities In te r^ io n s   ►Organisation

Sentiments

Group Formation

SOURCE: Hurzynski and Buchanan (1991)

Hurzynski and Buchanan's (1991) examination of group formation (Figure 2.2) directed them to 

sociologist's George Homan's theory that proposed that a group existed within a three-part
t

environment; physical, cultural, and technological. These environments imposed certain activities 

and interactions that in turn led to sentiments that engender group formation. Since the formal and 

informal systems and the environment were interdependent, any changes in the environment 

would produce changes in the systems, and vice versa. Together, they lead to the formation of a 

team based enterprise built on shared goals and interaction. Payne (1982) explained that ideally, 

teamwork involves the definition of common goals and the development of a plan, to which each 

member makes a different but complementary contribution towards the achievement of the team's 

aims. Schien (1965) asserted that groups should not be static, rigid, or unchangeable, but since
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events aid processes that occur during the life of the group or lead to group formation influencing 

the make-up and effectiveness of the team, it is imperative that any model developed includes 

dynamic factors. Sundstrom et al (1990) depicted team effectiveness as dynamically interrelated 

with organisational context, boundaries, and team development, and thus looked beyond the 

group's internal process for effectiveness.

Slevin and Covin (1992) based their model on creating and maintaining high-performance teams. 

Included in the determinants of project team creation were external environmental conditions, 

internal organisational conditions, business strategies, and human resource management practices. 

Included in the determinants of project team performance were project team composition, internal 

organisational conditions, human resource management practices, project management techniques 

and activities. The strength of this model was that it incorporated not only many of the essential 

criteria for analysis and interpretation of team development but additionally included high- 

performance as an output measurement. However, its weakness with regard to this study is that it 

is based on the creation of a team from within rather than for new venture creation.

Larson and Starr (1993) presented a model that had its origins in social network theory, and in 

which they use four organisational properties from which to build: intentionality, resources, 

boundary, and exchange. Fundamentally, it describes the transformation of exchange 

relationships from a set of relatively simple, often single-dimensional, dyadic exchanges into a 

network of multidimensional and multilayered organisational relationships. Organisation 

formation results from the crystallisation of stable committed exchange relations. This network 

model acknowledges the interdependence of the team, the relationships within itself, and within 

the organisation. The model depicts the dynamics underlying the acquisition of resources, the 

formation of exchange relationships, and the learning process of new venture creation. Similar to 

Gartner (1985) in the previous section, it is primarily concerned ,with the characteristics of 

individuals, the environment, processes, and the enterprises that arise from an amalgamation of 

these elements.

However, while these models offer some of the key elements that would facilitate this research in 

building a proposition concerning fast-growth small firms led by entrepreneurial teams, 

ultimately these factors are inadequate because they are related principally to the creation process. 

The proposition required for this study must be concerned not with formation but with growth, 

which is where the above models fall short. Since the primary considerations of this work centre



on issues such as firms being ecological, dynamic, interdependent, evolving (constant 

reinvention), and flexible within the social networks of an open system, existing theories reach 

only an early point of this journey before disembarking. Katz (1993) suggested that support might 

exist in other disciplines. Identifying major topics such as role theory, minimal group paradigms, 

new plant revolution, and task group emergence, he argues that a better theory of 

entrepreneurship could be found through social psychology. By understanding interaction one 

might better comprehend the formation of teams, the generation of enterprises, and the growth of 

organisations. Another possible solution is a marriage between the theories of venture team 

formation and the dynamics of organisational emergence. This section emphasises the importance 

to successful teams of shared goals, ambition, drive, experience, dynamism, and interaction. 

Tejims possessing some, or all, of these traits can access scarce resources, use environmental 

conditions to its advantage, and avail of opportunities in the marketplace, possibly to such a 

degree of effectiveness that they become a fast-growth firm. The structure required for such 

teams should therefore be fluid if  they are to pass through a variety of changes brought about by 

growth. But the foremost lesson from this section on the relationship between organisational 

structure and entrepreneurial teams lies in the need for a loose-tight organisation if the 

organisation is to have the freedom to grow.

2.5 THE STRUCTURE OF ORGANISATIONS

While Chapter 1 established the relationship between fast-growth firms and entrepreneurial 

teams, the purpose of this chapter is to examine the relationship between organisational 

structures, fast-growth firms, and entrepreneurial teams. Already in this chapter it has been 

ascertained that growth is a process, and therefore any appropriate organisational structure should 

have the ability to adapt over time. Additionally, it has been determined that the most appropriate 

structure for entrepreneurial teams would have a loose-tight configuration. Thus, the examination 

of how enterprises and teams are formed has provided a useful background to what is being 

sought in identifying the most germane structure for fast-growth firms founded by entrepreneurial 

teams. The structure must incorporate the interactions of all the participants while engendering 

responsibility among individuals. It must have planning without rigidity. The following section 

initially investigates the various alternative groups of theories for a framework to investigate the 

organisational structures of fast-growth firms founded by entrepreneurial teams, before 

concluding with a deliberated proposal of what is considered to be the most appropriate model for 

this work.
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Traditionally, hierarchical structures have dominated the description of organisations. While 

rooted in the Industrial Revolution, hierarchies arguably achieved credence in the early part of the 

20* century through scientific management research, as championed by Taylor (1911). Scientific 

management was premised upon the notion of there being ‘one best way’ of achieving a task, as 

this management philosophy sought to increase output by detecting the fastest, most efficient 

methods of production. Utilising this prototypical approach, Weber (1924) identified three types 

of ‘legitimate authority’, and argued that the bureaucratic form had become dominant because of 

the drive towards greater technical efficiency. But it was Fayol (1949) who was the first to 

classify the essential elements of management as planning, organising, command, co-ordination 

and control. Furthermore, he presented fourteen principles of organising, which he believed were 

indispensable to managers and these have been used as a basis for the development of a generally 

accepted means of operating. However, Moorhead and Griffin (1995) noted thatFayol's axioms 

on hierarchical structures have been criticised on a number of grounds. For example, they ignore 

factors such as individual motivation, leadership, and informal groups, implying that people must 

fit into the structure regardless of their abilities. The principles have additionally been criticised 

for lacking operational specificity, and no scientific evidence has supported them. However, these 

classical forms of organisation have served owners throughout the centuries as they maintained a 

firm discipline on those whom they employed.

In searching for a deeper understanding of management, a number of writers, such as Mullins 

(1994), examined the variables that determine the differing styles of organisational structure. 

Pugh et al (1968) defined six primary dimensions of organisational structure, which were 

specialisation, standardisation, normalisation, centralisation, configuration, and traditionalism. 

Child (1972) undertook a replication study o f the work of Pugh et al from which he discovered 

that the structuring of activities and centralisation was correlated negatively. Mintzberg (1979) 

offered another approach to the identification of dimensions in structures. He submitted nine 

design parameters that could be grouped under four broad headings: design o f position, design of 

superstructure, design of lateral linkages, and design of a decision making system. He also argued 

that the introduction of new technology has frequently resulted in a flatter organisational pyramid 

with fewer levels of management required and the erosion of the traditional supervisory function. 

Computer based information and decision support systems influence the design of production or 

service activities, and hierarchical structures. These works represented the belief that structures 

did not necessarily have to be pyramid (hierarchical) in form, but could take a flatter, more fluid 

arrangement.
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Incorporating these issues, Robbins (1987) depicted a framework of organisational theory (Figure 

2.3) using the dimensions of closed/open systems and rational/social structural ‘end goal’ 

perspectives. The ‘rational’ is the desire to maximise productivity and corporate goals, while 

‘social’ deals with human interaction and personal ambitions. The ‘closed’ system is concerned 

with the inside of the organisation, and the ’open’ refers to the external environment. Within each 

quadrant he labelled what he considered to be the principal forms of contemporary organisation 

theory. What is being sought in this work is ‘contingency design’. The framework needs to be an 

open system as it reflects the dynamic environment within which fast-growth firms founded by 

teams operate. But it also needs to be a rational because there will exist within the team a shared 

goal that they wish to achieve. Additionally, it has already been stated that this work is not 

concerned with the social interactions of the team members.

FIGURE 2.3 - Framework of Contemporarv Organisation Theory

RATIONAL

SOCIAL

SOURCE; Adapted from Robbins (1987)

In examining the literature of the writers on organisational structure, the dimensions referred to 

will normally include the grouping of activities, the responsibilities qf individuals, the levels of 

hierarchical authority, the span of control, and the formal organisational relationships. These 

dimensions are beneficial in the search for an appropriate structure for fast-growth firms founded 

by entrepreneurial teams as they offer suggested criteria through which the various frameworks 

can be evaluated with regard to this study. The frameworks must additionally incorporate the 

fluid and dynamic interactions that were discussed in the previous section of the chapter. 

Therefore, the remainder of this section will examine the principal groupings of organisational 

structure theory, and building on the earlier reviews, evaluate the principal writings in the search 

for an appropriate framework for this research study.

CLOSED OPEN

Mechanical Efficiency Contingency Designs

Human Relation Power and Politics
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2.5.1 Human Resource Theory

To begin the exploration for an appropriate framework for this study, examining the personal 

factor through human resource theory is a useful first step since individuals form the basis of 

teams and organisations. Work such as the ‘Hawthorne Studies’ by Mayo (1933), Maslow’s 

(1943) ‘Hierarchy of Needs’, McGregor’s (1960) ‘Theory X and Theory Y’, and McClelland’s 

(1961) ‘Need for Achievement’ led to a key factor of organisational behaviour being that under 

the right circumstances, people and organisations will grow and prosper together (Shafritz and 

Ott, 1991). Since the early 1960’s much of the work done in this area has centred on how 

organisations could encourage their people to develop as individuals which in turn would lead to 

increased flexibility, creativity and prosperity. To overcome the criticisms of Fayol's work (as 

discussed in the previous section), Likert (1961) offered a new approach that centred on 

supportive relationships, employee participation and overlapping work groups. He distinguished 

four systems of organising that he termed: ‘exploitive authoritative’, ‘benevolent authoritative’, 

‘consultative’, and ‘participative group’. Some theorists (Williamson, 1975; Connollyet al, 1980) 

believe that rationality must include perceptions of reality, projected self and attributed 

motivations. But these works reflect the literature creating an ‘identikit’ of the entrepreneur, and 

that has already been rejected in Chapter 1.

Writers such as Weick (1979), and White and McSwain (1983) argue that the opportunism of 

multiple constituents only emerges with participation and may not be rational or proactive.Cyert 

and March (1963) suggested that firms are alliances of self-interested participants and that the 

goals of the organisation are determined by a bargaining process. Such behaviour introduces the 

need to examine power (which Kanter (1979) contended was ‘America’s last dirty word’) and 

politics within a business. Furthermore, there has been a flourishing range of books in recent 

years analysing culture and symbolic management within organisations (e.g.Ouchi, 1981; Peters 

and Waterman, 1982; Sergiovanni and Corbally, 1984; Dennison, 1990; Connor, 1992). Yet, the 

most pervasive themes of human resource theory are motivation, group relations, leadership, and 

the person-organisation interface. While having an influence on organisational structures, these 

themes are not the primary concern of this work, as it seeks an approach that concerns itself 

principally with the structural configurations of firms rather than human interactions. This is 

because the study requires a framework which identifies how the shape or structure of the 

organisation alters with growth, and is less concerned with the people involved and their 

interaction.
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2.5.2 Organisational Ecology Theory

Another option to human resource theory was to examine the aggregate view of new ventures 

since a number of observers have found ecological models to be useful in analysing enterprise 

creation and development. Essentially, ecological models look at populations of organisations and 

are concerned with the aggregate birth and death rates of firms. Bird (1989) suggests that issues 

of organisational foundings, organisational failure and survival, and organisational persistence 

and transformation, should be considered from this perspective. Hanan and Freeman (1977) noted 

that the differences between organisational ecology and other forms of organisational theory were 

that ecological models (1) can be used as frameworks to study sociological processes, (2) the 

work focuses on dynamics, and (3) research considers the entire population of organisations 

rather than the full history of a firm. Wholey and Brittain's (1986) detailed review of population 

ecology studies concluded that while it is a different theoretical approach, research practice 

indicates numerous links to standard organisational perspectives. Although empirical work is 

distinctive in its emphasis on demographic processes, they claimed that it is well within the 

traditions of organisation theory in many other respects (e.g. units of analysis, theoretical 

constructs). Covin and Slevin (1991) proposed a model where organisations should be viewed as 

entrepreneurial entities and firm-level entrepreneurial behaviour could be a pervasive and integral 

part of an organisation’s operations, thus depicting firm-level behaviour as one element within a 

larger organisational framework. This model was further developed by Zahra (1993), who 

integrated firm-level behaviour with firm performance, external environment, strategic variables 

and internal variables. However, both are static models and do not encompass a dynamic process, 

which Gartner et al (1992) sought to alter by differentiating entrepreneurial behaviour from 

organisational behaviour as a process of emergence. By separating organisation types into 

emerging and existing, they believe that a way exists to connect theories and methodologies from 

organisational behaviour to entrepreneurship. While there may appear to be a weak relationship in 

utilising organisational ecology to develop entrepreneurial theories, with the advent of ‘corporate 

downsizing’ such an association has become the centre of increasing attention. The difficulty with 

population ecology is that it runs contra to the doctrine of rational decision making because its 

outcomes are attributed to environmental selection, which by definition cannot be managed. 

However, the purpose of this study is to identify possible structure selections that could enhance 

the possibility of a firm achieving fast-growth rather than leaving such potential to the gods of 

fortune. In the Pfeffer (1982) categorisation in Table 2.1, population ecology is classified as 

externally controlled, when this work is searching a perspective that is goal directed.
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2.5.3 Adhocracy Theory

As part of the investigation into an appropriate model for fast-growth firms founded by 

entrepreneurial teams which was loose and fluid, the concept of adhocracy was considered. 

Adhocracy is most commonly found in young organisations engaged in highly technical fields 

with complex and dynamic environments. There are horizontal and vertical specialisations in 

adhocracy but little formalisation, resulting in a flexible structure. Decision-making is spread 

throughout the organisation with little formality. Mintzberg (1979) saw adhocracy as a fifth 

structural configuration with simple structure, machine bureaucracy, professional bureaucracy, 

and divisionalised form as the other four. He argued that adhocracy encouraged mutual 

adjustment within, and between, teams that were located throughout the organisation, and 

involved various mixtures of line managers, staff, and operating experts. He argued that this 

structural configuration was particularly suited to innovative enterprises. Many adhocracies 

operate ‘matrix organisations’, which systematically attempt to combine functional structures 

with a project-team structure. Davis and Lawrence (1977) characterised such organisational 

structures as a ‘multiple command system’. However, with adhocracy there are no clear 

relationships, ambiguities exist regarding obligations, and activities cannot be partitioned. Many 

employees have difficulty in coping in such environments, where no clear parameters are defined 

concerning their duties and responsibilities. The appropriate model required for fast-growth firms 

founded by entrepreneurial teams should therefore be flexible while also possessing a rigidity that 

people within the organisation can understand, a return to the ‘loose-tight’ idea of Peters and 

Waterman (1982). In the Pfeffer (1982) categorisation in Table 2.1, adhocracy would be 

classified as random and emergent, again not what is required in this study since the arguments of 

the previous chapter have demonstrated that fast-growth is the result of shared goals and 

planning.

t

2.5.4 Systems Theory and Contingency Theory

Organisations are not closed systems, sealed off from their environments, but are open to, and 

dependent upon, flows of personnel and resources from outside. This continual influence on 

integrated activity requires an alternative approach. Wiener (1948) introduced the notion of 

‘cybernetics’ to organisational theory, relating it to a self-regulatory procedure of inputs-process- 

outputs-feedback. Because of the intricacy of the theorems, comprehensive application was made 

of computers and quantitative analytical models. Katz and Kahn (1966) understood systems to be
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social rather than mechanical, and that they must continually adapt to the environment. They 

argued that open systems are characterised by (1) negative entropy, (2) feedback, (3) homeostasis, 

(4) differentiation, and (5) equifinality, that ensures constant adaptation occurs. According to 

Shafritz and Ott (1991), systems theories are inclined to be multidimensional and complex in 

their assumptions about organisational cause-and-effect relationships, and systems theorists view 

organisations as continually changing processes of interactions among organisational and 

environmental factors. Systems theory is certainly not a relevant area to be searching for a 

framework for this research study since it has already been stated that social systems are not the 

primary consideration.

Some writers (Shafritz and Ott, 1991) see contingency theory as a ‘close cousin’ of systems 

theories whereby uncertainty, the interdependence among organisational elements, and the ability 

to adapt are intertwined. Lawrence and Dyer (1983) sought to determine whether organisations 

are driven by environmental forces or by organisational choice, and whether organisational form 

depended on resource availability or on information uncertainty. Their theory of organisational 

adaptation and readaptation recognised not only the need for revision but that it must be a 

dynamic, continuous and systematic process. Readaptation, they stated, was marked by the 

repeated discovery of ways to introduce innovations while maintaining or enhancing efficiencies 

and member involvement. Readaptive organisations therefore, would demonstrate a high degree 

of differentiation and integration, and an ability to alter their planned course without too much 

difficulty; what McGill and Slocum (1993) referred to as the ‘learning organisation’. Yet Miller 

and Friesen (1980) detected that organisational adaptation was dependent upon momentum 

(which prevails with any emerging organisation tendency and therefore could be functional or 

dysfunctional), and is likely to be characterised by periods of dramatic revolution. While 

contingency theory might be considered a close cousin o f systems theory, the idea of readaptive 

organisations lay at the heart of what was being sought in an appropria^te framework.

The contingency approach takes the view that there is no one best universal structure, but instead 

emphasises the need for flexibility. A befitting structure is dependent upon the contingencies of 

the situation for each individual organisation. For example, Lawrence and Lorsch (1967) found 

that the most effective organisations were the ones which, while operating in an uncertain 

environment, achieved an applicable level of differentiation (i.e. the degree to which managers 

themselves are separate and have distinct practices, procedures and structures), and attained a 

comparable level of integration between departments. Thompson (1967) argued that different
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sections of the organisation will be characterised by varying levels o f complexity depending on 

the level of uncertainty to which they are exposed. I f  the overall level o f uncertainty faced by 

each section is high then the greater will be their dependence upon each other. This in turn will 

generate a greater need for informal interaction, and therefore the operation of the organisation 

will be less formalised. Thompson also introduced the relevancy o f technology to structural 

arrangements, a factor that was developed by Woodward (1970), who determined that successful 

companies adopted an organisational form that varied according to their main production 

technology. She identified three distinct types of production technology: unit production, mass 

production and process production. However, one of the difficulties with Woodward's findings 

was the difficulty in applying them to non-manufacturing companies as they dealt with 

production processes that could not be converted easily to services. Perrow (1970) dealt with this 

weakness by bringing together the dimensions of variability, and analysis/categorisation. Perrow 

constructed a technology continuum ranging from routine to non-routine, which allowed a person 

to identify the most effective form of structure in any given situation or for any activity. Another 

variable in contingency theory was contributed by the Aston Group, who found that the smaller 

the organisation, the more likely it is to adopt and require a fluid structure (Bumes 1996). This 

argument was supported by the work of Child (1988). Thus, the idea of an organisation that was 

fluid and adaptable to its environment was not the sole preserve of large organisations, but could 

also be applied to small firms.

FIGURE 2.4 - An Overview of Structural Contingency Theory
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Pfeffer (1982) illustrated (Figure 2.4) how varying elements of the organisation’s structure are 

contingent upon diversified aspects of the organisational context. He drew together the principal 

determinants of influence and their key structural associations that must be considered when 

determining an organisational structure. As can be seen from this figure, the determinants are not 

firm size sensitive, and are applicable equally with small firms as well as large corporations.

As can be seen from the arguments outlined above, contingency theory provides insight into the 

understanding of relationships among the factors influencing the structure, management, and 

operations of organisations. It additionally impacts upon the relationships between strategy and 

structure as outlined by Moorhead and Griffin (1995). They proposed that the contextual factors 

within which an organisation operates affect the purposes and goals of the organisation. These, 

together with the characteristics of the manager, influence the manager's choice of strategy, which 

in turn determines the structure. This concurs with Chandler's (1962) argument of structure 

following strategy. According to Moorhead and Griffin organisational effectiveness is dependent 

upon the fit among the size, the technology, the environment, the strategies, and the structure of 

the firm. This proposition acknowledges that everything is situational, but also recognises that a 

gap exists between the information required by an organisation and the amount of information it 

possesses. The resulting lacuna creates uncertainty, which limits the organisation’s ability to plan 

and make decisions. Galbraith (1977) indicated that a firm might rectify such a disorder in two 

ways: (1) reduce the need for information processing (this is achieved through environmental 

management, the creation of slack resources, or the creation of self-contained tasks), and (2) 

increase the capacity to process information (through investment in vertical information systems, 

or the creation of lateral relations). Therefore, the greater the level of uncertainty the more an 

organisation should adopt a contingency approach.

Kast and Rosenzweig (1973) argued that the contingency view ^sought to understand the 

interrelationships within and among subsystems, as well as between the organisation and its 

environment. The proponents of contingency theory further developed their views by defining the 

patterns of relationships or configurations of variables, they emphasised the multivariate nature of 

organisations, and also attempted to understand how organisations operate under vaiying 

conditions and in specific circumstances. However, contingency views were ultimately directed 

towards suggesting organisational designs and managerial actions. Contingency theories have 

three common themes: (1) organisations are open systems, (2) structures and performance are 

based on situational variables, and (3) there is no ‘one best way’ for all organisations. Luthans
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(1985) suggested a three-dimensional model comprising of situational variables, management 

variables and different levels of performance effectiveness, but questioned if these could be 

arranged in a fashion that would make it of practical benefit. The benefits o f contingency theory 

to organisational structural design were identified by Morgan (1986) as (1) its understanding of 

relations between organisations and their environments, (2) it emphasises survival as the key aim, 

and that survival is a process, (3) it identifies different species of organisation and that choice 

exists for each, and (4) it stresses its virtue in the process of innovation. Note how these benefits 

relate to the key considerations identified for this research study earlier: processes, relationship 

with environment, choice. However, the primary contribution of contingency theory has been the 

recognition of the limitations of general principles of management being applicable to all 

organisations.

Mullins (1994) stated that the criticisms, difficulties and limitations of the contingency approach 

usually revolve around seven issues: casual relationships, organisational performance, 

independent variables, multiple contingencies, plaimed change, power factors, and the timing of 

organisational change. Morgan (1986) saw the limitations as being that it leads one to view 

organisations and entrepreneurs in a way that is far too concrete, and that it assumes functional 

unity. Bumes (1996) identified the major criticisms of contingency theory as being the difficulty 

in relating structure to performance, that there is no agreed definition of key variables, the impact 

between size and structure is unclear, informal structures are ignored, and that objectives may be 

vague and conflicting. But contingency theory is arguably simpler to understand than the ‘human 

relations’ approach, and while broadly rejecting the ‘classical’ approach contingency theory does 

take a rational marmer based on matching known structural alternatives to identifiable 

contingencies. In Pfeffer’s (1982) categorisation in Table 2.1, structural contingency occurs at the 

organisation level (not individual), and its perspective is rational and goal directed. In Robbins’ 

fi-amework in Figure 2.2, contingency design is categorised as beir^g both rational and open. 

These categorisations fit the considerations identified earlier in Chapters 1 and 2 concerning: (1) 

the need to look at firms rather than individuals, (2) that structure is the result of rational 

decision-making, (3) that fast-growth is goal directed, (4) that successful entrepreneurial teams 

possess a shared purpose, and (5) that the firm is influenced by its environment. Therefore, the 

broad area of contingency theory possesses the dimensions and considerations that are required to 

providing a solution to the needs of the study, although the appropriate model has not yet been 

distinguished. However, one work that could be applicable is a study by Bums and Stalker (1961) 

and this is analysed in the following section.
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2.6 MECHANISTIC & ORGANIC ORGANISATIONAL DESIGNS

The work of Bums and Stalker (1961) neither accepts nor rejects what went before since they 

argue that both the ‘classical’ approach and the ‘human relations’ approach might be appropriate 

depending on the nature of the environment. Their interpretation o f contingency theory restored 

responsibility to the managers for adopting the structures and practices suitable to the 

environment (which has been a critical concem of this work). Bums and Stalker analysed the 

effects of the external environment on the pattem of management and economic performance of 

20 firms in a variety of industries in the U.K. They distinguished five different kinds of 

envirormients ranging from ‘stable’ to ‘least predictable’, and they also identified two divergent 

systems of management practice and structure, which were ‘mechanistic’ and ‘organic’. The 

mechanistic system leans towards a rigid structure, whose characteristics are similar to those of 

bureaucracy, and is more suitable to stable conditions. The organic system is a fluid structure, 

appropriate to changing conditions and the unforeseen circumstances that constantly arise, 

requiring actions outside defined roles, as show in Table 2.2.

TABLE 2.2 - Mechanistic and Organic Organisational Designs

CHARACTERISTIC
Structure

Communication

Instructions

Information

Relationship to organisation

MECHANISTIC
Hierarchical 

Vertical (primarily) 

From Supervisor 

Concentrated on top 

Obedience

ORGANIC
Network based 

Lateral

Advise, information

Throughout

Commitment

SOURCE: Burns and Stalker (1961)

The location of authority in an organic system is by consensus, and the lead is taken by the person 

who is seen as most informed and capable. However, while firms are not hierarchical they are 

stratified. Commitment to goals is greater in the organic system and it becomes more difficult to 

distinguish between the formal and informal organisation. The development of shared beliefs in 

the values and goals of organic systems is contrasted sharply with the monitoring of performance 

in the mechanistic system. The positioning o f a firm between the mechanistic and organic system
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is not fixed according to Bums and Stalker, and an organisation moving between relatively stable 

and changing environments, may also move between the two systems. Thus a structure can be 

elastic and might oscillate between both forms. This has also been a critical concern of this work, 

as growth has been defined as a process that will require continual readaptation. Each system is 

appropriate to its own set of conditions and neither is proffered as being superior under all 

circumstances. Furthermore, Bums and Stalker argue that nothing in their experience justifies that 

the mechanistic system should be superseded by the organic system in times of stability.

A mechanistic system is characterised by:

• the specialised differentiation of functional tasks into which the problems and tasks 

facing the concern as a whole are broken down,

• the abstract nature of each individual task which is pursued with techniques and 

purposes more or less distinct from those of the concem as a whole,

• the reconciliation, for each level of the hierarchy, of these distinct performances by 

the immediate superiors, who are also responsible for seeing that each is relevant in 

their own special part of the main task,

• the precise definition of rights and obligations and technical methods attached to each 

functional role,

• the translation of rights and obligations and methods into the responsibilities of a 

functional position,

• hierarchic stmcture of control, authority and communication,

• a reinforcement of the hierarchic structure by the location of knowledge of actualities 

exclusively at the top of the hierarchy, where the final reconciliation of distinct tasks 

and assessment of relevance is made,

• a tendency for interaction between members of the concem to be vertical,

• a tendency for operations and working behaviour to be gbvemed by the instmctions 

and decisions issued by superiors,

• insistence on loyalty to the concem and obedience to superiors as a condition of 

membership,

• a greater importance and prestige attaching to intemal (local) than to general 

(cosmopolitan) knowledge, experience and skill.

An organic system is characterised by:
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• the contributive nature of special knowledge and experience to the common task,

• the realistic nature of the individual task which is seen as set by the total situation of 

the concern,

• the adjustment and continual redefinition of individual tasks through interaction with 

others,

•  the shedding of responsibility as a limited field of rights, obligations and methods,

• the spread of commitment to the concern beyond any technical definition,

• a network structure of control, authority, and communication,

• omniscience no longer imputed to the head of the concern; knowledge may be 

located anywhere in the network; this location becomes the centre of authority,

• a lateral rather than vertical direction of communication through the organisation,

• a content of communication which consists of information and advice rather than 

instructions and decisions,

• commitment to the concern’s tasks and to the ‘technological ethos’ of material 

progress and expansion is more highly valued than loyalty,

• importance and prestige attach to affiliations and expertise valid in the industrial and 

technical and commercial milieu external to the firm.

The work of Bums and Stalker (1961) considers the merits both of traditional and alternative 

organisations. It additionally recognises the impact o f environmental factors and how they might 

influence the structural configuration of a firm. The fi'amework also incorporates the growth or 

movement of a firm over time. Thus, the framework can be dynamic, fluid, open, closed, 

hierarchical, or whatever the structural requirements of a firm might be at a particular point in 

time. In a later article, Bums (1963) suggested that the reluctance to modulate the structure when

adaptation is required was the result of individuals being more committed to their career than to

the company. This is the result of sectional interests deeply preoccupying the positions held, and 

of internal political systems creating relationships and conduct that is frequently self-motivated.

This research study seeks to understand the 'structural configuration' that fast-growth firms 

founded by entrepreneurial teams employ, and it was determined that human resource theory, 

population ecology theory, and adhocracy theory had less relevancy for the reasons stated earlier 

in this chapter. The organic/mechanistic system of Bums and Stalker is neither a classical 

hierarchical framework nor a contingent fluid framework but can move between these theoretical 

constructs. In the context of Pfeffer’s categorisations (1982 -  Table 2.1), the level of analysis is
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‘total organisation’, while the perspective on action is ‘purposive, intentional, goal, directed, and 

rational’. The organic system identifies consensus and networks as being critical, whereas the 

mechanistic system is more concerned with individual responsibility, precise definition of roles, 

vertical communication, and obedience to superiors. But in adopting the Bums and Stalker (1961) 

notion of organic and mechanistic systems for this study, how does this fi*amework aid one’s 

understanding of fast-growth firms founded by entrepreneurial teams?

It is the first contention of this chapter that organic systems are most appropriate for fast-growth 

firms for a number of reasons. The nature of fast-growth firms identified earlier in Sections 1.3.4, 

1.3.5, and 2.3, highlighted the need for the organisation to adapt quickly to the needs of that time. 

The review of the literature also noted that fast-growth firms have a loose-tight configuration, that 

employees possess an increased sense of responsibility, that lines of authority are reduced, that 

boundaries are flexible, and that networks are key to success. These characteristics are very 

closely related to those identified by Bums and Stalker as organic systems. In contrast, the non- 

fast-growth firms were characterised as being hierarchical, and that management held both 

control and authority. These characteristics in turn are very closely related to those identified by 

Bums and Stalker as mechanistic systems. Thus, the literature supports the argument that fast- 

growth firms are more likely to have organic systems, while non-fast-growth firms are more 

likely to have mechanistic systems.

The second contention of this chapter is that organic systems are most appropriate for 

entrepreneurial teams for a number of reasons. The nature of fast-growth firms identified earlier 

in Sections 1.4 and 2.4, highlighted that successful entrepreneurial teams have shared goals, that 

individuals are integrated into a network, that interactions are effective, that the specialist 

knowledge and experiences are widely held and utilised, and that the team members have the 

capacity to organise for themselves. These characteristics are very closely related to those 

identified by Bums and Stalker as organic systems. The traditional management frameworks for 

firms founded by a lone entrepreneur concemed hierarchy, control, delegation downwards, and 

the clear definition of roles and responsibilities. These characteristics in turn are veiy closely 

related to those identified by Bums and Stalker as mechanistic systems. The literature supports 

the argument that firms founded by entrepreneurial teams are more likely to have organic 

systems, while firms founded by lone entrepreneurs are more likely to have mechanistic systems.
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So what of the relationship between organisational structures, fast-growth firms and 

entrepreneurial teams? The evidence of the literature clearly indicates that both fast-growth firms 

and firms founded by entrepreneurial teams will have organic systems, and that non-fast-growth 

firms and firms founded by lone entrepreneurs will have mechanistic systems. Therefore, fast- 

growth firms founded by entrepreneurial teams will employ an organic structure, and non-fast- 

growth firms founded by lone entrepreneurs will employ a mechanistic structure. What is less 

clear is the positioning of fast-growth firms founded by lone entrepreneurs, and non-fast-growth 

firms founded by entrepreneurial teams, since both combinations contain a mix of organic and 

mechanistic systems. As mentioned at the beginning of this section, this framework is a 

continuum that runs between the points of organic and mechanistic, with fast-growth firms 

founded by entrepreneurial teams near the organic point, and non-fast-growth firms founded by a 

lone entrepreneur near the mechanistic point. At unidentified positions between those two points 

lie fast-growth firms founded by lone entrepreneurs and non-fast-growth firms founded by 

entrepreneurial teams. Indeed, according to Bums and Stalker, any classification of firm can 

oscillate between these points as their environment alters.

This chapter sought to identify the organisational structure employed by fast-growth firms 

founded by entrepreneurial teams in a changing environment. Therefore, based on the analysis of 

Chapter 2, the first proposition of this work is that:

Fast-growth small firms founded by entrepreneurial teams in a growing industrial 

sector are more likely to use an organic structure.

In general, fast-growth firms will differ from non-fast-growth firms because o f the need to adapt 

quickly, which the organic system allows fast-growth firms to do. Bureaucratic or hierarchical 

organisations are less likely and less able to adjust to environmental fluctuations in such a 

manner. Possible exceptions, for example, might include a firm that produces one product for one 

purpose and demand is persistent. Entrepreneurial teams will differ from lone entrepreneurs 

because teams have a developed sense of networking and shared purpose that is naturally organic. 

Together, fast-growth firms founded by entrepreneurial teams require the fi-eedom and possess 

the capacity to mould themselves into the needs of the time. This uncommon ability separates 

these firms from non-fast-growth firms, and from firms founded by individuals.

2.7 CONCLUSION

74



At the end of Chapter 1 it was concluded that for the purposes of this study the industry selected 

would be the software industry, and that the performance would be measured by fast-growth 

firms. The environment would therefore be uncertain due to change and growth. Chapter 2 

initially examined enterprise formation so as to give context to this chapter. Next (in Section 2.3), 

it was determined that the work would focus on the ability of a firm to structurally realign itself 

during the process of growth (not the different stages that it might go through). In the 

examination of team formation (Section 2.4) it was determined that the research study is 

concerned only with an enterprise from the time of its birth (not conception), and that the issue of 

entrepreneurial teams would pertain to the decisions taken by teams after coming together (not 

how they were formed or how they interact). It was within these parameters that a theoretical 

framework of organisational structure was sought that would best suit the needs of this research 

study.

While the fraditional pyramid or hierarchical structures remain appropriate to many firms, the 

swiftly changing environments of growth industry sectors require an alternative approach. The 

notion of a universal answer for all enterprises has less relevance in today’s commercial world, 

but instead a realisation that individual analysis is prerequisite. In his book ‘Liberation 

Management’ (1992), Tom Peters talks of ‘unglued organisations’ and of the scramble for new 

imagery. He disagreed with Chandler's (1962) idea that structure follows strategy, and instead 

argued that it is the structure of the organisation that influences the markets that the firm attacks. 

A vertically integrated, hierarchically steep organisation cannot shift course very quickly. A fluid 

organisation can. Changing environments require firms to be able to realign themselves promptly. 

Furthermore, a firm wishing to grow swiftly ought to be able to mould itself into the requirements 

of its surroundings. The structure of some firms should be like oil, which shape themselves 

according to that around them.

In addressing the question ‘what organisational structure is employed by fast-growth small firms 

founded by entrepreneurial teams?’ a number of different schools of thought were investigated. 

Each school was evaluated within the boundaries outlined above, with the benefits and criticisms 

of each given due consideration. The answer to the question was resolved through the work of 

Bums and Stalker (1961). In times of growth, fast-growth firms will utilise an organic structure, 

while in times of stability they will alter to a mechanistic structure.
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CHAPTER 3

STRATEGIES, 

FAST-GROWTH FIRMS,

AND ENTREPRENEURIAL TEAMS



3.1 INTRODUCTION

Increasing competition and a rapidly changing environment have generated a need for strategic 

thinking to be given closer analysis by today’s management. Liedtka and Rosenblum (1996) 

argued that the fashioning of strategy was inextricably linked to the management of change. 

Indeed, strategic management itself has altered to cater for this evolution. Grant (1995) traced this 

development from budgetary plarming and control in the 1950's, to corporate planning in the 60's, 

to corporate strategy in the 70's, to analysis of industry and competition in the late 70's and early 

80's, through to the latter day quest for competitive advantage. This concern to gain an edge, or 

an elevated position in the marketplace, has caused writers, such as Dudley (1990) and Reid 

(1993), to focus their attention on where advantages may be found; whatOhmae (1982) referred 

to as ‘relative superiority’.

A perusal of the literature will inform the reader that the search for such an advantage begins with 

an overview of the current position. Tj^aical formats for strategic planning (Luffman et al, 1987; 

David, 1991; Thompson and Strickland, 1993) will take strategists through a process of problem 

identification, analysis of the present position, strategy formulation, strategy implementation, and 

monitoring and evaluation. But as Egan (1995) proffered, while theory suggests that companies 

should take environmental analysis as their starting point, develop competitive strategies driven 

by customer focus, and then create an appropriate organisation form for their effective 

implementation, in practice they tend to do exactly the reverse. Hamel and Prahalad (1994) 

contended that great companies fail either because of their inability to escape the past, or their 

inability to invent the future. Research carried out by the STRATOS group (1990) found that only 

close to one in six firms had strategic plans. Approximately 50% of those organisations studied 

were satisfied with short term/one off plarming. The research also discovered that those who 

utilised strategic plaiming were capable of altering in a fast changing environment, had the tone 

set by the ‘lead entrepreneur’, and were more likely to co-operate with other firms. The difference 

therefore, between theory and practice appears to remain wide despite the benefits that strategic 

planning offers an enterprise.

Hofer and Schendel (1978) asserted that a strategy describes the fundamental characteristics of 

the match that an organisation achieves between its skills and resources, and the opportunities and 

threats in its external environment; a strategic fit that enables the firm to achieve its goals and 

objectives. But classifying strategies has proved a difficult task. Chrisman et al (1988) built on
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the work of Porter (1980) and Abell (1980) to develop a more scientific classification than 

previously available. However, the fourteen generic strategies thatChrisman et al identified had 

no empirical evidence supporting their validity. Hambrick (1984) examined the conceptual and 

methodological issues involved in such classifications. These issues included which variables to 

classify, framing the domain of the taxonomy, developing longitudinal taxonomies, manipulating 

variables, and incorporating organisational performance into strategic taxonomies. Hambrick also 

drew a distinction between typologies (conceptually derived) and taxonomies (empirically 

derived). Whittington (1993) observed that there were thirty-seven books in print at that time with 

the title ‘Strategic Management’, and that nearly all contained the same matrices and authorities. 

He identified four approaches to strategy, which were classical, evolutionary, processual, and 

systemic. The classical approach is associated with authorities such asAnsoff (1965) and Porter 

(1980), where strategy is viewed as a rational process of deliberate calculation and analysis. In 

the classical approach strategy is designed to maximise profit and long-term advantage. Good 

planning and objective decision making is considered to be the primary difference between 

success and failure. Writers such as Hanan and Freeman (1988) propounded the evolutionary 

approach. This perspective argues that it is the market, not the manager, which makes the choices, 

and those competitive forces select the fittest for survival. Firms who are unable to change 

quickly become extinct, and therefore, successful strategies only emerge as the process of natural 

selection occurs. The processual approach would consider that long-range planning is futile, but 

not because of environmental discretion. Cyert and March (1963) argued that because people 

have differing interests, are limited in their understanding, and are ‘careless’ in their actions, they 

are unlikely to unite and execute a perfectly calculated plan. Cyert and March suggest that in 

practice a strategy would emerge from a process rather than a rational series of calculations. 

Finally, in the systemic approach, the selection of strategy is directly related to the firm’s 

‘system’. Incorporating Granovetter’s (1985) conception of ‘social embeddedness’, systemic 

theorists propose that the objectives and practices of strategy is dependent upon the social system 

in which the decision transpires. Thus, while the strategy may not maximise profit, it satisfies 

other needs. This perspective also posits the idea that since strategy reflects the contextual social 

system, firms from different countries will vary in their distinguishing approaches to strategy, 

making the transfer of strategic philosophies and techniques quite difficult.

The purpose of this chapter is to examine the relationship between strategies and fast-growth 

firms, with particular reference to those founded by entrepreneurial teams. Strategy is interpreted 

as the long-term planning for success. Therefore, what is being sought by analysing the literature
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is the identification of an appropriate framework that can be employed to investigate through 

primary research the strategies employed by fast-growth firms founded by entrepreneurial teams, 

and how these differ to the strategies employed by other firms. To assist the reader in 

understanding the diversity of strategies at hand, the chapter opens with a review of the literature 

that identifies some of the wide variety of perspectives on strategic choice. This section is 

consciously descriptive, as it offers both the contexts and the possibilities from which strategies 

are utilised, either by design or having emerged through a process. Next, the chapter focuses on 

an investigation of the strategies utilised by small firms, particularly fast-growth small firms, and 

incorporates a review of the empirical research on SME growth strategies. Thereafter, the chapter 

examines the relationship between strategy and entrepreneurial teams, and then the differing 

theoretical perspectives on strategy. Finally, accepting that the strategies utilised by firms are 

either built upon resource-based, life-cycle, strategic adaptation, or motivation perspectives 

(Wiklund, 1998), the chapter arrives at the conclusion that the Mintzberg (1979) work of 

deliberate-emergent strategies is the most appropriate framework to investigate the strategies 

employed by fast-growth firms founded by entrepreneurial teams. This framework becomes a 

basis o f the research study, and offers a proposition on what strategy fast-growth small firms 

founded by entrepreneurial teams utilise.

3.2 PERSPECTIVES ON STRATEGIC CHOICE

The purpose of this section is to describe the wide variety of strategies that are available before a 

later section of the chapter uses empirical research to discuss which of these strategies are most 

associated with fast-growth firms. Although many issues of disagreement exist regarding strategic 

decision making, there is some accord that an enterprise should both plan and implement a 

strategy, although as previously discussed (STRATOS, 1990), strategies are more likely to 

emerge rather than be employed as a result of deliberate decision making. Managers should 

develop strategies to guide how an organisation conducts its business, and how it will achieve its 

target objectives. Without strategy there is no cohesion to generate the intended results. To what 

level o f planning one should aspire remains open to question since the requirement of freedom to 

move suddenly in alternate directions could be necessary. Orchestrated strategic planning should 

go through a process that develops over time. This activity would begin with the vision (core 

values, purpose, mission), then move through strategy (internal and external assessment, strategic 

decisions and objectives), and conclude with tactics (specific action steps). A perusal of the 

literature will demonstrate that a wide variety of frameworks and models exist to enable the

85



strategist to analyse the existing situation. These would include: the PIMS Model (Schoefferet al, 

1974), the Five Forces Model (Porter, 1980), the Product Life Cycle (Kotler, 1984), the Value 

Chain (Porter, 1985), and the BCG Model (Stem and Stalk, 1998). They also believed that the 

strategy must leverage off the strengths o f the organisation, it must be realistic, and it must be 

determined with the participation of those who will make it happen.

FIGURE 3.1 - Perspectives of Strategic Choices

(1) Generic Competitive Strategies - Porter (1980)

* Cost leadership

* Differentiation

* Focus

(2) Military Strategies - James (1985)

* Deterrence

* Offence

* Defence 

■" Alliance

(3) Germination Strategies - Jauch & Glueck (1988)

* Stability

* Expansion

* Retrenchment

* Combination

(4) Intensive Strategies - Ansoff (1965)

* Market Penetration

* Market Development

* Product Development

(5) Integration Strategies - David (1991) ,

* Forward 

Backward

* Horizontal

(6) Diversification Strategies -  Kotler (1984)

* Concentric

* Horizontal

* Conglomerate
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In resolving what direction a firm might take or have taken, an array of alternative strategies is 

available to management. These options are highlighted in Figure 3.1, with one reference 

provided for each classification. The perspectives offered are neither exhaustive nor mutually 

exclusive. They serve to illustrate the variety of strategies that could be or were taken by an 

organisation. The remainder of this section inspects more closely these strategic choices to enable 

the reader to better understand the discussions that arise later regarding the options that empirical 

research suggests are employed by fast-growth firms founded by entrepreneurial teams.

3.2.1 Generic Competitive Strategies

Porter's ‘Generic Strategies’ (1985) have found popular favour, as they are easily demonstrated 

and utilised. They are referred to as ‘generic’ because all businesses or industries can utilise them 

regardless of whether they are manufacturing, service, or not-for-profit organisations. Cost 

leadership can be achieved through proprietary access to cheaper inputs or technologies, or 

through economies of scale, and is more appropriate to stable environments. The dangers of this 

strategy lie with the potential ability of competitors to find ways of producing at a lower cost, or 

of imitating the cost leader’s methods. Differentiation offers a product or service that is perceived 

as being imique by the marketplace, and possesses attributes that the customer values. This 

strategy is more appropriate to dynamic environments, since it can avoid more costly forms of 

competition such as price cuts. Porter identified three key areas of risk to this strategy, of which 

the principal one was the possibility of the cost differential becoming too great to maintain brand 

loyalty. The other risks were that the buyers’ needs for the differentiating factor might fall, or that 

imitation may narrow the perceived differentiation. The final strategy, focus, is unlike the others, 

as it is not an industrywide strategy. It is targeted at particular buyer groups, either by product 

line or geographic area. A focus strategy can exploit either the differences or cost behaviour in 

some segments, and so is only available where segments are poorlj^ served by the broadly 

targeted competitors. It is only sustainable for as long as the niche is defendable. Porter was 

particularly strong in his view that firms must decide on a strategy, and not be ‘stuck in the 

middle’. But dissenters exist to this perspective. Gilbert and Strebel (1991), for example, 

identified two types of generic strategies (one-dimensional strategies - either high perceived value 

or low delivered cost - and two-dimensional outpacing strategies - eitherpreemptive or proactive) 

that allow firms to maintain their superior competitive advantage throughout the evolution of the 

industry.
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3.2.2 Military Strategies

According to Ries and Trout (1986), studying the art o f warfare will enhance a firm’s ability to 

compete in the marketplace. The military analogy has had a number of supporters, and the most 

frequently quoted works were those of Machiavelli (Bull, 1981), Sun Tzu (Clavell, 1990), and 

Von Clausewitz (Graham, 1997). Possibly best known amongst the proponents of the military 

analogy was James (1985). He argued that the organisations which will survive and prosper will 

be those that recognise the new rules of the marketplace, and who adopt endgame strategies. He 

believed that those firms that continue to use plans that are not conflict orientated would have a 

less than even chance o f survival. The four principal strategies he recognised were attack (frontal, 

flanking, encirclement, bypass, and guerrilla attacks), defence (position, flanking, preemptive, 

counteroffensive, mobile, and contraction defences), deterrence, and alliance. Each manoeuvre 

was detailed as to when it might be appropriate, and what resources and capabilities would be 

required. James also talked of deterrence being a battle that is won in the mind through 

psychological pressure rather than physical combat. But it is James’ notion o f business being 

conflict orientated that magnifies the weakness of this analogy in today’s environment, since the 

movement in recent years has been towards integration, alliances, and relationships. It is about 

coming together in a win-win scenario, rather than doing battle in the marketplace.

3.2.3 Germination Strategies

Jauch and Glueck (1988) offered the germination options that are stability, expansion, 

retrenchment, and combination strategies. Each are considered with regard to the pace or the 

business definitions of products, markets, or functions. According to Jauch and Glueck, stability 

is more likely to occur if  the firm is doing well, the environment is not volatile, and the product or 

service has reached the mature stage of its life cycle. Its main focus is on incremental 

improvement. However, it is not a ‘do nothing’ approach, since a deliberate decision has been 

taken to pursue stability. An expansion strategy is more likely to occur in highly competitive, 

unstable industries, particularly in the early stages of the life cycle. This could be implemented 

through the addition o f new products, penetrating new markets, or by integration. High 

investment is implied, as new resources require financing. Retrenchment might result if the firm 

is doing poorly, greater retums can be gained elsewhere, or the product or service is at the end of 

its life cycle. Firms will abandon market shares, reduce expenses and assets, prune products, and 

pursue maximum positive cash flows. Layoffs, the reduction in outlays such as R&D and
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Marketing, and the increase in the collection of receivables can lead to increased performance. 

Finally, combinations are more likely for multiple SBU firms in periods of economic transition, 

and during changes in the life cycle. Any alternative has the potential to improve performance, 

and is not necessarily superior to another in all circumstances.

3.2.4 Intensive Strategies

The Ansoff Matrix (1965) has been popular for its learning simplicity rather than deep insights. 

The matrix searches for opportunities through product and market expansion. Three intensive 

growth strategies identified are market penetration, market development, and product 

development. A fourth strategy, diversification, is dealt with later in this section of the chapter. 

The market penetration strategy could occur by persuading existing customers to buy more, or 

attracting the customers of the firm’s competitors to switch loyalty, or through non-purchasers 

buying the product. The market development strategy considers whether the firm can develop 

new markets for its current products, of which selecting a new distribution channel is a popular 

choice. Product development strategy transpires when the firm develops new products of 

potential interest for its existing market, particularly through new product development. The 

Ansoff Matrix is a useful framework for contemplating the manner in which growth can be 

achieved through product strategy, although it does not prescribe when each strategy should be 

employed. Quinn (1978) argued that these ‘hard data’ decisions tend to dominate analytical 

literature, while management have identified other ‘soft’ changes that have at least as much 

importance in shaping the strategic posture of the organisation.

3.2.5 Integration Strategies

David (1991) discussed integration strategies as being forward, backward, and horizontal. These 

options allow a firm to expand through synthesising its efforts with distributors, suppliers, and/or 

competitors. Forward integration involves gaining control over distributors or retailers, backward 

integration seeks control of a firm’s suppliers, and horizontal integration endeavours to increase 

control over a competitor. Jauch and Glueck (1988) saw vertical integration as a strategy that 

expands or contracts the business definition fundamentally in terms of functions performed. The 

vertical integration challenge is whether to perform more or less functions than presently 

discharged. Harrigan (1986) asserted that the principal disadvantage of vertical integration is that 

it locks a firm deeper into an industry. Therefore, unless vertical integration builds competitive
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advantage, it is a questionable strategic move. Vertical integration also increases the exit barriers 

with the high cost of abandoning such investments. Frequently, this makes fully integrated firms 

more vulnerable to new technologies and products than partially or non-integrated firms. Several 

alternatives to integration exist such as fi-anchising, joint ventures, strategic alliances, exclusive 

dealing agreements, and long-term contracts.

3.2.6 Diversification Strategies

The three general types of diversification strategies are concentric, horizontal, and conglomerate 

(Kotler, 1984). Concentric diversification occurs when new, but related, products are added to the 

organisation, giving technological or marketing synergies to current product lines. Horizontal 

diversification considers new products that might appeal to a firm’s existing customers, although 

unrelated to the firm’s present offerings. Conglomerate diversification occurs when new products 

are added and they have no relationship with the firm’s current technology, products, or markets. 

Thompson and Strickland (1993) identified six types of diversification strategies. These 

alternatives were strategies for entering new industries (acquisition, start-up, joint ventures), 

related diversification strategies, unrelated diversification strategies, divestiture and liquidation 

strategies, corporate turnaround and restructuring strategies, and multinational diversification. 

The first three of these involve ways to diversify, while the last three strengthen the competitive 

positions and performance of companies that have already diversified. Diversification is an 

attractive option when a firm has no further growth opportunities in its present business. Rumelt 

(1974) studied the performance from 1949 to 1969 of 250 large U.S. firms and found that the 

highest performers were in related diversification. ButChannon (1997) countered that while there 

was an evolutionary trend toward diversification, there was also strong evidence that many of 

those using such moves are unsuccessful. The reasons he gave for these failures included the lack 

of integration capacity, misunderstanding about relatedness, clash of corporate cultures, 

difficulties with synergies, and imposition of an inappropriate style of management. 

Diversification motivated by a desire to pool risks or achieve greater growth is frequently 

associated with the dissipation of value.

3.2.7 Choosing A Strategic Perspective

In choosing a strategic perspective, what is required is a system that conceptualises the decision 

making process allowing one to assess the various possibilities, identify any strategic gaps, and
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ultimately determine a choice. Such a prospect was presented by Harrison (1995), which is shown 

in Figure 3.2. This model is applicable to all forms of organisations. The strategic gap is defined 

as a comparison of the organisation's capabilities against the opportunities and threats in its 

external environment. The organisational capabilities would include management, technology, 

policies, and resources. A zero gap is highly unlikely due to factors such as imperfect 

information, time delays, technological breakthroughs, and managerial incompetence. Through 

such a process, in any circumstance, one can arrive at a strategy gap that is appropriate to the 

organisation at that time. But Harrison’s model suffers from a number of deficiencies in the 

context of this study, such as it is a static model since it deals only with the current position, and 

it simply identifies the gaps without offering solutions.

FIGURE 3.2 - The Concept of a Strategic Gap

ASSESSMENT

- Opportunities

- Threats

- Requirements

- Responsibilities

Positive Gap 

(0>E)

STRATEGIC GAP

Negative Gap 

(0<E)

ASSESSMENT

- Management

- Technology

- Policies

- Resources

SOURCE: Harrison (1995)

Strategic planning is not simply concerned with the present, but also with the future. Stacey 

(1996) proposed that the ability to exercise foresight depended on the dynamics of groups, 

organisations, and societies. Such systems, he argued, are not deterministic but adaptive. 

However, complex adaptive systems produce order of a changeable and diverse kind, which may 

come about in a spontaneous, emergent way. The manner through which an organisation is 

continually adjusted was termed an ‘entrepreneurial strategy’ by Murray (1982), whereby an 

enterprise will react to a perceived misfit by altering to suit the environmental change. Empirical 

research by Shan (1990) and Knight (1991) demonstrated this to be particularly true among high- 

technology firms who reacted by forming partnerships, networks or alliances. Needing to react 

quickly and lacking the resources and management skills to bring their innovations to full
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potential, the smaller firm will piggyback off the resources of others. What fast-growth small 

firms require is not similar to the choices available to large organisations. Much of the literature 

that has been examined in this section deals principally with bigger sized firms that are unable to 

manoeuvre quickly, and thus what is now required is a focus on those strategies that are relevant 

to small firm growth.

3.3 RESEARCH ON SME GROWTH STRATEGIES

While the previous section provided a very beneficial review on the choice of strategic 

perspectives available to firms generally, the focus of this work is the relationship between 

strategy and fast-growth small firms. The process of growth according toHanan (1987) includes 

growth drivers (those who propel the process), growth engines (firee flowing, flexible, fast acting 

business units), and strategies which must be unique to growth (not doing the same thing better, 

cheaper, etc). A fundamental point of Hanan’s work was that for growth to occur there must be a 

growth market, or at least a potential growth market. Vesper (1990) suggested that the growth of 

the industry as a whole plays a large role in determining growth patterns of new start-ups in that 

industry. He traced the boom in particular industries from the post-World War Two demand for 

consumer products and home construction, to the growth in banks, and savings and loans 

institutions in the 1950's, to the successes in franchising, equipment leasing, and conglomerate 

pyramids in the 1960's, through to high-technology in the 1970's. Murray andO'Gorman (1994) 

highlighted that successful high growth companies made two key managerial choices: (1) which 

market to compete in, and (2) how to compete in that market. But the ability to select a high- 

growth market is not in itself enough to ensure growth. McDougall et al (1994) found that the 

highest growth rates were exhibited by new ventures in high growth industries that pursued broad 

breadth strategies. But high growth can also be achieved in other ways, such as by founding new 

industries (innovating or transferring proven ideas from other countries), participating in 

expansion industries (high-tech, biotech, electronics), innovating in backward industries (farming, 

clothing), breaking into established markets (innovation or copying from other countries), or by 

improving standards of service (engineering, printing). These ways echo the point made 

previously in this work, that selecting a growth industry is not a proxy for a task environment. 

But it is not enough to be in the right market at the right time. Opportunities are made available 

for a short period of time due to a continually changing environment, and it is only those who can 

change direction quickly that can take first advantage. The paradox is that while strategy 

normally involves planning, the reactive structures identified in Chapter 2 for fast-growth firms
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require the freedom to shape the grasping of momentary opportunities that are emergent. Small 

firms can adapt with alacrity in such situations.

In Chapter 1, it was noted that small firms are not smaller versions of large firms. Small firms 

have a distinct set of needs in terms of addressing growth. Work by writers such as Shuman and 

Seeger (1986), Hanan (1987), Vesper (1990), Pearce and Harvey (1990), and Murray and 

O'Gorman (1994) have examined fast-growth strategies, and strategies for growth in small firms 

in particular. They recognised that small firms differed to large organisations in their ability to 

formulate strategy that adjusts to the environment. Others have investigated variations to this 

theme, such as the impact of growth strategies on profit performance (Cronin and Page, 1990), 

founding strategy and performance (Feezer and Willard, 1990), and innovative fast-growth firms 

(Steward and Gorrino, 1996). Arkebauer (1993) introduced the term ‘ultrapreneuring’ by 

questioning whether people wished to continue growing with a firm. Rather than staying on to 

manage or administer, they may prefer to sell-out and initiate another fast growth firm. His 

concept of ultrapreneuring is to identify a business opportunity, determine its viability, and form a 

company. This would require assembling a ‘supercompetent’ management team, who would then 

develop, produce, and market the product or service. They would then sell the majority interest in 

the company. All of this is achieved with a maximum resource leveraging of talent and money in 

the shortest, optimum time period. The weakness of many of these types of studies was that they 

implied that employing the correct singular strategy could achieve fast-growth for the firm.

In real terms, strategy is dependent upon a number of criteria. O'Gorman (1995) outlined seven 

principles for high-growth SME firms, such as compete by focusing on a narrow product/market 

position when classified into industrial subsections, compete by differentiating your product 

offering, be innovative, be strategically flexible, and invest in the future. For Reid (1993) growth 

was dependent upon profitability, low gearing, degree of differentiation, market share, and extent 

o f the market. He also suggested that younger firms grow faster than older SMEs, and that 

smaller firms will grow faster than larger SMEs. These findings agreed with the results from 

Storey et al (1987) from a study in the North-East of England of twenty fast-growth firms and 

twenty match firms. However, a review of empirical research literature reveals the multitude of 

alternative options used by small firms achieving fast-growth, and that consensus is distant on 

determining what strategy a firm wishing to achieve fast-growth should employ. The following 

strategies are those most frequently mentioned in the literature review. It must be noted that this 

catalogue is neither exhaustive, nor the most successful in a measured way, simply those most
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repeatedly referenced. For a detailed listing of research on small firm growth and performance, 

Wiklund (1998) provides a tabulation of seventy different studies, incorporating the work of over 

one hundred authors. However, it differs to the following inventory in that Wiklund’s list does 

not categorise the studies in the fashion presented below.

Choice o f  Market

ITiere are a number of writers who argue strongly that the first decision to be made is ‘in which 

market to compete’ (Smallbone et al, 1990; Gallagher and Miller, 1991; Murray and O'Gorman, 

1994; Bums and Myers, 1994; and McDougall et al 1994). The selected market referred to is not 

simply the industry, but the sector within it, and the physical location of the firm. For example, 

Gallagher and Miller identified the different rates of success between establishing a new venture 

in Scotland or in the South-East of England highlighting regional variations in growth rates.

Customer Driven

M.J. Storey's (1988) work on America's fastest growing companies pointed towards a number of 

key concerns, primary of which was the need to be customer driven. The Confederation of British 

Industry (1994) report on 'winning' companies stressed how essential it was to know and 

anticipate the future needs of the customer, and the necessity to focus on the customer and 

cultivate an active partaership. Kinsella et al (1994) stated that fast-growth firms kept in touch 

with their customers more closely than did the matched firms.

Wide Product Range

O'Gorman (1995) argued that high growth SMEs compete by focusing on a narrow product- 

market position, a view supported by Wynarczyk et al (1993). However O'Gorman's survey 

suggested that fast-growth firms are more likely to have a product range wider than their 

competitors. This was the opinion also of Smallbone et al (1990), McDougall et al (1994), and 

Murray and O'Gorman (1994).

Constantly Innovate

The Cambridge Small Business Research Centre (1992) found that 72% of fast growth firms had 

introduced a major innovation in the past five years, a point emphasised by the Confederation of 

British Industry (1994). Kinsella et al (1994) also noted that 73.7% of respondents of fast-growth 

firms in Northern Ireland had introduced a new product or service in the previous two years.
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Differentiation/Focus

Bums and Myers (1994) suggested that growth is associated with having a product or service that 

is better or different from competitors. They also noted that those companies engaged in price 

competition are likely to see their profits decline rather than increase if they become overreliant 

on this strategy. The EFER (1995) report mentioned that the majority of dynamic companies in 

their study had adopted a strategy that emphasised product differentiation rather than cost. 

Wynarczyk et al (1993) and Storey (1994) suggested that market positioning, or niches, was one 

method of offering a competitive advantage.

Highest Quality

Ever since the PIMS study highlighted the importance of the quality of product/service in relation 

to performance, a number of other studies have examined the issue with similar results. 

M.J.Storey (1988) talked of the highest level of quality provided by fast-growth firms, while 

Kinsella et al (1994) said that fast-growth firms tended to emphasise product quality, better 

service and back-up to a greater extent than did the matched firms. Storey (1994) also mentioned 

that the fast-growth firm was much more likely to see its comparative advantage in terms of 

quality.

Exporting

While studies by authors such as Bums and Choisne (1991) express concern about the low level 

of exports by SMEs in Britain, a number of researchers have stated that fast-growth firms place a 

strong emphasis on exporting (Feezer and Willard, 1990; Kinsella et al, 1994; and Storey 1994). 

The EFER (1995) report observed that little of the growth in Europe's 500 came from existing 

products in existing markets, but almost two-thirds of the growth came from entering new 

markets. A large majority of Europe's 500 are active in export markets, with exports accounting 

for 40% of their turnover as opposed to the 10% export share for SMEs overall. Pearce and 

Harvey (1990) and Bums and Myers (1994) suggested that the best possibility for expansion was 

through organic growth.

Higher Retained Profits

While financing acquisitions might be difficult, finding money for organic growth was easier. 

Storey et al (1987), Bums and Choisne (1991), 3i/Cranfield European Enterprise Centre (1993), 

and Kinsella et al (1994) each noted that much of growth was financed by retained earnings. 

Bums and Choisne study of Britain and France revealed that most companies used retained

95



earnings to finance their strategies (67% in Britain, 55% in France). Borrowing was a distant 

second option (23% in Britain, 28% in France), while finance by equity was found to be very 

rare. However, Storey (1994) reported that many small business owners are strongly opposed to 

sharing ownership. Those who indicated that they either had shared or were willing to share 

equity were more likely to grow, or had grown, than businesses that had not been so willing to 
offer equity.

In considering the empirical evidence presented above, it is worth remarking that while fast- 

growth small firms employed these strategies, it does not necessarily follow that they were 

deliberately chosen by the firms’ decision-makers. And while conventional thinking would 

suggest that for strategies to be implemented, for an organisation to grow quickly, and for 

profitability to transpire, careful selection of a strategy or combination of strategies is required, 

the work of the STRATOS Group (1990) has demonstrated otherwise. Although plans should be 

utilised as live documents to map out the future route for the organisation, planning is frequently 

regarded as a luxury by many of the ‘fire-fighting’ owner/managers. The choice of strategy is 

vitally important to the probability of a firm achieving fast-growth, but of greater importance is 

its ability to adapt and remould its strategy to the requirements of the environment. According to 

Tushman and Romanelli (1985), disparate environments require different strategies to achieve 

continual fast-growth performance, thereby necessitating the perpetual realignment between 

strategy and environmental demands. Therefore, what is required for this study is a framework 

that allows a firm to fluctuate between different forms of strategy dependent upon the 

requirements of the markets or the industry environments. The appropriate framework should also 

enable consideration to be given to the different classifications of firms that have been identified 

in this work, and how each of these classifications might behave differently in a strategic sense 

over time.

3.4 STRATEGY AND ENTREPRENEURIAL TEAMS

While achieving consensus in finding the appropriate strategy for a small firm to achieve fast- 

growth creates a significant challenge, it remains relatively elemental in comparison to 

establishing the relationship between strategy and entrepreneurial teams, which is also a key 

component of this work. As previously mentioned in Chapter 1, there is a dearth of work 

regarding entrepreneurial teams, and therefore the relationship between strategy and 

entrepreneurial teams has not been a significant research issue. Earlier reviews of the literature in
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Sections 1.4 and 2.4 highlighted that successful entrepreneurial teams possessed a shared sense of 

purpose, had effective interaction, embraced a wide range of knowledge and industry experience, 

and had the capacity to organise for themselves. However, the works did not examine the 

relationship between these characteristics and the strategy employed by a small firm.

Taking a broader sweep on one’s interpretation of ‘team’, Egan (1995) suggested that there were 

three approaches firms can take when expanding their operations; (1) organic development, (2) 

acquisitions, (3) networks. He paid particular attention to alliances, supply chains, and 

relationship marketing because he saw it as the solution to keeping the environment - strategy - 

organisation nexus in equilibrium. He pointed to growing evidence that network solutions provide 

extraordinary competitive advantages, particularly in an international context. This networking 

ability was not confined to external relationships, but additionally built upon internal 

relationships. DeMott (1994) referred to this desire for partnering as ‘teamnetting’. Indeed, there 

is much evidence to substantiate the argument that teams enhance the prospect of strategic 

growth. Emery and Purser (1992), Wiersema and Bantel (1992) and Weisboard and Janoff (1996) 

each demonstrated how teams, not a charismatic individual, were the drivers of successful 

strategic change over a sustained period. As Landrum et al (2000) stated, a self-managed team 

has the ability to share knowledge and does not rely on the characteristics or behaviours of one 

individual. Furthermore, Chandler andBaucus (1996) wrote of the positive relationship between 

the stability of an entrepreneurial team, effective strategy selection, and the sustained growth of a 

firm, although it was only a subsidiary point to their analysis of emerging businesses. Therefore, 

while there is no direct evidence o f entrepreneurial teams employing strategies that are more fast- 

growth than those employed by firms founded by lone entrepreneurs, there are definite linkages. 

According to evidence in the literature, firms managed by teams demonstrated the ability to 

employ successful growth strategies better than firms managed by individuals. Earlier in Chapter 

1, the literature indicated that firms founded by entrepreneurial teams (not management teams or
I

work teams) were more likely to achieve fast-growth than firms founded by a lone entrepreneur.

There was one more interesting point that arose from a review of the literature in this area. Lynch 

(1997) argued that the role of top and middle management in the formation of strategy needed to 

be reassessed. Hammond (1994) acknowledged that top-level executives are generally unable to 

formulate strategy by themselves. This necessitates strategy formulation becoming a process 

involving multiple levels of the firm. Growth through interaction and relationships remains an 

essential element of entrepreneurial teams, both inside and outside the organisation. Therefore,
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the argument being developed through the literature is that successful growth strategies are more 

likely to be implemented by teams (entrepreneurial). Additionally, it is in the best interests of the 

organisation if  the strategy could arise and be developed throughout the organisation. The idea of 

‘team’ begins with the entrepreneurial team, but later incorporates all levels of employees and 

stretches beyond the boundaries of the firm to assimilate alliances and networks.

3.5 THEORETICAL PERSPECTIVES

In selecting an appropriate strategy, the issue of whether structure follows strategy (Chandler, 

1962) or strategy follows structure (Peters, 1992) will arise. Williamson (1975) took the view that 

strategy needed to be resolved first, and that the organisational structure followed thereafter. 

Whittington (1993) believed that the Classical and the Evolutionary approaches of structure 

following strategy were too simplistic. While the Systemic approach was to be sensitive to 

context, the Processual approach was not to expect the relationship between structure and strategy 

to follow the neat sequential logic of the Classicists. Whatever the optimal theoretical base, 

Whittington held that the matching of strategy with structure was clearly critical to a firm’s 

performance. Lynch (1997) discerned five main criticisms to the ‘strategy follows structure’ 

process. He asserted that the type of structure is as equally important as the business area in 

developing a strategy, and that the structures may be too rigid and bureaucratic for the rapidly 

changing environment o f today. Hofer (1975) saw a significant relationship between strategy and 

the contingency theories of business, enabling the development of decisions during changes in the 

life-cycle, or when any other variables in the environment alter. By extension this would lead to 

the continual revaluation of appropriate structural configurations.

While Chapter 2 established the relationship between organisational structures, fast-growth firms 

and entrepreneurial teams, the purpose of this chapter is to examine thp relationship between 

strategies, fast-growth firms, and entrepreneurial teams. Already in this chapter the most popular 

growth strategies for fast-growth firms in the literature have been identified, but the principal 

conclusion was that fast-growth firms should have the ability to adapt their chosen strategy to 

meet environmental demands. Additionally, it was suggested that the most appropriate strategy 

for entrepreneurial teams would have an inclusive form of decision-making, since good ideas can 

come from anywhere in the organisation. It was also offered that firms founded by 

entrepreneurial teams were better at enabling strategies to evolve, and then have them 

disseminated throughout the organisation. Therefore, the appropriate strategic fi-amework should
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incorporate the interactions of all the participants while engendering responsibility among 

individuals. Planning without rigidity is the key action.

While small firm growth and performance have been studied in great detail in recent years, they 

are conceptualised in many different ways. Following an extensive literature review, one of the 

more interesting presentations on strategy typologies came fromWiklund (1998), who identified 

four theoretical perspectives: resource-based, life-cycle, motivation, and strategic adaptation. The 

following section initially overviews the various typologies, before turning to the most 

appropriate framework for this research study.

Resource Based Perspective

The resource-based perspective built fi:om the work of Penrose (1959). It describes the firm in 

terms of a collection of resources that are disposed of by administrative decisions. Appropriate 

strategies must be selected to maximise the effective use of these resources and capabilities. For 

the resource-based perspective, the environment places few limitations towards growth since the 

firm can use other resources or create new markets. But this notion of indefinite parameters is its 

greatest weakness, as no firm is removed from its surroundings. Chandler and Hanks (1994) 

argued that this is particularly true for small firms who, because of their size, are more susceptible 

to their environment.

Life-Cycle Perspective

The second perspective was the life-cycle perspective. Each phase requires the firm to alter its 

configurations since there are new requirements regarding the coalition between firm size, age, 

strategy, structure, and environment. Writers such asDavidsson (1989) argue that the life-cycle 

models are deterministic because they assume that all firms pass through all stages of the life

cycle, and that at each stage there is an optimal composition. Dhalla and Yuspeh (1976) and 

Jobber (1995) suggested that the limitations of the model were that it failed to recognise both 

‘fads’ and ‘classics’, that the product life cycle is the result of marketing activities and not the 

cause, and that a stylised objective and strategy recipe may be misleading.

Motivation Perspective

The third perspective offered was that of motivation. Theories such as McClelland’s (1961) ‘need 

for achievement’. Miner’s (1980) ‘task motivation’, and Vroom’s (1964) ‘expectancy theory’ are 

important in understanding the accomplishments of small firms. Industrial economists assume
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large organisations hire managers to maximise profit, but in small firms the owner/manager’s 

motivation for growth could be quite different. Johnson (1993) contended that what was 

imperative was a link between the psychological ‘input’ and the performance ‘output’. The areas 

of psychology and sociology with reference to an entrepreneur have already been determined in 

Chapter 1 to be outside the boundaries of this work.

Strategic Adaptation Perspective

The final perspective was the strategic adaptation perspective, such as that advocated by Tushman 

and Romanelli (1985), who emphasised that the fit between the demands of the environment and 

the strategy would have a strong correlation with performance. Low and MacMillan (1988) 

discussed the need for firms to adapt their strategies to environmental conditions if the firm 

wished to achieve high performance. Firms that perform well are likely to reorientate themselves 

as required, whereas firms that underperform realign themselves too frequently or too seldom.

O f these perspectives, strategic adaptation lies closest to the requirements of this research work, 

because what is being sought is a fi-amework that allows strategy to alter with growth. This study 

is not about the allocation of resources, or the motivation o f individuals and teams, nor the life

cycle of firms, but of the strategic options taken by fast-growth firms as opposed to non-fast- 

growth firms.

3.6 DELIBERATE AND EMERGENT STRATEGIES

In this chapter, a number of key points have been established. The first was that fast-growth firms 

require a strategy that can fluctuate and be realigned dependent upon the requirements of the 

markets or the industiy environments. The second point was that firms founded by 

entrepreneurial teams enhance the prospect of strategic growth, but that tl^is is best achieved by 

strategy formulation becoming a process involving multiple levels of the firm. Thirdly, the most 

appropriate theoretical perspective for the relationship between strategy, fast-growth firms, and 

entrepreneurial teams is one of strategic adaptation. But these points lead to the question - does 

engendering a flexible, fi-ee flowing, adaptive organisation lead to chaos and lack of planning? 

Bhide (1994) argues that there is no justification for a ready-fire-aim approach. He suggested that 

entrepreneurs should play with and explore ideas, letting their strategies evolve through a 

seamless process of guesswork, analysis and action. This viewpoint then leads to the question of 

whether strategy should be deliberate or emergent. Stopford and Baden-Fuller (1994) took the
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position that building entrepreneurship can be both deliberate and emergent. It can be deliberate 

in the sense that a clear direction or challenge has been established by the chief executive, and 

emergent in the sense that the details of the actions were seldom planned far in advance. They 

found that in successful firms evolution is incremental, but consistently in the same direction.

Mintzberg and Waters (1982, and 1985) saw deliberate and emergent strategies as forming two 

poles of a continuum along which one would expect real-world strategies to fall. They argued that 

for a strategy to be perfectly deliberate, at least three conditions would have to be satisfied. First 

there must have been precise intentions, articulated in detail. Secondly, the intentions must have 

been common to all actors. Thirdly, these collective intentions must have been realised exactly as 

intended. However, attaining these conditions is quite improbable, since the environment must 

have been perfectly predictable, totally benign, or under the full control of the organisation. For a 

strategy to be emergent, there must be consistency over time, even if  there is no intention about it. 

Again, this scenario is improbable, as it is difficult to imagine consistent action in the total 

absence of intention. Therefore, deliberate and emergent strategies are two points either ends of 

the spectrum and between these locations lie a variety of types of strategies. They identified the 

following positions along the continuum as (moving from deliberate to emergent); planned, 

entrepreneurial, ideological, umbrella, process, unconnected, consensus, and imposed. They saw 

entrepreneurial strategy as being closer to deliberate since the strategy originates in a central 

vision, usually that of a single leader. However they acknowledge that the strategy can have 

emergent characteristics additionally since vision only provides a general sense of direction, 

thereby allowing room for adaptation. Also, because the leader's vision is personal it can be 

changed. Mintzberg and Waters speculated that strategies would tend to be more deliberate in 

tight, centrally controlled organisations and more emergent in loose, decentralised organisations. 

They submitted that the fundamental difference between deliberate and emergent strategy is that 

the former focuses on direction and control, while the latter opens up the notion of ‘strategic
I

learning’. Emergent strategy does not mean chaos, rather it signifies ‘unintended order’. In other 

words, it does not mean that management is out of control, only that it is open, responsive, 

flexible, and willing to learn. Emergent also means that control is given to those who currently 

possess information that is detailed enough to mould the appropriate strategies. This is similar to 

the work o f Bums and Stalker (1961) where leadership within the team was given to the person 

with greatest knowledge, not the person who was furthest up the hierarchy. Emergent strategies, 

therefore, open the way for collective action and convergent behaviour. Emergent strategy is not 

the same as ad hoc, since emergent is planned in a very broad sense.
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Mintzberg (1979, and 1987) examined further the formulation of strategy, and utilising the 

analogy of a potter, considers the notion of strategy being crafted rather than plaimed. A potter 

knows what has worked in the past, has a clear sense of what is to be done with the new work, 

and yet may change direction as the new clay is being moulded. What emerges from the wheel is 

likely to be in the tradition of the past, and a representation of the future. Therefore, according to 

Mintzberg, strategies are both plans for the future and patterns from the past. Furthermore, they 

can form, evolve, or emerge as well be formulated. From his works, seven distinct points could be 

drawn regarding deliberate and emergent strategies. Deliberate strategies are;

• planned,

• determined only by top management,

• permanent once implemented,

• disseminated throughout the organisation in a consciously managed process,

• slow to host new strategies,

• are clearly determined in advance by a recognised process,

• made by the CEO.

Meanwhile, emergent strategies are:

• evolved over time,

• delivered from anywhere in the organisation,

• permanent once everyone understands their role,

• disseminated by leaving the specifics to others lower down in the organisation,

• continually generating new strategies,

• formed over time,

• made by any member of the organisation with appropriate information.

Mintzberg believed that the image of the strategist as a planner or visionary was too limiting. He 

maintained that a manager wishing to craft their own strategy should have the ability to detect 

discontinuity, know their business, manage patterns, and be able to reconcile change and

continuity. This research study seeks to understand the 'strategy' that fast-growth firms founded

by entrepreneurial teams employ, and it was determined that resource-based perspective, life

cycle perspective, and the motivation perspective had less relevancy for the reasons stated earlier 

in this chapter. The emergent/deliberate system ofMintzberg is a strategic adaptation perspective, 

neither a classical hierarchical framework nor a contingent fluid framework but with the ability to 

move between these theoretical constructs. The emergent system identifies inclusion and 

evolution as being critical, whereas the deliberate system is more concerned with strategy being
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determined by top management as a consciously managed process. But in adopting the Mintzberg 

notion of emergent and deliberate systems for this study, how does this framework aid one’s 

understanding of fast-growth firms founded by entrepreneurial teams?

It is the first contention of this chapter that emergent systems are most appropriate for fast-growth 

firms for a number of reasons. The nature of fast-growth firms identified earlier in Sections 1.3.4, 

1.3.5, and 3.3, highlighted the need for the organisation to adapt quickly to the needs of that time. 

The review o f the literature also noted that fast-growth firms have a loose-tight configuration, that 

employees possess an increased sense of responsibility, that lines of authority are reduced, that 

boundaries are flexible, and that networks are key to success. These characteristics are very 

closely related to those identified by Mintzberg as emergent systems. In contrast, the non-fast- 

growth firms were characterised as being hierarchical, and that management held both control and 

authority. These characteristics in turn are very closely related to those identified by Mintzberg as 

deliberate systems. Thus, the literature supports the argimient that fast-growth firms are more 

likely to have emergent systems, while non-fast-growth firms are more likely to have deliberate 

sytems.

The second contention of this chapter is that emergent systems are most appropriate for 

entrepreneurial teams for a number of reasons. The nature of fast-growth firms identified earlier 

in Sections 1.4 and 3.4, highlighted that successful entrepreneurial teams have shared goals, that 

individuals are integrated into a network, that interactions are effective, that the specialist 

knowledge and experiences are widely held and utilised, and that the team members have the 

capacity to organise for themselves. These characteristics are very closely related to those 

identified by Mintzberg as emergent systems. The traditional management firameworks for firms 

founded by a lone entrepreneur concerned hierarchy, control, delegation downwards, and the 

clear definition of roles and responsibilities. These characteristics in turn are very closely related 

to those identified by Mintzberg as deliberate systems. Therefore, the literature supports the 

argument that firms founded by entrepreneurial teams are more likely to have emergent systems, 

while firms founded by lone entrepreneurs are more likely to have deliberate systems.

So what of the relationship between strategy, fast-growth firms and entrepreneurial teams? The 

evidence of the literature clearly indicates that both fast-growth firms and firms founded by 

entrepreneurial teams will have emergent systems, and that non-fast-growth firms and firms 

founded by lone entrepreneurs will have deliberate systems. Therefore, fast-growth firms founded
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by entrepreneurial teams will employ an emergent strategy, and non-fast-growth firms founded 

by lone entrepreneurs will employ a deliberate strategy. Similar to the situation in Chapter 2, 

what is less clear is the positioning of fast-growth firms founded by lone entrepreneurs, and non- 

fast-growth firms founded by entrepreneurial teams, since both combinations contain a mix of 

emergent and deliberate systems. Similar in concept to the organisational structures framework in 

the previous chapter, this framework is a continuum that runs between the points of emergent and 

deliberate, with fast-growth firms founded by entrepreneurial teams near the emergent point 

point, and non-fast-growth firms founded by a lone entrepreneur near the deliberate point. At 

unidentified positions between those two points lie fast-growth firms founded by lone 

entrepreneurs and non-fast-growth firms founded by entrepreneurial teams. As with the work of 

Bums and Stalker (1961), Mintzberg’s framework of emergent and deliberate strategies means 

that any classification of firm can oscillate between these points as their environment alters.

This chapter sought to identify the strategy employed by fast-growth firms founded by 

entrepreneurial teams in a changing environment. Therefore, based on the analysis of Chapter 3, 

the second proposition of this work is that:

Fast-growth small firms founded by entrepreneurial teams in a growing industrial 

sector are more likely to use an emergent strategy.

In general, fast-growth firms will differ fi-om non-fast-growth firms because of the need to adapt 

quickly, which the emergent system allows fast-growth firms to do. Bureaucratic or hierarchical 

organisations are less likely and less able to adjust to environmental fluctuations in such a 

manner. Entrepreneurial teams will differ from lone entrepreneurs because teams have a 

developed sense of networking and shared purpose that is natvirally emergent. Together, fast- 

growth firms founded by entrepreneurial teams need the fi-eedom and possess the capacity to 

mould themselves into the needs of the time. This uncommon ability separates these firms from 

non-fast-growth firms, and firom firms founded by individuals.
\

The idea of strategy lying somewhere between emergent and deliberate fits with the structural 

proposal of organic and mechanistic. Bums and Stalker (1961) wrote of the ability to fluctuate 

between the two extremes of structural configuration contingent upon the demands made by the 

environment. Similarly, Mintzberg (1987) drew a conclusion that strategy formation walks on 

two feet, one deliberate and the other emergent. While the firm may shift along the emergent- 

deliberate continuum over time, the need to attend to both sides of the phenomenon remains 

constant. Both theories offer the opportunity to move from rigid to loose, fi-om centralised to
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decentralised, and from direction to learning. Both theories are also cognisant of the 

environmental demands, and the influence that the organisation plays in determining the 

accomplishments that they ascertain. Each theory bridges the link between the environment and 

performance.

3.7 CONCLUSION

This chapter sought to identify what strategies fast-growth firms founded by entrepreneurial 

teams employ, particularly within a changing environment. To begin the investigation into 

strategies most associated with fast-growth small firms, it was necessary to start by identifying 

the diversity of strategic perspectives and this gave a greater understanding to the choice of 

strategies available to a firm. But the strategies applicable for fast-growth small firms are more 

restricted than those generally available, because of the limited financial, personnel and 

operational resources that small firms possess. Thus, the literature was reviewed to determine 

those strategies considered most appropriate for small firm growth, and what empirical research 

existed regarding strategies most utilised by fast-growth small firms. Wiklund’s (1998) 

contribution of resource-based, life-cycle, motivation, and strategic adaptation perspectives 

moved the discussion towards the debate that strategies can be the result o f planned decision

making, adaptation, emergence, or some combination of these. While the section on empirical 

research unearthed the strategies most associated with fast-growth small firms, no evidence was 

available to determine whether these strategies were intended or occurred. However, what the 

chapter had clarified was that the requirement for this study was not a strategic option but a 

framework that enabled strategy to be planned or emerge, dependent upon the requirements of the 

firm and the industry at a point in time. In answering the question ‘what strategies do fast-growth 

small firms employ?’ the work of Mintzberg (1979) on emergent/deliberate strategies was 

considered most appropriate since it allowed flexibility, and did not preordain strategic choices. 

Fast-growth firms need to be able to move quickly in a growth environment. Selecting a long

term strategy forces a firm on to a path that may be difficult to get off, while growth industrial 

sectors require constant transmutation by firms. Therefore, if  the markets, customers, and 

products of a firm are going to change constantly, there is less merit in developing a long-term 

plan. In a stable environment this approach would be more suitable. Why is it more likely to 

happen in a firm founded by an entrepreneurial team? The simple answer is communication. As 

previously mentioned by Mintzberg (1979), no one person should determine the strategy for a 

firm. A more coherent, thoughtful strategy should be implemented where communication and
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discussion has occurred. This is more likely to happen with a firm founded by a team, where 

networking and discussion was shown to be the norm. For firms founded by individuals it is more 

likely that strategy is a directive. Thus, for a small firm to increase its prospect o f being fast- 

growth it should use emergent strategy, and have been founded by an entrepreneurial team.
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CHAPTER 4

RESEARCH

METHODOLOGY



4.1 INTRODUCTION

Preceding chapters have demonstrated that a body of research exists which suggests that fast- 

growth firms are more likely to be founded by entrepreneurial teams. An entrepreneurial team is 

defined in this study as ‘two or more individuals who have a significant financial interest and 

participate actively in the development o f the enterprise Using this development as a basis for 

the study, the objective of the research was to investigate the structures and strategies that were 

employed by small firms, and which combination of these might differentiate fast-growth firms 

fi-om non-fast-growth firms, and firms founded by entrepreneurial teams from firms founded by 

individuals. In particular, the work sought to identify any unique coupling of structure and 

strategy that distinguished fast-growth firms founded by entrepreneurial teams from all other 

enterprises. As a result of the literature review and having adopted the frameworks of Bums and 

Stalker (1961) and Mintzberg (1979), the principal propositions were presented in Chapters 2 and 

3. Chapter 4 states the hypotheses to be investigated through primary research, details the 

research methodology employed in this study, and discusses the rationale for the selection of each 

technique above other options.

The Bums and Stalker (1961) framework of organic/mechanistic forms was considered most apt 

for the analysis of organisation stmcture in this study, since the basic tent of the framework was 

that a firm could move between organic and mechanistic forms depending upon the 

circumstances of the firm. Fast-growth firms founded by entrepreneurial teams in abruptly 

changing environments are more likely to be organic, but as a firm grows or the environment 

stabilises, it may move to a more mechanistic format, although it can also move back again if 

conditions alter. Many fast-growth firms founded by entrepreneurial teams differ from other firm 

classifications because of the need to adapt quickly, which the organic form allows them to do 

more easily. Bureaucratic organisations are unable to adjust to environmental fluctuations in such 

a manner so easily. The basis for this framework pivots on the capacity of the firm to structurally 

realign itself to the environment, as promoted by the contingency theorists.

Mintzberg (1979) saw deliberate and emergent strategies as forming two poles of a continuum, 

along which one would expect real-world strategies to fall. Mintzberg argued that strategies could 

form as well as being formulated, that they could appear without clear intentions and converge 

into patterns. He postulated that a primary difference between these two patterns was the 

willingness to leam; deliberate strategy prohibits leaming once the strategy is devised while
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emergent strategy nurtures it. To thrive, a fast-growth firm founded by an entrepreneurial team 

must be able to respond quickly to environmental changes, particularly if it competes in a rapidly 

fluctuating market. The firm needs to blueprint its future, but it must also be capable of 

responding and reacting to mobile customer needs, be sensitive to market revision, and be 

understanding of evolution and fluidity within its strategic thinking.

FIGURE 4.1 -  Firm Classifications

Founded by Founded by

Team Individual

Fast-Growth Firm

Intere!

Non-Fast Growth Firm

A key point to illustrate in this chapter is the different classifications of firms that are involved in 

this study. The dimensions being used are fast-growth and non-fast-growth firms, and firms 

founded by teams and by individuals. Figure 4.1 portrays the four quadrants, with the 

combination of fast-growth firms founded by entrepreneurial teams being the area of primary 

interest. While lengthy consideration was given to examining the conceptual process of such 

firms via in-depth case studies, it was concluded that a positivist investigation from the inception 

o f the firms to a recognisable moment in their history could offer greater enlightenment (as 

explained later in this chapter). Therefore, at a particular point in the organisation’s life, what 

were the structures and strategies being used by each firm classification? That ‘moment in time’ 

was considered at length, whether it should be after a specific time period (e.g. 1-year), after a 

sales mark (e.g. $1 million), or after reaching an employee level (e.g. 50 employees). Finally, it 

was decided that the appropriate time was ‘the present’. This would reduce difficulty with 

memory decay and enhanced recollection of personal achievement or decision making, although
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it meant that firms would be at varying stages of their development. Therefore, at two very 

identifiable junctures in the organisation’s history (i.e. inception, and the present), the structures 

and strategies of the firms were analysed with the ambition of (1) unearthing and (2) discussing 

any uniqueness in fast-growth firms founded by entrepreneurial teams in contrast to the other firm 

classifications identified.

There were five other objectives to this study and these, together with the primary objective, were 

as follows:

1. Determine the structure and strategy characteristics that differentiate fast-growth firms 

founded by teams from the other three classifications of firms. This objective is the basis to 

the hypotheses presented in section 4.4.2.

2. Determine the structure and strategy characteristics that differentiate fast-growth firms from 

non-fast-growth firms.

3. Determine the structure and strategy characteristics that differentiate firms founded by 

entrepreneurial teams fi'om firms founded by individuals.

4. Contrast the growth strategies (as identified in Chapter 3) for each of the firm classifications.

5. Contrast firm profiles for each of the firm classifications.

6. Compare the results of the above objectives for U.S. firms with the results for Irish firms.

As can be seen from these objectives, there are a number of comparative issues to be addressed, 

apart from those highlighted through the hypotheses. The first examines the differences between 

firms founded by teams with firms founded by individuals, the second examines the differences 

between fast-growth firms and non-fast-growth firms, and the third examines the differences 

between American and Irish firms. Other issues are the contrasting of growth strategies and firm 

profiles between the four classifications of firms. To achieve the objectives presented here, a 

multiple cross-sectional study was undertaken. The theory of multiple cross-sectional studies is 

discussed in section 4.3.2, while the operation and rationale for this study is deliberated in section 

4.5.3. The reasoning for surveys being undertaken in America and in Ireland is also given 

coverage in section 4.5.3.

4.2 METHODOLOGICAL APPROACH

In undertaking this study a review of works by authors such as Hunt (1983), VanMinden 

(1987),Vesey and Foulkes (1990), Easterby-Smith et al (1991), Hussey and Hussey (1997), and 

Clegg and Hardy (1999) were examined. This section overviews the theoretical foundations on
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which the study was built and reveals the conceptual road that has been travelled, as well as 

offering clarity on the conceptual issues that have been addressed. O f the two principal research 

paradigms, the positivist approach searches for the facts or causes o f social phenomenon. Ideally, 

the fundamental beliefs are that the world is external and objective, and that the observer is 

independent. The objective is to formulate a hypothesis and test it, reducing the phenomenon to 

its simplest elements. The process of testing is done quantitatively, operationalising the ideas so 

that they can be measured in a large sample. Criticisms of the positivist paradigm include the 

argument that one cannot separate people from their social context, that a highly structured 

research design imposes constraints, and that researchers bring their own interests and values to 

the inquiry.

The phenomenological paradigm is preoccupied with comprehending human behaviour from the 

respondent’s own frame of reference. The flmdamental beliefs of this approach are that the world 

is socially constructed and subjective, and that the observer is part of that which is being 

observed. The concern of this paradigm is on meaning and understanding of what is happening. It 

looks at the totality of the situation and the ideas are developed through induction. Finally, it uses 

qualitative research methodologies and small samples to concentrate on a single aspect of the 

research area. The main criticisms lie in the size of the samples, and the ability to generalise the 

findings.

In considering and deciding between the two ends of the continuum, a number of criteria were 

taken into account. These were:

• Quantitative v. qualitative data,

• Sample size,

• Theories and hypotheses,

• Location,

• Reliability,

• Validity.

In addition to these considerations, the associated methodologies of each paradigm were 

inspected. The positivist approaches included cross-sectional studies, experimental studies, 

longitudinal studies, and surveys. The phenomenological approaches included action research, 

case studies, ethnography, grounded theory, and hermeneutics. The methodology was considered 

in parallel with the criteria listed above, while seeking to achieve the objectives of the study.
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This research work possesses a mix of the methodologies. The early work is qualitative, while the 

substantive element is quantitative. This occurred because case studies were initially employed, 

and then in-depth interviews were carried out to elicit further information before finally the 

hypotheses were tested using a cross-sectional survey. This was not a concentrated attempt at 

methodological triangulation as the quantitative work was the dominant methodology of the 

study. Therefore, in contemplating to which paradigm this research belongs, the answer is that it 

lies predominantly in the positivist tradition. While operating primarily within this tradition, it 

was recognised that the frameworks on which the research was built (i.e. Bums and Stalker, 1961; 

Mintzberg, 1979) were not positivist in their approach and that they were based on the studies of 

larger organisations. However, Sections 2.6 and 3.6 clearly demonstrate the relationship between 

these frameworks and small firms, fast-growth firms, non-fast-growth firms, firms foxmded by 

teams, and firms founded by individuals. Additionally, these Sections highlight the characteristics 

of organic, mechanistic, emergent, and deliberate firms, thereby enabling positivist studies to be 

undertaken on these frameworks that were bom from phenomenological backgrounds. Instead of 

being seen as confradictions to the positivist fradition of this study, the approaches of Bums and 

Stalker (1961) and Mintzberg (1979) were viewed as being akin to the exploratory studies 

employed in the development of the methodology for this research. Nevertheless, appreciation 

was given to the different methodological approach of these frameworks while the methodology 

was being developed.

4.3 RESEARCH CATEGORY

There are many research methods available to a researcher when embarking on an investigation. 

A research design is required to map the methods and procedures for gathering and analysing the 

required information. This research design will normally be classified under one of three research 

categories. These categories are exploratory, descriptive, and causal.^ This section of the chapter 

offers a brief overview of each of these categories to highlight the altematives that were 

considered and to clarify how the final selection of categories was influenced by the basic 

research objective.

4.3.1 Exploratory Research

Exploratory research is undertaken to gain further information or understanding about a research 

problem. It can be used to formulate a problem, develop a hypothesis, define terms, isolate key
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variables and relationships for further examination, gain insights for developing an approach to a 

problem, look for patterns or ideas, and generally explore possibilities. It does not test or confirm 

hypotheses. The most common methods of conducting exploratory research are by secondary data 

inquiry, expert interviews, case analysis, focus groups, and projective techniques. Exploratory 

research is usually very open, flexible, and versatile. However, it rarely provides conclusive 

answers but rather, gives guidance on future research needs.

4.3.2 Descriptive Research

Descriptive research is used to describe and measure a phenomenon at a point in time. It provides 

information on the characteristics of a particular problem or issue. It is also used to estimate the 

percentage of units in specified populations, to determine the degree of relationship between 

variables, and to make specific predictions. Descriptive research assumes a prior specification of 

hypotheses, and therefore, it is structured and preplarmed. The primary methods of descriptive 

research are cross-sectional design and longitudinal design. Cross-sectional studies measure the 

population at only one point in time, and can either be single (one sample fi'om the target 

population) or multiple (two or more samples of respondents). Longitudinal studies repeatedly 

measure the same population, or panel, over a period of time. Descriptive research provides 

conclusive results to the research problem from which hypotheses can either be validated or 

invalidated.

4.3.3 Causal Research

Causal research seeks to determine cause and effect relationships. It uses conditional ‘if-then’ 

statements in manipulating one or more independent variables, while controlling other mediating 

variables. There are four conditions to causality: covariation, time sequence, systematic
t

elimination, and experimental design. The principal method of causal research is experiments, 

either laboratory or field. An experiment manipulates an independent variable to see how it 

affects a dependent variable while controlling the effects of extraneous variables. Again, the 

research is conclusive and the findings are used as input into decision making.

As previously indicated, exploratory, descriptive, and causal research are independent categories 

of research, although a relationship does exist among them. Generally, exploratory research 

would be the initial step in gathering further information before refining the hypothesis. The
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hypothesis can then be statistically tested using descriptive or causal research. However, on other 

occasions, the order may happen in reverse. Having undertaken descriptive or causal research, 

some results may require further examination, and exploratory research is utilised to give further 

information on those particular issues.

Following the literature review and the development of the propositions, a combination of 

exploratory and descriptive research was employed. Case studies were adopted initially, and later 

expert interviews were undertaken with industry participants and senior academics to advance the 

information gathered on the structures and strategies of fast-growth firms founded by 

entrepreneurial teams. Indeed, case study methodology was given serious consideration as the 

principal method of primary research for this study but was rejected for two reasons. The first 

reason was that hypotheses had been developed which could not be tested by case studies, and the 

second reason was that statistical mapping of the positions of firms on the organic/mechanistic 

and emergent/deliberate dimensions could not be undertaken using case studies. However, the 

exploratory research process enabled the clarification and refinement of the hypotheses that were 

then tested by descriptive research. The method applied was a cross-sectional study, implemented 

both in America and in Ireland. The rationale for such a selection was based on the research 

objective of determining the structioral and strategic characteristics that differentiate fast-growth 

firms founded by entrepreneurial teams from the other three types of firms. This required 

exploration initially as the application of the Bums and Stalker (1961) andMintzberg (1979) 

fi-ameworks were not previously employed in such a fashion (as discussed in the previous 

section). Thereafter, descriptive research was required to determine if the hypotheses proved true 

or false.

4.4 RESEARCH QUESTION

The basis of the remainder of this chapter comes from an amalgam of the writings of Alreck and 

Settle (1995), Hussey and Hussey (1997), Brannick and Roche (1997), Bums and Bush (1998), 

and Malhotra (1999). Together these works offer varied considerations as to what research 

methodology should incorporate. Rather than acknowledge each element of the contributors 

constantly, this general recognition indicates their collective influence upon what follows.

The initial step is to outline the research question which governs this work, and from which all 

else follows. The literature review of Chapters 1, 2, and 3 aided the development of a theoretical
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framework on which the primary research was built. This process began with the identification of 

a broad area of interest, before refining the research problem and thereafter, the research 

hypotheses. This led to a series of questions or issues that required detailed investigation. The 

timing of these elements is dependent upon the epistemological perspective utilised, as the 

hermeneutic tradition allows each to develop simultaneously, whereas the hypothetico-deductive 

school argues that the framework and the defined research question must be developed separately 

and prior to the collection of the empirical data. As recognised in the previous section, this work 

belongs to the positivist tradition and thus the study proceeded in a recognisable and distinct 

series of steps.

4.4.1 Methodological Framework

To investigate the structures and strategies of fast-growth firms founded by entrepreneurial teams, 

this study utilises the frameworks and findings from the works of Bums and Stalker (1961) and 

Mintzberg (1989), and applies them to this issue. However, it employs these fi'ameworks in a 

unique manner by combining them to develop a graphic representation of their coalition. Figure 

4.2 illustrates the theoretical framework with which the empirical data will be primarily analysed.

FIGURE 4.2 -  Theoretical Framework
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As can be seen from the diagram, the Organic-Mechanistic framework forms the vertical axis, 

while the Emergent-Deliberate framework forms the horizontal axis. Together, the hypothesis is 

that fast-growth firms founded by entrepreneurial teams will hold the position highlighted - that is 

a unique coupling o f organic structure and emergent strategy. The other three classifications of 

firms will be positioned about the diagram, but none within the quadrant accented. The reasons 

why this is expected have been provided earlier in the literature, and will be further discussed 

during the course of this chapter. The diagram also provides an illustration of the relationship 

between the theory and the applied research problem. That association between theory and 

empiricism is dependent upon germane associations being elaborated, notably the introduction of 

the dependent and independent variables.

4.4.2 Hypotheses

The development of the theoretical framework led to an elaboration of the research hypotheses. 

These hypotheses arose from an identification of a gap in research on entrepreneurial teams, 

which in turn engendered an area of study that was fiirther refined through a focused investigation 

of the literature to ensure that it had not previously been dealt with by a researcher or writer. Two 

propositions were then developed, as presented earlier, which now become the research 

hypotheses of this study. The first hypothesis arose from an examination of the literature on the 

structures of organisations (Chapter 2), particularly regarding fast-growth firms founded by 

entrepreneurial teams. It was that:

H I -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an organic structure.

The second hypothesis arose from an examination of sfrategy in organisations (Chapter 3), again 

specifically regarding fast-growth firms founded by entrepreneurial teams. It was that:

H  2 -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an emergent strategy.

Together, these two hypotheses reflect the unique position highlighted in Figure 4.2. All of the 

elements of these hypotheses are defined in a later section of this chapter. However, it is 

important to reinforce here the use of the term ‘growing industrial sector’, since the argument of 

this study is that fast-growth firms founded by entrepreneurial teams will only behave in such a 

fashion in a growth environment. It is implied that if  the industrial sector is growing, then it must 

also be changing. These hypotheses may not be true for other industrial or task environments.
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According to Easterby-Smith et al (1993), the principal advantage of hypothesis testing is that 

there is clarity in what is being investigated, and therefore the information can be gathered 

efficiently. This also means that it is more possible for other researchers to replicate the study, 

and thus makes the work subject to increased public inspection. The disadvantage of this method 

is that the study may simply confirm what is already known, or deliver an outcome that is trivial. 

Additionally, if the results are negative or inconclusive, the approach may not provide the reasons 

for this occurrence.

4.4.3 Operationalising the Variables

Research design is dependent upon the research problem being identified precisely and lucidly, 

the hypotheses stated in an unequivocal and objective manner, and the variables defined with 

clarity. Such outcomes may occur because the literature was not correctly reviewed or 

understood, the research problem was either not identified properly or communicated poorly, the 

hypotheses were improperly stated, or because erroneous variables were applied. Any 

misappropriation of research methodology will lead to a set of results being generated that are of 

little benefit to the researcher or others who hope to profit from the work. In this study, the 

relationship between theory and applied research has been clearly illustrated through the 

theoretical framework and hypotheses being stated transparently. The key components of each 

variable are now listed for further investigation and their relationship to the review of the 

literature is additionally specified.

In operationalising the variables a relationship was developed between the hypotheses, the 

characteristics of organic/mechanistic structures identified in the work of Bums and Stalker 

(1961) and the characteristics of emergent/deliberate strategies identified in the work of 

Mintzberg (1979), and the survey questions. The first hypothesis was from the Bums and Stalker 

work on organic and mechanistic stmctures, in which they identified eleven characteristics of 

organic firms, which were the bases to the questions in Section A of the questionnaire.

Characteristics of Organic Firms - Section A

A l - The nature of special knowledge and experience is contributive (not functional) to 

the common task;

A2 - The nature of the individual task is realistic and is set by the total situation of the 

firm;
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A3 - Individual tasks are continually adjusted and redefined through interaction with 

others;

A4 - Responsibility is not seen as limited field of rights, obligations and methods;

A5 - Commitment goes beyond any technical definition;

A 6 -  Control and authority occurs through a network structure;

A7 - Knowledge may be located anywhere in the network;

A8 - Communication takes place laterally rather than vertically;

A9 - Communication consists of information and advice rather than instructions and 

decisions;

AlO - Commitment is sought to the firm’s tasks and technological ethos, not insistence 

upon loyalty;

A l l  - Prestige is attached to general (rather than internal) knowledge, experience and 

skill.

The second hypothesis was fi"om the Mintzberg work on emergent and deliberate strategies, in 

which he identified seven characteristics of emergent firms, which were the bases to the questions 

in Section B of the questionnaire.

Characteristics of Emergent Firms - Section B

B1 - Strategies initially emerge rather than being artificially overmanaged;

B2 - The strategies can take root anywhere within the organisation;

B3 - Strategies become organisational when they become collective (i.e. firm wide);

B4 - The process of proliferation may not be consciously intended;

B5 - New strategies, which may be continuously emerging, punctuate periods of 

integrated continuity;

B6 - To manage this process is not to preconceive strategies but to recognise their 

emergence and intervene when appropriate;

B7 - Everybody is responsible, to some degree, for the development o f strategy.

While the characteristics of the emergent/deliberate strategies (as introduced in the work of 

Mintzberg) were placed in the same order in the survey questionnaire, some reorder was 

necessary for the organic/mechanistic structure characteristics (as introduced in the Bums and 

Stalker work). This resequencing was the result of testing the questionnaire with industry and 

research experts, who expressed concern with the flow of the questions and the manner in which
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they were presented. It was additionally considered that the characteristic A1 required two 

questions to enable greater clarity to the query, thereby offering less potential for answering 

inappropriately.

FIGURE 4.3 -  The Relationship between the Hypotheses. Characterisations.

and Survey Questions

H I

A1 A2 A3 A4 A5 A6 A7 A8 A9 AlO A ll

Q1 Q2 Q3 QIO Q7 Q8 Q9 Q4 Q5 Q6 Q ll Q12

(SECTION A)

H2

B1 B2 B3 B4 B5 B6 B7

Q1 Q2 Q3 Q4 Q5 Q6 Q7 

(SECTION B)

Additionally, in Chapter 3 there were eight growth strategies distinguished as being prominent 

within the literature review. These strategies were detected as appearing most frequently in 

empirical studies undertaken in a number of countries. Thus Section C of the questionnaire 

resulted from the identification of the principal strategies utilised by fast-growth small firms.

Principal Strategies -  Section C

• they operate in grov^^h market segments;
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• they are customer driven;

• they have a wide product range;

• they constantly innovate;

• competitive advantage occurs through differentiation or focus;

• they compete with the highest quahty products and service;

• they immediately look to export;

• growth is primarily funded by retained profits.

These strategies were queried in the questionnaire following the same order as presented above. 

However, unlike Sections A and B of the questionnaire, this section does not link directly to a 

hypothesis. Rather, it assists in the profiling of the four firm classifications. Section D of the 

questionnaire is a series of profile questions that were based on information gathered from the 

case studies of five software firms in Massachusetts. The questions sought to elicit information 

that would give a background to the number of personnel involved in establishing the enterprise, 

their backgrounds, and the type of activities that the firm pursues. Finally, Section E seeks 

information regarding the level of employment, revenue, and export activity of each firm so those 

firms may be categorised within the classifications identified in section 4.1. Sections D and E 

provide the classifications from which differentiation can be sought in Sections A, B, and C.

4.5 METHODOLOGICAL STRATEGY

As previously stated, the primary objective of the study was to determine the structure and 

strategy characteristics that differentiate fast-growth firms founded by entrepreneurial teams from 

the other three types of firms within the software industry. The software industry was decided for 

a variety of reasons: the number of studies already carried out in this area, the greater than usual 

incidences of fast-growth firms and entrepreneurial teams, and the high rate of change and growth 

in the industry generally (a detailed reasoning is given in Chapter 5 o f the rationale in selecting 

for research the Irish and U.S software industry). Initially five firms in the Massachusetts (U.S.) 

region were selected for case study research. These case studies ascertained the viewpoints of the 

CEOs of the selected firms and offered the freedom to examine closely their structural 

configurations and strategic perspectives. The case studies also helped to question the ideas 

developed from the literature review. The next stage of the primary research was the in-depth 

interviews held with two industry experts and three academic experts. The interviews were 

employed to question certain areas of concern and offered the opportunity to elaborate on critical
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lines of thought. These diverse backgrounds enabled a rounding o f the theoretical base before 

undertaking a postal survey in America and in Ireland to test the hypotheses that had been 

determined. A number of parameters were set to target more effectively the database of software 

firms being surveyed. These parameters included that the firms had to be less than 10 years old, 

had its Head Office locally, and employed more than five and less than two hundred people. Each 

parameter is given a detailed explanation in Section 4.5.2 of this chapter. Because the software 

industry was growing and changing rapidly, with products having an increasingly shorter 

lifecycle, there was a compulsion for firms to move with alacrity. Given previous studies on the 

success of teams generally, research indicates that the combination of two or more entrepreneurs 

offered a greater possibility of fast-growth being achieved within such an industry. Therefore, the 

basic prediction of the research was that fast-growth firms led by entrepreneurial teams in the 

software industry would employ organic structures coupled with emergent strategies.

4.5.1 The Exploratory Research

The primary research began with five case studies o f software firms in the Massachusetts area. 

Three of these firms were considered to be fast-growth firms foimded by entrepreneurial teams 

(Companies A, B, and C), another was considered to be a fast-growth firm founded by an 

entrepreneurial team that had gone public (Company D), and the last was considered to be a non- 

fast-growth firm founded by an entrepreneurial team (Company E). The CEO of each of the firms 

was interviewed using a semi-structured theme sheet. The CEOs were selected from firms known 

to colleagues in Babson College. Those interviewed were Mr Steve Duplessie, CEO, Invincible 

Technologies Corp. (Wednesday February 5* 1997, 2.45pm), Mr Chris Risley, CEO, ON 

Technology Inc. (Friday February 7* 1997, 3pm), Mr John Roughneen, CEO, Streamware Corp. 

(Wednesday February 12* 1997, 12.15pm), Ms Elisabeth Elterman, CEO, Segue Software Inc. 

(Thursday February 27* 1997, 2pm), and Mr Daniel Tyre, CEO, Ali Technologies Inc. (Tuesday 

March 11* 1997, noon). The interviews were recorded and transcribed. The objective was to 

determine if the direction of the study was correct, to check that the language being used for the 

group was appropriate, and to evaluate question relevancy.

Each of the three fast-growth private firms (A, B, and C) began with just the founding 

entrepreneurs and no more than 2 employees. They did not have a detailed business plan but had 

recognised an opportunity that should be taken. The CEOs (could also be considered ‘lead 

entrepreneurs’) had worked in the industry and had identified niches in the market. Because of the
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small size of the enterprise and the lack of any planning, the firms certainly fulfilled the 

hypotheses at their earliest position. In each of these firms there had been changes in the founding 

entrepreneurial team with some being lost and others being gained. For companies B and C the 

transition was more comfortable with the team being reduced voluntarily and the responsibilities 

being shared out among the remaining members of the organisation. They maintained structural 

fluidity since boundaries were not defined within the job description. Company A however, had 

greater difficulty since it involved asking a founder member to leave when he was unhappy to do 

so, and for an alternate person to be introduced. It also brought about the complete restructuring 

of the organisation. The enterprise had at that time moved to a more structured and hierarchical 

format with five layers. Sales had also gone flat and to refocus its efforts, the organisation 

reduced the number of hierarchical layers to three and fashioned an organic enterprise. The 

company consciously resolved to be integrative, cross-functional, and responsive.

A crisis also occurred in Company C but it was due to the enterprise becoming too organic. Each 

employee was allowed to do whatever tasks they wished, but when difficulties arose it was 

recognised that each person had core responsibilities which needed to be fulfilled before 

undertaking other roles. This brought the firm back to a less organic approach while retaining the 

simple three layers and emergent strategy. Therefore, Company A maintained an emergent 

strategy but moved towards a mechanical structure before a combination of a change in team and 

a crisis returned it to the organic/emergent quadrant. Company B maintained a uniform approach 

and has been growing quickly and consistently. Meanwhile, Company C moved towards a very 

organic approach before a crisis brought it back towards the middle of the organic/emergent 

quadrant.

Each of the firms had set out to be inclusive of all employees where each offers a contribution of 

general and specialist knowledge. The job descriptions were loosely written to identify key tasks, 

but yet allowed the fi-eedom to do and be asked to participate in other assignments. Their roles 

were continually redefined depending on the needs of the organisation and on the individual’s 

desire for job expansion. As one CEO stated: “Employees can have as much responsibility as they 

want”. Communication within these firms was not based vertically but on networks using a 

variety of means, including monthly meetings of all organisation members, newsletters, and open 

Intranet dialogue. The networks operated not only within the organisation but were inclusive of 

all constituent parties such as customers, suppliers, and advisors. Additionally, the networks
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encouraged people to be participative rather than being instructed, and engendered commitment 

to the organisational objectives instead of furthering individual accomplishment.

Because of the nature of the industry the firms’ strategic plans were for one year only. However, 

these plans were reviewed and altered on a quarterly basis with a “roll over” effect. The plans 

were written down and communicated to everyone in the organisation. While the entrepreneurial 

team devised the strategy each person in the organisation had the opportimity to offer input and 

also received a completed copy of the strategic plan. The principal information issued included 

the objectives and the financial goals. With each of these three firms the emergent nature of the 

strategy remained constant as it continually evolved, being formed and reformed. Even during 

times of crises or situations of change in the team this mentality remained unaltered, as each 

believed it was necessary to the success of the company. There was also consistency with 

reference to the findings of previous studies on growth strategies employed by fast-growth firms. 

Customer feedback was considered prerequisite and each saw him or herself as working with the 

customer rather than providing a product the firm created. Each was focused on the premium 

price end of the market furnishing high quality products. Each firm was also in the export market 

although their strategies varied, and all profits were retained to further the growth of the 

organisation. However the choice of market was based on the work experience rather than 

specifically identifying it as a growth market and the product range for each was limited to less 

than 6 products. Strategies were determined in consultation but with growth as its unique 

objective. While the CEOs had a sense of direction o f where the company would be three years 

hence, five years was adjudged to be too far ahead in the software industry to justify use of 

precious resources.

The other two firms behaved differently to Companies A, B, and C. The fast-growth firm founded 

by an entrepreneurial team that had gone public (Company D) was organic in structure. Although 

it employed more than 450 people it had only three hierarchical layers, and the project teams 

incorporated members from different management levels and functional areas, but the location of 

authority was with the person with the greatest knowledge on that area. However, Company D 

had a deliberate strategy approach because of the needs of external stakeholders such as investors, 

the financial press, and the Wall Street market. Therefore, information on its strategy needed to 

be longer term and would only be altered with great reluctance. Therefore, this firm had an 

organic/deliberate combination and because it behaved so differently, public companies were 

eliminated from the survey. The CEO of the non-fast-growth firm founded by an entrepreneurial
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team (Company E) talked of the organisation being organic, but in reality this was not true. 

Although the firm employed just a small group of people, there were three hierarchical layers and 

three functional divisions. Communication between the different functional groups was done 

through formal monthly meetings. It could be argued that in such a small firm there would be 

much informal communication but this was unlikely to occur frequently in Company E. This was 

due to the fact that the Sales people were out of the office most of their time, and therefore had 

little opportunity to talk with the personnel from Engineering and Finance. Strategy was 

determined by the entrepreneurial team, having had little formal interaction with the employees. 

Therefore, Company E behaved differently to Companies A, B, and C by displaying a 

combination of mechanistic structure and deliberate strategy.

While the case studies were tremendously beneficial on the broader questions, specific issues 

remained regarding particular details pertinent to the quantitative research. Therefore, to 

understand the marketplace and the research question even more fully another step needed to be 

taken to engender further information. As the primary informational need was to dig deeper into 

the particular research problems, rather than discussing a number of items broadly, the in-depth 

interviewing technique was considered most appropriate for securing the material required. In- 

depth interviews are direct, personal interviews where the respondent is probed to uncover 

underlying attitudes and beliefs. The specific wording to questions and the order in which they 

are asked is normally contingent upon the replies offered by the respondent. In-depth interviews 

can uncover deeper insights than focus groups, answers can be attributed directly to the 

respondent, and there is free exchange of information without the restriction of social pressure. 

The disadvantages of in-depth interviews are the limited number of people that might be 

interviewed, the lack of structure that heightens the influence of the interviewer, and the quality 

and completeness of the information depends on the skills of the interviewer. Finally, the data is 

frequently difficult to analyse and interpret.

Two industry experts were interviewed using semi-structured theme sheets. These were Mr Frank 

Dodge, Chairman and CEO of the Dodge Group (Friday May 9* 1997, 9.30am), and Ms Joyce 

Plotkin, CEO Massachusetts Software Development Council (Thursday May 29* 1997, 2pm). 

The purpose of this research was to evaluate the information already ascertained, to fill in the 

gaps in information, to evaluate the proposed questionnaire, and to analyse their perceptions of 

where the categorised firms might be located on Figure 4.2. Three academic experts were also 

interviewed using semi-structured theme sheets. These were Professor William D. Bygrave,
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Babson College (Tuesday May 6* 1997, 10am), Professor Howard H. Stevenson, Harvard 

Business School (Friday May 22"“ 1997, 10am), and Professor Jeffiy A. Timmons, Babson 

College (Thursday May 29* 1997, 8.30am). The interviews were recorded and transcribed. 

Again, the purpose of this research was to evaluate the information already ascertained, to fill in 

the gaps in information, to evaluate the proposed questionnaire, and to analyse their perceptions 

of where the categorised firms might be located on Figure 4.2. These interviews were particularly 

beneficial in the development of the questiormaire and in the definition of the terms. Supported 

primarily by Mr Dodge, the questionnaire was written and rewritten on niunerous occasions 

before finally satisfying the experts of its style and of the wording adopted. Each word in the 

questionnaire was given detailed consideration, as the same questionnaire needed to be equally 

applicable in two countries. The original language employed was taken directly from the case 

studies, and the experts further refined the wording to ensure that there was clarity to the meaning 

and imderstanding of the questions, and that no ambiguity existed. The questionnaire was not 

pilot tested in the market because this would have caused cannibalisation of an already small 

group of potential respondents.

The exploratory research generated a vast amount of information that was beneficial to the 

development of the study. The case studies offered greater resolution to the areas that required 

detailed investigation, as well as confirming the basic suppositions that had been developed from 

the literature review. By utilising the characteristics identified in Section 4.4.3, an inquiry was 

undertaken of the organic/mechanistic and emergent/deliberate dimensions for each firm, thereby 

enabling a structured comparative analysis of the findings. The case study research additionally 

highlighted how firms that are publicly quoted in the stock markets behave differently in terms of 

strategy due to the needs of external stakeholders. The expert interviews allowed a more detailed 

investigation of certain issues that helped significantly in the definition of the terms and in the 

wording of the questionnaire. The exploratory research also drew out peripheral information that 

gave the author a more holistic understanding of the nature of the firms.

4.5.2 Defining the Terms

Before concentrating on the descriptive research, it is imperative that the following characteristics 

of the population be defined, giving greater clarity to the various elements of the work:
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INDUSTRY - the industry selected was the software industry. It was selected because much of 

the earlier research on the success of entrepreneurial teams had come from the area of high- 

technology. More specifically, the software industry was experiencing strong rates of growth, and 

it contained a higher than normal incidence of firms founded by teams. In America, the 

Massachusetts Software Council listing was used to identify the population for the study, while in 

Ireland the population was supplied by the commercial firm Kompass Ireland (see Chapter 5).

ENTREPRENEURIAL TEAMS - this has been defined as ''two or more individuals who have a 

significant financial interest and participate actively in the development o f the enterprise The 

words ‘significant financial interest’ recognise that all partners seldom have equal financial 

interest, and it also eliminates those who possess small equity stakes since they are unlikely to be 

critical constituents of the team (e.g. employee shareholding to secretaries, receptionists, 

unskilled labourers, etc). However, the question of what constitutes ‘significant’ remains 

undefined. The intent of the phrase ‘participate actively’ was designed to eliminate sleeping or 

silent partners (i.e. those who invest capital but do not involve themselves beyond seeking a 

return on their investment). Additionally, the definition excludes venture capital firms, banks, and 

other investment institutions since it is only concerned with individuals. A final point of note is 

that it is with regard to ‘the development of the enterprise’. This acknowledges the dynamic 

nature of the enterprise and that team members can join at any stage of the evolution of the firm, 

and therefore is not restrictive to any one stage. Finally, as stressed in Chapter 1, an 

entrepreneurial team is quite different to a management team or a work team.

INDIVIDUAL -  this is a singular person who establishes the business alone. While that person 

may have added a management team or a number of partners later, if s/he was the only founder at 

the point of inception then the enterprise was determined to have been started by an individual. 

The founding of the firm is taken to be the date of commencement of trading.
I

AGE - from the exploratory research, it was concluded that any organisation older than ten years 

was not considered young by the industry since the rate of evolution in the market was quite 

rapid. Therefore, to reduce the prospect of issues such as memory decay, the birth of the company 

(i.e. commenced trading) must have occurred after Jan. 1988.

CHANGES IN  THE TEAM - the inclusion or exclusion of team members with a significant 

financial interest and who participated actively in the development could occur at any time in a

133



business. However, for definitional purposes firms were categorised depending upon their status 

at the commencement of trading. Changes to the team and its influence on structure and strategy 

can be addressed in a later study.

EMPLOYEE NUMBERS - the secondary research highlighted that quite a number of enterprises 

exist that employ less than 5 people (micro firms), and since these would not have a need for 

formal organisational structures per se, they were excluded from the svirvey. Any firm employing 

more than 200 people was also eliminated from the survey, as they were not considered to be 

small firms by the Small Business Administration (U.S.).

PRIVATE COMPANIES - firom the exploratory research it was concluded that the study would 

examine only private companies, since the issues of strategy and structure change dramatically 

when one also has to satisfy the shareholders, financial press, the stock market, and other 

interested parties. Because public companies should plan a number of years in advance and 

inform their stakeholders of the course of direction that the organisation is taking, the possibility 

of employing emergent strategies may become less likely.

FAST-GROWTH - this was determined to be any firm that was above the survey vector in terms 

of employment. The operation of this term is given a detailed explanation in section 4.8.

DATE OF START-UP - the start-up date was resolved to be when the company commenced 

trading. In this industry many firms undertake R&D for a number of years before selling 

anything, and this hiatus was excluded.

HEAD OFFICE LOCALLY BASED -  because the industry review analysed the environmental 

conditions for establishing a software firm in Massachusetts and Ireland specifically, it was 

decided that only firms that were bom from that context should be examined. It was assumed that 

firms founded outside of these areas would not relocate their Head Office within these areas.

An argument could be made that other definitions were equally valid, or that one of the above 

may possess parameters that are not fully crystallised. However, since a position needed to be 

taken at some point during the study on these issues, and as perfect scientific definitions would be 

improbable, if not impossible, the above were adjudged to be the most appropriate given the 

literature review, exploratory research, and general context of the investigation.
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4.5.3 The Descriptive Research

As previously discussed, descriptive research can either be cross-sectional (single or multiple) or 

longitudinal in its design. The selection is dependent on whether one wishes to investigate a 

sample of the population once, or work with the same group over a period of time. As this study 

sought to examine the historical behaviour of firms, rather than tracking future operations, it was 

determined that a cross-sectional design was the most appropriate form of inquiry. The design 

was a multiple cross-section because of the variety of firm classifications considered. These firms 

were founded by individuals and by entrepreneurial teams, and were considered to be fast-growth 

and non-fast-growth (see Figure 4.1).

The principal methods available for a multiple cross-sectional investigation were surveys and 

observations. The choice of surveys deliberated were postal, telephone, personal, and electronic. 

Each method has its general advantages and disadvantages, and were contemplated under a 

number of criteria that included flexibility of data collection, speed, cost, diversity of questions, 

sample control, response rate, and perceived anonymity. Observation could be classified as 

structured or imstructured, disguised or undisguised, and natural or contrived. The major methods 

used are personal, mechanical, audit, content analysis, and trace analysis. However, this method 

was dismissed as being unsuitable for this study because a principal ambition of the work was to 

gather the views of the entrepreneurs (CEOs), and not record their behaviour through observation.

Having evaluated each of the survey methods, it was finally decided that a postal survey was the 

technique to be implemented. The reasons for this selection were based on the limited availability 

of time and financial resources, the geographical spread of the respondents (both in 

Massachusetts and Ireland), the perceived anonymity of the respondent, and the ability to 

generate sensitive information. However, the disadvantages were the possible low response rate, 

the low flexibility of data collection, the uncertainty of who completes the questionnaire, and the 

inability to tailor questions to the respondent.

The reason for undertaking a survey both in Massachusetts and in Ireland will be discussed in 

detail in Chapter 5. As the study was based in Ireland, the desire to analyse the Irish software 

industry made logistical sense. Additionally, the Irish software industry was experiencing strong 

rates of revenue and employment growth and an investigation that could offer insights to 

developing firm growth within this industry would be a beneficial resource to the industry. The
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reason Massachusetts was selected for a survey arose from an opportunity to work in Boston. 

Additionally, Massachusetts has historically been the centre of the software industry on the East 

Coast of America for the past fifty years, particularly along Route 128. This area has also been 

experiencing strong rates of revenue and employment growth in recent years. Therefore, it was 

possible to make comparative analysis between firms in the software industry in two geographic 

areas experiencing growth.

4.5.4 Designing the Sample

Having undertaken the exploratory research, a definitive identification of the population to be 

studied was composed. Each firm had to fulfil the following criteria:

1. The firm must be a software enterprise,

2. It must have begun trading after January 1988,

3. It must be a private company,

4. It must have its Head Office locally based,

5. It must employ more than five people and less than two hundred,

The first survey was undertaken in America. The sample population was taken from the 

Massachusetts Software Council list of companies of 2217 firms. This generated a total valid 

population o f445 firms. A pilot survey of 10% was considered, but given that the total population 

was so small, such an action would have led to cannibalisation of available firms, thus reducing 

the number of firms available for the full survey. It was also determined that a structured sample 

could be very restrictive in terms of the numbers generated for each classification, and that 

employing an open survey instead would be more beneficial by way of engendering a large total 

response size. The limitations to analysis caused by this decision will be discussed in Section 4.8. 

Therefore, while in most situations a survey will apply some form of sampling technique to 

estimate the overall pattern of the research population, because this study focused on a relatively 

small number of software firms within Massachusetts and Ireland, a census of those enterprises 

could be undertaken by postal survey.

The firms in Massachusetts were sent a postal questionnaire in May 1997 and again four weeks 

later. The letter was addressed to the CEO but the reply was expected to be anonymous. Of these 

25 were returned stated ‘not at that address’ and these companies were not pursued, leaving a 

valid population of 420. A valid response of 88 firms was received, representing a 22% response 

rate. Each mailing envelope and letter had the Babson College logo with the respondents’ address
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printed using ‘mail merge’. A cover letter was enclosed explaining the survey, reassuring 

anonymity, and offering confidentiality. The questionnaire was designed to be relatively easy to 

complete within ten minutes. A return prepaid stamped addressed envelope was also enclosed. 

Consideration was also given to offering an inducement of a dollar with each letter, offering to 

buy the CEO a soda to drink while they are completing the questiormaire. Instead, respondents 

were invited to write back (separately to remain anonymous) if they wished to share in the results 

of the work.

The sample population for Ireland was taken from the database of Kompass Ireland. The Irish 

Software Directory was considered but could not be used, as each entry did not possess the full 

facts on the year the firm started to trade and the number of people employed by the organisation. 

This generated a total valid population of 219 firms. These firms were sent a postal questionnaire 

in October 1997 and a reminder three weeks later. The letter had the Dublin Institute of 

Technology logo and was addressed to the CEO, but the reply was expected to be anonymous. 13 

replies of ‘no longer at that address’ or ‘no longer meeting the requirements’ were identified. A 

valid response of 77 firms was received, representing a 37% response rate. Again, each mailing 

envelope had the respondents’ address printed using ‘mail merge’, with a cover letter enclosed 

explaining the survey, reassuring anonymity, and offering confidentiality. It also included a return 

prepaid stamped addressed envelope, and the invitation to write back (separately to remain 

anonymous) if they wished to share in the results of the work.

The survey design was assessed for reliability, validity, confidence levels, and other critical 

statistical methods to ensure checks on any forms of bias or lack of integrity. Consideration was 

additionally given to the fact that this survey would be carried out in two countries of very 

different cultures, on different continents. These postal surveys were the central research methods 

of primary data collection for this study, and therefore were of enormous importance to the 

success or failure of the work. Every facet of the research was examined and re-examined, until 

such time as every step was taken in full confidence that it was the best decision for that situation.

4.6 MEASURING AND COLLECTING THE DATA

The questionnaire was designed with a number of key considerations in mind, which were focus, 

brevity, clarity, use of language, simplicity, and measurability. It began with a set of instructions 

to clarify any possible misunderstandings, and gave definitions to some of the terms. The
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questionnaire did not have any screening questions to begin with, as the firms had already 

fulfilled a number of criteria in being selected for the survey. Neither was there any directing of a 

response flow, as every respondent was obliged to answer all questions. Three approaches to the 

question flow were evaluated: funnel, work, and sections. Because the literature had previously 

identified three distinct areas of inquiry, it was believed that the section approach was both 

obvious and sensible as this allowed structural configurations, strategic perspectives, and growth 

strategies to be explored as independent units. A copy of the questioimaire is provided in 

Appendix A.

The format of the questionnaire was based on the different variables of Bums and Stalker’s work 

(organic/mechanistic), and of Mintzberg’s work (emergent/deliberate). The questionnaire was 

broken into five sections. As highlighted in Figure 4.3, the first section asked 12 questions 

regarding organisational structure based on the organic/mechanistic characteristics of the Bums 

and Stalker study (1961). The second section asked 7 questions on strategy based on the 

emergent/deliberate characteristics of Mintzberg’s work (1979). The third section asked 8 

questions on the types of growth strategies used based on the empirical findings of other 

researchers in Chapter 3. The fourth section asked 11 classification questions to aid profiling, and 

the final section asked questions regarding revenue, export, and employee numbers to enable the 

firms to be classified in accordance with Figure 4.1. Within the survey the questions in Sections 

A, B, and C were concerned both with the starting position and the present position in an attempt 

to track the progress of the firm over time. In Section A, questions concerning organic variables 

were intermingled with questions that were mechanistic variables. Equally, Section B 

intermingled questions between emergent and deliberate variables. This was done so that the 

respondent would not become accustomed to answering questions that were based on the same 

type of structure or strategy throughout the section.

In reviewing the question-response formats, three alternatives were examined. They were the 

open-ended format (unprobed or probed), the closed-ended format (dichotomous or multiple 

category), and the scaled-response format (labelled or unlabelled). Each possessed advantages 

and disadvantages but factors such as the desire to plot the positions of the different 

classifications of firms on to the diagram represented in Figure 4.2, meant that a measurement 

scale was the strongest option. This led to an evaluation of the various types of measurement 

scales including nominal, ordinal, interval, and ratio scales. The scaled-response question form 

was selected from the options of the Likert, life-style inventory, verbal frequency, and semantic
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differential scales. In this study the ability to precisely offer percentages of performance on the 

above issues was practically impossible. Therefore, a scale that was more appropriate to 

respondents was required, where the opportunity to perform was assumed, and where a summated 

score could be computed and plotted. Thus, the verbal frequency scale (always, often, sometimes, 

rarely, never) was used for Sections A, B, and C. Its advantages lay in its ability to array activity 

levels across a five-categoiy spectrum for data description, and the ease of comparison among 

sub-samples. A disadvantage was that it only provided a gross measure of proportion. In Sections 

D and E of the questionnaire, the questions were closed-ended multiple choice that offered the 

respondent the ability to quickly give information that would be used to classify their activities. 

No open-ended questions were asked because this was an intentionally statistical survey, 

undertaken in two countries, with little opportunity to review the comments of respondents. 

Additionally, the exploratory research had previously dealt with that area of information.

While no precoding was added to the questionnaire, the decision had already been taken as to 

what scores represented each answer. For questions using organic variables in Section A 

(Questions 3,4,6,9,10) and questions using emergent variables in Section B (Questions 2,3,5), the 

scoring was as follows:

Always -  5,

Often -  4,

Sometimes -  3,

Rarely -  2,

Never -  1.

The scoring was then reversed for questions using mechanistic variables in Section A (Questions 

1,2,5,7,8,11,12) and deliberate variables in Section B (Questions 1,4,6,7):

Always -  1,

Often -  2,

Sometimes -  3,

Rarely -  4,

Never-5 .

The scores for each section could then be aggregated, and thereafter divided by the number of 

questions to provide an average score to all of the questions in that section. Each firm would then 

have an average score for structure and for strategy that was between 1 and 5. This system 

enabled the plotting of structure and strategy positions for all firms, and by extension, for all
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classifications of firms. Additionally, this process could be done ‘At Start-Up’ and ‘Now’, 

creating the possibility of tracking the movement of firms between two points in time.

The scoring system for Section C was more simplistic because it sought only to establish the level 

of use of the eight different types of growth strategies. Therefore, the following scoring system 

was used:

Always -  1,

Often -  2,

Sometimes -  3,

Rarely -  4,

Never-5 .

This enabled a ranking order to be developed of the various strategies that arose most frequently 

in the literature review. The scoring system for Sections D and E moved simply from 1 to 

whatever number was necessary to cover each choice. The exceptions were questions 8 and 9 of 

Section D that simply scored 1 if fimctions had an assigned person, and 0 if not.

The questionnaire was designed to be quickly completed, easy to understand, and provide 

quantitative data. It had to enable the classification of firms into the desired categories, the 

statistical plotting of positions for the firms, and their movement over time. This then led to a 

review of how the data would be analysed.

4.7 DATA ANALYSIS

The analysis of the data began with the cleaning of the information (i.e. eliminating 

questionnaires that were completed incorrectly). Five replies in the U.S. survey and one in Ireland 

were removed from the valid responses. This occurred either because firm classifications could
t

not be determined, or because the information provided demonstrated that the firm no longer 

belonged to the target population. The valid responses remaining after this process were 88 in the 

U.S. survey and 77 in the Irish survey. Further elimination was then undertaken when responses 

were determined to be incomplete and unable to be utilised beneficially in the statistical analysis. 

Where individual answers were not provided to questions (but the rest of the section was 

completed), no value was given to the answer as providing any numeric input (including 0) would 

have distorted the averages. The information was then inputted in to the software computer 

package SPSS for analysis.

140



The classification of firms into fast-growth and non-fast-growth was determined by using the 

information gathered from Section E of the questionnaire. Initially revenue was used as the 

measurement for growth. The intervals given for revenue were ‘£0-5m, £6-10m, £ll-15m, £16- 

20m, £21-25m, £26-50m, £51-100m’, and‘£101m+’. In America, revenue was quoted in dollars. 

By ticking an appropriate interval, respondents were able to complete the questionnaire quickly 

(offering a potentially high rate of valid responses), but the results did not allow the development 

of exact growth rates for each individual firm. Using a median figure for each interval, growth 

rates were calculated for each firm but the results were inadequate due to unrepresentative rates 

of growth that were computed for some firms. For example, a firm ticked the interval level £0-5m 

in 1995 (median figure 3) and £6-10m in 1996 (median figure 8), and therefore the rate of growth 

for that firm was 166.66%. Such figures distorted the average growth rate for the respondent 

population by creating an artificially high average growth rate for individual firms, thereby 

misconstruing any attempts at classifying fast-growth and non-fast-growth firms based on 

whether their growth rate was above or below the average rate of growth for the respondent 

population. A secondary difficulty then arose which had not appeared in the pre-tests. This issue 

concerned the first interval grouping in the revenue section being too broad (£5m or less). As 

most companies never moved outside that interval of £0-5m, growth rates were not possible to 

calculate in those instances and therefore the majority of firms had average growth rates of zero. 

Additionally, revenue figures for the industry were incomplete with amounts available only from 

1994 in America and from 1993 in Ireland. These dilemmas created a challenge in the 

classification of fast-growth firms. Using revenue as a measurement of the rate of growth was 

therefore eliminated since there was incomplete and imperfect information for statistical analysis.

Employment numbers consequently became central to the calculation. For employment the 

intervals were ‘0-5, 6-10, 11-15, 16-20, 21-25, 26-50, 51-100’, ‘101-150’ and ‘151+’ employees. 

Again using a median figure for each interval, growth rates were calculated for each firm but the 

results were once more inadequate due to the unrepresentative fates of growth that were 

computed, and the questionable nature of their calculation. For example, a firm ticked the interval 

level 0-5 employees in 1994 (median figure 3) and 21-50 employees in 1996 (median figure 35), 

and therefore the average rate of growth for that firm was 241.56%. Once more, such figures 

distorted the average growth rate for the respondent population by creating an artificially high 

average growth rate thereby misconstruing any attempts at classifying fast-growth and non-fast- 

growth firms based on whether their growth rate was above or below the average rate of growth 

for the respondent population. However, since intervals ‘ticked’ over a period of time quickly
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I identified visually the pattern o f growth o f the firm, by demarcating consistent guidelines a 

I subjective judgement could be made on the classification of that firm. On taking expert advice the 

, guidelines determined for fast-growth were:

I • that the firm had to move more than three interval levels within the last ten years,

I • that the firm had to move at least two interval levels within the last five years,

1 • that the firm had to move at least one interval within the last three years; 

s • that they could not have held a more advanced interval within the last three years than that 

I  which they presently hold.

I Therefore, it was considered that firms who were 6-10 years old should have moved more than

j two interval levels fi'om their starting interval level. Firms who were 4-5 years old should have
I

moved more than one interval level from their starting interval level. And firms who were less 

than 4 years old should have moved at least one interval level from their starting interval level. 

These guidelines were devised to incorporate firms o f all ages and had shown growth in 

' employment during its lifetime. However, the final guideline was incorporated to exclude firms 

5 who may have grown quickly but were now employing fewer people than at any previous 

; occasion over the final years. This technique enabled the replies to be divided into ‘fast-growth 

I  firms’ and ‘non-fast-growth firms’. Because the software industry is a growth industry, some

I  non-fast-growth firms may have been experiencing growth but not at levels greater than the
I
: guidelines given above. In Section D o f the questionnaire, respondents were asked: “how many 

I  founding members did the firm have when the company was founded?” This question enabled 

1  firms to be classified into ‘firms founded by an individual’ and ‘firms founded by entrepreneurial

■  teams’. Together with the classification o f firms on fast-growth, all firms could then be classified 

■i in accordance with the four classifications identified in Figure 4.1.

i
i! For the American survey, the number o f firms founded by one person was only 13 and of these 

one respondent did not complete the section on employment figures and therefore was not
«

■ considered. There were 75 firms that could be classified as being founded by two or more people, 

but 12 o f these did not complete the section on employment and were not considered. Therefore, 

the balance was much greater towards the number o f firms founded by teams than by individuals. 

The breakdown for each classification was as follows:

(1) FGF/I -  Fast-Growth Firms Founded by Individuals (2 cases),

I (2) FGF/T -  Fast-Growth Firms Founded by Teams (29 cases),

C (3) NFGF/I -  Non-Fast-Growth Firms Founded by Individuals (10 cases),

I (4) NFGF/T -  Non-Fast-Growth Firms Founded by Teams (34 cases).



In the Irish survey, there were 15 firms founded by one person and of these, three respondents did 

not complete the section on employment and were therefore not considered. There were 62 firms 

founded by two or more people and of these, seven respondents did not complete the section on 

employment and were therefore not considered. As with the American survey, there were 

substantially more respondent firms founded by teams as opposed to firms founded by an 

individual. The breakdown for each classification was as follows:

(1) FGF/I -  Fast-Growth Firms Founded by Individuals (3 cases),

(2) FGF/T -  Fast-Growth Firms Founded by Teams (22 cases),

(3) NFGF/I -  Non-Fast-Growth Firms Founded by Individuals (9 cases),

(4) NFGF/T -  Non-Fast-Growth Firms Founded by Teams (33 cases).

The analysis of the data began with a review of the different types of data analysis. Broadly, four 

types were identified and these were descriptive statistics, measures of association, statistical 

inference, and predictive analysis. The descriptive analysis includes measures such as mean, 

mode, median, frequency distribution, range, and standard deviation. These are used to portray 

the typical respondent and to give a general pattern of the results. The measures of association 

include cross-tabulation, and correlation, and are employed to determine the strength and 

direction of the relationship between two or more variables. Statistical inferences include 

measures such as standard error, t-tests, confidence levels, analysis of variance, and hypothesis 

testing. These figures are applied to generate conclusions about the population's characteristics 

based on the sample data. Finally, the predictive analysis includes measures such as time series 

and regression analysis, and is used to forecast future events. Originally, the surveys were 

considered to be a census of two separate populations of companies, which meant that statistical 

inference measures were not relevant because no inferences from a representative sample to a 

defined population were being attempted. However, since the percentage of respondents was only 

22% for the American survey and 37% for the Irish survey, statistical inferences were then 

undertaken for this work. However, because the cell sizes were so small for fast-growth firms 

founded by individuals and for non-fast-growth firms founded by individuals, the tests could not 

be presented with any confidence. Therefore, no measures of statistical inference were exhibited. 

As previously mentioned in this chapter, the study is concerned with historical data and does not 

seek to issue portents about the future, or speculate on how these findings could be applied to 

other industries. Therefore, predictive analysis was not undertaken on the data as it moved outside 

the parameters established for the study. However, descriptive statistics and measures of 

association were utilised across the variables.
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The reporting of the analysis is in three forms: narrative, graphic, and tabular. The information 

generated was distilled into that which was considered most pertinent to the objectives of the 

study. Primary amongst these was the plotting of the classifications on to Figure 4.2, and these 

graphs are shown in Chapter 6. Rather than overwhelm the reader with data, a small number of 

tables were engineered combining the most relevant data for each section. These figures 

examined how fast-growth firms founded by entrepreneurial teams compared in terms of structure 

and strategy against all other firms, how firms founded by teams compared against firms founded 

by individuals, and how fast-growth firms compared against non-fast-growth firms. For ease of 

reading, these were incorporated into a single table for each of Sections A, B, and C of the 

questionnaire, and for each survey. The other tables are cross-tabulations regarding classification 

percentages. The narrative moulds all of this information together, and provides additional 

analysis and insights into the results. Moreover, it aims to offer clarity to the research area 

through the use of non-technical jargon, concise commentary, and focus of thought.

4.8 LIMITATIONS

As with any research methodology, limitations exist which must be given consideration on how 

they impact upon the analysis of the data. The principal imperfection of this study was having 

respondents offer their revenue and employment numbers at interval groupings rather than as 

literal figures. This meant that the exact growth rate for each firm could not be calculated, and 

therefore direct comparisons could not be made with the software industry growth rates. Indeed, 

the initial interval level for revenue was so high that revenue as a measure of growth had to be 

eliminated completely. This meant that no comparative analysis could be undertaken between 

rates of growth measured by revenue or rates of growth measured by employment. By employing 

a number of criteria, firms were determined to be either fast-growth or non-fast-growth without 

an absolute growth rate being calculated. This excluded any analysis involving growth rates and
t

placed restrictions on the amount of useful information that could be generated fi"om the study.

A second limitation was caused by the low response rates. In America, a census of 445 valid 

firms was undertaken and a response rate of 22% was achieved. In Ireland, a census of 219 valid 

firms was undertaken with a response rate of 37%. The modest response rates are considered a 

limitation and the results must be considered with caution since themajority were non-responders 

in each census surveyed. However, according to the research experts consulted, the response rates
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were generally above the norm achieved in postal surveys and therefore patterns can be identified 

without being able to justify that these arrangements are definitive of each census.

The low response rate does cause a limitation with regard to the validity of the cell sizes for each 

firm classification. Because the number of respondents for fast-growth firms founded by an 

individual is so low (2 in America, 3 in Ireland), any statistical analysis would have little validity. 

Additionally, the characteristics identified for this classification must be considered with caution 

since they are based upon a response of either 2 or 3 respondents. Similarly, the validity of any 

statistical analysis for non-fast-growth firms founded by an individual is not robust since the 

response rate is again so low (10 in America, 9 in Ireland). While offering a slightly higher 

number of responses to fast-growth firms founded by an individual, it would not be prudent to 

propound that the characteristics identified for non-fast-growth firms founded by an individual 

are the norm for all firms within this classification. Therefore, the lessons that can be drawn from 

the characteristics of these two classifications must be considered with care, since they are not 

supported by big cell sizes and robust statistical analyses. A structured survey may have yielded a 

better cross-section of results than the open survey achieved.

Another limitation arose when the data was being analysed against the information gathered from 

the exploratory research. While the case studies suggested that the hypotheses were true, case 

studies were not undertaken in all the firm classifications for comparative investigations. The 

breakdown of the case studies was:
•  Fast-Growth Firms Founded by Individuals (0 case),

•  Fast-Growth Firms Founded by Teams (3 cases),

•  Non-Fast-Growth Firms Founded by Individuals (0 case),

•  Non-Fast-Growth Firms Founded by Teams (1 case).

This demonstrates that there was no case study of firms founded by individuals and only one of a 

non-fast-growth firms founded by a team. No comparison could be made between firms founded 

by teams and firms founded by individuals. Therefore, while the hypotheses were suggested to be 

true for fast-growth firms founded by teams, maybe they were also true for fast-growth firms 

founded by individuals. The lack of case studies on firms founded by individuals meant that 

utilising the information from the exploratory research was limited.

A final limitation is with regard to Figures 6.1 to 6.4. The mean scores for structure and strategy 

for each firm classification all came between 2.5 and 3.5. Indeed, most scores were between 2.75 

and 3.25, despite the fact that the firms could score between 1 and 5. The axes of the diagrams
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were drawn between 2.5 and 3.5 so as to offer greater clarity to the movement of the firms, as the 

data is generally clustered about the centre of the diagram (3,3). However, if  the figures were 

drawn using the original range of 1 to 5, then the movement of the firms would be less 

pronounced. The narrowness of the range was considered a limitation because the movement of 

firms is quite minimal in real terms, but all movements have been made to look more substantial 

by the diagrams.

The limitations of the research methodology have been noted to highlight the care that must be 

taken when interpreting the results. Limitations exist to many of the findings and any attempt at 

generalising the lessons must acknowledge the caveats that accompany them. Indeed, there are 

lessons on research methodology to be gained fi’om this work, but these will be dealt with in 

detail in the final chapter.

4.9 CONCLUSION

The methodological approach taken for this study was principally positivist because the central 

primary research methodology was a postal survey, with the normal criteria being given full 

consideration as one progressed through the study. However, it is not purely positivist as five case 

studies and five in-depth interviews were undertaken as exploratory research in the development 

of the methodology. Occasionally, this meant returning to a previous point to start again when 

new information came to light. Throughout the study the professionalism and the virtue of the 

work was given maximum attention. Any limitations identified were the result of hindsight or 

trade-offs, but recognition is nevertheless given to their existence in this research study. Because 

of the thoroughness to the research methodology, the analysis could be undertaken with the 

fullest possible confidence regarding the integrity of the data. The results of such analysis will be 

reviewed in detail in Chapter 6, but to better appreciate the findings, it is necessary to first offer a
I

context to the analysis. This is achieved in the next chapter through a profiling of the U.S. and 

Irish software industry.
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5.1 INTRODUCTION

When searching for an industry as a subject for the research study, the propositions developed 

from the literature identified growth industries specifically, since it was argued that the behaviour 

of firms in a growth industry would be quite different to the behaviour of firms in stable, 

transitional, or mature industries. Additionally, it was explicitly stated in Chapter 1 that selecting 

a particular industry was not a proxy for a task environment as there was clear recognition that 

within an industry there may be many different markets, networks, processes, and configurations 

which will increase the complexity and uncertainty of the environmental setting. But in resolving 

that the ambition of this work in a broad sense was to investigate the structure and strategy that 

fast-growth firms founded by entrepreneurial teams employ, it was determined to hold constant 

the ‘environment setting’ by using an industry rather than a task environment. Again based on the 

literature, it was decided that this should be a growth industry. Thus, for the purposes of this 

research the industry selected was the software industry, as this industry was experiencing growth 

throughout the world and had already been the subject of studies on team foundations that would 

make comparisons possible across time and countries. Therefore, to reiterate, the focus of this 

study was to investigate the structures and strategies employed by fast-growth firms founded by 

entrepreneurial teams in the software industry.

The software industry was chosen because it offered a number of substantive reasons for 

exploring its activities. Research in the area of high-technology by writers such as Cooper and 

Bruno (1977), Obermayer (1980), Timmons and Skinner (1984), and Teach et al (1986) 

suggested that firms were more likely to be fast-growth if they were established by more than one 

founder. Their studies also highlighted the higher than normal levels of occurrence in this 

industry of firms being started by more than one person. Later, work by Holt (1992) observed that 

multiple founders established 60-70% of high-technology based firms. These research studies, 

supported by anecdotal evidence, denoted that there was a higher frequency in the software 

industry of firms being founded by entrepreneurial teams than was found generally in other 

industries. This was an important consideration if responses in viable numbers both from firms 

founded by teams and by individuals were to be attained from the surveys. Therefore, the primary 

justifications for its selection included that the software industry was experiencing substantive 

rates of growth, it possessed a relatively high number of enfrepreneurial teams in comparison to 

other industries generally, and it was equally accessible in America and Ireland.
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Because the industry as a whole was growing, the prospect of the majority of firms experiencing 

growth would be quite high. Therefore, if most of the firms in the survey were growing, then non- 

fast-growth firms may also be experiencing growth, but at rates below the average for the 

software industry. Consequently, the fast-growth firms identified could only be relative to the 

software industry or to the survey respondents. By implication, the fast-growth firms in the 

software industry would display rates of growth higher than would the average fast-growth firm 

in non-growth industries. The literature also revealed that entrepreneurial teams founded a 

sizeable proportion of firms in the software industry. This was a critical element to the research 

study since it required a large number of firms founded both by individuals and by teams if the 

inquiry was to examine the differences between each of these forms of new venture creation. The 

ability to offer contrast between individuals and teams would be less likely in many other 

industries because entrepreneurial teams would have founded fewer firms than in the software 

industry. Ireland and America were selected as the survey countries due to a mix of good 

methodological reasoning and practical judgement. The choice of Ireland was relatively simple, 

given that is the home base of the author, allowing the opportunity to study one’s home country, 

and later to disseminate the findings for the benefit of local industry. But Ireland was also 

experiencing significant growth in the software industry, and recent performances had placed 

Ireland among the leading countries in the world for its software industry, thereby engendering 

substantial media attention. To compare the performance of Ireland’s software industry, it was 

considered most apt to benchmark its performance against the country with the longest history in 

this industry and the largest software market, America. Additionally, as the opportunity to spend 

a year researching in Babson College (Massachusetts) presented itself, the choice of America as a 

comparative country for analysis was cemented. But there were other benefits also to the 

selection of the software industry as an area of study. These included that the software industry 

was a ‘hot’ subject matter with copious amounts being written on its activities, that it was an area 

of study that is common to many other researchers across the globe, and that it was a particular 

area of interest for policy-makers in Ireland. '

All of these points together provided prudent reasoning for selecting software as the industry for 

examination. The remainder of this chapter contributes to a deeper understanding of this subject 

area by fiamishing a profile of the American and Irish software industry. This will offer the reader 

a contextual background to the analysis that follows in the next chapter. It additionally will offer 

figures that will be utilised in the detailed investigation of the data generated from the surveys, 

thereby enabling comparison between the survey results and the industry figures.
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5.2 THE SOFTWARE INDUSTRY TODAY

The international software industry has grown rapidly over the past decade, and has become 

increasingly important to the competitiveness of the high-technology industry in the global 

market, and to the national economies of individual countries. According to Mowery (1996), 

three broad classes of software can be differentiated: (1) operating systems - the basic software 

controls of the operation of a computer; (2) applications tools - the software tools that support 

specific applications; and (3) applications solutions - software instructions that enable a computer 

to perform specific tasks of interest to the end user. Each of these forms of software can be 

supplied in either ‘custom’ or ‘standard’ form. The ‘standard’ (or ‘packaged’) form has grown 

more rapidly than ‘customised’ software in recent times. Mowery additionally identified four 

types of ‘platforms’ for the software: (1) mainframe computers; (2) minicomputers; (3) 

workstations; and (4) microcomputers. He argued that the dramatic growth in the latter two 

classifications was positively related to the significantly increased market share of ‘packaged’ 

software. Furthermore, he suggested that because of the rapid diffusion of computing technology 

into new applications immense opportunities have been created, generating a substantial 

expansion in market niches. This has been augmented by the reduction in price of computer 

hardware that in turn has engendered a dynamic culture of entry into the software industry.

In identifying trends in the marketplace, figures from the Massachusetts Software Council (1990- 

96) show that the average rate of growth per annum in Massachusetts between 1990 and 1996 

was 18.9% for employment, 18.5% for the number of software companies, and 19.1% for 

revenue. The figures fi"om the National Software Directorate (1999) reveal that the average rate of 

growth per annum in Ireland between 1991 and 1997 was 15.3% for employment, 17.1% for the 

number of companies, and 10.9% for revenue. According to the Irish Software Association 

(1998a) the global software market was worth over $630 billion in 1996, and by the year 2000 the 

figure was estimated to be close to $ 1,000 billion.

But this market is increasingly becoming dominated by a small number of veiy large firms and 

the product life cycles are getting shorter. Thus, time to market is a critical success factor, 

according to the Irish Software Association (1998a), as it offers early entrant firms the 

opportunity to impose higher prices and avail of market opportunities over a longer period. The 

Irish Software Association also identified a number of other key competitive factors in today’s 

software industry. Since the market is developing a more product-led orientation, software
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products must incorporate completeness, ease of use, possess Internet capability, and language 

independence. Because the market life cycle is shortening there is a greater demand for larger 

capital investment in advance. This means that the capacity to raise large sums of venture capital 

at an early stage of the firm’s life is crucial as the ability to utilise cash flow from early sales to 

fund growth activities is less appropriate as a strategy due to time restrictions. The Association 

additionally argued that to survive and prosper in the software market constant innovation is 

necessary. This need for continual research and development results from the rapid altering of the 

industry, the technological underpirming of software, the changes in software development 

practices, and because of new opportunities that continuously arrive. The final competitive factor 

identified by the report was the problem of a skill shortage. The scarcity of people available to 

work in this industry sector has been intensified by the year 2000 issue and, in Europe, by the 

introduction of the EMU. This dearth of human resources effectively means that the number of 

qualified staff that are accessible limits the industry’s growth.

Goodbody Stockbrokers (1997) suggested that the drivers of growth in the software industry were 

the need for increased efficiency and margins within firms. Together with the demand for 

database software and data management, these drivers engendered a more effective use of 

databases and a greater requirement for software products and services. The report also noted that 

the dramatically increased popularity of the Internet would also stimulate demand for hardware 

and software products and services, as would the increased personal computer penetration in 

households. Two other drivers of growth were observed, and these were the need for software 

underlying more sophisticated communication technologies, and the potential for training 

software as a result of the enhanced knowledge of the systems by those purchasing.

As will be seen in the next section, today’s software industry is growing quickly and is supported 

by a number of forces that appear to offer strong support for sustained growth in the long-term. 

However, the deficiency in the availability of skilled personnel threatens the rate of potential 

growth open to this industry sector. For individual firms, the need for large venture capital 

investment and early market entry are increasingly the critical factors to success.

5.3 THE U.S. SOFTWARE INDUSTRY

Building a profile of the American software industry is difficult because of the dearth of precise 

statistics. Information from the International Data Corporation and the OECD in Table 5.1
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provides some insight into the structure of the software market. However, these should be viewed 

as indicative of the differences between the markets rather than as accurate facts. The figures 

offer a broad sense of the differing market sizes between the United States, Japan, and Western 

Europe. Western Europe is defined as Austria, Belgium, Denmark, Finland, France, Germany, 

Greece, Ireland, Italy, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, and 

the United Kingdom. Contrasts cannot be categorically stated as the data was derived by varying 

methodologies, definitions have subtle differences, and estimates, rather than exact numbers, are 

given for domestic consumption. Additionally, the figures have not taken into account the varying 

rates of inflation for each market. Nevertheless, the information offers an indication of the 

relative size of each market, and is broken down into product category.

TABLE 5.1 -  Domestic Consumption of Software in the United States, 

Japan, and Western Europe ($bn.)

Packaged Software Custom Software

1985 1992 1985 1994

United States 12.60 28.46 4.17 35.60

Japan 0.27 5.96 2.74 5.95

Western Europe 5.21 23.85 4.72 26.57

SOURCE: Mowery (1996) -  adapted from OECD 1989 and IDC 1993,1995

As can be seen from the data in Table 5.1, in 1985 the American packaged software market had 

69.7% market share of the three markets considered, but this had decreased to 48.8% by 1992. 

Western Europe meanwhile had moved from 28.8% to 41.0% over the same period due to growth 

of 457%, as compared to a growth in the American market of 225%. The Japanese packaged 

software market had a market share of only 1.5% in 1984, but by 1992 this had grown to 10.2%. 

The market for custom software demonstrated differing trends with America possessing 35.8%, 

Japan 23.6%, and Western Europe 40.6% respectively. However, by 1994 this had altered 

substantially with America holding 52.3% of the market, Japan 8.7%, and Western Europe 

39.0%. This was due to growth in America of 854% while Western Europe grew by 563%, and 

Japan by only 217%. Mowery (1996) suggested that the large size of the U.S. software market 

offered them competitive advantages, most notably in tools and operating systems, and these are
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not easily overcome by potential entrants. However, growth in custom software was superseded 

in the latter 1990’s by the markets for packaged products.

A second set of figures offers further understanding to the structure of the market, through the 

division of market share between American and non-American firms. Table 5.2 gives the 

estimated percentages broken down by region and product category. American firms hold the 

dominant position in all but two of the markets, which are the Applications markets of Western 

Europe and Japan. These differences are explained by Mowery as reflecting the importance of 

user-producer linkages demanding adaptation to local operating conditions. Combining this table 

with the previous table suggests that while the markets were expanding in Western Europe and 

Japan, the primary beneficiaries were firms from the United States.

TABLE 5.2 -  Market Shares (by revenue) of U.S. and Non-U.S. Firms 

in Packaged Software, By Region and Product Category, 1993 (%)

Consuming Region Tools Applications System-Level

U.S. FIRMS

United States 83.5 87.9 94.3

Western Europe 74.6 41.3 88.7

Japan 64.7 35.3 73.7

Non-U.S. FIRMS

United States 16.5 12.1 5.7

Western Europe 25.3 58.7 11.3

Japan 35.3 64.7 26.3

SOURCE: Mowery (1996) -  adapted from IDC 1994

The U.S. software industry is in a very strong position and holds a dominant standing in most of 

the world’s markets. Its early development arose from the post World War Two need to 

strengthen its military and aerospace capabilities and from there until the mid-1960’s computer 

producers controlled software output. According to Steinmueller (1996) the latter part of the 

1960’s was a period of rapid growth in the utilisation of computers but delays in technological
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improvements engendered an independent software vendor sector and growth in user-produced 

software. The 1970’s brought the impact of the minicomputer and altered the distribution of 

software creating activities and the utilisation of computers within organisations. The 1980’s saw 

the introduction of the personal computer and the retreat of computer manufacturers from 

software and service activities, with the exception of IBM. But the 1990’s showed signs of 

reintegration due to the global demands of the Internet and the need for local area network 

operating systems. At the end of the decade, American software firms remain firmly in control of 

world markets, and continue to be driven by demand from their home markets.

The area in Massachusetts known as ‘Route 128’ has become the centre of high-technology on 

the eastern seaboard of America. Cooper (1986) suggests that six environmental influences are 

critical to the development of entrepreneurial activity and these are economic conditions, access 

to venture capital, examples of entrepreneurial action, opportunities for interim consulting, 

availability of support personnel and services, and access to customers. Roberts (1991) argues 

that each of these exist in the Boston area primarily due to the entrepreneurial activity of the 

Massachusetts Institute of Technology and to a lesser degree Harvard University. The Boston 

area also possesses approximately fifty other institutes of higher education that constantly supply 

the marketplace with highly qualified personnel. The region additionally possesses an abundance 

of venture capital. He also points to the neighbouring infirastructure, and to the push and pull 

factors that influence the determination of any entrepreneurial practice. It is interesting to note 

that Cooper (1985) found that the MIT-Route 128 model remains unusual in its regional 

entrepreneurial dependence upon one academic institute and that other regions possibly need to 

examine alternative models if they are to achieve technology based industrial growth. The 

following sections outline the performance of the software industry in Massachusetts using 

information from the Massachusetts Software Development Council Reports of 1990 to 1996.

5.3.1 Employment ’

Employment in the Massachusetts software industry has grown from 45,972 employees in 1990 

to 130,019 in 1996 (183%). Its average growth per annum during that period was 18.92%. The 

average number of employees per firm has risen marginally from 57.47 in 1991 to 58.65 in 1996, 

which implies that it is the number of firms in the software industry that has demonstrated real 

growth during that period. As will be seen later, these figures for the average number of 

employees per firm contrast with the average of 53.9 for overseas firms and 13.1 for Irish firms in
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Ireland in 1991. However, overseas firms in Ireland did show a dramatic growth by 1997 with the 

average number of employees per firm estimated at 84.3.

TABLE 5.3 -  Employment in the Software Industry in Massachusetts

1990 1991 1992 1993 1994 1995 1996

All Firms 45,972 50,025 64,483 82,040 95,124 97,718 130,019

% growth p.a. to 1996 18.92 21.05 19.16 16.59 16.91 33.05

Av. No. of Employees

Per Firm 57.47 41.54 45.57 51.28 52.50 50.16 58.65

SOURCE; Massachusetts Software Development Council (1990-1996)

5.3.2 Revenue

The figures for revenue for firms in the Massachusetts area were only published fi'om 1994 

onwards, and thus there is a scarcity of information regarding this particular issue. As can be seen 

from the figures in the Table 5.4 there has been an increase in revenue from $5.5bn in 1994 to 

$7.8bn in 1996, a rise of 41.8%. The average revenue generated per employee was $57,819 in 

1994 and $59,991 in 1996, a growth of just 3.7% over the two year period. These figures compare 

less favourably with the data on Irish firms in Ireland and are significantly lower than overseas 

firms in Ireland.

TABLE 5.4 -  Revenue in the Software Industry in Massachusetts ($bn.)

1994________ 1995_________ 1996

All Firms 5.5 7.1 7.8

% growth p.a. to 1996 19.09% 9.86%

SOURCE: Massachusetts Software Development Council (1990-1996)
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5.3.3 Number of Companies

The number of software firms established in Massachusetts rose from 800 companies in 1990 to 

2217 in 1996, a growth of 177%. The average rate of growth per annum during that period was 

18.51%.

TABLE 5.5 -  Number of Companies in the Software Industry in Massachusetts

1990 1991 1992 1993 1994 1995 1996

All Firms 800 1204 1415 1600 1812 1948 2217

% growth p.a. to 1996 18.51 12.98 11.88 11.48 10.61 13.81

SOURCE: Massachusetts Software Development Council (1990-1996)

The increase in the number of software companies was much stronger in Massachusetts than it 

was in Ireland where an average growth of just 10.9% per aimum in the period between 1991 and 

1997 was experienced. Factors such as the availability of venture capital, examples of 

entrepreneurial activity, and access to a large number of customers may account for the wide gap 

in start-up activity between the Boston area and Ireland. The availability of highly qualified 

support personnel due to the presence of third-level colleges has less impact because of the 

recognised positive contribution of Irish colleges in providing a large number of graduates to the 

local software industry.

5.3.4 Summary

t

The U.S. software industry is shown to be extremely strong, with an approximate 19% rate of 

growth in the Massachusetts region. This growth was the result of multiple factors such as the 

presence of strong academic institutes, abundant venture capital, a tradition of entrepreneurship, 

and a critical mass of high-technology activity. There is also a fifty year history in the country of 

developing technology for government contracts on defence and aerospace which has spun off 

knowledge and sales into the private sector, creating in effect a new and vibrant industry. 

American firms have the additional advantage of early entry into the market that has allowed 

them the time to product test and experience the learning curve in a less hurried environment.

157



5.3 THE IRISH SOFTWARE INDUSTRY

The evolution of the software industry in Ireland has its roots in the industrial policies of the 

governments of the late 1960’s that sought to attract into Ireland foreign multinational 

corporations in the high-technology area, such as Digital in Galway. Since then Ireland has 

attracted many prominent hardware multinationals, including IBM, Digital, Hewlett-Packard, 

Dell, Apple and Gateway 2000. Their arrival initially created employment within those firms and 

later generated a market for indigenous sub-contractors through outsourcing. This in turn led to 

the expansion of related industries like software. The arrival of multinational companies such as 

Microsoft reinforced this strategic direction for government policy, and programs were 

introduced to further growth. Heavy investment in education and telecommunications enabled 

Ireland to be sold as a European base for American firms, with the additional bonus of English 

being the spoken language. For Ireland, the software industry was attractive because it was a 

rapidly growing market, providing skilled employment, and it reduced the traditional 

disadvantage of the country’s peripheral location.

5.4.1 Employment

Employment in the software industry has prospered significantly over the past decade. Between 

1991 and 1995 the rate of growth per annum was 11%, which compared very favourably with a 

rate of 2.1% per year for total employment in all sectors of the economy. As can be seen from 

Table 5.6, the number of people employed is almost evenly divided throughout between Irish and 

foreign firms. However, the average number of employees per firm varied greatly as foreign firms 

moved from an average of 53.9 employees in 1991 to an estimated 84.3 in 1997. Meanwhile Irish 

firms had an average of 13.1 employees in 1991 and an estimated 16.4 in 1997, which represents 

less than one-fifth of the number employed per firm by foreign firms. Effectively this means that
t

for Irish firms the growth occurred through the number of firms being founded rather than any 

dramatic addition in the number of employees per firm. An Irish Software Association (1998b) 

survey report highlighted some of the key issues with regard to employment and staffing. Staff 

shortages were a key issue with almost 85% of respondents experiencing a scarcity of suitably 

qualified staff. This shortage was particularly true for experienced software engineers, and 

happened against a background of desired expansion as 86% of respondents planned to increase 

employment over the next year. Another point of note from the report was that female 

participation averaged only 36.8%, and this figure was as low as 25% in firms that employed less
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than 10 people. Thus, while growth in employment has been spectacular, much of the fast-growth 

has come from foreign owned firms, and staffing difficulties will certainly impact upon the 

overall impetus in the short-term.

TABLE 5.6 -  Employment in the Software Industry in Ireland

Irish Firms 

Foreign Firms

1991________ 1^93_________  1995_________ 1997(est)

3,801(75.7) 4,495 (75.4) 5,773 (74.5) 9,200(76.4)

3,992(55.9) 4,448 (54.P) 6,011(64.6) 9,100(54.5)

Total 7,793 (27.4) 8,943 (27.4) 11,784(24.4) 18,300 (26.9)

% growth p.a. to 1997 15.3% 19.6% 24.6%

NOTE: The figures in brackets are the average number of employees per firm. 

SOURCE: National Software Directorate (1999)

5.4.2 Revenue

As with employment, the table on revenue demonstrates the strong growth in the software 

industry over the past decade, with a 50.4% increase between 1993 and 1995, and an estimated 

increase of 48.8% in the revenue figures between 1995 and 1997. The average growth rate per 

annum between 1991 and 1997 was calculated to be 17.1%. There would be two major concems 

regarding the figures presented in Table 5.7. The first is that foreign owned firms generate 

approximately 90% of the revenue throughout the given period, and frequently substantial 

proportions of this revenue are repatriated to the home country. A second concern is that the 

average revenue per employee is £39,463 in 1991 and an estimated £57,391 in 1997 for Irish 

firms, but for foreign firms it was £395,791 in 1991 and an estimated £432,197 in 1997. This 

means that, based on 1997 figures, employees in foreign firms create in excess of 7.5 times the 

revenue produced by employees in Irish firms. Should an Irish firm wish to achieve fast-growth 

then the ability to generate higher revenue per employee and a higher number of employees than
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that presently produced by Irish firms would be critical to its success. O’Gorman et al (1997), 

however, argued that the figures highlighted for foreign firms are unusually high because much of 

the R&D, marketing, and management activities are carried out by the parent company at their 

head office, and are not factored into the analysis of revenue generated per employee.

TABLE 5.7 -  Revenue in the Software Industry in Ireland (£m)

1991 1993 1995 19970

Irish Firms 150 236 386 528

Foreign Firms 1,580 1,756 2,611 3,933

Total 1,730 1,992 2,997 4,461

% growth p.a. to 1997 17.1% 22.3% 22.0%

SOURCE: National Software Directorate (1999)

5.4.3 Exports

During the 1990’s, the level of exports increased in line with revenue and employment, as shown 

in Table 5.8. The average rate of growth per annum between 1991 and 1997 for all software firms 

was 17.4%. Total exports had risen only 14.5% between 1991 and 1993, but rose approximately 

53% between 1993 and 1995, and over 50% between 1995 and 1997. Foreign firms dominate this 

area with approximately 91% of export in 1997, although this is lower than the 1991 figure of 

96%. When comparisons are made between the figures for revenue and for export, then one can 

calculate that in 1997, 98% of revenue for foreign firms came fi-om exporting, while Irish firms 

generated 69% of their revenue from exports (up from 41% in 1991). The small size of the Irish 

market means that exporting is imperative to growth, and many Irish firms are now beginning to 

use Ireland as a test market rather than being the firm’s primary target market. As previously 

discussed, foreign firms locate in Ireland as a base to enter the European markets and therefore 

the high level of export activity from this group is to be anticipated.
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TABLE 5.8 -  Exports in the Software Industry in Ireland (£m)

1991_________1993_________1^95_________ 1997(est)

Irish Firms 61 116 226 365

Foreign Firms 1,548 1,726 2,585 3,854

Total 1,609 1,842 2,811 4,219

% growth p.a. to 1997 1 7.4 23.0 22.5

SOURCE: National Software Directorate (1999)

5.4.4 Number of Companies

The number of companies in the software sector has been increasing dramatically over the past 

decade, particularly indigenous firms. This originally occurred due to the need of foreign firms to 

sub-contract and outsource tasks, but in more recent years the attraction to start one’s own 

enterprise has been fuelled by the opportunity to achieve high earning potential and wealth 

creation for its founders. The number of Irish companies established between 1991 and 1997 has 

been at double the growth rate of foreign firms (92% versus 46%). The failure rates for Irish firms 

are lower than for their foreign counterparts. Figures from the National Software Directorate 

(1999) show that for indigenous firms the figure was 5.95% in 1995 (up fi-om 2.7% in 1990), and 

the failure rate for overseas companies was 6.17% (up from 5.7% in 1990). O’Gorman et al 

(1997) indicated that the annual rate of start-up between 1991 and 1995 ranged between 10.7% 

and 15%, while the closure rates ranged between 3.5% and 6%. These figures compared 

positively against the figures for all of manufacturing that ranged between 5.4% and 6.4% for 

start-ups, and between 7.2% and 7.5% for closure rates (the figures for all of manufacturing are 

for the years 1989 and 1990). They suggest that despite the image of software being a risky 

business opportunity, the data available to date indicate that it possesses greater survival potential 

than the overall manufacturing possibilities.
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TABLE 5.9 -  Number of Companies in the Software Industry in Ireland

Irish Firms

1991

291

1993

336

1995

390

1997(est)

561

Foreign Firms 74 81 93 108

Total 365 417 483 679

% growth p.a. to 1997 1 0.9% 12.9% 18.5%

SOURCE: National Software Directorate (1999)

5.4.5 Products and Services

According to O’Gorman et al (1997), most Irish indigenous software firms raise much of their 

revenue from products, as opposed to services. While the indigenous industry as a whole creates a 

wide range of products for a wide variety of customers, individual firms tend to specialise in 

terms of the type of product and customer to whom they pay attention. Many of the overseas 

firms are large U.S. firms manufacturing product software that is sold to mass markets. As 

mentioned previously, these large foreign firms would outsource a sizeable proportion of their 

work, such as translation, localisation, disk duplication, assembly of packages, and after-sales 

service. However, the core functions and sales activities remain within the overseas software 

companies. This does little to enhance the skill base of the local ’firm since a substantial 

proportion of their activity is replication. Nevertheless, a considerable number of companies have 

elected to meet this demand. The figures by the Irish Software Association (1998b) survey report 

stated that the respondents receive 48% of their revenue from products and 52% from services. 

The ideal split according to respondents was 53:47 in favour of products. Presently, firms in the 

10-19 and 20-49 employee brackets are mostly product orientated with revenues from 

manufacturing being 56% and 52% respectively.
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5.4.6 Factor and Demand Conditions

When searching for reasons explaining the sustained growth in the Irish software sector, a 

number of explanations were put forward by O’Gorman et al (1997). They proposed that if one 

were to examine the factor conditions using the framework of Porter (1980), then primary 

considerations would include labour, capital, and infrastructure. The quality of labour into this 

industry sector has remained high throughout the 1990’s. At the beginning of the decade it was 

estimated that approximately 75% of employees in indigenous software firms were third-level 

graduates. In 1992, degrees in Mathematics and Computing accounted for 5% of all degrees 

awarded, which was the fifth highest percentage amongst all OECD countries. The supply of 

computer science students has since increased rapidly due both to demand and financial 

opportunities. The industry also invests heavily in staff development and training, particularly in 

comparison with other sectors of the economy in Ireland. Although the quality is high, labour 

costs remain generally lower than on Continental Europe, although this is quickly altering due to 

the increasing scarcity of skilled staff.

O’Gorman et al (1997) argued that the software industry was not a particularly capital-intensive 

business, and thus the only requirement was working capital to finance activities such as product 

development and marketing. Foreign owned firms have favourable conditions in attaining capital 

investment due to the desire by IDA Ireland to attract software firms into Ireland. Frequently, 

these companies are large firms in their native countries and already possess a strong capital base 

from they can build. However, it is the smaller indigenous firms that face great difficulties in 

securing finance due to a lack of appropriate financing for this sector (Cooney and O’Connor, 

1998). As was noted earlier in this chapter, Goodbody Stockbrokers (1997) would argue that 

large capital investment is required initially if a firm were to compete globally. But since Irish 

SMEs have greater difficulty in accessing these funds, their potential to achieve fast-growth is 

severely limited. '

During the 1980’s, successive governments invested heavily in the telecommunications 

infrastructure, a policy that has paid dividends to the economy as a whole but has benefited the 

software industry particularly. The development of this infrastructure was critical both to the 

industry’s progression and success, and although it did not give firms based in Ireland a 

competitive advantage, Ireland did have the advantage of possessing a sophisticated system 

earlier than most other countries.
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Demand conditions have also influenced the growth of the Irish software industry through the 

need for software in the domestic Irish market, the requirements from overseas firms in Ireland, 

and through the development of export activity. The dramatic expansion of the financial services 

sector in Ireland over the past decade has created an augmented necessity for software products 

which has fuelled growth within Ireland. Process flow industries such as pharmaceuticals, 

chemicals, drinks, and dairy products have a strong presence in Ireland and their need for 

software has also increased significantly over the past decade furthering overall growth in the 

software sector. Outsourcing and subcontracting from foreign owned firms have added 

considerably to this increase, and arguably have also been inclined to press suppliers to adopt 

higher standards. These enlargements to the domestic market have prepared Irish software firms 

for the global markets as they begin to use the local markets to test their products and services.

5.4.7 The Role of Government

As previously noted the role of government policy has impacted greatly upon the success of the 

software industry in Ireland. Three decisions particularly influenced the prosperity of this 

industrial sector, and these were the resolution to attract foreign multinationals into Ireland, the 

development of the telecommunications network to a highly sophisticated level, and the 

education and training of a highly qualified labour force to staff the software industry. But the 

role of government needs strengthening rather than loosening now that greater rewards await 

those who are willing to take risk and follow the opportunities that constantly present themselves 

in this area.

The Irish Software Association (1998a) submits that government intervention can positively 

influence a number of critical issues facing the industry. The first of these is the skills shortage, 

which requires educating and training a substantial number of the workforce over the coming 

years. The Irish Software Association believes that the software industry in Ireland will employ 

over 40,000 people by the year 2002, thus requiring a sizeable increase in the number already 

taking courses in information technology. But fast-growth companies also require people with 

exceptional skills in management, marketing, and finance. This necessitates integration between 

government, third-level institutes, and industry. To maintain current achievements it will also be 

necessary to increase investment in telecommunications to ensure that Ireland is at worst equal to 

those available in other competing countries. For example, India has created an ‘Infotech City’ 

while Malaysia has developed a ‘Multimedia Supercorridor’, and therefore offer alternative
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locations for multinational operations. An excellent telecommunications infrastructure is critical 

to Irish based organisations remaining cost-competitive on the international markets. The Irish 

Software Association also recommends that incubation units be established that provides firms 

with seed capital, office facilities, access to expertise, and a path to fast growth in revenue. They 

further argue that government must lead the drive to provide financial support by increasing the 

availability of seed funds, making access to these funds easier, and by creating a competitive 

venture capital environment.

Other initiatives that the Irish Software Association identified as the responsibility of govemment 

were the need to attract multinational firms that were higher up the added-value chain, to foster 

strategic alliances, to promote participation in E.U. research programs, and to use public 

procurement as a stimulus for growth in the high-technology areas. One could offer an alternative 

argument which suggests that in a free-market economy the role of govemment intervention 

should be reduced, particularly where the govemment has already given so much and built such a 

strong foundation for future success. But the reality is that high-technology has been a 

comeretone to the economic growth that has become the ‘Celtic Tiger’, and rather than looking 

back to admire one’s craft, the govemment must reinforce one of the pillars upon which the 

economic success has been built.

5.4.8 Summary

While the analysis of the Irish software industry in this chapter has deah with the past, future 

developments appear extremely promising. Trends highlight that the substantial growth in the 

number of companies being established look set to continue. The expansion of indigenous 

industry alongside multinational firms promises rich rewards both for the entrepreneurs and for 

the economy as a whole. The most critical challenge facing the industry is a skill shortage that 

could limit the rate of growth that this industrial sector experiences. Less demanding impositions 

include access to finance, infrastmctural enhancement, speed to market, and govemment support. 

But indigenous Irish firms need to increase their employee ratio per firm, together with the 

revenue generated per person, if they are to compete successfully on the global market, and 

achieve fast-growth over a sustained period. The capability and confidence exists to replicate the 

success stories of other Irish software firms such as Iona Technologies, CBT Group, Saville 

Systems, and Trintech among many others.

165



5.5 CONCLUSION

This research study investigates how firms founded by entrepreneurial teams might combine 

structure and strategy to engender fast-growth within a ‘growth industrial environment This is a 

critical element to the work since the hypotheses state that the organic/emergent combination for 

fast-growth small firms is true for growth industrial sectors. The growth industry selected as a 

subject for the research was the software industry. The reasons for this choice were that the 

literature demonstrated that the software industry was growing, it had a high level of incidence of 

firms founded by entrepreneurial teams, and comparative work could be undertaken across 

countries. The countries chosen for the primary research were America and Ireland due to a mix 

of soimd methodological reasoning and practical judgement. The profiles offered in this chapter 

stress the different backgrounds from which the software industry has evolved in their respective 

countries, and the varying rates of growth that they have experienced. They also accent the 

environmental variances that exist with Massachusetts providing a culture of entrepreneurship 

backed by venture capital, while Ireland builds fi'om the integration of multinational activity with 

indigenous entrepreneurship. The average rate of growth in the number of companies established 

in Massachusetts between 1990 and 1996 was 18.5% per annum, while in Ireland the average rate 

of growth per annum between 1991 and 1997 was 10.9%, with a 50% addition between 1995 and 

1997. During the periods examined there were also substantial increases in revenue, although the 

number of employees per firm remained relatively stable with the exception of foreign owned 

firms in Ireland.

Overall, it can be clearly demonstrated from the evidence presented in this chapter that the 

software industry was a growth industry at the time the surveys were undertaken in Massachusetts 

and in Ireland. Additionally, the chapter provides an insightful contextual background to the 

analysis that follows in the next chapter, as well as supplying detailed growth figures on the 

industry in both countries that will enable a comparative inquiry to be imdertaken between the 

data for the industry and the data generated by the survey.
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CHAPTER 6

RESEARCH ANAL YSIS



6.1 INTRODUCTION

The research for this study centred on four classifications of firms: fast-growth firms founded by 

individuals, fast-growth firms founded by entrepreneurial teams, non-fast-growth firms founded 

by individuals, and non-fast-growth firms founded by entrepreneurial teams. The work 

investigated the potential differences between these classifications through structure and strategy, 

and the research was undertaken in the software industry, both in Massachusetts (America) and in 

Ireland. This chapter is concerned with the analysis of the information generated by the surveys in 

both of those geographic areas, and thereafter leads to conclusions and recommendations. The 

results were primarily analysed through the hypotheses identified in Chapter 4, which were:

H I -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an organic structure.

H  2 -  Fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an emergent strategy.

The results were additionally analysed through the objectives stated in Chapter 4:

1. Determine the structure and strategy characteristics that differentiate fast-growth firms 

founded by teams from the other three classifications of firms. This objective is the basis to 

the hypotheses.

2. Determine the structure and strategy characteristics that differentiate fast-growth firms from 

non-fast-growth firms.

3. Determine the structure and strategy characteristics that differentiate firms founded by 

entrepreneurial teams from firms founded by individuals.

4. Contrast the growth strategies (as identified in Chapter 3) for each of the firm classifications.

5. Contrast firm profiles for each of the firm classifications.

6. Compare the results of the above objectives for American firms with the results for Irish 

firms.

The principal finding was that while fast-growth firms founded by an entrepreneurial team 

display a coupling of organic structure and emergent strategy, it was not unique. Indeed all 

classifications of firms began with an organic/emergent combination with the exception of Irish 

firms founded by teams. However, the movement of firms over time was varied with American
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firms moving towards an organic/deliberate combination, while Irish firms moved towards a 

mechanistic/dehberate combination, suggesting a greater need by Irish firms to get organised in a 

structured, formal, hierarchical fashion as the firm matures. Firms founded by entrepreneurial 

teams in America (whether fast-growth or non-fast-growth) were the only firms to retain the 

organic/emergent combination at both ‘start-up’ and ‘now’. In general terms, the results of the 
surveys suggested that:

• Fast-growth firms were heavily committed to sharing information and advice, and that their 

strategies could come from anywhere in the organisation.

• Non-fast-growth firms were more willing to have looser functional responsibilities for their 

employees, while the CEO was the principal sfrategic decision-maker.

• Firms founded by entrepreneurial teams gave authority to the person with the greatest 

knowledge, and the sfrategy could come from anywhere in the organisation (although in 

Ireland it was a managed process).

• Firms founded by individuals were more willing to have looser functional responsibilities for 

their employees, although the strategy process was managed or determined by the CEO.

• The growth strategies were clustered together by country rather than by classification, with 

firms in America targeting growing market segments, while firms in Ireland concentrated on 

attention to customer needs.

• American fast-growth firms and American firms founded by entrepreneurial teams had 

a focused approach to their product or service offerings, but all other classifications had a 

wider range of activity.

• Irish firms had a high percentage of sales from export, while American firms founded by 

individuals had a very low percentage of its sales from export.

• American firms placed a strong emphasis on the Engineering function, and American fast- 

growth firms are highly likely to bring on a Finance person as the firm matures.

• Irish firms placed a stronger emphasis on Operations at the begirming and Sales as the firms 

get older.

But the initial testing of the hypotheses created difficulties. Since the organic/emergent coupling 

was not unique to fast-growth firms founded by entrepreneurial teams, and because the cell size 

for fast-growth firms founded by individuals and non-fast-growth firms founded by individuals 

were too small for robust statistical analysis, a change of emphasis regarding the investigation 

became necessary. Instead, the investigation gave prominence to the differences between fast- 

growth firms and non-fast-growth firms, and between firms founded by entrepreneurial teams and
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firms founded by individuals. The lessons from fast-growth firms are about sharing and 

inclusiveness, since fast-growth firms inform their entire organisation of what is happening and 

look for opinion and contribution from the employees. It was this attitude of partnership, of being 

together in the growth of a venture, that separated this classification from all other firms. This 

attitude of sharing was not as strong in fast-growth Irish firms as there still remained a residue of 

the desire to retain control. The following pen pictures of each classification of firm have been 

developed from the findings so as to give greater clarity to the remainder of this chapter.

AMERICAN FIRMS

Fast-Growth Firms

♦ share information, advice, and tasks at the ‘now’ stage,

♦ strategies can come from anywhere in the organisation,

♦ target growing market segments,

♦ are export orientated,

♦ have the highest percentage of assigned persons.

Non-Fast-Growth Firms

♦ functional responsibility is organic,

♦ strategies are continuously emerging,

♦ attention to customer needs is their primary growth strategy,

♦ handle a wide range of activity.

Firms Founded by Entrepreneurial Teams

♦ have day-to-day decisions made by those with greatest knowledge,

♦ strategies evolve continuously,

♦ attention to customer needs is their primary growth strategy,

♦ are export orientated.

Firms Founded by Individuals

♦ strategies are disseminated by a managed process,

♦ have differentiation as their primary growth strategy,

♦ have no export activity above 10% of sales.
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IRISHFIRMS

Fast-Growth Firms

♦ rely on being fluid and team based,

♦ share information and advice,

♦ strategies are continuously emerging from anywhere in the organisation,

♦ attention to customer needs is their primary growth strategy,

♦ are export orientated,

♦ use a combination of products and services,

♦ assigned people primarily in Sales.

Non-Fast-Growth Firms

♦ functional responsibihty is organic,

♦ strategy process is emergent,

♦ attention to customer needs is their primary growth strategy at ‘start-up’,

♦ use a combination of products and services.

Firms Founded by Entrepreneurial Teams

♦ rely on being fluid and team based,

♦ have an evolutionary strategy process,

♦ attention to customer needs is their primary growth strategy,

♦ are export orientated,

♦ use a combination of products and services,

♦ have packaged and customised products,

♦ employ people primarily in Sales.

Firms Founded by Individuals

♦ functional responsibility is organic,

♦ strategies continuously emerging,

♦ attention to customer needs is their primary growth strategy,

♦ have a high percentage of firms exporting between 10% - 50% of their sales,

♦ use a combination of products and services,

♦ concentrate on customised products.
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These pen pictures of the four classifications of firms will be explained and elaborated upon as 

the reader is taken through the various sections of this chapter. The chapter divides the research 

analysis into three sections: (1) analysis of the American survey, (2) analysis of the Irish survey, 

and (3) comparison between the results for American firms with Irish firms. Each section is 

further sub-divided using the objectives of the study stated previously. These analyses were 

undertaken within the context of the literature review, the respective industry backgrounds, the 

cultural nuances of entrepreneurial activity on either side of the Atlantic Ocean, and the raw 

figures themselves. The chapter explores and interprets the results to enlighten the reader about 

the differences that might exist between the four classifications of firms identified. Additionally, 

through an investigation of the structures and strategies that the firms employ, insights were 

garnered that will prove beneficial to the understanding of firms in the software industry.

6.2 ANALYSIS OF THE AMERICAN SURVEY

As previously discussed, the software industry is vibrant in the Massachusetts area, particularly 

along the Route 128 axis. It is against this background of expansion that the survey was 

undertaken and participant firms were classified, an environment of continual change and 

enlargement. This section of the chapter is an examination of the data from the American survey 

that begins with a profile of the respondents in order to provide a context to the analysis. 

Thereafter, the section initially investigates the hypotheses (objective 1), then objectives 2 and 3, 

next objective 4, and finally objective 5. Objective 6, which assesses the comparisons between the 

results of the American survey with the Irish survey, is dealt with in a dedicated section later in 

the chapter. For purposes of clarity in presenting data from the results of the survey, objectives 2 

and 3 have been combined, although structure and strategy are analysed independently of each 

other.

6.2.1 Profile of the Respondents ’

The profile of the respondents offers an overview of the firms surveyed in America from which 

valid responses were received. Through profiling the firms, a background is given which will 

enable a greater understanding of the analysis for the remainder of this section. The profile does 

not classify the firms in terms of fast-growth or founding members as that will be dealt with later 

in the chapter. An initial audit of the firms exhibits the breakdown by way of export activity, 

company focus, and company mix in Table 6.1.
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Table 6.1 ■ U.S. Survey Companies Profiles : % of Sales Exported, 
Company Focus, Product Mix

% of Sales Exported
0%-10% 11%-50% 51%-100%

company proauct aampie 13 4 0
Focus Row % 76% 24% 0%

service Sample 14 1 0
Row % 93% 7% 0%

both Sample 24 9 4
Row % 65% 24% 11%

Total Sample 51 14 4
Row % 74% 20% 6%

Product packaged Sample 8 5 0
Mix Row % 62% 38% 0%

custom Sample 16 1 2
Row % 84% 5% 11%

both Sample 27 8 2
Row % 73% 22% 5%

Total Sample 51 14 4
Row % 74% 20% 6%

The most striking feature of these numbers is the fact that 51 of the 69 firms (74%) export 10% or 

less of their sales. For these 51 firms, the breakdown between ‘product’ and ‘service’ as the 

company focus is almost even, while for product orientation ‘custom’ products account for twice 

the number of ‘packaged’ products. However, for firms exporting between 10% and 50% of their 

sales, the focus of the firms is ‘product’ rather than ‘service’, and ‘packaged’ rather than ‘custom’ 

for product mix. Of those firms whose export activity accounts for more than 50% of their sales, 

all adopt ‘both’ as the company focus while half adopt ‘both’ as product mix. From the total of 69 

firms, 37 (53.6%) utilise ‘both’ product and service company focus, just as the same percentage 

operates ‘both’ packaged and custom product mix. This differs firom the later analysis of growth 

strategies where the respondents give a low rating to strategies having a wide product range or 

focusing on the needs of the customer.

t

An examination of the founder profile offered a number of interesting highlights. As can be seen 

from Table 6.2, the founders were reviewed against how many of them had previously worked 

together, how many had previously worked in the industry, and how many had prior start-up 

experience. As the number of founders in a team increased, there was a greater likelihood that one 

or more of the founders had worked together previously, had industry experience, and had 

established a firm already. Firms fovinded by six or more founders had a 100% fulfilment of these 

features. Of firms founded by individuals, only one of them had previously worked in the
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industry, and none had prior start-up experience. For firms founded by two members 87% had 

two or more founders who had formeriy worked together, 84% had one or more founders who 

had worked in that industry previously and 68% had one or more founders who had started a firm 

before this organisation. This clear differential of experiences must impact upon the potential for 

fast growth performances of the organisation’s products or services.

able 6.2 - U.S. Survey Companies Profiles : Number of Founders, Previously Worked Together, Previously Worked in This Industry, Prior
Start-Up Experience

Number Of Founders
One Two Three Four Five Six Seven+

All himis All bampie 12 - . -----1 23 6 9 2 1
Row% 14% 37% 27% 7% 11% 2% 1%

Previously no founders previously Sampie 9 6 5 0 1 0 0
Worked woriced Row% 43% 29% 24% 0% 5% 0% 0%
Together founders previously Sample 0 22 17 6 8 2 1

worked
Row% 0% 39% 30% 11% 14% 4% 2%

Previously no founders previously Sample 9 7 4 0 0 0 0
Worked In woriced Row% 45% 35% 20% 0% 0% 0% 0%
This industry founders previously Sampie 1 20 18 5 9 2 1

woriced Row% 2% 36% 32% 9% 16% 4% 2%
Prior Starl-Up no founders with Sample 7 14 20 1 5 0 0
Experience experience Row% 15% 30% 43% 2% 11% 0% 0%

founders with Sample 0 8 1 3 2 2 1
experience Row% 0% 47% 6% 18% 12% 12% 6%

In general terms, the respondent firms were low exporters (which is understandable given the size 

of the American market), had a broad range of company focus and product mix, and had multiple 

founders. Importantly, as the size of the team grew so also did the number of founding members 

with prior start-up experience, and industry experience. A more detailed breakdown of the 

profiles will be given by firm classification as this section examines each of the objectives in turn.

6.2.2 Testing the Hypotheses (Objectivel)

A critical purpose of this study was to determine the structure and strategy of fast-growth firms 

founded by entrepreneurial teams, and thereafter to compare this classification of firm against the 

other three classifications identified. As described in Chapter 4, each firm was scored on the 

organic-mechanistic axis and on the emergent-deliberate axis. They were also scored at the 

foundation of the firm and again at the time of the survey. This enabled each classification to be 

plotted on a 2x2 matrix with the expectation of the hypotheses being that fast-growth firms 

founded by entrepreneurial teams would display a unique coupling of organic structure and 

emergent strategy. The firms were classified using employment figures in accordance with the 

criteria set down in Chapter 4. As previously stated, the number of firms founded by one person
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was only 13 and of these one respondent did not complete the section on employment figures and 

was therefore not considered. There were 75 firms that could be classified as being founded by 

two or more people, but 12 of these did not complete the section on employment and were not 

considered. Therefore, the balance was much greater towards the number of firms founded by 

teams than by individuals. The breakdown again for each classification was as follows:

(1) FGF/I -  Fast-Growth Firms Founded by Individuals (2 cases),

(2) FGF/T — Fast-Growth Firms Founded by Teams (29 cases),

(3) NFGF/I -  Non-Fast-Growth Firms Founded by Individuals (10 cases),

(4) NFGF/T -  Non-Fast-Growth Firms Founded by Teams (34 cases).

In Figure 6.1, firms are identified according to the number given above. The number alone (e.g. 

3) represents their starting position while the number plus ‘a’ represents their position ‘now’ (e.g. 

3a). This labelling assists the reader in tracing the movement of the classifications over time. As 

can be seen fi'om Figure 6.1, all firms begin with an organic/emergent combination. However, 

firms founded by individuals (whether fast or non-fast-growth move to a deliberate strategy as the 

firm matures (1-la; 3-3a). Firms founded by teams (whether fast or non-fast-growth) remain 

within the organic/emergent quadrant as the firm matures. Fast-growth firms founded by teams 

move the greatest distance over time of any classification, although they remain within the same 

organic/emergent quadrant (2-2a). Similarly, the mean for all participating firms remains within 

the organic/emergent combination throughout the time period (AV-AVa). One exception to the 

general movement towards a mechanistic/deliberate coalition comes from non-fast-growth firms 

founded by teams, as they move towards becoming more emergent and mechanistic as they grow 

older (4-4a).

An alternative method of viewing the firm classifications is presented in Figure 6.2. Figure 6.2(a) 

represents the firms at ‘start-up’ and Figure 6.2(b) represents the firms ‘now’. As can be seen 

from these figures, fast-growth firms founded by teams begin with a combination of structure and 

strategy that is more organic and emergent than found in other firm classifications. Additionally, 

a number of other points are immediately clear when inspecting Figure 6.2. The first is the 

substantial movement down the vector towards the mechanistic/deliberate angle. A second is the 

general movement further away from the vector by all of the firms. Fast-growth firms founded by 

individuals are particularly noticeable in this regard (1-1 a). A third point is the movement in the 

opposite direction by non-fast-growth firms founded by teams to all other firm classifications (4- 

4a). This action suggests a tightening of hierarchical structures by the team and
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FIGURE 6 .1 - U.S. Survey : Structure/Strategy Matrix
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FIGURE 6.2(a) - U.S. Stmcture/Sfrategy Matrix At "Start-Up"
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a more ad hoc approach to strategy, which may explain their lower growth. The final point arises 

fi'om the previous item, and that is the observation that all locations (with one exception) are to 

the right of the line. This suggests that firms are more inclined towards an organic structure and 

deliberate strategy in a growing industry. In a growth environment it might have been expected 

that firms would display a more emergent approach to strategy, as there would be a continual 

need to avail of new opportunities rather than maintain a deliberate strategy. But as previously 

discussed in Chapter 3, software firms in America are frequently targeting the Initial Public 

Offering (IPO) market and therefore, potential stakeholders need to be aware of the firm’s plans 

for the coming months, thereby pushing the strategy in the direction of deliberate rather than 

emergent. This would also link with the experience of Company D in the case study research. The 

finding that firms are inclined towards an organic structure is more expected since software firms 

have generally tended to display looser structures than found in traditional industries. This 

characteristic of software firms, combined with the fact that they are operating in a growth 

environment, and that there is a general movement across many industries towards less formal 

organisation structures, is reinforced in the analysis of Figure 6.2.

The basic hypotheses that ‘fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an organic structure’, and that ‘fast-growth small firms founded by 

entrepreneurial teams in a growing industrial sector use an emergent strategy’ are therefore 

supported in the American survey. However, what the survey also demonstrates is that fast- 

growth firms founded by entrepreneurial teams do not uniquely adopt this organic/emergent 

combination. Indeed, each classification of firm begun with an organic/emergent union, and then 

there was a general tendency to move towards a deliberate strategy, as the firm becomes older. 

The movement towards a mechanistic structure is also pronounced but only once does a firm 

classification go below the halfway point (la). Fast-growth firms founded by an entrepreneurial 

team do begin with a significantly more organic structure and emergent strategy than other firm 

classifications employ at the start-up stage, but thereafter it progressively moves closer to the 

average point.

The question of what structures and strategies were employed by the four classifications of firms 

had been answered. However, since little difference existed between the classifications it was 

considered that it would not be very beneficial to pursue this line of inquiry. Additional 

difficulties existed due to the small cell sizes for firms founded by an individual. Therefore, it was 

determined to be more profitable to concentrate on the remaining research objectives that
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compared fast-growth firms versus non-fast-growth firms, and firms founded by entrepreneurial 

teams versus firms founded by an individual. The remainder of this section of the chapter will 

examine Objectives 2-5 in greater detail, and through which explanations for the results to the 

hypotheses can be teased out further.

6.2.3 Structures (Objectives 2 and 3)

As explained in Chapter 4, the characteristics of structure as defined by Bums and Stalker (1961) 

were adopted in the questionnaire, both at ‘start-up’ and ‘now’. Each firm had a mean rating 

calculated for it, where 5 was considered highly organic and 1 was highly mechanistic. An 

average score was calculated for each firm classification by adding the score for each firm in that 

classification and then dividing by the number of firms. Thus a comparative investigation could 

be undertaken on each of the structure characteristics for the different firm classifications. The 

number of valid responses for each classification were: Fast-growth firms founded by teams (29), 

All other firms (46), Firms founded by teams (63), Firms founded by individuals (12), Fast- 

growth firms (31), and Non-fast-growth firms (44). The figures shown in the unshaded lines are

Table 6.3 - U.S. Survey : Mean Ratings for Structures

Fimi Classification Firm Classification Firm Classification
Fast-Growth 

Firms 
Founded by 

Teams
All Other 

Finns

Firms 
Founded 
by Teams

Firms 
Founded by 
Individuals

Fast-Growth
Firms

Non-Fast-G 
rowth Finns

worK IS  uone i nrougn 
Functions

Mean 2.90 3.67 3.03 3.27 2.86 3.18

Work Is Done Through Mean 2,79 2.76 2.77 2.90 2.76 2.84
Mean 3.46 2.69 2.96 2.91 3.36 2.82

Comi^jgihiation on the Mean 3.24 2.65 2.84 2.90 3.14 2.68
Mean 4.10 4.15 4.12 4.09 4.07 4,16

Area of Responsibility Mean 3.55 3.60 3.62 3,40 3.52 3,66
ftS>)*'ib-Day Decisions Mean 3.90 3.69 3.77 3.64 3.97 3,69

Day-to-Day Decisions Mean 4.00 3.67 3.83 3,50 3.97 3,75
blSn^ation of Decision Mean 3.00 2.65 2.76 2,70 3.00 2,62
Reo^tegation of Decision Mean 2.62 2.53 2.56 2,50 2.59 2,52
^le»M|e(fl§W)ls About Mean 3.62 3.23 3.43 3.10 3.62 3,14
lnfq«IS»^ggrfl§^t^y(g@ut Mean 3.45 3.36 3.42 3.10 ?.41 3.33

Mean 3.66 3.52 3.54 3.82 3.66 3.50

Definition of Roles Mean 3.04 2.94 2.99 3.10 3.07 2.95

tilSW^itment of the Mean 3.54 3.19 3.25 3.40 3.61 3.05

Indislshtsliitment of the Mean 2.86 3.10 2.91 3.56 2.93 3.00
tndiai^aHnew) Mean 3.97 4.04 4.09 3.55 4.03 4.02

Orgqoiaaywthe Mean 4.07 3.96 4.07 3.70 4.10 4.02
Mean 3.46 3.45 3.52 3.09 3.36 3.45

Job Descriptions (now) Mean 3.25 3.44 3.38 3.40 3.14 3.54

Loyalty to the Firm Mean 2.38 2.21 2.25 2.45 2.38 2.30

Loyalty to the Firm Mean 2.34 2.37 2.31 2.70 2.38 2.40

(/KlUd Placed on Mean 2.86 2.92 2.87 3.10 2.86 2.98

KnivdKfijeiaiieib on Mean 2.86 2.96 2.90 3.10 2.86 3.02

K9@)«IS^9fle«Klfor Mean 3.40 3.31 3.31 3.25 3.40 3.26

Stryictef§i#K(S<arfiyP Mean 3.17 3.12 3.14 3.16 3.15 3.16

btmaures now
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the mean figures at ‘start-up’, while the figures in ^eshaded lines are the mean figures ‘now’. A 

number of points can be made regarding the characteristics that scored highest and lowest in 
general terms:

• ‘Employees may be asked to perform tasks outside their area of responsibility’ scored 

highest, with an average mean rating of 4.12. However, these figures drop notably at the 

‘now’ stage where it averages 3.56. This would suggest that as the organisation matures 

employees get asked to take on fewer tasks outside of their duties. This could occur due to the 

firm becoming more organised, more hierarchical, or less team orientated.

• The second highest rating was the characteristic that ‘the organisation is fluid and team based 

as opposed to functional and hierarchical’. The average mean for each classification was 3.95, 

with the exception of ‘firms founded by individuals’ where the figure dropped to 3.55, 

suggesting the more mechanistic nature of these firms proposed in the literature review.

• The third highest characteristic was that ‘day-to-day decisions are made by those with the 

best knowledge, not by those in authority’ which averaged 3.77 ‘at start-up’.

• The average mean ratings rose between the ‘start-up’ to ‘now’ stages both for the second and 

third placed characteristic, suggesting a movement towards giving employees greater 

responsibility and authority. Again, there are few differences between the different 

classification of firms. ‘Loyalty to the firm and obedience to superiors is highly important’ 

received the lowest mean rating by all classifications, being approximately 2.32 at both ‘start

up’ and ‘now’.

• There is a gap between ‘fast-growth firms founded by teams’ and ‘all other firms’ with regard 

to the information being given to employees. A similar gap exists between ‘fast-growth firms’ 

and ‘non-fast-growth firms’ accenting the inclusiveness of some organisations though 

communication.

• Pertaining to work being done ‘through specific functions’, a substantial difference exists at 

‘start-up’ with fast-growth firms, fast-growth firms founded by teams, and firms founded by 

teams being much more mechanistic than their counterparts. '

In determining the structure characteristics that differentiate fast-growth firms fi'om non-fast- 

growth firms a number of key highlights arise. The first is that fast-growth firms are more organic 

at the beginning but are similar to non-fast-growth firms ‘now’. Additionally, the characteristics 

on information, advice being communicated throughout the company, and decisions being made 

by those with the best knowledge are more organic for fast-growth firms, while the characteristics
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on functions and responsibilities being kept within the role of the individual are more organic for 
non-fast-growth firms.

Fast-growth firms believe far more strongly in distributing information and having the decisions 

made by those with the best knowledge, whereas non-fast-growth firms are significantly more 

organic regarding employees operating solely \gh in  their functions and responsibilities.

A number of differences arise in establishing the structure characteristics that differentiate firms 

founded by entrepreneurial teams from firms founded by individuals. Firms founded by 

entrepreneurial teams are marginally more organic at ‘start-up’ but are similar to firms founded 

by individuals at the ‘now’ stage. Firms founded by entrepreneurial teams are much more 

predisposed towards the organisation being fluid/team based and job descriptions being 

continually adjusted. Firms founded by individuals are more organic in terms of the work being 

done through functions and an individual’s commitment being to their own position.

Firms founded by entrepreneurial teams are more likely to be fluid and team based, and to 

allow the job descriptions of employees to be continually adjusted, whereas firms founded by 

mdividuals are more likely to have employees performing tasks outside of their functions. 

When examining the results of the American survey regarding the mean ratings for structures, the 

overriding features concern the disclosure of information, the ability of those with greater 

knowledge of an area to make decisions, and the degree of utilising employees outside their areas 

of functional responsibility. Fast-growth firms and firms founded by teams are highly organic 

with regard to communication, day-to-day decision making, and the provision of advice. Non- 

fast-growth firms are more likely to have their employees performing tasks outside of their 

functional responsibility. Firms founded by individuals are more organic in terms of work being 

done functionally and individual being committed solely to the responsibilities of their own 

position. It is also interesting to note that firms founded by individuals and non-fast-growth firms 

are both marginally more organic than their counterparts at the ‘now’ stage. A final point of note 

is that fast-growth firms founded by teams differentiate themselves through the exchange of 

information. Sharing is a key characteristic of fast-growth firms and firms founded by teams, as 

they initially share information and advice, and as the firm matures the employees of these firms 

share tasks to a greater degree than previously suggested. They also become more mechanistic in 

their approach to individuals taking responsibility for their own functions.

183



6.2.4 Strategies (Objectives 2 and 3)

The strategies studied in this section of the chapter are based on the work ofMintzberg (1979), 

using the seven characteristics identified in the literature review and then applied to the 

questioimaire. Again, each firm had a mean rating calculated for it, where 5 was considered 

highly emergent and 1 was highly deliberate. An average score was calculated for each firm 

classification by adding the score for each firm in that classification and then dividing by the 

number of firms. Thus a comparative investigation could be undertaken on each of the strategy 

characteristics for the different firm classifications. Once more, the figures shown in the unshaded 

lines are the mean figures at ‘start-up’, while the figures in theshaded lines are the mean figures 

‘now’. A number of points can be made regarding the characteristics that scored highest and 

lowest in general terms:

• The characteristic which scored the highest average (i.e. most emergent strategy) across all 

classifications was ‘new strategies are continuously emerging’. The average mean rating at 

‘start-up’ was 3.89 but this had moved to 4.26 for ‘now’.

• ‘The process of developing strategies is clearly determined in advance’ scored the second 

highest average mean rating at ‘start-up’ with 3.69, although this dropped to 3.07, a sizeable 

move towards a deliberate strategy.

Table 6.4 • U.S. Survey : Mean Ratings for Strategies

Firm Classification Finn Classification Finn Classification
Fast-Growth 

Firms 
Founded by 

Teams
All Other 

Finns

Firms 
Founded 
by Teams

Firms 
Founded by 
Individuals

Fast-Growth
Firms

Non-Fast-G 
rowth Firms

tvoiution uv er i ime Mean 3.15“ 3.U5 3.13 2.67" 3.07 3.00
Evolution Over Time Mean 2.66 2.53 2.60 2.27 2.55 2.56

of the Strategy Mean 3.83 3.44 3.64 3.27 3.90 3.40
Origin of ttie Strategy Mean 3.45 3.72 3.65 3.55 3.48 3.70

("BtWfenency of the Mean 2.70 3.13 3.03 2.75 2.67 3.18
S*rf*§SVIanency for the Mean 2.89 3.31 3.21 2.91 2.85 3.30

Mean 3.34 3.00 3.03 3.58 3.34 3.02
Mean 2.66 2.55 2.57 2.82 2.66 2.69
Mean 3.97 3.86 3.96 3.67 '  4.07 3.85

Str?)gatftfijity of New Mean 3.93 4.55 4.51 3.82 4.03 4.76
PK85e»6PO»H/elopment Mean 3.93 3.52 3.74 3.50 3.90 3.58

Process of Mean 3.17 3.02 3.14 2.82 3.17 3.09
Mean 2.64 2.11 2.35 2.08 2.57 2.11

CEO Makes Decisions Mean 2.59 2.26 2.43 2.00 2.59 2.20

Average Mean for Mean 3.37 3.16 3.27 3.08 3.37 3.16
Mean 3.05 3.13 3.16 2.88 3.05 3.19

siraiegiss n<w

• The third highest average mean rating across all classifications was that ‘strategies can 

emerge from anywhere in the organisation’ with 3.58 at ‘start-up’ and 3.59 ‘now’. For all
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classifications this characteristic held the second highest average mean rating for the latter 
stage of questioning.

• The results suggest that as the company gets older more strategies are put forward from 

throughout the organisation, but the process is more considered and less ad hoc.

• ‘The CEO makes the strategic decisions’ received the lowest average mean rating in each 

classification although it was somewhat lower among firms founded by individuals, and 

substantially lower in non-fast-growth firms. It should also be observed that the average for 

strategies goes from 3.23 at ‘start-up’ to 3.07 at ‘now’, and these figures are lower than those 

for structures.

• It is important to note that the characteristic ‘strategies become permanent when everyone 

imderstands their role’ was notably lower for fast-growth firms when founded by teams.

• The mean ratings at ‘start-up’ for this characteristic are also recognisably lower for fast- 

growth firms and firms founded by teams than for their counterparts.

• Non-fast-growth firms are the only firm classification where the average mean score actually 

increases over time.

In determining the strategy characteristics that differentiate fast-growth firms from non-fast- 

growth firms a number of key highlights arise. Fast-growth firms are highly emergent regarding 

the process of development. Additionally, fast-growth firms are highly emergent in terms of the 

‘sfrategies can emerge from anywhere in an organisation’ at the ‘start-up’ stage but as time 

progresses they become more deliberate regarding this characteristic, while non-fast-growth firms 

become notably more emergent. Similarly, non-fast-growth firms are conspicuously more 

emergent at the ‘now’ stage concerning the characteristics ‘new strategies are continuously 

emerging’ and ‘new strategies become permanent when everyone understands their role’. Indeed, 

for the continuity of strategy characteristic, non-fast-growth firms at the ‘now’ stage scored the 

highest figure of all firm classifications for any characteristic throughout the survey (4.76). 

Although fast-growth firms are more emergent at ‘start-up’, non-fast-growth firms were more 

emergent ‘now’.

Fast-growth firms are emergent at ‘start-up’ but become more deliberate as the firm gets 

and their strategy can eiiierge from anywhere in the organisation, whereas liori-fast-growth firms 

are more deliberate at ‘s t^ :u p ’ but becorne more emergent as the fim  matures. Effectively the 

two classifications of firms moye in opposite directions as time processes.
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A number of differences arise in establishing the strategy characteristics that differentiate firms 

founded by entrepreneurial teams from firms founded by individuals. The first is that firms 

foimded by teams become ever more emergent than firms founded by individuals over time. 

Secondly, ‘strategies are planned rather than evolve over time’ and ‘strategies are continuously 

emerging’ are significantly more emergent for firms founded by teams than firms founded by 

individuals both at the ‘start-up’ stage and ‘now’. However, the characteristic ‘strategies are 

disseminated through the organisation in a consciously managed process’ is substantially more 

emergent for firms founded by individuals when the opposite might have been anticipated in 

keeping with the second hypothesis.

Firms founded by entrepreneurial teams remain more emergent throughout the period studied^ 

and their strategies are distinctly evolutionary, whereas firms founded by individuals are ̂ m 

deliberate with the exception of the dissemination of the strategy being consciously managed.

From investigating the results of the U.S. survey regarding the mean ratings for strategies, many 

of the expectations built from the literature do not materialise. For example, at the ‘now’ stage, 

fast-growth firms founded by teams are more deliberate than most other classification of firms 

(the exception being ‘firms founded by individuals’). The origin, permanency, and dissemination 

of strategy are also more mechanistic for ‘fast-growth firms founded by teams’ at the ‘now’ stage 

than will be seen for ‘all other firms’. Other unexpected results on strategy include the finding 

that ‘strategies can emerge from anywhere in the organisation’ scores highly emergent for non- 

fast-growth firms at the ‘now’ stage, as does the characteristic that ‘strategies are continuously 

emerging’. Another result that might not have been anticipated from the review of the literature 

was that ‘the dissemination of strategies throughout an organisation’ scored more emergent for 

firms founded by individuals than for firms founded by teams. Overall, fast-growth firms founded 

by teams and fast-growth firms scored highly emergent at ‘start-up’ but scored lower than most 

other firm classifications at the ‘now’ stage, which contradicted the expectations of the literature. 

As previously proposed, this is possibly the result of the need for fast-growth firms who are 

targeting the IPO markets to inform potential stakeholders of their intentions. In the exploratory 

stage of the research, an interview with the CEO of Company D (a fast-growth public firm) 

highlighted that the Wall Street market, financial analysts, financial press, potential investors, and 

stakeholders in the company required three-year plans, necessitating a deliberate strategy. The 

movement of non-fast-growth firms towards emergent strategies could reflect either openness to 

new opportunities and an ability to remain flexible or a lack of planning and vision.
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6.2.5 Growth Strategies (Objective 4)

The growth strategies identified in this section were the strategies most frequently utilised by fast- 

growth firms, as identified by the empirical research findings discussed in Chapter 3. These 

options formed Section C of the questionnaire, and relate to Objective 4 of the research 

methodology. The scoring for this table was different to the previous tables as 1 represents 

‘always’ and 5 represents ‘never’. Therefore, the closer a mean was to 1, the more likely that 

strategy would be employed. As mentioned previously, the shaded lines represent the ‘now’ 

stage. An examination of Table 6.5 reveals a number of interesting outcomes:

• The first is that a two tiered system immediately becomes visible. ‘Growing market 

segments’, ‘attention to customer needs’, ‘differentiation of product or service’, and 

‘competing on quality’ are the same four growth strategies that are on the top half of the order 

for each firm classification.

• ‘Wide product range’ is last on every occasion, scoring over 3 in all but one instance at ‘start

up’.

• ‘Growth through retained profits’ was always second last, with ‘constant iimovation’ and 

‘focusing on particular customers’ sharing fifth and sixth positions.

• While many growth strategies are available to a firm, ‘growing market segments, attention to 

customer needs, differentiation of product or service, and competing on quality’ are what one 

might consider the ‘evoked set’.

Table 6.5 • U.S. Survey : Mean Ratings for Growth Strategies

Finn Classification Firm Classification Firm Classification
Fast-Growth 

Fimns 
Founded by 

Teams
All Other 

Firms

Finns 
Founded 
by Teams

Firnis 
Founded by 
individuals

Fast-Growrth
Firms

Non-Fast-G 
rowtti Firms

lirowing MarKei 
Segments

Mean 1.77 1.82 1.79 2.08 1.73 1,85

Growing Marlcet Mean 1.40 1,65 1.59 1.55 1.40 1.69

iVlean 1.77 1.70 1.62 2.25 1.77 1,63

N e^ ^ n tio n  to Mean 1.53 1.47 1.45 1.55 it .57 1,40

Mean 2.93 3.12 3.01 3.09 3.00 3,05

Wider Product Range Mean 2.53 2.67 2.59 2.82 2.60 2.62

felSW^ant innovation Mean 1.97 2.09 2.03 2.09 1.93 2.09

Constant innovation Mean 1.83 1.85 1.83 1.70 1.83 1.74

CSWWtentiatlon of Mean 1.93 1.71 1.82 1.67 1.90 1.65

of Mean 1.63 1.42 1.49 1.36 1.60 1.38

Mean 1.83 1.71 1.72 1.75 1,77 1.65

Competes on Quality Mean 1.47 1.49 1.46 1.36 1.43 1.40

(9ftW)ttiTlirough Mean 2.90 2.59 2.70 2.73 2.90 2.52

RefeiWrtlfWfHRigh Mean 2.33 2.34 2.36 2,40 2.33 2.30

Mean 2.40 2.30 2.21 2.91 2.47 2.18

Cu?<eei!»’&n Particular Mean 1.90 2.09 1.99 2,00 1.90 2.05

Lustomsrs inowr
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There are a number of differences between fast-growth firms and non-fast-growth firms. Fast- 

growth firms perpetually have ‘growing market segments’ as their number one strategy. Indeed 

the order o f their top four strategies remains constant. Non-fast-growth firms have ‘growing 

market segments’ as number four in their order, with ‘attention to customer needs’ at ‘start-up’ as 

their number one choice o f strategy before moving to ‘differentiation’ as the firm gets older. As 

discussed in the previous section, fast-growth firms move fi’om emergent towards deliberate 

strategic planning, and here there is constancy in their choice of growth strategy. Meanwhile, 

non-fast-growth firms become more emergent as time progresses, and their selection of growth 

strategies alters.

^Fast-growth firms target growing markets consistently as their principal growth strategy, 

whereas non-fast-growth firms target attention to customer needs at ‘start-up’ and alter to 

differentiation as time progresses. '

Firms founded by teams have ‘attention to customer needs’ as their number one selection 

throuighout the period studied. Firms founded by an individual placed ‘differentiation’ as first 

choice and ‘constant innovation’ as a number four choice. This was the only occasion that 

‘constant innovation’ was within the top four choices, either at ‘start-up’ or ‘now’. At the ‘now’ 

stage the selections for firms founded by an individual altered somewhat with ‘differentiation’ 

and ‘competing on quality’ joint first choice, and ‘growing markets’ and ‘attention to customer 

needs’ joint third choice. It was noticeable that firms founded by teams remain constant while 

firms founded by individuals were more likely to vary their selection o f growth strategy. 

‘Competing on quality’ is a consistent number two choice for both firm classifications.

Firms founded by entrepreneurial teams have attention to customer needs as their principal 

growth strategy throughout, whereas firms founded by individuals begin with differentiation ahd 

move to a combination of differentiation and competing on quality.; " V ,  r  ;  *

In more general terms, fast-growth firms founded by teams utilise ‘growing market segments’ as 

the principal choice of strategy. ‘Growing market segments’ is also the principal choice for fast- 

growth firms but it is third (fourth at the ‘now’ stage) for firms founded by teams. Another 

interesting point on growth strategies is that fast-growth firms have average scores (i.e. total the 

mean scores for each growth strategy and divide by eight) that are higher than each of the other 

classifications of firms. Since being closer to 1 represents ‘always’ employing the growth
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strategy, one would have suspected that the opposite would occur and that fast-growth firms 

would have the lowest average score, particularly given their constancy in their choice of growth 
strategies.

6.2.6 Firm Characteristics (Objective 5)

An examination of the characteristics of the firms according to their disparate classifications 

introduces a number of new elements to the analysis of the American survey. Firms were asked to 

state the year the company started selling products or services, what percentage of their sales was 

from exports, whether the company focus was product, service or both, and whether the mix of 

product was packaged, custom or both. The results according to firm classifications are given in 

Table 6.6, and this offers a number of interesting findings:

• The number of firms founded between 1991 and 1993 holds the highest percentage amongst 

the survey population. This would correlate with the industry statistics, although the numbers 

are marginally higher for the survey firms.

• There are a significantly lower number of fast-growth firms for the period 1988-1990. This 

could be explained by the argument that better performing firms that were started during that 

period are now potentially public companies and these have been excluded from the survey.

• The number of fast-growth firms and non-fast-growth firms generally match each other for all 

three periods.

• When the percentages of sales exported are considered, then the outstanding features are that 

firms founded by teams have higher export levels, and that fast-growth firms export higher 

percentages of its sales relative to the other firm classifications. In contrast, 100% of firms 

founded by an individual have sales through export of less than 10%, while 79% of non-fast- 

growth firms export less than 10%, although it is difficult to speculate whether it is the lack of 

desire or resources that engenders this position. Similarly, one could not say with certainty 

that exporting is the reason for fast-growth, particularly when on considers the size of the 

U.S. market.

When ‘company focus’ and ‘product mix’ are considered together then another insight emerges. 

Non-fast-growth firms were significantly more likely to offer ‘both’ product and service, and 

‘both’ packaged and customised products. Fast-growth firms displayed a higher percentage on 

singular offerings, with ‘product’ being the principal company focus and ‘package’ being the 

prevalent product mix, although the responses from firms to growth strategies in Section 6.2.4 

suggested that customer or product focus was relatively unimportant. However, this finding

189



would assimilate with the arguments found in the literature review that postulated that fast-growth 

firms identified growth market segments and had a narrow focus regarding their offerings.

Table 6.6 - U.S. Survey : Year Started, % of Sales Exported, Company Focus, Product Mix

Firm Classification Firm Classification Firm Classification
Fast-Grow 

th Firms 
Founded 

by Teams
All Other 

Finns

Firms 
Founded 

by Teams

Firms
Founded

by
Individuals

Fast-Grow 
th Firms

Non-Fast-
Growth
Firms

Year 1908-1 aau sam ple 9 ■ i!0 ■ 24 ■ 5 10 15
Started Col % 31% 38% 34% 42% 34% 35%

1991-1993 Sample 13 21 30 4 12 19
Col % 45% 40% 43% 33% 41% 41%

1994-1996 Sample 7 12 16 3 7 11
Col % 24% 23% 23% 25% 24% 24%

% of Sales 0%-10% Sample 19 34 42 11 19 34
Exported Col % 68% 76% 70% 100% 68% 79%

11%-50% Sample 7 9 14 0 7 7
Col % 25% 20% 23% 0% 25% 16%

51%-100% Sample 2 2 4 0 2 2
Col % 7% 4% 7% 0% 7% 5%

Company product Sample 8 12 19 1 8 11
Focus Col % 28% 24% 28% 9% 28% 25%

service Sample 8 9 13 4 7 9
Col % 28% 18% 19% 36% 24% 20%

both Sample 13 30 37 6 14 24
Col % 45% 59% 54% 55% 48% 55%

Product Mix packaged Sample 8 6 13 1 8 6
Col % 28% 12% 19% 9% 28% 13%

custom Sample 6 17 18 5 6 13
Col % 21% 33% 26% 45% 21% 29%

both Sample 15 29 39 5 15 26
Col % 52% 56% 56% 45% 52% 58%

A final analysis of the American survey investigated the answers provided by respondent firms to 

the questions concerning which functions (i.e. Marketing, Finance, etc.) have a particular person 

assigned to that role. Firms founded by teams had a person assigned to a specific organisation 

position in all but one function (the exception being Personnel). Thereafter, the findings are more 

difficult to interpret, particularly as fast-growth firms possessed lower percentages of persons 

assigned to each function at the start-up stage. The highest percentage for any category was 

Engineering. The only surprise is that the figure was generally in the sixties, rather than in the 

high nineties, as one would have anticipated for a software company. However, as firms mature 

the position changes notably, with fast-growth firms having the highest percentage of all firm 

classifications with an assigned person for each function, except for Engineering, which remained 

constant. The figure in each case for fast-growth firms exceeds 80% with the exception of 

Personnel. The highest percentage at the latter stage is Sales with 93%, while Finance, from a
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lowly 25%, moved to 86% of firms having an assigned person for that function. Fast-growth 

firms founded by teams follow identical patterns to fast-growth firms having percentages for 

assigned persons lower than all other firms at start-up but rising dramatically over time. Again the 

noteworthy features are Sales showing 93%, and Finance rising from 29% to 90%. Generally, the 

findings would indicate that as fast-growth firms age, they concentrate on bringing to the 

organisation a strong presence in Sales and in Finance. Variations between firms founded by 

teams, or even fast-growth firms founded by teams, demonstrated little else of distinction.

On examination of the characteristics of the firms, fast-growth firms export a higher percentage of 

their sales than non-fast-growth firms. While this finding might be expected from the review of 

the industry, the difference is relatively small and this could be due to the size of the American 

market. Non-fast-growth firms have a higher percentage of their company focus as ‘both’ product 

and service while fast-growth firms are broad but skewed somewhat towards ‘product’. Similarly, 

for the product mix, non-fast-growth firms have a higher percentage of ‘both’ packaged and 

customised products and fast-growth firms have a higher percentage of ‘packaged’ products. Fast- 

growth firms have generally low percentages of people assigned to functions at ‘start-up’ but this 

changes dramatically at the ‘now’ stage where they have the highest percentage of people 

assigned to all functions except engineering. This finding would suggest that bringing expertise 

into the organisation is an essential ingredient to the continued growth of the organisation.

bring in a wide array of expertise to build the team. Non-fast-growth firms have a wide range of 

activity regarding company focus and product mix, and lower export sales.

Firms founded by teams have a higher level of export activity than firms founded by individuals. 

Firms founded by an individual and firms founded by teams have a similarly high percentage for 

‘both’ as the company focus. For the product mix, firms founded by individuals have an equally 

high percentage of ‘both’ and ‘customised’ and firms founded by teams again have a high 

percentage of ‘both’. These findings reflect somewhat from the earlier analysis of fast-growth and 

non-fast-growth firms in terms of their broad array of activities. The one difference that exists is 

with reference to the persons assigned to functions. Firms founded by teams have the higher 

percentage of persons assigned in all but one function (Personnel) at the ‘start-up’ stage. Because 

of the greater number of people involved in establishing the firm, this finding was anticipated.
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Firms founded by entrepreneurial teams have strong export activity, broad offering regarding

company focus and product mix, and have a higher number of persons covering most functions at 
•' , , , , . , ..

start-up. Fi by individuals have lower export sales and a wide range of activity
regarding company focus and product mix.

   ■ ■   ̂ ■

In general, the findings fi-om this section are what one would have anticipated fi-om the literature 

review. Fast-growth firms export more than non-fast-growth firms although the overall level of 

export is relatively low. As previously stated, this is probably due to the large size of the 

American market. Fast-growth firms have a broad range of activities although non-fast-growth 

firms undertake a wider range of actions. Fast-growth firms were less well represented in the 

survey from the 1988-1990 period, although this is possibly the result of fast-growl:h firms from 

that period going public and therefore being outside the scope of this study. Firms that were 

founded by teams had more people assigned to functions at the start-up stage but this would be a 

direct result of the greater number of founding members. Overall, the analysis highlighted firms 

as one might have anticipated from the literature review.

6.2.7 Summary

In summarising the findings of the American survey, the first point to note is that both hypotheses 

tested positive. However, fast-growth firms founded by entrepreneurial teams did not display a 

unique combination of organic structure and emergent strategy, although they were more organic 

and emergent than the other firm classifications. The reason that all firms began with an 

organic/emergent coupling is possibly due to the industry within which these firms participate. 

The swift growth of the software industry demands an ability from competing enterprises to 

reshape their structural and strategic positions at short notice. As one CEO noted during the 

exploratory research, within six months, a firm’s products, people, and markets will have altered. 

This creates a certain homogeneity in the behaviour of firms within the industry. However, 

differences do exist between firms on how they respond to critical management issues. The small 

cell size for fast-growth firms founded by individuals (two respondents) restricted the opportunity 

to undertake comparative analysis of the four classifications separately. Instead, the research 

analysis compared fast-growth firms versus non-fast-growth firms, and firms founded by teams 

versus firms founded by an individual. The results for fast-growth firms founded by 

entrepreneurial teams versus all other firms were also given, but these were utilised in a more
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modest role than originally envisaged. The analysis of the data did enable a detailed profile of the 
four main classifications to be developed:

Fast-growth firms are organic and emergent at start-up, and then move towards a more deliberate 

strategy. These firms are committed to a greater sense of inclusiveness through communication 

than is demonstrated by other firm classifications. They share information, target growth markets, 

have a strong sense of focus, and are more willing to export. Their strategies can come from 

C anywhere in the organisation (although this alters as the firm matures), the leader of a project is 

the person with the most knowledge of that area (not the most senior person), and they bring 

expertise to all areas of the business. The profile for firms founded by teams differ only in that the 

chosen growth strategy for teams is ‘attention to customer needs’, and that they have a slightly 

broader range of activity. This similarity of profiles between fast-growth firms and firms founded 

by teams could be offered as evidence as to why firms founded by teams are more likely to 

achieve fast-growth than firms that are founded by individuals. But the closeness of the profiling 

could also have occurred because of the far greater number of firms founded by teams that 

responded to the survey. What has greater clarity is the difference between fast-growth firms and

Fast-Growth Firms

More organic at ‘start-up’, less 'now’ 

Distribute information widely,

Begin at emergent and move towards deliberate, 

Strategy comes from anywhere at ‘start-up ’, 

Target growth markets.

Higher export activity,

Broad activity

Highest percentages o f assigned persons.

Non-Fast-Growth Firms

Become mechanistic slowly.

Employees work organic within functions. 

Move strongly towards emergent.

Strategy continually emerge from anywhere. 

Attention to customer needs is priority.

Very low export activity.

Wide range o f activities.

Smaller team.

Firms Founded by Teams

Become mechanistic.

Job description continually adjusted. 

More emergent throughout.

Strategy evolves continuously. 

Attention to customer needs is priority. 

Higher export activity,

Broad activity.

High percentages o f assigned persons.

Firms Founded by Individuals

Become mechanistic.

Employees work organic within functions. 

Move towards deliberate.

Strategy is a managed process. 

Differentiation is key strategy.

Very low export activity.

Wide range o f activities.

Smaller team.
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non-fast-growth firms, and between fast-growth firms and firms founded by an individual. Non- 

fast-growth firms and firms founded by an individual have lower export activity, a wider range of 

activities, and smaller teams. Their employees have greater freedom regarding work functions 

and responsibilities, and the principal growth strategies differ to that of fast-growth firms. Non- 

fast-growth firms and firms founded by an individual are more organic/emergent regarding 

strategic direction, focus, or task accountability. But they do not share information or decision 

making in the same way as fast-growth firms. In short, the mindset of the drivers of fast-growth 

firms differs to that of other firm classifications.

6.3 ANALYSIS OF THE IRISH SURVEY

The software industry in Ireland has increased dramatically over the past decade in terms of 

employment, revenue, and firms established, as highlighted in Chapter 5. Akin to the study in 

America, it was against a setting of expansion that the survey in Ireland was undertaken. Similar 

in composition to the previous section, this part of the chapter is an investigation of the data firom 

the Irish survey that begins with a profile of the respondents in order to serve as a context to the 

analysis. Then, the section examines the hypotheses (objective 1), followed by objectives 2 and 3, 

next objective 4, and finally objective 5. As with the analysis of the American survey, objective 6 

is dealt with in a dedicated section later in the chapter. Again, for purposes of clarity in presenting 

data from the results of the survey, objectives 2 and 3 have been combined, although structure 

and strategy are analysed independently of each other.

6.3.1 Profile of the Respondents

The profile of the respondents presents a sketch of those firms that responded to the survey in 

Ireland. This profiling offers little by way of deep insights into the organisations, but is useful in 

providing background and context to the respondents, enabling a better understanding of the 

analysis for the remainder of the section. The profiling does not classify firms in accordance with 

the objectives of the research since the purpose of this sub-section is to offer an overview, 

although the firm classifications will be given close scrutiny throughout the remainder of the 

section. The assessment of the survey respondents began with an exploration of the product and 

sales activities. With regard to ‘company focus’, 45 of the 68 firms (66%) used ‘both’ product 

and service, while 32 of the 67 firms (48%) had ‘both’ packaged and custom products for 

‘product mix’.
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Table 6.7 • Irish Survey Companies Profiles : % of Sales Exported, 
Company Focus, Product Mix

% of Sales Exported
0%-10% 11%-50% 51%-100%

company proauct bample 1 \ S
Focus 10% 10% 80%

service Sample 9 2 2
Row % 69% 15% 15%

both Sample 15 16 14
Row% 33% 36% 31%

Total Sample 25 19 24
Row % 37% 28% 35%

Product packaged Sample 8 4 8
Mix 0/, 40% 20% 40%

custom Sample 7 4 4
Row % 47% 27% 27%

both Sample 8 11 13
Row % 25% 34% 41%

Total Sample 23 19 25
Row % 34% 28% 37%

The most striking feature that immediately became noticeable when reading Table 6.7, was the 

high level of exports in comparison to the American survey. For enterprises whose focus was 

‘product’, 80% of these firms exported more than 50% of their sales. Companies whose focus was 

‘both’ product and service also had significant export activity with 67% of firms exporting more 

than 10% of their sales. It is also interesting to note that 69% of enterprises whose company focus 

was ‘service’ exported less than 10%. Similarly, companies whose product mix was ‘packaged’ 

had high levels of export sales (40% of firms exported more than 50% of their sales), while 75% 

of firms whose product mix was ‘both’ packaged and custom exported more than 10% of their 

sales. For firms whose product mix was ‘custom’, 47% exported less than 10%.

able 6.8 • Irish Survey Companies Profiles : Number of Founders. Previously Worked Together, Previously Worked In This Industry, Prior
Start-Up Experience

Number Of Founders
One Two Three Four Five Six Seven+

nil i-ifms All sample 13 27 21 3 5 &
Row% 17% 36% 28% 4% 7% 1% 7%

Previously no founders previously Sample 2 3 1 1 0 0 2
Worked worked together Row% 22% 33% 11% 11% *0% 0% 22%
Together founders previously Sample 11 24 20 2 5 3

worked together Row% 17% 36% 30% 3% 8% 2% 5%

Previously no founders previously Sample 1 2 1 0 0 0 2
Worked In worked Row% 17% 33% 17% 0% 0% 0% 33%
This Industry founders previously Sample 12 25 20 3 5 1 3

worked Row% 17% 36% 29% 4% 7% 1% 4%

Prior Start-Up no founders with Sample 3 14 13 1 2 1 4
Experience experience Row% 8% 37% 34% 3% 5% 3% 11%

founders with Sample 10 13 8 2 3 0 1
experience Row % 27% 35% 22% 5% 8% 0% 3%
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Table 6.8 offers a profile of the founders of the respondent firms. From reviewing this table it is 

striking that as the number of founders of a firm increases, the more likely that firm will possess 

at least one founder who had previous experience of the industry, and at least one founder with 

previous start-up experience. However, in contrast to this trend, only 60% of the firms with seven 

or more founders stated that any of their founders had previously worked together. Additionally, 

only 60% of these firms with seven or more founders had any founder with previous industry 

experience, and just 20% of them had any founding member with prior start-up experience. While 

the number of firms with founders having prior start-up experience was generally low, the highest 

figure was at 77% which was for firms founded by an individual.

The general profile of the respondents to the Irish survey is that two-thirds of the respondent 

firms used a combination of product and service, and of these firms 65% exported more than 10% 

of their sales. Those firms who focus on products have a high level of exports, while firms who 

focus on service have a low level of exports. Approximately half of the respondent firms had a 

combination of packaged and custom product mix, with 75% of these firms exporting more than 

10% of their sales. Finally, the more founders a firm had, the more likely that firm would have at 

least one person with prior start-up experience, and at least one person with industry experience. 

The exception to this trend was firms that had seven or more founders. However, the general level 

of prior start-up experience is relatively low, although this may be explained by the general lack 

of entrepreneurial activity in Ireland until recent years (as discussed in Chapter 5).

6.3.2 Testing the Hypothesis (Objective 1)

To test the hypotheses, each firm was scored on an organic-mechanistic axis and on an emergent- 

deliberate axis. They were scored at the beginning of the firm and again at the time of the survey. 

The principal purpose of this research was to investigate fast-growth firms founded by 

entrepreneurial teams in terms of their structure and strategy, and thereafter to compare this 

classification of firm against the other three classifications identified. Each classification was 

plotted on a 2x2 matrix with the expectation of the hypotheses being that fast-growth firms 

founded by entrepreneurial teams would display a imique coupling of organic structure and 

emergent strategy. The firms were classified using employment figures in accordance with the 

criteria set down in Chapter 4. There were 15 firms founded by one person and of these, three 

respondents did not complete the section on employment and were therefore not considered. 

There were 62 firms founded by two or more people and of these, seven respondents did not
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complete the section on employment and were therefore not considered. As with the American 

survey, there were substantially more respondent firms founded by teams as opposed to firms 

founded by an individual. The breakdown for each classification was as follows:

(1) FGF/I -  Fast-Growth Firms Founded by Individuals (3 cases),

(2) FGF/T -  Fast-Growth Firms Founded by Teams (22 cases),

(3) NFGF/I — Non-Fast-Growth Firms Founded by Individuals (9 cases),

(4) NFGFAT -  Non-Fast-Growth Firms Founded by Teams (33 cases).

Again, similar to the American survey, firms are identified according to the number given in the 

classification above. The number alone (e.g. 3) represents their starting position while the number 

plus ‘a’ represents their position ‘now’ (e.g. 3a).

In Figure 6.3, only firms founded by teams began with a combination o f organic structure and 

emergent strategy. These firms then moved towards a mechanistic/deliberate combination (2-2a; 

4-4a). Fast-growth firms founded by teams move the furthest over time, although fast-growth 

firms founded by an individual closely match this. Firms founded by individuals begin with an 

organic/deliberate coupling. Those non-fast-growth firms founded by individuals remain with this 

combination although they move towards being more mechanistic and deliberate (3-3 a), while 

fast-growth firms founded by individuals just move into the mechanistic/deliberate quadrant (1- 

la). The mean for all participating firms moves from the organic/emergent quadrant to the 

mechanistic/deliberate quadrant. It is interesting to note that the movements o f all firms run 

approximately parallel over time. Another point of note is that firms founded by an individual 

display themselves as being more organic and deliberate than firms founded by teams, which 

would be contrary to expectations based on literature. When viewing the results using the 

diagrammatic alternative in Figure 6.4, then it is observable that fast-growth firms founded by 

entrepreneurial teams begin with a combination of structure and strategy that is more organic and 

emergent than the other firm classifications. The firms are tightly bunched at ‘start-up’ (Figure 

6.4a), and again at the ‘now’ stage. However, at the first stage the firms,are in the top half of the 

vector while at the latter stage the firms have shifted en bloc to the bottom half of the vector. 

Although this mirrors the movement of firms in the American survey, the change is very different 

in the manner of its progress. In contrast to the American survey, the four classifications are more 

tightly grouped, reflecting proximity in uniformity to their structure/strategy relationships. The 

Irish firms also move further down the vector than is detected with American firms. The 

similarities are that firms founded by teams are highest on the vector at ‘start-up’ but non-fast- 

growth firms founded by teams (4a), are highest at the ‘now’ stage.
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Another similarity is that non-fast-growth firms are the only firms to be on the left-hand side of 

the vector, although for Irish firms it was at ‘start-up’ while for American firms it was ‘now’. 

Interestingly, fast-growth firms founded by an individual (la) is lowest at the ‘now’ stage for both 

surveys. Figures 6.4(a) and (b) highlight that fast-growth firms founded by entrepreneurial teams 

are more organic and emergent at start-up but move towards a structuring of their activities.

The basic hypotheses that ‘fast-growth small firms founded by entrepreneurial teams in a growing 

industrial sector use an organic structure’, and that ‘fast-growth small firms founded by 

entrepreneurial teams in a growing industrial sector use an emergent strategy’ are positive for the 

Irish survey. However, fast-growth firms founded by entrepreneurial teams did not display a 

unique coupling of organic structure and emergent strategy. Firms founded by teams began with 

a combination of organic structures and emergent strategies, whereas firms founded by 

individuals began with a combination of organic structure and deliberate strategy. All firm 

classifications move towards a deliberate/mechanistic combination. An interesting aspect about 

the movement of the firms over time is the manner in which each firm classification proceeds 

almost parallel to each other, becoming more hierarchical and planned as they age. This would 

suggest that as enterprises in Ireland grow older there is a strong desire to get organised and that 

may be contradictory to the needs of the environment, particularly in the rapidly shifting markets 

of the software industry. These findings are discussed further in the remaining sections to this 

chapter.

6.3.3 Structures (Objeetives 2 and 3)

As explained previously, the twelve characteristics of structure as defined by Bums and Stalker 

(1961) were adopted in the questionnaire, both at ‘start-up’ and ‘now’. An average score was 

calculated for each firm classification by adding the score for each firm in that classification and 

then dividing by the number of firms. Thus a comparative investigation could be undertaken on 

each of the structure characteristics for the different firm classifications. The number of valid 

responses for each classification were; Fast-growth firms founded by teams (22), All other firms 

(45), Firms founded by teams (55), Firms founded by individuals (12), Fast-growth firms (25), 

and Non-fast-growth firms (42). As before, the figures shown in the unshaded lines are the mean 

figures at ‘start-up’, while the figures in the shaded lines are the mean figures ‘now’. A number of 

points can be made regarding the characteristics that scored highest and lowest in general terms:
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Table 6.9 - Irish Survey : Mean Ratings for Structures

Firm Classification Firm Classification Firm Classification
Fast-Grow 

th Firms 
Founded 

by Teams
All o ther 

Firms

Firms 
Founded 

by Teams

Firms
Founded

by
Individuals

Fast-Grow 
th Firms

Non-Fast-
Growth
Firms

worK IS u one  i nrougn i-unciions Mean 2.55 3.08 2.84 3 .08 2.68 3.00
Work Is Done Through Functions Mean 2 .52 2.46 2 .53 2 .42 2.50 2.51

(flfSf^ation on the Company Mean 3.20 2.94 2.96 3.00 3 .27 2 .80
Information on the Company (now) Mean 3.27 2.98 3.07 2 .92 3 .28 2.90

Area of Responsibility Mean 3.95 4.02 3.98 4 .00 3 .88 4 .05
A rea of Responsibility (now) Mean 3.48 3,64 3 .50 3 .75 3 .46 3 .60

Day-to-Day Decisions Mean 3.91 3.70 3 .82 3 .67 4 .00 3 .67
Day-to-Day Decisions (now) Mean 3.91 3.87 3.91 3 .92 4 .00 3 .86

Delegation of Decision Results Mean 2.48 2.27 2.29 2 .50 2 .38 2.30
Delegation of Decision Results (now) Mean 2.23 2.12 2.08 2 .25 2.16 2.08

M anagem ent is About information and Mean 3.43 3.28 3.26 3 .58 3.50 3.21
Ad'Noshagement Is About Information and Mean 3.77 3.68 3 .69 3 .83 3.80 3.67
figJiffiHdnWholes Mean 3.00 3.30 3 .24 3 .25 2 .84 3.48

Definition of Roles (now) Mean 1.96 2.45 2 .32 2 .33 1.88 2.60
Commitment of the Individual Mean 2.55 2.61 2.51 2.91 2 .50 2.63

Commitment of the Individual (now) Mean 2.13 2.39 2.30 2 .64 2 .12 2 .50
Fluidity of the Organisation Mean 4.27 3.83 3.91 3 .83 4 .32 3.64

Fluidity of the Organisation (now) Mean 4.17 4.26 4 .18 4 .42 4 .23 4.21
Job Descriptions Mean 3.50 3.00 3.21 3 .17 3 .52 3.00

Job Descriptions (now) Mean 3.74  ' 3 .36 3.50 3 .42 3 .77 3.30
Loyalty to the Firm Mean 2 .14 2.00 1.98 2 .25 2 .13 1.98

Loyalty to the Firm (now) Mean 2.00 1.85 1.83 2 .17 1.96 1.85
Value Placed on Knowledge and Mean 2 .77 2.96 2 .94 2 .83 2 .72 3 .05
ExRKi§§q8|aced on Knowledge and Mean 2 .57 2.65 2 .58 2 .83 2.58 2.66

Structures a t Start-Up Mean 3 .152 3.093 3.088 3 .1 7 8 3.153 3.075
Average Mean for Structures Now Mean 2 .980 2.990 2.970 3 .0 7 6 2 .982 2 .992

• ‘The organisation is fluid and team based as opposed to functional and hierarchical’ received 

the highest ratings by fast-growth firms, and fast-growth firms fovmded by teams.

• Non-fast-growth firms, and firms founded by individuals scored ‘employees may be asked to 

perform tasks outside their area of responsibility’ as their most organic characteristic. This 

characteristic moved to being the fourth most organic characteristic for all classifications as 

the firm aged, proffering the notion that as these firm classifications matured employees were 

more likely to be given direct areas of responsibility.

• The third most organic characteristic generally at ‘start-up’ was that ‘day-to-day decisions are
t

made by those with the best knowledge, not by those in authority’.

• Fast-growth firms founded by teams, firms founded by teams, and fast-growth firms each 

score lower (more mechanistic) than their counterparts on average at the ‘now’ stage.

• The characteristic ‘the organisation is fluid and team based’ becomes more organic at the 

‘now’ stage with an average rating of 4.25.

• Day-to-day decisions being made by those with the best knowledge also becomes more 

organic as it moves to being the second most organic characteristic.
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• The characteristic that ‘management consists of information and advice rather than 

instructions and decisions’ scores the third highest rating at the ‘now’ stage, moving the 

characteristic of ‘employees working outside of their areas of responsibility’ to fourth choice.

• The lowest scores for each classification at ‘start-up’ is that ‘loyalty to the firm and obedience 

to supervisors is highly important’. The same characteristic generally achieves the lowest 

score for the ‘now’ stage, but this differs for fast-growth firms and fast-growth firms founded 

by teams who score ‘each functional role has precise definitions of its obligations and 

technical methods’ as the lowest. This is the same finding as for non-fast-growth firms, 

whereby as firms matured employees were more likely to be given direct areas of 
responsibility.

In determining the structure characteristics that differentiate fast-growth firms from non-fast- 

growth firms a number of key highlights arise. While there are few differences in the order of 

preferences between the classification of firms, it is critical to notice the importance of fluidity to 

fast-growth firms and how non-fast growth firms become as concerned about this trait as the 

company develops. Both fast-growth and non-fast growth firms move fi-om asking ‘employees to 

perform outside their area of responsibility’ towards a more mechanistic form of what the 

employees should be doing. Fast-growth firms scored more organic regarding ‘information on the 

company being given on a need-to-know basis’, and to ‘management consisting of information 

and advice’. But fast-growth firms became more mechanistic and closer to the position of non- 

fast-growth firms as the firms matured. The non-fast-growth firms scored more mechanistic 

regarding ‘the results of decisions are delegated downwards by superiors’. However, ‘work is 

done through specific functions rather than cross-functional teams’ and ‘employees being asked 

to perform outside their area of responsibility’ both rated more organic for non-fast-growth firms 

than for fast-growth firms.

Fast-grov^h firms are more organic at ‘start-up’ but marginally more mechanistic ‘now’, and are
■ ■ - ’ - ' " I  ,  ^

moire fluid, team based, and prepared to sharemformation. Non-fast-growth firms are more
r,mech^istic at ‘start-up’ but become more fluid and team based, and are more likely to allow their 

employees some functional fi'eedom in their jobs. . ,  ̂ . '

Firms founded by individuals are more mechanistic at both ‘start-up’ and ‘now’. While both 

classifications of firms strongly believe that ‘employees may be asked to perform tasks outside 

their area of responsibility’, a number of differences do arise in establishing the structure
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characteristics that differentiate firms founded by entrepreneurial teams from firms founded by 

individuals. Firms founded by teams had a high organic score regarding the characteristic ‘the 

organisation is fluid and team based rather than hierarchical and functional’, but it is higher for 

firms founded by individuals ‘now’. ‘Day-to-day decisions being made by those with the best 

knowledge’ and ‘job descriptions being continually adjusted’ also scored higher for firms 

founded by teams at the beginning, but these characteristics became as mechanistic as for firms 

founded by individuals at the ‘now’ stage. ‘An individual’s commitment is to the responsibilities 

of their own position’ scored more organic for firms founded by individuals at the ‘now’ stage, as 

did ‘each functional role has precise definition’ scored highly organic at ‘start-up’. Differentiating 

between these two classifications of firms is more difficult since the overall contrast is limited.

by entrepreneurial are more mechanistic throughout and highly fluid, 

whereas firms founded by individuals are more organic and offer greater freedom regarding areas 

of responsibilities for their employees.

The results of the Irish survey regarding the mean ratings for structures highlights that the 

principal feature for all firm classifications was that the organisation was fluid and team based (as 

described in Chapter 2). Decision-making was increasingly given to those with the best 

knowledge rather than to those in authority. All firm classifications were also highly organic in 

asking employees to undertake tasks outside their area o f responsibility. For fast-growth firms 

there was a greater focus on engendering an individual’s potential through empowerment by 

providing information and advice. The results also highlighted that loyalty to the firm and 

obedience to superiors scored lowly with all firms.

6.3.4 Strategies (Objectives 2 and 3)

As previously explained, the strategies studied in this section of the chapter are based on the work 

of Mintzberg (1979), using the seven characteristics identified in the literature review and then 

applied to the questionnaire. Again, each firm had a mean rating calculated for it, where 5 was 

considered highly emergent and 1 was highly deliberate. An average score was calculated for 

each firm classification by adding the score for each firm in that classification and then dividing 

by the number of firms. Thus a comparative investigation could be undertaken on each of the 

sfrategy characteristics for the different firm classifications. Once more, the figures shown in the 

unshaded lines are the mean figures at ‘start-up’, while the figures in the shaded lines are the
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mean figures ‘now’. A number of points can be made regarding the characteristics that scored 

highest and lowest in general terms:

Table 8.10 • Irish S u rv ey : Mean Ratings for Strategies

FImi Classification Firm Classification Firm Classification

Fast-Gro 
wth Firms 
Founded 

by Teams
All a h e r  

Firms

Firms 
Founded 
by Teams

Firms
Founded

by
Individuals

Fast-Grow 
th Firms

Non-Fast-
Growth
Finns

cvoiuuon uver i jme Mean ■ 2.74 '2 .83 2.95 2.33 2.65 2.95
Evolution Over Time (now) Mean 2.00 2.23 2.23 1.83 1.96 2.29

Origin of the Strategy Mean 3,57 3.13 3.36 3.08 3.58 3,14
Origin of the Strategy (now) Mean 3.75 3.38 3.54 3.25 3.70 3.36

Permanency of the Strategy Mean 3.36 3.25 3.31 3.45 3.42 3.29
Permanency of the Strategy (now) Mean 3.39 3.50 3.45 3.64 3.48 3.48

Dissemination Throughout the Mean 2.87 2.92 2.91 3.00 2.81 3,00
OfaSBSS^fifibtion Throughout the Mean 2.17 2.29 2.29 1.92 2.04 2,34

iC l^^trategies Mean 4.04 3.88 3.93 3.91 4.08 3,83
Continuity of New Strategies (now) Mean 4.13 4.06 4.04 4.25 4.22 3,98

Process of Development Mean 2.87 3.48 3.45 3.00 2.77 3,76
Process of Development (now) Mean 2.29 2.89 2.75 2.50 2.19 3,05

CEO Makes Decisions Mean 2.35 1.98 2.14 1.82 2.42 1.88
CEO Makes Decisions (now) Mean 2.25 2.09 2.11 2.17 2.33 1.98

Average Mean for Strategies at Start-Up Mean 3.115 3.066 3.149 2.936 3.100 3.119
Average Mean for Strategies (now) Mean 2.851 2.918 2.916 2.778 2.838 2.926

• All classifications agree that ‘new strategies are continuously emerging’ is the most emergent 

strategy characteristic at the ‘start-up’ stage.

• The firms also agree that ‘new strategies are continuously emerging’ is the most emergent at 

the ‘now’ stage, although recognition must be given to the fact that its score has increased, 

making it more emergent in nature.

• Each classification scored ‘the CEO makes the strategic decisions’ lowest at the ‘start-up’ 

stage making it the most deliberate strategy characteristic.

• The origin of the strategy, the permanency of the strategy, and the continuity of strategies all 

score higher with every classification at the ‘now’ stage, repeating the tendency towards a 

more emergent strategy.

• The four lowest scores at the ‘start-up’ stage all move towards a deliberate strategy.

• Thereafter, the results were more difficult to interpret as scores fluctuated across 

classifications.

The results from the survey identify a number of strategy characteristics that differentiate fast- 

growth firms from non-fast-growth firms. Against the expectations engendered from the literature 

review, non-fast-growth firms were more emergent than fast-growth firms both at ‘start-up’ and 

‘now’. Fast-growth firms had the characteristic that ‘the strategies can emerge from anywhere in
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an organisation’ as their second most emergent characteristic, whereas it scored only fourth 

highest for non-fast-growth firms. Fast-growth firms additionally scored ‘strategies are planned 

rather than evolve over time’ as their lowest score at the ‘now’ stage. What differentiates fast- 

growth firms is their high scoring towards the ideas that new strategies are continuously emerging 

and can come fi'om anywhere in the organisation. Non-fast-growth firms scored more emergent 

regarding ‘strategies are disseminated throughout the organisation in a consciously managed 

process’ and significantly more emergent regarding ‘the process of developing strategies is 
clearly determined in advance’.

The strategies from fast-growth firms can emerge continuously from anywhere in the

organisation, while strategies from non-fast-growth firms are more emergent at ‘start-up’ and

^how’imd si#® 2® tly mdife emergent in process and dissemination.
     :

In establishing the strategy characteristics that differentiate firms founded by entrepreneurial 

teams from firms founded by individuals a number of variances were determined. Firms founded 

by teams are more emergent throughout, and have a more emergent process of developing 

strategies. The origin, permanency, and continuity of emerging strategy are all increasingly 

emergent for fast-growth firms, although non-fast-growth firms have the highest score of any 

characteristic for ‘continuity of new strategies’. The permanency of the strategy is also more 

emergent for firms founded by individuals. The CEO making the decision scores the lowest for 

both classifications of firms.

The strategies for firms founded by entrepreneurial teams are more emergent throughout and 

the process is particularly' emergent, while strategies for firms foimded by Individuals are 

increasingly emergent in permanency and continuity. * ■ . 

The primary finding of the Irish survey regarding strategies is that non-fast-growth firms are more 

emergent throughout than fast-growth firms. This is contrary to the expectations of the literature 

review, although similar to the results of the American survey at the ‘now’ stage. Fast-growth 

firms are more inclusive of other members of the organisation and their strategies can come from 

anywhere in the firm. The origin of the strategy, the permanency of the strategy, and the 

continuity of strategies all score higher with every classification at the ‘now’ stage, repeating the 

tendency found in the American survey towards an more emergent approach in these particular 

characteristics.
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6.3.5 Growth Strategies (Objective 4)

In a similar fashion to the American survey, the growth strategies identified in this section were 

the strategies most frequently utilised by fast-growth firms, as identified by the empirical research 

findings discussed in Chapter 3. These options formed Section C of the questionnaire, and relate 

to Objective 4 of the research methodology. The scoring for this table was different to the 

previous tables as 1 represents ‘always’ and 5 represents ‘never’. Therefore, the closer a mean 

was to 1, the more likely that strategy would be employed. As mentioned previously, ihe shaded 

lines represent the ‘now’ stage. An examination of Table 6.11 reveals a number of interesting 
outcomes;

• As with the American survey, a two-tiered set of growth strategies is immediately visible 

throughout all firm classifications.

• The same four strategies in order of preference were recorded by all of the different 

classifications at the ‘start-up’ stage. These growth strategies were ‘attention to customer 

needs, growing market segments, competing on quality, and differentiation of product or 

service’.

• Attention to customer needs was priority at the ‘start-up’ and ‘now’ stages with the other 

three changing second, third and fourth positions as time progressed.

• The bottom four strategies, in descending order, were constant innovation, focus on particular 

customers, growth through retained profits, and wide product range.

Table 6.11 ■ Irish Survey : Mean Ratings for Growth Strategies

Firm Classificafion Firm Classification Firm Classification
Fast-Gro 

wth Finns 
Founded 
by Teams

All Other 
Firms

Firms 
Founded 

by Teams

Firms
Founded

by
Individuals

Fast-Grow 
th Firms

Non-Fast-
Growth
Finns

urowing Man^et segm ents Mean 1.61 1.65 1.68 1.55 1.56 1.71
Growing Market Segnfients (now) Mean 1.63 1.44 1.49 1.36 1.58 1.40

Attention to Customer Needs Mean 1.52 1.62 1.61 1.50 1.50 1.64
Attention to Customer Needs Mean 1.25 1.38 1.30 1.25 , 1.22 1.33

(WSS)- Product Range Mean 2.70 2.96 2.86 3.17 2.85 2.95
Wider Product Range (now) Mean 2.42 2.73 2.61 2.75 2.52 2.71

Constant Innovation Mean 1.82 1.92 1.95 1.92 1.80 2.02
Constant Innovation (now) Mean 1.61 1.56 1.57 1.58 1.54 1.60

Differentiation of Product/Service Mean 1.78 1.81 1.91 1.75 1.77 1.95
Differentiation of Product/Service Mean 1.58 1.40 1.49 1.25 1.52 1.40

(SSW^etes on Quality Mean 1.70 1.70 1.73 1.67 1.69 1.74
Competes on Quality (now) Mean 1.50 1.34 1.40 1.33 1.48 1.33

Growth Through Retained Profits Mean 2.22 2.08 2.26 1.83 2.12 2.23
Growth Through Retained Profits Mean 1.83 1.73 1.85 1.33 1.74 1.78

tnSSMk on Particular Customers Mean 1.96 1.98 2.02 1.83 1.92 2.02
Focus on Particular Customers Mean 1.71 1.83 1.79 1.67 1.67 1 1.83
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• However, two differences exist to these general rankings from the findings of the American 

survey. The first is that the classification ‘All other Firms’ scored ‘competes on quality’ 

lowest at the ‘now’ stage with ‘attention to customer needs’ second in the Irish survey.

• The next difference is that firms founded by individuals scored differentiation of 

product/service the same as attention to customer needs in the Irish survey. The concentration 

on attention to customer needs’ may be the result of the high presence of people assigned to 

the Sales function, rather than the high presence of Engineering people in America 

concentrating on growing market segments.

When analysing the results for fast-growth and non-fast-growth firms, few differences exist for 

the Irish survey. They each have the same order of preferences with ‘attention to customer needs’ 

as their number one selection. One point of difference is that the mean scores for fast-growth 

firms are substantially lower than for non-fast-growth firms at the ‘start-up’ stage. This may 

indicate a greater desire to implement those strategies or that the memory of that period for those 

respondents is shaded with a rosier tint. At the ‘now’ stage a number of changes take place. Fast- 

growth firms no longer have ‘growing market segments’ as their second choice (becomes fourth 

choice) and instead place greater emphasis on competing on quality. The difference in mean score 

between the first and second choice is relatively substantial implying the strength of priority that 

‘attention to customer needs’ receives. There is also clear demarcation between the second, third 

and fourth selections for fast-growth firms. Non-fast-growth firms have ‘attention to customer 

needs’ and ‘competing on quality’ as their joint first choice, and ‘growing market segments’ and 

‘differentiation of product or service’ as their joint third choice. The mean scores are generally 

lower for non-fast-growth firms at the ‘now’ stage and there exists close proximity between the 

first four selections, which possibly indicates less certainty as to which growth strategy is most 

appropriate, and therefore they attempt to utilise each in turn.

Fast-growth firms prioritise attention to customer needs throughout but alter from targeting 

growth market segments to competing on quality as their second choice. Non-fast-growth firms 

target attention to customer needs also at ‘start-up’ but this selection is joined by ‘quality’ at the

•noow It

Firms founded by teams have ‘attention to customer needs’ as their primaiy growth strategy 

throughout the period examined. As with fast-growth firms, the second choice strategy alters as 

time progresses from targeting growth market segments to competing on differentiation. The gap
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between the mean scores for the first four ranked growth strategies is less pronounced for firms 

founded by teams than it was for fast-growth firms. Firms founded by individuals also had 

‘attention to customer needs’ as their primary growth strategy at the ‘start-up’. However, at the 

‘now’ stage, firms founded by individuals scored ‘attention to customer needs’ and 

‘differentiation of product or service’ as their joint first choice. As with non-fast growth firms, the 

mean scores were lower and the gap between first and fourth choice was relatively narrow.

Firms founded by entrepreneurial teams have attention to customer needs as their primaiy 

growth strategy throughout, but alter from targeting growth market segments to competing on 

quality as their second choicjfe Firms founded by individuals begin with attention to customer 

needs and move to a combination of differentiation and attention to customer needs.

What Table 6.11 informs the reader about firms in the Irish survey is that attention to customer 

needs is quite firmly the primary growth strategy of all classification of firms throughout the 

period of study. However, firms founded by teams and fast growth firms move from targeting 

growth market segments as their second choice to competing on quality. This suggests that these 

firms have an overriding philosophy of always caring for the customer, and that they begin their 

existence by searching for growth opportunities and as they establish themselves they then 

compete at the higher value end of the market through the provision of quality products or 

services. Firms founded by individuals and non-fast-growth firms move towards differentiation 

and quality respectively as their second choice.

6.3.6 Firm Characteristics (Objective 5)

An inspection of the firm characteristics in Table 6.12 identifies the primary differences between 

the various classifications of firms. The year in which the firms were founded displays the 

maturity of the survey population, because as the periods become earlief in time the percentages 

of companies become higher, with the exceptions of firms founded by individuals and non-fast- 

growth firms for the 1991-1993 period. This does not fit with the rapid expansion experienced by 

the Irish software industry, particulariy between 1993 and 1997. This could be explained by the 

number of Irish software firms that have gone public in recent years, many of them more recent 

start-ups. Only private firms were considered for this study, and therefore those firms that were 

now a public company were eliminated from the survey. Table 6.12 offers a number of general 

highlights regarding the respondents;
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Table 6.12 - Irish Survey : Year Started, % of Sales Exported, Company Focus, Product Mix

Firm Classification Firm Classification Firm Classification
Fast-Grow 
th Firms 
Founded 
by Teams

All Other 
Firms

Firms 
Founded 

by Teams

Firms
Founded

by
Individuals

Fast-Grow 
th Firnis

Non-Fast-
Growth
Firms

re a r i>ampi6 13 18 “ 1^ " 7 3 ------- "5 15
.. .. ,

Started Col % 54% 36% 41% 42% 56% 32%
1991-1993 Sample 8 17 19 6 9 16

Col % 33% 34% 34% 50% 33% 39%
1994-1996 Sample 3 15 14 1 3 12

Col% 13% 30% 25% 8% 11% 29%
% of Sales 0%-10% Sample 6 19 20 4 7 17
Exported Col % 26% 40% 36% 33% 27% 41%

11%-50% Sample 6 13 14 5 8 11
Col % 26% 28% 25% 42% 31% 27%

51%-100% Sample 11 15 21 3 11 13
Col % 48% 32% 38% 25% 42% 32%

Company product Sample 3 9 10 1 3 8
Focus Col % 13% 18% 18% 8% 11% 20%

service Sample 6 8 10 3 6 7
Col % 25% 16% 18% 25% 22% 17%

both Sample 15 33 36 8 18 26
Col % 63% 66% 64% 67% 67% 63%

Product Mix pacl<aged Sample 6 16 17 3 8 12
Col % 25% 33% 30% 25% 30% 29%

custom Sample 5 11 10 5 5 10
Col % 21% 22% 18% 42% 19% 24%

both Sample 13 22 29 4 14 19
Col % 54% 45% 52% 33% 52% 46%

• The percentage of sales exported is higher than found in the American survey, with 48% of 

fast-growth firms founded by teams, 42% of fast-growth firms, and 38% of firms founded by 

teams exporting in excess of 50% of their sales.

• Overall, these figures are comparable to the American survey where fast-growth firms and 

firms founded by teams were more likely to have a much greater percentage of their sales 

coming fi’om abroad than other firm classifications.

• The company focus of the firms is heavily weighted towards providing both product and 

service. Over 63% on all classifications of firms indicated that they utilised this broad 

strategy which supports the finding of a low score on focus for growth strategies.

• Firms founded by individuals show a high percentage (25%) on service, as does fast-growth 

firms founded by teams. The percentages for product are generally low.

• The product mix highlights the large percentages of firms that utilise a combination of both 

packaged and custom product. Fast-growth firms founded by teams, fast-growth firms, and 

firms founded by teams each have in excess of 50% of their firms indicate that they use a 

combination of both.
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• Custom products score poorly amongst all categories while packaged products fall within the 
range of 25%-33%.

Another analysis of the Irish survey investigated the answers provided by respondent firms to the 

questions concerning which functions (i.e. Marketing, Finance, etc.) have a particular person 

assigned to that role. The first interesting trait is the relatively low level of persons assigned to 

Engineering, both at ‘start-up’ and ‘now’, although the companies are software firms. This may 

be explained by the high percentage of companies that have a person assigned to Operations, 

which generally exceeds 50% at ‘start-up’. The Sales function has a high percentage of people 

assigned to that position. Firms founded by teams have 65% of the respondents with a designated 

person filling that role, although it only moves marginally to 74% at the latter stage. Firms 

founded by individuals, inversely, have only 33% in Sales at ‘start-up’ but rises dramatically to 

92%. It should be noted that the same category of firm has 100% for Operations at the latter 

stage. Another trait is the relatively low level of assigned persons to Marketing throughout all 

classifications, and as the firm develops. The Finance function also has low figures at the ‘start

up’ but climbs considerably, as the firm grows older. Again, firms founded by individuals have 

the highest percentage for this function at the latter stage. A final trait is how little impact the 

function o f Personnel makes at any point with the highest percentage being achieved by firms 

founded by individuals with 42% at the ‘now’ stage. It is interesting to note also that firms 

founded by individuals have the highest percentages of all classifications at the ‘now’ stage for 

Sales, Finance and Operations. When one examines their ratings on structures in Section 6.3.2, 

this category of firm had moved towards people only performing tasks within their area of 

responsibility, with the organisation moving towards a much more mechanistic system. Fast- 

growth firms founded by teams have a significantly higher percentage o f people assigned to the 

five major functions at the ‘now’ stage than non-fast-growth firms. Equally, fast-growth firms 

foimded by teams have a higher percentage for each of the five major functions over all other 

firms. Therefore, while no one function stands alone, a balance of each o f these five areas appears 

to be essential.

When contrasting fast-growth firms with non-fast-growth firms, a number of highlights arise. 

From Table 6.12 it can be seen that 42% of fast-growth firms export more than 50% of their sales, 

while only 32% of non-fast-growth firms export more than 50% of their sales. Approximately 

two-thirds of both classifications of firms have a combination of product and service as their 

company focus, although the remaining fast-growth firms have a higher percentage that
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concentrate on service. The product mix shows 54% of fast-growth firms combine packaged and 

custom products in comparison to 46% of non-fast-growth firms. The Irish survey profiles a 

different type of fast-growth firm to that found in the American survey. The Irish fast-growth firm 

has a much higher level of export activity and a broader range of company focus and product mix, 

which reflects the smaller home market and the need to be remarkably capable in a wider group 

of activities. Fast-growth firms also had significantly higher percentages of persons assigned to 

specific functions, particularly in Marketing, Sales, Finance, Operations and Engineering at the 

‘now’ stage, suggesting that they build expertise in the team as the firm grows.

Fast-growth firms have, very strong export activity, a broader range of activity regarding 

company focus and product mix, and assemble a wide array of expertise to build the team.Non- 

firms have a broad range of activity regarding company focus and product mix, 

good export sales, and fewer assigned persons across functions.

Firms that have been founded by teams also export heavily, with 38% of firms exporting in 

excess of 50% of their sales in comparison to 25% of firms founded by individuals. However, 

there is an anomaly to the export figures in comparison to the other Irish and American figures, as 

36% of firms founded by teams export 10% or less of their sales, which is greater than the figure 

of 33% for firms founded by individuals. Approximately two-thirds of both firms founded by 

teams and firms founded by individuals have a combination of product and service as their 

company focus. However, firms founded by teams have a higher percentage of firms who focus 

on products (18% versus 8%) indicating a leaning towards that type of activity as opposed to 

providing a service. For the product mix, 52% of firms founded by teams had both packaged and 

custom product mix in comparison to 33% for firms founded by individuals. 42% of firms 

founded by individuals signified a ‘custom’ product mix. These figures suggest that firms 

founded by teams undertake a greater range of activities as both company focus and product mix 

exceed 50%. This was also true of American firms founded by teams, although the percentages 

were lower than for their Irish counterparts. As previously mentioned, 65% of firms founded by 

teams have a person assigned to Sales at ‘start-up’ in comparison to only 33% for firms founded 

by individuals. However, 92% of firms founded by individuals have an assigned person to Sales 

at the ‘now’ stage in contrast to 74% for firms founded by teams. Only 25% of firms founded by 

individuals have a person assigned to Finance at ‘start-up’ but 83% have an assigned person 

‘now’. Firms founded by teams have higher percentages of people assigned to functions at ‘start

up’ and have better balanced teams ‘now’.
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Firms founded by entrepreneurial teams have good export activity, broader range of activity 

regarding company focus and product mix, and have a high percentage of assigned persons in the 

Sales function at ‘start-up’. Firms founded by individuals have moderate export sales, a strong 

leaning towards ‘custom’ product mix, and heavily orientated towards assigned persons in the 
Operation function.

In examining the characteristics of the various classifications, it is interesting to note the profile 

of fast-growth firms in contrast to the other firm classifications. Fast-growth firms are strong 

exporters, and have a broad range of company focus and product mix. As previously stated, this is 

possibly the result of the small size of the Irish market and thus, for a company to achieve fast- 

growth, it must look to foreign markets. Also, to grow initially in the Irish market these firms 

needed to offer a wide range of products and services, since the niche markets would have been 

too limiting for rapid expansion. The fast-growth teams also possessed well-balanced teams at 

‘start-up’ but this would be expected given their greater number of founding members. However, 

they strengthened these teams as the firm matured, verifying a drive towards the continual pursuit 

of improving upon their existing team. It could be argued from these findings that fast-growth 

firms are designed from the start-up stage to achieve ambitious targets and have a vision of the 

future that is of international success. It is feasible that the most successful Irish firms in recent 

years are those that accomplished such aspirations and then went public on the capital markets.

6.3.7 Summary

In summarising the findings of the Irish survey, the principal highlight is that both hypotheses 

proved positive. However, firms founded by entrepreneurial teams did not display a unique 

combination of organic structure and emergent strategy, although they were more organic and 

emergent than the other firm classifications at the ‘start-up’ stage. But firms founded by teams 

move a significant distance towards being deliberate and mechanistic 'as the firm grew older. 

While the movement towards deliberate strategy making could be explained by the desire to offer 

longer term plans in advance of entry into the public capital markets, the movement towards a 

strong mechanistic structure is less easily explained as it runs contrary to the norms for the 

software industry. It could be the result of the need for Irish entrepreneurs to retain control, as 

discussed in Chapter 5. Again, the small cell size for fast-growth firms founded by individuals 

(two respondents) restricted the opportunity to undertake comparative analysis of the four 

classifications separately. Instead, the research analysis compared fast-growth firms versus non-
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fast-growth firms, and firms founded by teams versus firms founded by an individual. The results 

for fast-growth firms founded by entrepreneurial teams versus all other firms were also given, but 

these were utilised in a more modest role than originally envisaged. The survey analysis also 
revealed the following profiles:

Fast-growth firms in the Irish survey of software companies are organic and emergent at ‘start

up’ before moving towards a position that is more mechanistic and deliberate than is found with 

non-fast-growth firms. Similar to the findings of the American survey, fast-growth firms 

demonstrate a greater desire to share information and are strongly fluid and team based. 

Additionally, strategy can come ft'om anywhere in the organisation and is not the sole preserve of 

the CEO or the management team. What fast-growth firms exhibit above all other characteristics 

is inclusiveness. Through functions and areas of responsibility, each person’s role within that 

team becomes ever more demarcated. As an aside, it is interesting to note how members of 

successful sports teams inevitably talk about ‘each one having a job to do’ and how ‘they trained

Fast-Growth Firms

Organic at ‘start-up then mechanistic,

Share information.

Begin at emergent and move towards deliberate. 

Strategy comes from anywhere,

Attention to customer needs strong.

Target growth markets, then quality.

High export activity.

Wide range o f activities.

Wide range o f expertise.

Non-Fast-Growth Firms

More organic later.

Given functional freedom.

More emergent later.

Strategy process emergent. 

Attention to customer needs strong. 

Quality increasingly important. 

Good export activity.

Wide range o f activities.

Fewer assigned persons.

Firms Founded by Teams

More mechanistic throughout,

Fluidity o f organisation increases. 

Emergent moving to deliberate. 

Strategy is evolutionary,

Attention to customer needs is priority. 

Target growth markets, then quality, 

Good export activity,

Wide range o f activities.

Well balanced teams.

Firms Founded by Individuals

Become mechanistic slowly.

Fluidity o f organisation very high. 

Continuity o f strategy highly emergent. 

Strategy continuously emerging. 

Attention to customer needs is priority. 

Differentiation increasingly important. 

Moderate export activity.

High on customised product mix. 

Operations function strong throughout
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as a team and played as a team’. It is this spirit that is evident in victorious sports teams that is 

also visible in fast-growth firms. Furthermore, fast-growth Irish firms are export orientated, offer 

a broad range of activities, possess balanced functional teams, and move towards the quality end 

of the market. Why is it therefore, that not all firms founded by teams become fast-growth firms? 

The profile of non-fast-growth firms founded by teams demonstrates that while the employees 

make the day-to-day decisions, they do not receive information in a fashion similar to that found 

in fast-growth firms. The finding that strategies do not come from anywhere in the organisation, 

although they are evolutionary in nature, reinforces this point. Inclusiveness amongst the 

management team is insufficient for fast-growth; it must occur throughout the organisation if  the 

enterprise is to increase its potential to achieve fast growth.

6.4 COMPARISON BETWEEN AMERICAN AND IRISH FIRMS

As previously discussed in Chapter 5, Cooper (1986) suggests that six environmental influences 

are critical to the development of entrepreneurial activity and these are economic conditions, 

access to venture capital, examples of entrepreneurial action, opportunities for interim consulting, 

availability of support personnel and services, and access to customers. It was determined at the 

close o f that chapter that a number of substantive environmental differences exist between 

Massachusetts and Ireland. Highlighted amongst these were the greater availability in 

Massachusetts of venture capital, access to customers, and entrepreneurial role models. The 

region also has a much longer history in the software industry than Ireland, and possesses a fertile 

seedbed for future software entrepreneurs in the Massachusetts Institute of Technology. But the 

analysis o f the survey respondents identified further differences. Firms established in Ireland have 

a broader company focus although it is arguable that potential fast-growth firms in Ireland are 

unable to utilise a concentrated set of activities because o f the small size of the home market. A 

higher percentage of the founders of firms in Massachusetts had prior start-up and industry 

experience, but this is probably a function of the region’s extensive past In the software industry. 

Engineering was the primary function in the Massachusetts’ survey at ‘start-up’, whereas in the 

Irish survey the findings leant more towards the Sales function. This could explain the difference 

in growth strategies selected by the fast-growth firms in each area, as the Engineering driven 

firms of Massachusetts (with founders having prior industry experience) spot growth market 

opportunities, while the Sales driven firms in Ireland concentrate on attention to customer needs. 

The firms in Massachusetts also placed a strong emphasis on the Finance function as the company 

matured, which may reflect the demands of venture capitalists that invest in the firm. The
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percentages of sales from exports were substantially higher for Irish software firms, but that 

would be a natural consequence again of the small size of the Irish market and the need to sell 

abroad if Irish companies were to grow.

6.4.1 Differentiating the Structure/Strategy Combination

Possibly the most interesting finding of the survey was the difference between the movement of 

American firms over time in comparison to Irish firms. Figure 6.5 broadly demonstrates how this 

shift occurs.

FIGURE 6.5 -  Movement of U.S. versus Irish Firms

Organic

Irish / U.S. firms 

At the beginning U.S.firms now

Emergent

Irish firms now

Deliberate

Mechanistic

Generally, both the American and the Irish firms demonstrated a combination of organic structure 

and emergent strategy at the begirming of their existence. The business culture of the software 

industry is informal, and since the industry is growing quickly, firms must be flexible and fluid. 

This partially explains why most firms in the surveys began with a combination of organic 

structure and emergent strategy. According to the industry experts in the exploratory research, the 

software industry is frequently concerned with writing programs and inventiveness for tailored 

product or service offerings. Such innovation requires an environment that is loose rather than 

hierarchical. Production lines are not a common feature of this industry and thus hierarchical 

structures are less appropriate. The experts argued that possibly no structure/strategy combination 

other than organic/emergent is considered effective or even pertinent for the software industry.
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The organic/emergent combination could also be a function of the product-market choice, 

although this possibility is not strongly evident in the findings. However, as the American firms 

grew older they moved towards a combination of organic structure and deliberate strategy. But 

Irish firms, beginning in the same position, moved towards a combination o f mechanistic 

structure and deliberate strategy that is hierarchical and organised. This may be explained by 

cultural and economic differences that reveal divergent entrepreneurial goals and ambitions. From 

the case studies, it was evident that the lead entrepreneurs of the fast-growth American firms had 

a mindset that was focused on the firm eventually going public, and that they would make 

substantial monetary fortunes from such an opportunity. To achieve this success, they generally 

offered most of their employees equity stakes and thus made them co-owners o f the ambition. 

The findings from the survey would indicate that the lead entrepreneurs of Irish firms were more 

concerned with building ventures that were successful but over which they retained complete 

ownership. This meant that as Irish firms grew in terms of employee numbers, the structures 

would become more hierarchical. This is possibly the result of differing cultures (as discussed 

further in Chapter 7), but it is also a function of the different capital markets. In Massachusetts, 

the capital markets are very strong and there exists ample opportunity to go public. In Ireland, the 

capital markets are very small and there is limited potential for generating large wealth from 

going public. In recent years the very successful Irish software firms have achieved their success 

by floating on the NASDAQ in New York, rather than floating their company in Ireland. The 

significant finding from the surveys is that while Ireland’s software industry is thriving and 

receiving world recognition, it is not a smaller version of America, nor will the combinations that 

are effective in America necessarily work in Ireland.

The finding that unique combinations of structure and strategy were not observed among fast- 

growth firms in the software industry of either country suggests the need to examine other factors 

that might explain the accelerated growth of organisations. It may be that the descriptors of 

structure as mechanistic and organic, and strategy as deliberate and emergent, are over simplified. 

Other dimensions of structure and sfrategy which offer greater complexity and calibration may be 

more fhiitful. For example, Whittington (1993) argues that to consider strategic processes alone, 

whether deliberate or emergent, is not enough and that outcomes of strategy are also relevant. 

Those outcomes may be conventional profit maximisation or may be more pluralistic in nature, 

even in the case of a for-profit organisation. A perspective offering pluralistic outcomes may well 

be more appropriate for fast-growth firms in the software industry; particularly those founded by 

entrepreneurial teams.
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6.4.2 Comparing Firm  Classifications

When examining Objectives 2 - 5 ,  the distinctions between the various firm classifications were 

considered and attention was given to the contrasting profiles in both regions surveyed. The 

primary differences for the firm classifications for each region were as follows:

(1) Fast-Growth Firms - Fast-growth firms in Massachusetts had a broad company focus and 

product mix, they targeted growing market segments, increasingly shared information and 

advice, their strategies evolved from throughout the organisation, and the Finance function 

became ever more important. Fast-growth firms in Ireland had a broader ‘company focus’, 

their principal growth strategy was attention to the needs of the customer, they were highly 

export orientated, and they had a strong presence in Sales. These differences between fast- 

growth firms in Massachusetts and in Ireland are functions of the willingness to share (as 

discussed in the previous section), the background of the entrepreneur and o f the industry in 

that region, and finally, the size of the market.

(2) Non-Fast Growth Firms - Non-fast-growth firms in Massachusetts and in Ireland handle a 

wide range of activities, their functional responsibilities are organic, and attention to customer 

needs is the primary growth strategy. Where the non-fast-growth firms of both regions differ 

is in strategy, as strategies in American firms are continuously emerging while in Ireland the 

strategy process is emergent but more deliberate generally. This difference reflects the need 

of Irish entrepreneurs to retain control and power (as discussed in Chapter 5).

(3) Firms Founded by Entrepreneurial Teams - Firms founded by entrepreneurial teams in 

Massachusetts encourage the day-to-day decisions to be made by those with the greatest 

knowledge on that area, and strategies are continuously emerging. Firms founded by 

entrepreneurial teams in Ireland are fluid and team based and have broad activities regarding 

product and service offerings. They are additionally less organic and less emergent than their 

American counterparts, demonstrating a greater need for order, while taking a broader 

approach to the market. «

(4) Firms Founded by Individuals - Firms founded by individuals in Massachusetts have little 

export activity, a managed process disseminates strategies, and differentiation is a key growth 

strategy. Firms founded by individuals in Ireland have broad activities regarding product and 

service offerings, and they have a high percentage of firms exporting between 10% and 50% 

of their sales. The difference in export activity again is unsurprising given the size of the 

American and Irish markets. However, the variance regarding the differentiation strategy for
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Massachusetts’ firms and the broad approach of the Irish firms is noteworthy, and possibly 

reflects the different backgrounds of the lead entrepreneurs (i.e. Engineering versus Sales).

When examining the contrast between firms established by entrepreneurial teams and firms 

established by individuals, it was striking how strongly they differed between the surveys 

undertaken in America and in Ireland. Reviewing Figures 6.1 and 6.3, both of these firm 

classifications had an organic/emergent combination to begin with in America. But while firms 

founded by teams remained in that quadrant, firms founded by individuals moved to the 

organic/deliberate quadrant. However, the movement on the Irish survey is quite different. Firms 

founded by teams begin in the organic/emergent quadrant but proceed to the 

deliberate/mechanistic quadrant. Meanwhile, firms founded by individuals begin in the 

emergent/deliberate quadrant (the only classification to do so) and stayed within that quadrant.

The overall comparison between American and Irish firms is that American firms are more 

willing to share information and advice, encourage decisions to be made by those with the 

greatest knowledge in that area, and are more likely to target growing market segments. In 

contrast, Irish firms export a much higher percentage of its sales, become more hierarchical as the 

firm matures, have a broader product and service approach, and place a great emphasis on 

attention to customer needs. The broader product and service approach is possibly a result of the 

need to attract a wide variety of small customers at the beginning of the firm’s existence in order 

to survive, and thereafter one can start to focus or differentiate in a more targeted fashion. The 

same is not true of American firms because a niche market can still attract large numbers due to 

the size of the population.

I

6.5 CONCLUSION

This chapter explored and analysed the data generated from the questions asked of the software 

firms in Massachusetts and in Ireland. It sought to discuss the hypotheses and objectives, 

presented at the beginning of the chapter, through three sections -  analysis of the American firms, 

analysis of the Irish firms, and comparison between the results for both countries. The principal 

findings were that;

(1) all classifications of firms - with the exception of Irish firms founded by teams - began with 

an organic/emergent combination;
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(2) fast-growth firms founded by entrepreneurial teams do not display a unique coupling of 

organic structure and emergent strategy;

(3) the movement of firms over time was divergent, with American firms moving towards an 

organic/deliberate combination, while Irish firms moved towards a mechanistic/deliberate 

combination.

(4) firms founded by entrepreneurial teams in America (whether fast-growth or non-fast-growth) 

are the only firms to remain within the organic/emergent quadrant at both ‘start-up’ and 

‘now’.

While these were the primary highlights, a number of other interesting beads of knowledge were 

additionally gathered.

The fast-growth firms of the surveys were heavily committed to sharing information and advice, 

and their strategies could come from anywhere in the organisation. Meanwhile the non-fast- 

growth firms were more willing to have looser functional responsibilities for their employees. 

Firms founded by teams were more inclined to give the person with the greatest knowledge 

authority and the strategy could come from anywhere in the organisation (although in Ireland it 

was a more managed process). Firms founded by individuals were again more willing to have 

looser functional responsibilities for their employees. The growth strategies were influenced by 

location rather than by classification, with fast-growth firms in America targeting growing market 

segments, while fast-growth firms in Ireland concentrated on attention to customer needs. All 

firm classifications employed a relatively wide range of activity. Irish firms had a high percentage 

of sales from export, while American firms founded by individuals showed a low percentage of 

sales from export. American firms placed a strong emphasis on the Engineering fiinction, and 

fast-growth firms were highly likely to bring on a Finance person as the firm matured. Irish firms 

placed a stronger emphasis on Operations at the beginning and Sales as the firms get older. 

Overall, the findings suggested a greater need by Irish firms to get organised in a structured, 

formal, hierarchical fashion as the firm matured. ,

While the primary hypotheses proved positive, the concern of the research analysis moved away 

from fast-growth firms founded by entrepreneurial teams because o f the small cell size of 

respondents, and instead gave prominence to the differences between fast-growth firms and non- 

fast-growth firms, and between firms founded by entrepreneurial teams and firms founded by 

individuals. The lessons from fast-growth firms are about sharing and inclusiveness. Whether the 

analysis concerns the structural configuration of the firm or its strategy formation, fast-growth
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firms would inform their entire organisation of what was happening and look for opinion and 

contribution from the employees. It was this attitude of partnership, and togetherness in the 

growth o f a venture, that separated this classification from all other firms. This attitude of sharing 

was not as strong in fast-growth Irish firms as there still remained a residue of the desire by Irish 

entrepreneurs to retain control of their company.

This chapter was deliberately written to report the analysed data, offering limited interpretation as 

to the possible reasoning behind the results. And while the chapter additionally raised a number 

of issues, occasionally these were not given great depth in attempting to understand why such 

problems might have emerged. Those questions that have not yet been answered fully will be 

dealt with in Chapter 7. In that chapter, concerns about what the lessons are for entrepreneurs and 

managers of software firms, the role of policy makers, the areas for further research, and 

discussion on fast-growth firms and entrepreneurial teams are all addressed. It is a review of what 

has been leamt from this study, as well as picking-up the unanswered questions.
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CHAPTER 7

DISCUSSION AND RECOMMENDATIONS



7.1 INTRODUCTION

The objective of this research work was to investigate the structures and strategies that were 

employed by small firms, and which combination of these might differentiate fast-growth firms 

from non-fast-growth firms, and firms founded by entrepreneurial teams from firms founded by 

individuals. In particular, the work sought to identify any unique coupling of structure and 

strategy that distinguished fast-growth firms founded by entrepreneurial teams from all other 

enterprises. This chapter offers thoughts on the lessons from this work based on the literature 

review, and on the detailed research methodology and analysis. In summarising the lessons it was 

considered that the best approach was to: (1) answer the questions most likely to be asked on 

what has been learned from this study, and (2) raise issues with regard to this research topic for 

other researchers. Answering the most pertinent questions also offers the opportunity to pick-up 

on any outstanding issues arising from Chapter 6.

7.2 WHY WERE THE HYPOTHESES NOT UNIQUE TO FAST- 

GROWTH FIRMS FOUNDED BY ENTREPRENEURIAL TEAMS?

r

This is the most challenging of the questions in this chapter since it tackles the strong conviction 

held by the author that fast-growth firms founded by entrepreneurial teams would uniquely 

display a combination of organic structure and emergent strategy. This certainty was based on the 

analysis o f the exploratory research that offered support regarding the behaviour of fast-growth 

firms founded by entrepreneurial teams. But that myopia may also be the reason why the 

hypotheses were not unique to fast-growth firms founded by entrepreneurial teams. The case 

studies undertaken were relatively homogenous since each firm was founded by an 

entrepreneurial team, each firm considered itself to be organic and emergent (with the exception 

of the public firm utilising a deliberate strategy), and four of the five fjrms were fast-growth. 

Therefore, the differences between fast-growth and non-fast growth firms were barely explored, 

and firms founded by individuals were completely ignored. This did not allow for the full 

development of the hypotheses since the case studies only confirmed that fast-growth firms 

founded by entrepreneurial teams employed an organic/emergent combination. Since subsequent 

interviews with the industry and academic experts only sought affirmation that fast-growth firms 

founded by teams had an organic/emergent combination, the exploratory research failed to 

investigate the possibility of other firm classifications behaving in the same fashion.
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Another possibility as to why the hypotheses were not unique to fast-growth firms founded by 

entrepreneurial teams at ‘start-up’ was because of the choice of industry. As shown in Chapter 5, 

the software industry was growing rapidly and change was constant. Not only to be fast-growth, 

but also to simply survive, a firm needed to be able to adapt quickly to industry vicissitudes. It is 

possible that firms in the software industry had little choice but to have an emergent strategy at 

the beginning. As one CEO stated: “In six months, my markets, my products, and my people will 

all have changed -  that is why we do not have a five-year plan”. The difference in strategy occurs 

as the firm matures, with fast-growth firms having a more deliberate strategy because of the 

information needs of other potential stakeholders, particularly those in the capital markets. The 

reason that non-fast-growth firms had a more emergent strategy was because of the need to 

continually adapt in order to survive, and because they were not being pushed by potential 

stakeholders to offer long-term plans. Indeed the evidence of the literature suggests that even if 

the non-fast-growth firms possessed a plan, unless the management communicated that strategy 

clearly to all stakeholders, then the possibility of achieving that goal was greatly reduced.

Equally, the software industry has a reputation for its casualness and this must impact upon the 

structure of an organisation. Because employees are being asked to be iimovative with regard to 

product or service development and solution, demands on how they dress, the hours that they 

work, and the responsibilities of the job, these are all relaxed in comparison to traditional 

employment. There is a strong sense of informality running through the industry that is reflected 

in the organic nature of the firm structures at ‘start-up’. The differences between firms having 

organic and mechanistic structures are primarily the result of how the firms developed over time. 

The analysis of the surveys demonstrated that as American firms grew older, they moved towards 

being mechanistic, but essentially retained their organic structures. Irish firms became far more 

mechanistic over time, but the suggestion in Chapter 6 was that this was the result of the need for 

power, control, and ownership that is part of the psyche of Irish entrepreneurs.

I

A number of unexpected results arose in the analysis of the surveys. The finding that fast-growth 

firms and fast-growth firms founded by teams were deliberate at the ‘now’ stage was not 

anticipated, since the literature generally advocated that fast-growth firms would need to be 

continually alert to new opportunities, and by implication, emergent in nature. But the principal 

difference between fast-growth firms and non-fast-growth firms was in communication. Fast- 

growth firms distribute information widely and give day-to-day decisions to the person with the 

best knowledge in that area. Fast-growth firms encouraged strategies to emerge fi-om anywhere.
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but increasingly an employee worked purely within their function. Non-fast-growth firms were 

increasingly more organic regarding the fimctions and areas of responsibilities undertaken by 

employees. The lessons from the Company C case study suggested that giving too much freedom 

to employees can cause problems in getting tasks done. The strategies o f non-fast-growth firms 

were continuously emerging and could emanate from anywhere at the ‘now’ stage. Additionally, 

the choice of growth strategy for non-fast-growth firms shifted over time whereas for fast-growth 

firms the principal choice remained constant. It is arguable that non-fast-growth firms did not so 

much have an emergent strategy, but rather suffered from strategic drift.

Another issue resulting from reviewing the exploratory research is the potential for respondent 

bias, as the gap between perception and reality offered by Company E highlighted. Because of 

this possibility. Figures 6.1 and 6.3 were redrawn to allow for such bias. Based on the interview 

with Company E, it was arbitrarily determined that the centre-point of Figure 6.1 should be 

moved to 3.25, both for structure and strategy. This would skew the diagram towards organic 

structure and emergent strategy. The average ratings for structure and strategy were then 

calculated for the American firms and for the Irish firms. The American firms had an average 

rating of 0.15 greater than the Irish firms, and therefore the centre-point for Irish firms was taken 

at 3.10. By examining the redrawn diagrams in Figures 7.1 and 7.2, it is immediately noticeable 

that the only firm classification displaying a unique combination of organic structure and 

emergent sfrategy are fast-growth firms founded by entrepreneurial teams. This interpretation of 

the results would mean that fast-growth firms founded by entrepreneurial teams would uniquely 

display a combination of organic structure and emergent strategy. However, this issue is being 

raised as a point of interest, not as a scientific argument supporting the hypotheses.

The final possible answer on why the hypotheses were not unique to fast-growth firms founded 

^  by entrepreneurial teams at ‘start-up’ is that the popular models of structure and strategy found in 

academic literature are not appropriate to identifying the secret to the success of fast-growth firms 

in the software industry. Recent books on the software industry, such as ‘Growing Up Digital’ 

(Don Tapscott, 1998) and ‘Inside the Tornado’ (Geoffrey A. Moore, 1998), indicate that the 

people of this business have started to speak a different business language. Checking the index at 

the back of these books for references to Porter, Mintzberg, Drucker or other ‘old masters’ can be 

a barren experience. It is arguable that since Tapscott and Moore are not academics, then they 

will be writing from a very different perspective. This is an issue for other researchers to pick-up: 

are new models required for the world of ebusiness ?
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7.3 WHAT ABOUT FAST-GROWTH FIRMS?

There have been a number of lessons learned regarding fast-growth firms in the software industry 

from this research study. The principal message from the research is about ‘sharing’. Fast-growth 

firms placed a strong emphasis on sharing information, advice and responsibility. These firms 

sought contributions from all of its members, internal and external, and there was a positive 

approach towards partnerships. Indeed, in the book ‘Inside the Tornado’, Geoffrey Moore (1998) 

discusses the critical need for alliances in today’s ‘ebusiness’ environment, and the importance of 

associations. Networks operate not only within an organisation but are inclusive of other 

constituent parties such as customers, suppliers, and advisors. But this may also mean that firms 

who are networked with other firms will, in future, grow more slowly in terms of employment 

than non-networked firms. Networked firms can increase their sales through their interaction with 

other firms, but much of the additional work might be sub-contracted to another firm who 

specialises in a particular activity. For example. Company X might get a contract from Company 

Y for £5m, and would sub-contract 80% of the work to Company Z for £3m, and complete the 

remaining work within their existing operations. Therefore, Company X will have increased their 

sales dramatically but their number of employees will have remained stagnant. Therefore, it may 

no longer be appropriate to measure growth in the software industry, and in the environment of 

‘ebusiness’, in terms of employee numbers, since these industries are presently operating in a 

highly interactive fashion, with companies specialising in particular areas of business. Firms may 

reach a critical employment level beyond which it no longer makes economic sense to expand, 

unless the firm wishes to become a dominant player in the market. Evidence from the literature 

(Tapscott, 1998; Moore, 1998) would suggest that the present critical mass in terms of 

employment numbers is approximately fifty people.

The idea of sharing additionally relates to distributing the rewards, as ownership of the firm is 

offered to all of those who participate in the firm’s activities. From the exploratory research with 

Companies A, B, and C, they recognised that if  they were to succeed then everyone should be 

given “a slice of the action”. While fast-growth firms demonstrated a greater degree of organic 

structure and emergent strategy at ‘start-up’, the example of Company C becoming too organic 

was a reminder that some control and process needs to be maintained. Otherwise, the organisation 

may lose its sense of direction as everyone works at what he or she prefers. Another characteristic 

of fast-growth firms is that they are active exporters, continually searching for new markets. This 

is true of American fast-growth firms as well as of Irish fast-growth firms, even though the
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American firms have a very large domestic market. From interviewing the CEOs of the fast- 

growth firms, it was identifiable that expansion and fast-growth were clear targets for the 

organisation. It was a mindset they possessed that was different to the thinking o f the non-fast- 

growth firm (Company E). The desire for fast-growth was related to their ambition to become 

wealthy. This could be best achieved by placing the firm on the Initial Public Offering (IPO) 

market and to attain this aspiration the firm had to achieve “hockey-stick growth”.

Other lessons that were learned about fast-growth firms concerned the differences between their 

behaviour in America and in Ireland. In America, fast-growth firms had a stronger focus on what 

was their product or service offering (no more than six products according to the interviews), they 

targeted growing market segments (the CEOs interviewed stated that it was opportunity 

recognition due to industry experience), and believed firmly in the need for a Finance person as 

the firm grew. Irish fast-growth firms had a broader range of activity, placed attention to 

customer needs as their principal growth strategy, and lay an emphasis on the Sales function. As 

stated in Chapter 6, the difference in product and growth strategies is possibly the result of the 

different sized markets. American firms can undertake concentrated niche marketing and still 

have a large potential market, but Irish firms need to attract a broader base of customers because 

o f the small market size. This would mean that fast-growth firms from smaller markets (e.g. New 

Zealand) should employ a different approach to that utilised by fast-growth firms in larger 

markets.

7.4 WHAT ABOUT ENTREPRENEURIAL TEAMS?

At the beginning of this research study, it was noted that there was a dearth of literature on 

entrepreneurial teams. The situation now is little better, as a perusal of the literature will testify. 

Frequently, the expression ‘entrepreneurial team’ is used interchangeably with ‘management 

team’ when writers are discussing small firms. However, as argued in Chapter 1, there is a 

significant difference between these two terms. Also in that chapter, it was explained how an 

‘entrepreneurial team’ was different to a ‘team behaving entrepreneurially’. The literature did 

proffer that the software industry has a higher than average number of firms being established by 

multiple founders. This is possibly the resuU of the demand for creativity in this industry, and 

because teams are likely to be more inventive, since they can “bounce ideas off one another”. It 

may be the consequence of the informality of the industry that brings people together in a more 

relaxed manner. These ideas are documented in ‘The Soul of a New Machine’ (Kidder, 1981).

229



There is strong evidence in the literature to suggest that firms founded by entrepreneurial teams 

are more likely to be fast-growth, but this research study did not seek to address how the teams 

were formed or how they interacted as the firm grew. Instead it concentrated on whether fast- 

growth firms founded by entrepreneurial teams behaved differently to other firm classifications 

when their structures and strategies were examined. As noted in Chapter 6, the hypotheses that 

were developed proved to be positive, but not uniquely so for fast-growth firms founded by 

entrepreneurial teams. Many of the characteristics present in fast-growth firms were also 

identified in firms founded by entrepreneurial teams. Firms founded by teams were fluid and 

team based, they gave authority to those with the greatest knowledge, and strategies could emerge 

from anywhere in the organisation. It could be argued that the reason for such proximately in 

findings was because of the high-percentage of respondent firms that were founded by teams. 

Therefore, the results for fast-growth firms are likely to be similar for firms founded by teams, if 

teams founded most of the fast-growth firms.

7.5 COMPARING AMERICAN AND IRISH FIRMS

Contrasting the behaviour of American software firms with Irish software firms must be done 

within context. American firms have a fifty-year tradition in the software industry, they have 

greater access to venture capital, they have a substantially bigger domestic market, and they have 

a large number of entrepreneurial role models from which to leam. The industrial environment 

from which they operate is significantly different and impacts upon the choices that they make 

regarding structure and strategy. For example, there is a greater level of exports from most Irish 

firms, but this is a function of the small domestic market. For a similar reason, Irish firms take a 

broader approach to product offerings and attend to customer needs as their principal growth 

strategy.

The environment also impacts upon the differences between the levels of prior start-up 

experience and industry experience of the organisation founders. The tradition of the software 

industry is relatively new in Ireland and the opportunity to work with software firms was 

available only to a limited degree. Therefore, it was more difficult to have industry experience if 

the industry did not previously exist in a substantive form. Equally, as discussed in Chapter 5, the 

tradition of entrepreneurship would be much weaker in Ireland and this would give some 

reasoning to the lower levels of prior start-up experience detailed in the Irish survey.
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The primary difference between the firms in America and Ireland however, is their movement 

along the structure/strategy axis over time. The American firms went fi'om an organic/emergent 

combination to organic/deliberate, while Irish firms moved towards mechanistic/deliberate. This 

suggests that as a firm grows in Ireland the need to retain control increases, and this may be 

linked to the previous discussion on ownership and authority. Work being done through functions 

and performing tasks outside ones area of responsibility was more mechanistic for Irish firms, 

although day-to-day decisions being taken by the person with the best knowledge was more 

organic than for American firms. There is a movement in Irish firms towards “getting organised” 

and to putting in place systems and hierarchies. This can militate against the ability of a firm to 

adapt quickly to change

7.6 WHAT ARE THE LESSONS FOR ENTREPRENEURS?

As a result of this research study, what are the principal lessons that entrepreneurs in the software 

industry could take fi’om the findings? The fundamental message that derives from the research 

concerns the characteristics of the entrepreneurs. It is beneficial if  the entrepreneur has prior 

industry and start-up experience. The literature review regarding the characteristics of 

entrepreneurs of fast-growth firms identified these two traits as being a positive influence in the 

success of enterprises. However, these characteristics are presently less likely in an Irish context 

(as discussed in the previous section), but they are key factors for future consideration. 

Communication was highly important to fast-growth firms. They shared information, ideas, and 

authority. The communication was not given on a need-to-know basis but as a method of getting 

all stakeholders, particularly employees, to better understand their roles within the potential 

prosperity of the enterprise. The communication occurred via networks and was not passed down 

through a multi-layered hierarchical structure. Additionally, the entrepreneurs of fast-growth 

firms believed that attention to customer needs, quality products and services, and ultimately the 

success of the firm was everyone’s responsibility, not just that of management.

The evidence from this study would suggest that entrepreneurs wishing to achieve fast growth 

should incorporate cross-functional teams, have a flat organisational structure, share information 

widely and freely, give authority to those with the best knowledge of the area, continually 

develop the roles and responsibilities of employees, and an individual’s commitment should be to 

the success of the organisation and not to the responsibilities of their own position. From the 

exploratory research, it is recommended that management should build a strong Board of
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Directors, including people from outside the organisation. They should also have Advisors who 

support the work of the firm. These Advisors would include accountants, legal representatives, 

and other experts in business areas relative to the firm. The literature review propounded that 

starting a software firm with co-founders offers a broader range of expertise and experience, 

greater access to capital, and the immediate sharing of information, risk, and reward. A firm 

being founded by an entrepreneurial team does not ensure success, but the literature review would 

suggest that it greatly enhances the possibility of achieving such an ambition.

The strategy for fast-growth firms was emergent at ‘start-up’ but moved to being deliberate as the 

firm matured. This means that their strategies were continuously emerging at the begiiming, but 

were more planned later. To employ Mintzberg’s (1979) analogy, a strategy would begin like clay 

on a potter’s wheel, where one had a broad idea of what was to be moulded but it only took 

definite shape as the process evolved. However, with time and experience the potter would know 

exactly what they were going to produce over the coming weeks and months, although new forms 

might continue to be moulded so as to introduce new product lines. With an emergent strategy 

these new forms can be suggested by anyone in the organisation, as frequently those closest to the 

product or customer will have the clearest ideas of where improvements can be made. Strategies 

are deliberate when they are planned, and disseminated throughout the organisation in a managed 

process so that everyone imderstands them. Even though the software industry is a rapidly 

changing environment, it was demonstrated in the survey findings that firms who remained 

emergent were less likely to achieve fast-growth. Therefore, the lesson for entrepreneurs 

regarding strategy is to begin by moulding a strategy, and then as time progresses to develop that 

mould into a more solid state.

The lessons presented here for entrepreneurs are not prescriptive solutions for the guaranteed 

^  success of any organisation. They are the predominantly successful methods of achieving fast- 

growth within the software industry as found in this work, but examples >of firms who have not 

employed these lessons and are still very successful probably exist in abundance. However, they 

do offer signposts towards what works successfully in the industry at present.

7.7 WHAT ARE THE LESSONS FOR POLICY MAKERS?

There are a number of lessons for policy makers from the findings of this research study. The first 

is that according to the literature, firms founded by entrepreneurial teams are more likely to be
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fast-growth than firms founded by an individual. The surveys in this study do not reinforce this 

point, but the findings of the research do highlight the characteristics of sharing and inclusiveness 

in fast-growth firms. Therefore, enterprise agencies should encourage firms founded by teams. 

However, according to the exploratory research these teams should not be unnaturally generated. 

Entrepreneurs can be encouraged to build teams and find co-founders without forcing them into 

that situation. Engendering team entrepreneurship is about nurtixring rather than coercion.

The second lesson concerns the concept o f ‘picking winners’. The practice o f ‘picking winners’ 

has had a great deal of support over recent years, particularly in Irish agencies. However, there 

are a number of problems with this concept. The first is the question of what measures are used to 

pick ‘winners’. If a set criterion is employed then there is the definite possibility of losing 

potential successes because the relevant agency has already labelled those outside the criterion as 

‘no-hopers’. But the true measure of success is fi'equently found in the second generation of 

firms, as demonstrated in the research analysis through the predominance of fast-growth firms 

whose founders had prior industry and start-up experience. Therefore, would it not be more 

fiiiitflil to encourage a broader range of entrepreneurs to start an enterprise, knowing that some 

(or many) will fail, but that the real winners will most likely come from those that have failed and 

then tried again. Entrepreneurs who have been separated from their initial teams should be 

encouraged to start again. However, enterprise agencies are assessed on their short-term records 

and therefore a radical change in policy is required if the potential winners are to be given to 

freedom to fail and then to start again. It also requires a change in attitude in the Irish culture that 

failure is acceptable, and that it is a leaming process towards long-term achievement.

In Chapter 5, it was suggested that six environmental influences are critical to the development of 

entrepreneurial activity and these are economic conditions, access to venture capital, examples of 

entrepreneurial action, opportunities for interim consulting, availability of support personnel and 

services, and access to customers. However, it was also recognised that taking these conditions 

that exist in Massachusetts and replicating them in Ireland is not the route to engendering a 

positive environment for the development of fast-growth firms. This is because Massachusetts is 

unique and previous attempts to replicate this model in other areas of America have failed. If  the 

model did not work within the American culture, then what are its prospects of being successfully 

implemented in Ireland? The Massachusetts model is a very useful starting point that should be 

studied carefully by policy makers, and then a model crafted for the local culture could be 

developed and effected. Irish policy makers should have the courage to design their own models.
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ones that are appropriate to the economic background, culture, and experiences of the Irish 

people. It is arguable that this has already been achieved with the success of the ‘Celtic Tiger’ and 

that policy makers should now have the confidence to broaden their ambitions to address the most 

effective methods of engendering successful indigenous entrepreneurial activity. As stated in 

Chapter 6, the Irish software industry is not a smaller version of the American software industry.

7.8 HOW SHOULD THE RESEARCH HAVE DIFFERED?

In undertaking the research to this study, every consideration was given to the various forms of 

research methodology that could be utilised, and what was considered appropriate at that time 

was implemented. On reflection, there are a number of steps that could have been taken that may 

have brought changes to the analysis, and thus to the findings. As previously mentioned in this 

chapter, there was a need to undertake further exploratory research. For a fuller understanding of 

the different classifications of firms identified, it would have been beneficial to have had three 

case studies for each classification of firm (i.e. fast-growth firms founded by teams, fast-growth 

firms founded by an individual, non-fast-growth firms founded by teams, non-fast-growth firms 

founded by an individual). This would have aided the development of the hypotheses and the 

research objectives. It would have been of further benefit to the research as a whole if  that process 

were undertaken both in America and in Ireland. These interviews would have given a more 

detailed knowledge of the structures and strategies being employed by all firm classifications. On 

reflection, there was a strong argument to be made for the entire study to have focused on case 

studies since this work was looking at a phenomenon that was previously unexplored in a 

meaningful fashion. The quantitative work could then have been undertaken another time.

A second concern regarding research methodology was the response rates to the surveys. In 

Ireland a 37% response rate was achieved, and this was considered by research experts to have 

been a good achievement. In America, the response rate was 22% and again local research 

experts stated that this figure was above the norm. One possible method of improving these 

numbers was to telephone each of the respondents so as to encourage them to complete the 

questionnaire. This would have required making 661 telephone calls. Time and cost were barriers 

to this possibility. Another method would have been to alter the criteria and widen the entry 

requirements, thus increasing the size of the survey population, and by extension the number of 

respondents. A significant limitation to this work, as mentioned in Chapters 4 and 6, was the 

extremely small cell sizes for fast-growth firms founded by an individual. This meant that a
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critical area of comparative work could not be undertaken and this restricted the analysis of the 

data. One potential solution to that problem was to undertake a structured survey rather than an 

open survey. However, due the small number of firms that fulfilled the criteria for the survey, any 

further reductions may have jeopardised the cell size for each classification. Realistically, to 

achieve the required numbers for each cell size, each issue needed to be addressed. Therefore, the 

most effective solution would have been to have broadened the criteria restrictions, implemented 

a structured survey, and followed-up with phone calls until such time as robust statistical analysis 

could be undertaken for each firm classification.

With regard to the questionnaire itself, two difficulties arose that had not been identified in pre

tests. The first was the size of the initial interval levels for the question on revenue. Because the 

interval level was set too high, most firms did not move outside that level and therefore, it 

became very difficult to decide what firms were fast-growth and what firms were non-fast-growth 

based on revenue. But a greater challenge existed even if the interval levels were altered, because 

it remained statistically impractical to calculate a precise growth rate for each firm. This could 

only have been achieved if the exact figures for revenue and employment for each year were 

given by every firm. The decision to use interval levels was a trade-off between increasing the 

potential of people completing the questionnaire versus increasing the statistical accuracy of the 

revenue and employment data. A combination of asking people to give the exact figures and 

phoning the firms to encourage them to complete the survey might have achieved both ambitions.

7.9 FURTHER ISSUES FOR RESEARCHERS

The work on fast-growth firms and entrepreneurial teams undertaken in this research study offers 

two insights regarding further research in this area; (1) there is much research being done on fast- 

growth firms, and (2) there is little research being done on entrepreneurial teams. The focus of 

further research work therefore, should be on the area of entrepreneurial teams, since it offers the 

greater opportunity to develop new ideas and findings in the field of entrepreneurship. But rather 

than continuing the work carried out in this study, there would be a preference to take a step back 

initially, or possibly to start again. Because of the scarcity of work on entrepreneurial teams the 

first research would be an ethnographic study of an entrepreneurial team, which would lead to 

greater understanding of the process of forming a team, interactive mechanisms, communication, 

decision making, strategies, structures, and other areas of interest. A very good qualitative study 

of entrepreneurial teams is urgently needed in entrepreneurship literature.
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The next study to be targeted in this area would be to return to the issue mentioned in the 

previous section, of case studies for each of the different firm classifications. Again, because of 

the lack o f information, the recommendation would be to undertake three case studies on each of 

the four firm classifications: fast-growth firms founded by individuals, fast-growth firms founded 

by entrepreneurial teams, non-fast-growth firms founded by individuals, and non-fast-growth 

firms founded by entrepreneurial teams. This would give a balanced and detailed appraisal o f the 

differences between these firm classifications. To build from this work, the case studies would be 

undertaken in the software industry.

As a result of these two research studies, the qualitative findings could then be tested 

quantitatively. A small group of researchers from various countries are beginning to develop an 

interest in this area and thus, a multinational survey could be done using the firm classifications 

and the software industry, with local researchers being responsible for the survey within a 

participating country. The final stage of this research plan would be to undertake comparative 

surveys with other environments to determine what differences being in a growth, mature, stable 

or declining market will make on the behaviour and performance of the firm classifications.

There are other issues of concern for researchers that have arisen from this study. The first of 

these is the question of ‘networks’. The indications are that networks are a normal business 

activity in the environment of software and ‘ebusiness’, but that the popular academic models of 

structure and strategy are not appropriate for these industries. The first question therefore for a 

researcher on this issue is: “What models of structure and strategy are appropriate for the 

software and ‘ebusiness’ industries?” But the topic of networks also raises a number of other 

questions, and these include: “Should firms limit their growth in terms o f employment; what is 

the role of alliances in these industries; and what is the new future?” The literature review for 

these questions should not begin with Porter et al, but with authors such asTapscott and Moore. 

There is a need to understand the new language of these industries, and then to build from there. 

In addition to these issues raised, readers will have their own questions, some of which may not 

be answered here. Each of these unanswered questions is the beginning of another journey.

7.10 CONCLUSION

Drawing a line to complete a work of this magnitude can engender many different emotions and 

thoughts. After much deliberation and reflection, the challenge was presented: “summarise the
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lessons that have learned in just one word”. A primary candidate for the answer was the word 

‘mindset’. There is a difference in the mindsets of the achievers, the entrepreneurs who founded 

fast-growth firms. It was particularly evident in America that the entrepreneurs of the fast-growth 

firms had a mindset that only considered fast-growth, the IPO market, and wealth as their 

ultimate result. What was also interesting was that the CEOs would state quite openly that this 

was their plan. As one CEO of a fast-growth firm stated “in three years time I am going to be so 

rich that you wouldn’t believe it”. This attitude was not the result of being part of a fast-growth 

enterprise. People who know such CEOs will declare that this has always been their mindset. 

Achievers operate in the same industry, obey the same laws, and face the same environmental 

obstacles that non-achievers have to address, but achievers approach the challenges with a 

different mindset. However, the mindset of the Irish entrepreneur still retains a need for control 

and ownership, as discussed earlier in this chapter. This mindset is arguably not conducive to 

fast-growth firm behaviour and therefore, such thinking needs to be altered if the Irish business 

community is to see many more examples of very successful software entrepreneurial start-ups 

such as Trintech and Iona Technologies.

But the word that best represents the lesson from this research is ‘sharing’. The fast-growth firms 

demonstrated a strong characteristic of sharing, whether it was information, advice, 

responsibility, or rewards. The people that the entrepreneurs of fast-growth firms shared with 

were fellow entrepreneurs, employees, customers, suppliers, advisors, the public, the media, the 

financial markets, and any other potential stakeholder in the organisation. This was not 

relationship marketing but went much further towards alliances, partnerships, fellowship, union, 

and association.

Fast-growth firms adopt a language and a practice of inclusiveness!

So also should entrepreneurial teams!
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APPENDIXA

QUESTIONNAIRE



INSTRUCTIONS

1. For Sections A, B and C you are asked to answer questions “ATSTART-UF' and “NOW". “Start-up” refers to the period when the company was founded 

and “now” refers to the present day.

2. Place a tick^ where appropriate for each question and for each period.

3. Section A deals with the structure of the company; Sections B and C deal with the strategies; and Sections D and E are classification questions.

4. It is important in Section E that each year since the company was founded is completed. If, for example, the company was founded in 1992 then you would

complete each year from the financial year end for 1992 through to 1996.

5. For your convenience you can tick the following box if you wish for me to send you a copy of the results. This would require you adding your name and

address to this section of the questionnaire. The alternative anonymous options were identified in the letter.

Please send me a copy o f the results YES □  NO □

Thank you for your support - it is very much appreciated.



A Survey of Companies in the Software Development Industry

SECTIONA
Please rate your company's characteristics regarding the following: (Place a tick/where ^propriate)

1. Work is done through specific functions rather than cross-fimctional teams

2. Employees may be asked to perform tasks outside their arê i of responsibility

      __
5. The results of decisions are delegated downwards by superiors 

7. Each functional role has precise defmitions of its obligations and technical methods

9. The organization is fluid and team based as opposed to functional and hierarchical 

ildMSikieseRDnett̂ gsisoiiiHaiaaMMaamMeâ tmM̂ âitî i^eti 
i i . Loyalty to the firm and obedience to superiors is highly important

A T  START-UP
Always Often Sometimes Rarely Never

□ □ □ □ □
:><gr * n rpisill^pil3-^ .lllpllli 

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

NOW
Always Often Sometimes Rarely Never 

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □



SECTIONS
Please rate your company’s characteristics regarding the following: (Place a tick/where appropriate)tick l̂

1. Strategies are planned rather than evolve over time 

i .  Strategies become permanent when everyone und^rst^ds their role

--------------
5. New strategies are continuously emergmg

7. The CEO makes the strategic decisions

A T  START-UP
Always Often Sometimes Rarely Never 

□ □ □ □ □
I® _
□ □ □ □ □ 

□ □ □

NOW
Always Often Sometimes Rarely Never 

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □

□ □ □ □ □□

SECTION C
Please rate your company’s characteristics regarding the following: (Place a ticl^^vhere appropriate)

1. The firm operates in market segments that are growing

3. Tlie firm offers a wider product range than its major competitors

7. Growth is fimded du~ough retained profits

A T  START-UP
Alwiys Often Sametinws Rirely Never 

□ □ □ □ □

□ □ □ □ □

5. Competitive advantage is sought through differentiation of product or service □ □ □ □ □

□ □ □ □ □
i8m ip A fie» i|d v^ S

s?5.-a»e?5ii'2i

NOW
Always Often Sometimes Rarely Never 

□ □ □ □ □

□ □ □ □ □

□ □ □ ‘ □ □



SECTJOND

Please answer the following classification questions: (Place a tic k / where appropriate - all information is strictly confidential and untraceable).

1. In w hat j e a r  d id  the com pany start selling ? 1988 □  1989 □  1990 □  1991 □  1992 □  1993 □  1994 □  1995 Q

3. How many/oanrfing mcwiftcrs did the firm have when S e  company was founded ? i Q  2 Q  3 Q  4 Q  5 Q  6 Q  7+ D  '

(A “founding member” is defined as someone who had a significant financial interest and participated actively in the development o f the firm)

5. How many o f the founding members had previously worked together ? i Q  2 Q  3 Q  4 Q  5 Q  6 Q  7+Q

7. How many o f the founding members had prior start-up experience ? i Q  2 Q  3 Q  4 Q  5 Q  6 Q  7+ D

9. Which o f  the following functions has an assigned person now ?
*1 Ti5^ti12?’*̂ *55$t'52

Marketing Q  SalesQ  Operations Q  Engineering Q  Finance Q  Personnel Q  Other {*"]

ssa

Both n11 . Please indicate which o f the following is tiie company software design product mbi ? Packaged □  Custom □



SECTIONE
Please answer thefollowin, 

1. What were the sales at

3. What were th^number of employees at tmanciai year ena lor eacn year smce lounamg

1988 - 1-5 □  6-10 □  11-15 □  16-20 □  21-50 □  51-100 □  101-150 Q  151+Q

1989 -  1-5 □  6-10 □  11-15 □  16-20 □  21-50 □  51-100 □  101-150 Q  151+ Q

1990 -  1-5 □  6-10 □  11-15 □  16-20 □  21-50 □  51-100 Q  101-150 Q  151+ Q

1991 -  1-5 □  6-10 □  11-15 □  16-20 □  21-50 Q  51-100 Q  101-150 Q  151+ Q

1992 -  1-5 □  6-10 □  11-15 □  16-20 □  21-50 Q  51-100 Q  101-150 Q  151+ Q

1993 -  1-5 □  6-10 □  11-15 □  16-20 □  21*50 □  51-100 Q  101-150 Q  151+ Q

1994 -  1-5 □  6-10 □  11-15 □  16-20 □  21-50 Q  51-100 Q  101-150 □  151+ Q

1995 - 1-5 □  6-10 □  11-15 □  16-20 □  21-50 Q  51-100 Q  101-150 □  151+ □

1996 - 1-5 □  6-10 □  11-15 □  16-20 □  21-50 Q  51-100 Q  101-150 □  151+ □

ossification questions: (Place a tick / where appropriate - all information is strictly confidential and imtraceable).

1988 ($ m ) 0-5 0 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1989 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101 + □

1990 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1991 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1992 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1993 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1994 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1995 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101+ □

1996 ($m ) 0-5 □ 6-10 □ 11-15 □ 16-20 □ 21-25 □ 26-50 □ 51-100 □ 101 + □

-        _
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FIGURE B.l - U.S. Survey : Structure/Strategy Matrix (Firms Classified Against Industry Averages)
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FIGURE B.2(a) - U.S. Survey j  Structure/Strategy Matrix (Firms Classified Against In ^s tty  Averages) At "Start-Up"
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FIGURE B.2(b) - U.S. Survey : Structure/Strategy Matrix (Firms Classified Against Industry Averages) "Now"
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FIGURE B.3 -U .S. Siirvey : Structure/Strategy Matrix (Firms Classification)
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FIGURE B.4 - Irish Survey : Structoe/Strates^ lV l̂Tix (Firms Classified Against Industry Averages)
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FIGURE B.5(a) - Irish Survey : Structur^Strategy Matrix (Firms Classified Against Industry Averages) At "Start-Up”
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FIGUR^B.5(b) - Irish Survey : Structure/Strategy Matrix (Firms Classified Against Industry Averages) "Now"
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FIGURE B.6 - Irish Survey : Structure/Strategy Matrix (Firms Classification)
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