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ABSTRACT

Marketing and entrepreneurship may be described as being both sides of the same coin. Both are
different and yet similar. While their focus may differ, both need to co-exist in a firn as thev
complement and overlap each other. However, the extent of the overlap will depend on contextual
issues such as the type of economic, the stage of economic development, the tvpe of cntrepreneurial

activity pursued and the strategic orientation of the firm.

This research study explores the extent of the marketing-entreprencurship interface in small and
medium size enterprises (SMEs) in Singapore. The choice of Singapore as the context is highly
relevant for three main reasons. First, no similar study on Singapore has been done before. Second,
Singaporc has achiecved much since her independence in 1965 and is excellent example of a
successful mixed economy and relatively well-developed economy in Asia. Third, continuing efforts
by the government to ‘remake’ Singapore by fostering entrepreneurship makes it a highly suitablc

context.

A hybnd of qualitative and quantitative research approaches were used in this research study. The
findings of this study indicate that while marketing ornentation and entrepreneurial orientation are
clearly related, entrepreneurial orientation appears to be more important than marketing onentation
in contributing to the firm’s overall performance. This does not mean that marketing is less
important to the SMEs; it means that all things being equal, an entrepreneunal orientation may be

more crucial to the firm’s performance.

This study also confirms the importance of entrepreneurship if Singapore is to continue to succeed
into the future. The low-cost competitive advantage that Singapore had enjoyed in the past is being
croded as other countries in the region catch up with lower costs. Foreign Multinational Corporations
(MNCs) now have many other choices of countries to invest in. Furthermore, Singaporc’s small
population of 4 million means that there is no critical mass to provide a ready market for these
MNCs. This rescarch rcinforces the need for politicians, policy planners and firms to give greater

support to promoting entrepreneurship



Chapter 1
Introduction

1.1 Introduction

The main purpose of this chapter is to discuss the context of Singapore as the background for this
research on the extent of the marketing-entrepreneurship interface in the small and medium size
enterprises (SMEs) sector. Singapore’s progress as a unique mixed economy since independence
in 1965 provides an ideal and relevant backdrop for such a study. In addition, its small size and
ongoing efforts to re-invent itself in the face of new and more severe challenges in the new
century makes it a suitable context for this study. An overview of the key arguments, the
research questions, the importance of the research and its main contributions will also be

discussed.

Since its independence in 1965, Singapore has made tremendous progress terms of its economic
development and this has translated into tangible achievements and dramatic changes in its
economic and social landscapes. These outstanding achievements have been well documented
and widely recognized in the literature. (Saw & Bhathal [eds] 1981; Pang, 1981; Chen [ed] ,
1983; Lee & Low, 1990; George, 1992; Toh & Low, 1993; Low, 1993; Huff, 1994; Low & Lim,
1997; Han, et al., 1998; Toh & Tan, 1998; Low, 1998; Lee, 1998; Lam & Tan [eds], 1999; Lee,
2000; Vasil, 2000; Lim, 2001; Reynolds, 2002; Peebles & Wilson, 2002) To this day, it has
remained a classic example how a small country without natural resources of its own or a large
hinterland for its economic output has achieved double-digit economic growth for many years.
With a small population and thus no critical mass of its own, Singapore’s economic policies from
the beginning was to ensure its survival by looking outwards beyond its domestic markets. One
key factor for its astounding economic success has been strong political leadership with a highly
paternalistic approach to economic development supported by a population that has been a
willing party to this arrangement. (Vasil, 2000; Peebles and Wilson, 2002) In the 1990s,
however, double-digit growth began to give way to declining single-digit growth due to a
rapidly changing environment where the competitive advantages of Singapore have been eroded.
Other countries in the region had begun to catch up by pursuing similar economic strategies
while offering relatively lower costs to foreign investors. Against this background, the
government has felt a growing need to move from an orderly paternalistic approach to a more
hands-off approach in economic planning and development that encourages SMEs and the

population in general to be more entrepreneurial. SMEs must develop and market products and



services to the global markets on their own instead of relying on the government always for
leadership and guidance. (Lim, 2001; Peebles & Wilson, 2002; Reynolds, 2002). Ultimately, the
solution to Singapore’s woes lies with individuals willing to move out of their comfort zones and
start taking risks.(Elegant, 2003). Prime Minister Goh Chok Tong has also stated that if
Singapore is to become a place where people can fulfill their aspirations, where they can explore
many different things, it will no longer make sense for the government to always control and

regulate every activity. (The Straits Times, 15 July 2003)

Section 1.2 discusses the recent and ongoing public discussions by the political leadership , the
business community, the academic community and others on the need for a more entrepreneurial
culture in Singapore. Since its independence in 1965, Singapore’s economy had been primarily
driven by foreign investments from Multinational Corporations as well as Government-linked
Companies (GLCs). However, while this strategy had been highly successful in the past, the new
economy today requires a different approach, one that is less structured and dependent on
government initiatives, one requiring a greater degree of local entrepreneurship amongst

individuals and companies.

Section 1.3 discusses the role of government in promoting entrepreneurship as an engine in
developing the country’s economy. For some time now, the government has recognized the need
to move away from a highly structured top-down form of economic planning. Since
independence, it has been largely government entrepreneurship that has created modern
Singapore. However, in the present environment, the entrepreneurial buzz must come from
individuals and companies. The various measures undertaken by the government to promote such

a mindset are discussed in this section.

Section 1.4 provides a description of various studies indicating a general decline in
entrepreneurship in Singapore over the years and a discussion on the possible reasons for this
phenomenon. Some people attribute the decline to the education system which emphasizes
structured thinking and academic results and which discourages individualism and risk taking.
Others blame the traditional Asian culture which favours scholarship and high positions in
traditional careers. Yet others blame government policies which reward the intellectual elite
resulting in an entire generation who see good examination results as the key to a stable career

and a secure future.



Section 1.5 discusses the specific efforts made by government and the private sector to bring
about a change in mindset and a return to a more entrepreneurial culture. These efforts include
government adjusting and changing regulations that may stifle entrepreneurship as well other
efforts to give recognition to enterprises and entrepreneurs. One major result of these efforts is

the appointment a minister with cabinet rank to champion the promotion of an entrepreneurial

culture in Singapore.

Section 1.6 discusses the link between entrepreneurship and marketing and the key arguments
and research questions. It could be argued that entrepreneurial success is dependent on a
marketing orientation and vice-versa and one without the other is inadequate for eventual success
in the marketplace. Thus, the marketing-entrepreneurship interface is an area that requires further
research. The key arguments relate to the co-relationships of the marketing-entrepreneurship
interface to the firm’s performance. In this connection, some key research questions will also be

discussed.

Section 1.7 discusses the importance of this particular research and its contributions. Although
marketing-entrepreneurship interface as a research area has been undertaken for some years,
specific research into the interface in the context of an economy like Singapore has been limited.
This research has made important findings with regard to the importance of the marketing-
entrepreneurship on the SME’s performance in the context of a developing economy. Many such
researches focus on the interface in relations to innovation, the learning organization, buying
behaviour, supply chain management, and others. Given the ongoing emphasis on developing an
entrepreneurial culture in Singapore, this research has potential for making major contributions to

government policy making as well as to academic study.

Section 1.8 provides an overview of the research methodology used in conducting this research.
The use of a two-stage process is explained and justified. First, in-depth interviews are conducted
with 16 entrepreneurs to clarify their understanding of issues and the questions that might be
used in the survey questionnaire in the second stage of the process. Based on the in-depth
interviews, issues and terms were further crystallized and these were taken into consideration

when preparing the questionnaire to be used in the second-stage of the research process.

Section 1.9 provides an outline of the organization of the thesis. A brief overview of each of the

ten chapters is provided.



Section 2.0 concludes with a summary of Chapter 1 and an indication of what could be expected
in Chapter 2.

1.2 The Need For A More Entrepreneurial Caulture.

Since the early 1990s, Singapore’s political leaders have openly spoken of the need to instill a
spirit of risk-taking and entrepreneurship in the population. After nearly four decades of micro-
managing the people to create one of Asia’s most disciplined societies , it now needs to undo
some of the collateral damage done by that state-directed ‘nanny’ capitalism. Critics claim that
Singapore’s education system , known for its emphasis on mathematics and the sciences, is partly

to blame for a culture that discourages free thinking and instills a fear of failure. (Saywell and
Plott, 2002)

In his speech during the 8" Singapore Business Awards on 8 January 1993, Senior Minister Lee

Kuan Yew lamented on the lack of entrepreneurship in Singapore:-

Something is missing, either a sense of adventure or a compelling need to make more
money.....I fear the entrepreneur is both born and also made by circumstances. We
cannot change how people are born but we can and must change our circumstances to
help encourage more Singaporeans to emerge as entrepreneurs (http:/business-

times.asial.com.sg/mnt/SBA/)

This theme was reiterated during the inaugural Ho Rih Wah Leadership in Asia lecture organized
by the Singapore Management University and held on 5 February 2002, when Senior Minister
Lee Kuan Yew again discussed the lack of entrepreneurial culture in Singapore. In this speech,
he suggested that although “few are born entrepreneurs, and not many will succeed”, there is
such a thing as an “entrepreneurial culture in a society that encouraged many to try to succeed
in business.” . The factors that have led to this lack of entrepreneurial spirit may be due to
culture and circumstances. Traditional Chinese culture has always valued first, the scholar “shi”,
second, the farmer, “nong”, third, the worker, “gong” and fourth and last, the merchant,
“shang". Although this is the social hierarchy of an agricultural society, much has not changed
in popular culture in countries with predominant Confucian culture, including Singapore.
However, Singaporeans can slowly change their mindset with changing values and
circumstances. Being a young society of immigrant stock, the values and culture are not too

deeply imbedded. According to Senior Minister Lee, the new values which might foster



entrepreneurship could be modeled on the four salient features of American society, namely: (a)
a national emphasis on personal independence and self-reliance , (b) respect for those starting
new businesses, (c) acceptance of failure in entrepreneurial and innovation efforts and (4)

tolerance for a high degree of income disparity. (The Straits Times, 6 Feb 2002).

In a symposium in Japan on 5 June 2003 organized by leading business daily Nihon Keizai
Shimbun, Senior Minister Lee Kuan Yew stated that in general Asians raised largely in

Confucianist societies tend to have a problem thinking outside the box:-

This is a problem for all Confucianist societies. We were very good at the mass
production level. We produced people who could organise big regiments but we did not

produce the maverick generals and this is the period that we must do that. (Straits Times,
6 June 2003)

However, this view on Singapore’s poor level of entrepreneurship has not been fully shared by
all. In the 1999 budget debate in Parliament, the then Minister for Information and the Arts
Brigadier-General George Yeo stated that the entrepreneurial spirit is in the blood, the history
and culture of Singaporeans and that he was not concerned about the lack of entrepreneurial drive
here. According to him, the government’s role is to ensure that Singapore’s rules and regulations
better enable this entrepreheurial spirit to come forth in the new high-tech knowledge economic

setting. (Straits Times, 13 March 1999)

The need to develop local entrepreneurship has also been suggested by Koh (1987), who argues
for this on several grounds. One argument is based on the desire to reduce ‘excessive’
dependence on foreigners as the source of one’s livelihood. The local entrepreneur is also likely
to be “more ‘committed’ to the economy, less footloose and show greater stability in his
investment pattern than the average foreign investor who may be here today, and gone
tomorrow”(pp. 89) . Another argument is based on the political objective that growth should be
for Singaporeans. If the growth objective is narrowly defined to be that of increasing GNP rather
than GDP, then to the extent that local entrepreneurs’ income go into GNP while foreigners’
income do not , “encouragement of such entrepreneurship would , other things being equal,

enhance GNP." (pp 90).

Indeed, entrepreneurship has clearly been identified as “a key factor in reinventing our economy

as Singapore struggles to make sense of the world's changing business climate and to find our



niche therein.” (Buenas, 2003) However, even if the need for a more entrepreneurial culture is
clear, it is one thing to point this out and quite another to do something about it. Whether it is the

role of government to reverse such a trend is an issue that needs to be explored.
1.3 Government’s Role in Promoting Entrepreneurship

In its 1999 report, Global Entrepreneurship Monitor (GEM) had stated that “promoting
entrepreneurship and enhancing the entrepreneurial dynamic of a country should be an integral

element of any government’s commitment to boosting economic well-being.” (The Straits Times,
23 June 1999)

According to Hall (2002), developing countries do not have enough SMEs relative to the
population. In most developed economies, there is one active entrepreneur managing an SME for
every 20 people. However, in the developing economies in APEC , the average is one in every
124 people. In Singapore, although there are slightly over 100,000 SMEs, comprising 92% of
total establishments, employing 51% of the workforce and generating 34% of total value added.
However, their productivity is only half that of the non-SME establishments. (SME 21,
www spring.gov.sg; The IFER Report, July 2002.). SMEs face structural weaknesses which lead
to their poor productivity performance. These weaknesses include: (a) weak entrepreneurial
culture, (b) insufficient management know-how and professionalism, (c) shortage of professional
and technical manpower, (d) insufficient use of technology, () outmoded, unproductive methods
of operation , (f) limited ability to tap economies of scale, (g) small domestic market.(SME 21,
www.spring.gov.sg). Many of these problems ,however, are not unique to SMEs in Singapore,
but are also faced by SMEs in other countries as well. (Wickham, 1998; Bridge, et al., 1998;
Asian Productivity Organisation, 2002; Beaver, 2002; Tan, 2002; Schaper, 2003)

On 27 March 2000, Deputy Prime Minister Tony Tan said in a wide-ranging speech that the
government would have to revamp its way of doing things in the face of rapidly changing
conditions. When Singapore started to industrialise in the 1970s, changes were gradual and
incremental. In such a situation, Singapore constructed an economic engine based on political
stability, good infrastructure, a disciplined workforce and openness to muiti-national
corporations. This strategy had provided the country with above-average economic growth for
the last 30 years. However, the present circumstances are very much different.  The Old
Economy is now replaced by the New Economy and Singapore is faced with the dilemma of how

to navigate from the old economy with which it is familiar to the unfamiliar new economy. In



this new environment, speed and nimbleness in seizing market opportunities would be critical.
The presence of entrepreneurial talent is crucial. In essence, three key changes are required: (a)
new ways of promoting growth, (b) new ways of paying workers, and (c) new labour practices.
(Straits Times, 28 March 2000). Later, Dr. Tony Tan suggested that government must take the
lead in developing entrepreneurs. Non-intervention might work in Silicon Valley, but not in
Singapore . According to him, “once the government leads, the private sector will Jollow, then

the government can step back.” (Straits Times, 26 July 2000)

This new government position was also stated by Deputy Prime Minister Lee Hsien Loong when
he spoke at the New Economy conference organized by the Economic Development Board
(EDB). According to him, “we must create an environment where an individual's success
depends on his own efforts and abilities, rather than on largesse from the state.” However, he
acknowledged that direct government programmes to develop enterprise play only a secondary
role and stated that “a primary factor is whether we have the talent — people with the ideas, the
dynamism and the risk-taking spirit to venture forth, seize a market opportunity and operate a

businesses.” (Business Times, 3 August 2001)

This need to change the mindset of Singaporeans was re-iterated by Deputy Prime Minister Lee

Hsien Loong in an interview with the Far Eastern Economic Review. (Saywell and Plott, 2002) :-

...we talk about promoting entrepreneurship and getting people to have a mindset that
you don't just want to be an employee but you should start out, do something, take risks
and grow a business, not just in Singapore but in the region and internationally. That's a

mindset issue. It’s also a talent issue.(pp 49)

In his National Day Rally address on 18 August 2002, Prime Minister Goh Chok Tong said that
Singapore can become an entrepreneurial society. However, to achieve this , Singapore needs to
develop a creative as well as culturally vibrant environment. In addition, it must continue to
revamp the education system to foster an entrepreneurial spirit among the young According to

him:-

To support our entrepreneurs, we need to develop an overall environment that
encourages people 1o discover , create and experiment. (The Business Times, 19 August
2002)



The main argument here is that entrepreneurial instincts and skills can be developed from young,
which is why Singapore has begun restructuring its educational curriculum and methods of
teaching to produce students who can think creatively and unconventionally. Thus , many
schools and some junior colleges have started Young Enterprise Clubs. The National University
of Singapore (NUS) has set up NUS Enterprise while the Nanyang Technological University
(NTU) has its Nanyang Technopreneurship Centre.

In the inaugural Singapore Innovation Award 2001 presentation on 16 Nov 2001, Prime Minister
Goh Chok Tong stated that Singapore need not start from scratch in its quest to become an
innovative nation. After all, Singapore had found innovative solutions in the past. For example,
Singapore has no oil fields but is the world’s third-largest oil-refining centre. Although it is land
scarce, it has managed to reclaim seven off shore islands to form a world-class chemical hub on
Jurong Island. However, five elements are needed for Singapore to become more innovative and
these are: (a) talent, (b) an innovative mindset, (c) tolerance of failure, (d) and understanding of

global market needs and (e) inspiring role models. (New Paper, 17 Nov 2001)

It is clear that the government is not only frank and open in recognizing the problems associated
with a declining entrepreneurial culture, but is acute aware that it needs to provide leadership to
reverse the decline. This includes providing a helping hand whenever needed. The EDB declared
that in its new push to grow industries in the New Economy, both multinational corporations
(MNCs) and small and medium enterprises (SMEs) will be equal in the eyes of the EDB.
(Business Times, 3 August, 2001). In September 2001, a new S$50 million government fund to
help start-ups was announced. According to Deputy Prime Minister Tony Tan, this new Start-up
Co-Financing Scheme had been set up to “foster entrepreneurship, risk-taking and innovation
activities in Singapore”. The EDB would match dollar for dollar any seed funding raised by a
strat-up from the private sector. (Straits Times, 19 September, 2001). Indeed, SMEs borrowed
S$360 million from the government in 2000 to grow their business — a sign perhaps that the
entrepreneurial spirit had been resuscitated. (Straits Times, 4 February, 2001) In May, 2003 the
Operation and Technology Roadmapping (OTR) programme was announced. Under this
initiative, public sector technology experts are sent into growing small and medium size
enterprises (SMEs) peer into the future and identify needs for the next five years. Modeled after
the OTR programme started by the University of Cambridge in the UK, the scheme was designed
to help firms identify the right products and services and then have in place the necessary
technologies to deliver these things. The programme is co-ordinated by the Agency for Science,

Technology and Research (A*Star) and subsidized by Spring Singapore's Local Enterprise



Technical Assistance Scheme. The OTR scheme is the latest component of the multi-agency
Growing Enterprises with Technology Upgrade (Get-Up) campaign. So far, some 32 scientists
have been seconded to SMEs under another Get-Up scheme. (Straits Times, 30 May, 2003)

Dr. Thomas Emerson, director of the Donald J. Jones Centre for Entrepreneurship at Carnegie
Mellon University has suggested that the need for entrepreneurship is clear, as entrepreneurs
constantly drive out inefficiencies in markets and drive new techniques and technologies into
society. According to him, efforts must be made to remove the stigma of failure in cases where
entrepreneurs fail in their ventures. At the same time, “Singapore needs to focus on building the
infrastructure to encourage and support successful entrepreneurship and to reward and
recognize that success”. (Buenas, 2003) Certainly, it is evident that strategic vision and words of
encouragement have been backed by concrete measures to ensure that the decline in
entrepreneurial decline in Singapore will in time be arrested before it is too late. What remains to
be seen is the long-term results of this major overhaul effort to change mindsets and bring about

economic revival through a more vibrant entrepreneurial culture.
1.4 The Decline in Entrepreneurial Drive

The 2000 Global Entrepreneurship Monitor (GEM) reported that Singapore has one of the lowest
scores in the total entrepreneurial activity(TEA) index, with a score of 2 , just ahead of Japan (1)
and Ireland (1). This compares most unfavourably with Brazil (16), South Korea (14), United
States (13) and Australia (11). In its report, GEM states that despite higher than average GDP
growth, Singapore has one of the lowest rates of entrepreneurial activity , probably because of
“the high dependence of Singapore’s economy on the external sector.” (Business Times, 17

January 2001; Asian Entrepreneur, March-April, 2001).

A survey conducted by Babson College throughout 2001 found Singaporeans scoring poorly in
entrepreneurial spirit. Singapore ranked 27™ among 29 countries in terms of entrepreneurial
activity. As few as 5% of Singaporeans between the ages 18 and 64 were involved in establishing
a new business. Japan and Belgium ranked below Singapore, but other countries fared better,
including Britain , India, Canada, the United States , Korea and Australia (The Straits Times, 4
Dec 2002)

In another survey of entrepreneurship in 37 countries run by United States-based Babson College

and the London Business School — and carried out in Singapore by the Centre for



Entrepreneurship at the National University of Singapore, it was found that University graduates
here are less likely to start new business ventures compared to students who are educated no
further than secondary school level. One in 10 junior college graduates take the entrepreneurial
plunge compared with just one in 25 university or polytechnic graduates. According to Prof.
Wong Poh Kam at the Centre for Entrepreneurship, “this lack of entrepreneurial propensity
among Singapore university graduates is totally at odds with other countries where it is
university graduates who are most likely to start up a new business.” The survey found that
social and cultural attitudes such as fear of failure still deter many Singaporeans from striking out

on their own. (The Straits Times, 15 Nov 2002)

The reasons why Singapore can be such an outstanding success in economic development and
yet remains relatively lacking in the world league of entrepreneurship, to which Chinese overseas
communities have historically contributed significantly, can be attributed to Singapore being a
“catch-up capitalism” as apposed to the “pioneer capitalism” of other more entrepreneurial
societies (Hampden-Turner & Tan, 2002). So long as Singapore was catching up, the values and
qualities it possesses serve it well such as: right first time, abstract thought, excellence
predefined, hard sciences, early developers, and opportunities seized. However, now that
Singapore has hit the front, the creativity and innovation of pioneer economies are sorely needed
such as: erring and correcting, concrete operations, excellence redefined, softer sciences, late
developers, and disadvantages overcome. According to Hampden-Turner and Tan (2002) several
action steps need to be taken to reconcile these contrasting values and turn Singapore into a

pioneering culture.

Haley (2003) suggests that the Singapore government has enjoyed “an outstanding record of
success based on its ability to attract MNCs and corresponding capital”. Consequently , the
“socially re-engineered Singaporean culture appears hierarchy , disciplined, authoritarian, and
a showcase for technocratic management.” One result of this is “a diminishing ability to
produce creative, innovative and productive workers for the knowledge economy and the MNCs
that dominate it.” This implies that since independence in 1965, the top-down economic
planning and strict emphasis on social order and discipline has produced an entire generation of
people whose entrepreneurial drive and individualism have been severely impaired. The tight
controls necessary in the early days of double-digit economic growth have now become a
stumbling block and a major change in mindset backed by gradual loosening of controls appear

inevitable if the entrepreneurial spirit is to be rejuvenated.
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Many people also blame the education system for the lack of entrepreneurship in Singapore
(Saywell & Plott, 2002). However, according to Senior Minister of State for Education Tharman
Shanmugaratnam, the reasons may lie much deeper. He offers two key legacies inherited by
Singaporeans as the underlying causes. One is the British education system which is traditionally
geared towards producing an elite to run the country and the financial hub. The other is the long-
standing East Asian tradition that places scholarship above all endeavours. Thus alternative
routes to success were given little respect. However, the tide may be changing as a new
generation of Asian entrepreneurs is emerging from the Asians returning from the United States
who “carry with them some of the American spirit of seeing failure as a pathway to

success ”.(The Straits Times, 7 Sept 2002)

Some feel that although the government recognizes the need to retool the economy, this is being
held back by the country’s excessive saving rates. They argue that one way to unleash the
entrepreneurial forces is to free up and redirect some of the huge pools of capital held by both the
government and individuals. Singapore has huge fiscal surpluses which even the International
Monetary Fund (IMF) considers as being well in excess of what the government needs. The
country’s gross savings rate of 51.5%, including the fiscal surplus and the national pension
scheme, is the highest in the world. Some economists suggest that running current account
surpluses of more than 20% of GDP means that Singapore is in effect “exporting 20% of its
savings to other countries which would be better off deployed domestically.” (Saywell & Plott,
2002)

Many suggest that the predominant involvement of Government-linked Companies (GLCs) in
businesses is a major reason for the decline in entrepreneurship in Singapore. They argue that the
very existence of such companies discourages the emergence of a vibrant private sector. Through
its investment arm, Temasek Holdings, the government holds significant stakes in almost every
major business sector — from ports, banks, airlines, telecoms, media, shipping and utilities. The
government argues that these are well-run commercial entities. (Peebles & Wilson, 2002;
Saywell & Plott, 2002) While some argue that these GLCs are crowding out the smaller local
SMEs, others hold the view that they have a crucial role to play as in terms of capital, experience
and talent, they are better equipped than SMEs to help Singapore compete globally. Krause
(1987) has offered 3 explanations for government enterprises : as a carry-over from colonial
administration, as a response in meeting specific needs such as those created by the Ministry of

Defence, as in the case of new ventures, to encourage investors to take the plunge.
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Others are of the view that the SMEs have to address their own inefficiencies instead of blaming
the GLCs for their woes.(Straits Times, 28 August 2002). In a research on GLCs’ performance ,
UOB Kay Hian found that GLCs which generate more than 60% of their sales domestically and
are reliant on one key domestic customer have far superior Return on Equity (ROE) than the
average GLC. Examples of such GLCs are Singapore Food Industries, Singapore Airport
Terminal Services , SIA Engineering and ST Engineering. (Business Times, 8 July 2003).
Perhaps, this might lend credence to those who argue that GLCs in Singapore do indeed
monopolize the domestic market and in the process squeezing out potential local entrepreneurs.
Krause (1987) has pointed out that the greatest need is not for the government to sell existing
enterprises to the private sector, but for having less government control over the economy. This
can come about “through the government restraining itself from absorbing new investment
opportunities , and by encouraging local private entrepreneurs to do the investing instead.” (pp
126). On the other hand, prominent businessman Kwek Leng Beng has expressed the view that
local SMEs need to develop their own 3 C’s — Character, Capital and Capacity — adding that
“War or peace, good times or bad times, if you look hard enough, there are always
opportunities.” Speaking at the International Small Business Congress (ISBC) 2003 , he added
that , “Singaporeans have been too well looked after. This is the time for them to face the
challenges, and try to do it on their own, instead of the Government always helping — you must

let the crying baby cry!” (Streats, 23 September 2003)

Nevertheless, in an interview, Mr. Raymond Lim. Minister of State in charge of championing
entrepreneurship, pointed out the government’s seriousness in the current drive to promote
entrepreneurship by accepting the “yellow pages” rule recommended by the Economic Review
Committee’s subcommittee on Entrepreneurship and Internationalisation which he chaired. This
rule advocates that whenever a particular product or service is in the yellow pages — that is,
produced by the private sector — the government should not produce it.(Khanna, 2003). However,
the government can only create the conditions that foster entrepreneurship and the rest will be up
to aspiring entrepreneurs. In a lecture to students at Raffles Institution on 2 May 2003, Mr.
Raymond Lim said that the government can help clear road blocks for motorists, but the onus is
on them to pay for the petrol. In the same way, hopeful entrepreneurs should not look to the
authorities for cash handouts to start a business. He added, “If you want the Government to give
you cash before you decide to take the plunge, don't become an entrepreneur. What the
Government can provide is training and infrastructure.” (The Straits Times, 3 May, 2003). It is
clear thus that while the government is prepared to provide incentives and create a conducive

environment for entrepreneurship to blossom and thrive, it will not provide cash handouts for
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entrepreneurs to start businesses. To further spur entrepreneurship, another initiative was
launched on 26 May, 2003. Called the Action Community for Entrepreneurship (ACE) . it
comprises some 20 prominent businessmen and professionals backed by a high level multi-
agency public sector secretariat, the platform will help foster a culture of enterprise build a
business-friendly environment. According to Mr. Raymond Lim, “the aim of ACE is to rekindle
the spirit of enterprise — a society where people are quick to seize opportunities , take risks and
make a difference , create something new, in whatever they do.” (The Business Times, 27 May

2003). As part of the ACE programme , five key initiatives were launched:-

e BlueSky Evening — monthly get-together for entrepreneurs and wannabees to network
and meet bankers, venture capitalists, angels, consultant, etc.....

e Skylight Chat — roundtable with ACE members; part of BlueSky Evenings

e Entrepreneurs’ Speakers Circuit — roadshow to spread the message among civil
servants, students and general public

e Entrepreneur Home Office Scheme — business start-ups at home

e Action crucibles

In addition, five teams were formed to identify project areas and implement them. The five focus

areas are:-

e Rules

e Financing

e Culture

o Global Entrepreneurial Executives

o Intellectual Property

These efforts are indicative of the seriousness with which initiatives are introduced and

implemented.

After being at the bottom of the Global Entrepreneurship Monitor (GEM) index for two years,
improvements began to show in the 2002 report, which ranked Singapore 22" out of 37
countries. It could be that earlier efforts to promote innovation and encourage entrepreneurship
may be bearing fruits. (Today, 6 Feb 2003). Perhaps, this might be the beginning of a new trend
in terms of efforts to foster an entrepreneurial culture in Singapore. However, although this is an

improvement over the 2001 report when Singapore was ranked 27" out of 29® countries in terms
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of entrepreneurial activity, the country is still below par. In terms of total entrepreneurial activity
(TEA), Singapore had an index of 5.9 compared with the worldwide average of 8. This means
that only 5.9% or 188,000 of Singapore’s 3.19 million workforce is involved in entrepreneurial
activity, against 8% worldwide. (The Business Times, 24 July 2003)

1.5 Government and Private Sector Initiatives to Foster Entrepreneurship.

The government’s efforts to foster entrepreneurship in Singapore can be seen from different

perspectives.

It has made several efforts to examine rules and regulations which stifle entrepreneurship and
established panels and committees to seriously explore ways to move forward. One example is
the initiative called Pro Enterprise Panel (PEP) set up by SPRING Singapore in August 2000 to
champion small businesses by looking into red tapes which hinders enterprise. The panel is
chaired by the Head of the Civil Service and comprises top civil servants as well as businessmen,
including the Head of the Economic Development Board (EDB). It invites groups from the
business community — industry by industry , and the chambers of commerce — to discuss how
their companies’ operations have been stifled by government red tape and how things could be
improved. To-date, PEP has handled 500 specific complaints, with about half resulting in rule
changes. (The Business Times, 8 Feb 2003)

Against this backdrop, the government established the Economic Review Committee (ERC). One
sub-committee formed was the Entrepreneurship and Internationalisation Sub-committee (EISC)
which released its report on 15 September 2002. In its report, the EISC made several key
recommendations to relax rules and regulations in order to encourage entrepreneurship to

flourish. Ten of the key recommendations are as follow (Table 1.1):-
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® Impose ‘sunset’ rule on all business licenses. Regulators must rejustify licenses
periodically.
Reset license fees to recover costs rather than maximize revenue.
Allow Housing & Development Board (HDB) to be re-mortgaged or sub-let to help
entrepreneurs raise capital.

e Encourage cash-flow-based and other forms of non-collateralised financing for
companies.

Set up private equity exchange

Free up Central Provident Fund (CPF) balances above a level sufficient for basic
retirement needs.

e Make entrepreneurship education non-examinable activity in schools. Include business
projects in curriculum.
Attract top global entrepreneurs to serve as mentors and company board members.
Revamp scholarships so that private sector gets its fair share of talent.
Stop Government-linked Companies (GLCs) from performing ‘national service’ and
ensure they are run commercially. Non-strategic businesses to be divested.

Table 1.1 Summary of EISC Recommendations
Source: Business Times, 14-15 Sept 2002

The Economic Review Committee (ERC) released its final recommendations on 6 Feb 2002. In
its report to the cabinet, the committee proposed immediate measures to deal with the current
uncertainties as well as longer-term strategies to restructure the economy and turn Singapore into
a truly global city, thriving in a changed world. These longer-term strategies include: (a) expand
external ties; (b) maintain Singapore’s competitiveness and flexibility, (c) encourage
entrepreneurship, (d) promote twin growth engines of manufacturing and services and (e)
developing the people. (Streats, 7 Feb 2003; Straits Times, 8 February 2003, Today, 7 February
2003, Business Times, 7, 8-9 February 2003). The highlights of the ERC report may be
summarized in Table 1.2 below (Table 1.2):-

Vision 2018
o A globalised economy with diversified sectors, a creative and entrepreneurial nation.
e .Economy grows 3-5% a year
Immediate Issues: cut costs, stay competitive
e Press towards full economic recovery by 2004
e Defer any restoration of employers’ CPF rate beyond 36% by two years; progressive
increase to 40% thereafter
e But immediate phasing-in of:
- cut in salary ceiling for CPF rate contributions from $$6000 to S$5000
- alower employee CPF rate of 16% for those between 50 and 55 years, from 20%
now.
Appoint a minister to champion entrepreneurship.
Establish ministerial committee to lead drive to develop the service sector.

Table 1.2 Summary of ERC’s key recommendations
Source: Business Times, 7 February 2003

The ERC recommendations were accepted by the government in almost its entirety with some of

them to be implemented immediately while others would take time due to their complexity. This

15



was announced in the 2003 Budget speech by the Finance Minister on 28 Feb 2003. One
significant development was that a minister was immediately appointed to spearhead the
entrepreneurship drive.(Straits Times, 1 March 2003; Business Times, 1 March 2003).
Predictably, the minister appointed was Mr. Raymond Lim, Minister of State in the Ministry of
Trade and Industry and Chairman of the Economic Review Sub-committee on Entrepreneurship
(EISC). In an interview soon after his appointment, Raymond Lim stated that he planned to slash
unnecessary red tape, widen access to finance, and create a culture friendly to entrepreneurship.
Of these 3 obstacles, he feels that the third is paramount as there is a need to create a culture
where innovative ideas to create something that is different is encouraged and given space. In
this regard there is a clear line between a businessman and an entrepreneur as “it is not just a
question of you starting a company. It is actually much wider than that. It is the willingness to
pursue new ideas with the aim of trying to make a difference.” (Teo, 2003). While this has
generally been welcomed, some have cautioned the danger of the process becoming a format or
template. While cutting red-tape is correct in the short-term, it is also necessary to revise
wholesale formats and templates that give officials a sense of righteousness but actually block
their minds to worthy alternatives. (Endeshaw, 2003). However, a survey of 407 key decision
makers in SMEs has shown that they expect the recommendations of the ERC to have a positive

impact on their businesses and the economy (Straits Times, 31 October 2003).

During its 7™ meeting at around the same time, Economic Development Board (EDB)’s
International Advisory Council, a high-powered panel consisting of the world’s most powerful
CEOs, reaffirmed that Singapore could only survive the harsh economic reality if it transforms
itself into what they term as a ‘A Global Entrepolis’. This refers to a city jam- packed with the
globe’s best entrepreneurs. This will in turn generate jobs, greater investment and wealth. (Straits
Times, 1 March 2003, Straits Times, 2 March 2003)

In addition to tangible policies to ‘remake’ Singapore into a more entrepreneurial society, other
more intangible efforts like giving public recognition in the form of awards for deserving
entrepreneurs and business people. Such awards include: The Phoenix Award for entrepreneurs
who have overcome major business failures and emerged more successful; the Entrepreneur of
the year award and Women Entrepreneur of the year award by the Association of Small and
Medium size Enterprises (ASME), Businessman of the year award, Enterprise award, and
Outstanding Chief Executive award jointly organised by The Business Times and DHL
Worldwide Express since 1985. The Enterprise 50 award, jointly organized by Andersen

Consulting (now known as Accenture) and Business Times, and supported by the Economic
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Development Board since 1995, is a ranking of the 50 most enterprising, private-held local
companies in Singapore. It aims to recognize the spirit of enterprise and to acknowledge the
contributions made by local companies to Singapore’s growth and has become a list to watch.
(Enterprise 50 The Book, 1998). All these awards are designed to provide publicity, promote and
spark or ignite interest in Entrepreneurship as a career option. Indeed, the proliferation in
entrepreneurship awards and the like have prompted some critics to question the need for so
many of such awards which are of similar nature. Others however think that this is a good thing
as it underscores the growing social acceptance of entrepreneurs in Singapore. After all, not the
same entrepreneurs get honoured every time. (Today, 29 July, 2003; Business Times, 18 August
2003; Straits Times, 20 August, 2003)

In addition, the government has also encouraged universities, polytechnics and even schools to

be more pro-active in fostering the spirit of entrepreneurship amongst students.

In a unique experiment to nurture entrepreneurship , the National University of Singapore has
introduced a programme called NUS Enterprise (International) , where a group of its most
promising students will be dispatched to Silicon Valley to spend a year working in a technology
start-up and attend classes at Stanford University. On their return, “it is hoped that this group of
students will form the basis of a new generation of technopreneurs who will help commercialise
the university’s untapped intellectual capital and bring new life to the Lion City’s economy”
However, not all agree that such experiment will be effective in producing potential
entrepreneurs. Universities can expose students to the idea, activity and opportunities for
entrepreneurship to flourish. They may even build support system such as incubators, business
plan competition, internships, and seed funding. However, these merely lower the initial hurdles
and at the end of the day, the individual still has to make the decision to become an entrepreneur.
(Anderston, 2002). Nevertheless, in May 2003, the National University of Singapore (NUS) set
up a new incubation centre in the heart of Silicon Valley to help local start-ups enter the US
market at a lower cost than they would otherwise have faced. This initiative by NUS Enterprise,
the entrepreneurial arm of NUS, costs US$ 80,000 (S$139,000) and six months to rent and set
up, will offer administrative support, secretarial services and all other office essentials. In
addition, it would also put new start-ups in touch with established entrepreneurs, including
Singaporean and American businessmen , and even help find suitable start-ups.(Straits Times, 31
May 2003; Today, 31 May-1 June, 2003). Budding entrepreneurs at the Nanyang Technological
Institute (NTU) have also been given access to a $Imillion fund, plus experts from Singapore

Technologies, to help them get a business off the ground. This initiative to nurture potential
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entrepreneurs is part of a tie-up with Singapore Technologies that will allow NTU students to
also attend lectures conducted by senior management staff from the government-linked
conglomerate. (Straits Times, 7 June 2003)

Polytechnics also have their own enterprise programmes. Examples include the EnterpriZe fund
which was set up at Ngee Ann Polytechnic to encourage full-time students with innovative
business ideas to start up and test their ideas in the marketplace. Nanyang Polytechnic reportedly
has an Entrepreneurship Programme Centre allowing staff to supervise students working on
projects and help bring them up to a cutting-edge standard or patent level. Singapore Polytechnic
will have a Centre for Innovation and Enterprise which will provide support to help students

realise their projects from conception to design of prototypes to the eventual marketing of the
product. ((Today, 26 May 2003)

Wang (2003), however, feels that all the efforts to remake Singapore is “only talking the right
talk, but not yet managing to walk the right walk. Planners are doing little more than tinkering
with the old model!” According to him, Singapore is still very much dependent on is geographic
location as a port and logistical hub. What Singapore needs to do is to shift its economy in the
direction of an abstract economy much like that in Los Angeles in the United States. In such an
abstract, innovation-economy, services and industries are lured to the city, not by its geography,
but by the fact that it is a fun place to be, the environment is pleasant and the atmosphere liberal.
People are drawn to such an environment because of its cultural diversity, receptiveness to new
ideas and its reputation for creativity and innovation. Although such unfettered freedoms are
clearly not readily and openly evident, it is obvious that the government is aware of the need to
loosen its grip on many aspects of life in Singapore. The real issue is the pace of relaxation of
rules and the parameters of the outbound markers which are acceptable by wider society in

general, and not just by the vocal minority.

Kassim (2003) also wonders whether the current measures taken are sufficient. For one thing,
Singapore’s neighbours are also turning to promoting local entrepreneurship to revitalize their
economies. Malaysia’s special economic package in May 2003 unveiled a slew of new schemes
backed by huge funds, to support small businesses, which are now being treated as new sources
of growth. Thailand is likewise pursuing a similar strategy. Another reason is that entrepreneurs
in Singapore often complain of lack of funding as a key problem they face. Yet, the irony is that
government support comes only when you have proven to be successful. However, the

government's position on this as stated by the Minister in charge of promoting entrepreneurship,
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Mr. Raymond Lim is that “the government should not be in the business of picking winners, but

it can serve as a market catalyst to improve chances of business in getting financing from the
market.”

Nevertheless, Singapore’s determined efforts to remake the economy by fostering a more
entrepreneurial culture may be starting to bear fruits. It shot back to second spot in the survey of
the world’s most competitive economies for 2003 conducted by the Swiss-based International for
Management Development (IMD). The annual survey examines dozens of criteria, from
economic growth to wealth and employment rates. In the revamped ranking system, Singapore
was placed second in competitiveness for countries with populations of less than 20 million. Last
year, Singapore was ranked 6™ , down from 3" in 2001, out of these smaller countries. (Straits
Times, 14 May 2003; Business Times, 17-18 May 2003.). The same study also rated Singapore
as the top spot for attracting the best talents, with a score of 8.246 out of 10. (Straits Times, 23
May 2003). A study by Prof Michael Porter published in the World Economic Forum’s
2002/2003 Global Competitiveness Report ranked Singapore 1% in Innovation Policy and 10®. in
National Innovative Capacity (Table 1.1):-

Innovation National Innovative
Policy Capacity
1. Singapore 1. United States
2. Israel 2. United Kingdom
3. Canada 3. Finland
4. Finland 4. Germany
5. Taiwan 5. Japan
6. Germany 6. Switzerland
7. United States 7. Sweden
8. Tunisia 8. Taiwan
9. Australia 9. Canada
10. United Kingdom 10. Singapore

Table 1.3 Country Ranking on Innovation Policy &
National Innovative Capacity 2003/2003
Sources: World Economic Forum’s 2002/2003
Global Competitiveness Report; Straits Times, 19 November 2003
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In a speech at the British Chamber of Commerce ‘s SME of the year awards dinner on 5 June
2003, the Entrepreneurship Minister Mr. Raymond Lim mentioned that the 11,000 foreign SMEs
in Singapore are testimony to just how attractive the country is as a launch pad for SMEs trying
to break into the region and beyond. These SMEs account for a tenth of all SMEs here,
contributing about S$21.7 billion or 17.5% of total value added for the commerce , service and

manufacturing sectors.(Straits Times, 6 June 2003)

1.6 The Marketing-Entrepreneurship Interface : its importance, key arguments and

research questions

The importance of entrepreneurship in the development of a nation’s economy is well-
documented. However, there is an argument that entrepreneurship needs marketing to be more
effective and vice-versa. To what extent marketing and entrepreneurship are intertwined and

inextricably linked is a matter of ongoing research. (Tzokas, et al, 2001).

Research interest in the marketing-entrepreneurship interest has been on-going since the 1980’s.
Although both disciplines have their own distinct research paths for a long time, it has been
recognized that there are many areas of commonality and convergence. Although there are both
differences and overlap in these two subjects, it has been suggested that the main differences are
between traditional marketing and pure entrepreneurship. Traditional marketing operates in a
consistent environment, where market conditions are continuous and the firm is satisfying clearly
perceived customer needs. Pure entrepreneurship, on the other hand, operates in an uncertain
environment, where market conditions are discontinuous and the needs of the market are as yet
unclear. (Collinson, 2002). However, this distinction may be too simplistic as the practice of

marketing and entrepreneurship are very much dependent on contextual issues.

Marketing and entrepreneurship have been described as being both sides of the same coin. Both
are different and yet similar. One cannot excel without the active presence of the other. While
the focus of both disciplines may differ, both need to co-exist in a firm as they complement each
other much like the Chinese concepts of the Yin and the Yang. However,, the degree of the
overlap will vary dependent on contextual issues as discussed in Chapter 4. Many other
variations to this theme have been proposed in the literature. (Murray, 1981; Morris and Paul,
1987; Nystrom, 1998; Miles and Arnold, 1991; Hills and LaForge, 1992; Carson et al, 1995;
Hills, 1994; Ennew and Binks, 1996; Foxall and Minkes, 1996; McGowan and Durkin, 2002;
Collinson, 2002; Stokes, 2002; Fillis, 2002) These are discussed in further details in Chapter.3.

20



The effects of entrepreneurial proclivity and market orientation on business performance have
also been well documented. There appears to be a direct relationship between firms which
display a high degree of entrepreneurial proclivity, ie, firms that are innovative, risk-taking and
proactive, and those that are highly market-oriented, ie. firms that foster intelligence generation
and dissemination and are highly responsive.(Matsuno, Mentzer & Ozsomer, 2002).
Furthermore, longitudinal studies have also shown that firms possessing higher levels of market
orientation, particularly in competitor orientation, national brand focus and selling orientation

tend to exhibit superior performance. (Noble, Sinha & Kumar, 2002)

A study on the marketing effectiveness of Singapore SMEs reveal that the better performing
firms tend to display 3 major categories of characteristics: (1) they adopt a serious marketing
orientation as a business philosophy, (2) they adopt a market-based organization structure, and

(3) they adopt marketing-related practices. (Ghosh, 1996).

Ghosh et al (2001) further explore the key success factors, distinctive capabilities and strategic
thrusts of top SMEs in Singapore and found that the strategy dynamics of these SMEs consist of

the following:-

e A committed, supportive and strong management team
e A strong, visionary and capable leadership

e Adopting the correct strategic approach

e Ability to identify and focus on market

e Ability to develop and sustain capability

e A good customer and client relationship

Approximately 60% of the companies surveyed were of the ‘Defender’ type organization
(typology from Miles and Snow, 1978) and the proactive type companies tend to place higher

importance on the following factors for excellent performance:-

e Satisfying customer needs

e Close working relationships between top management and employees
e Regionalization

e Leadership

e Availability of financial and technology resources and support
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In a study of the emerging economy in China, Liu, et al (2003) have found that there is a clear
link between market orientation and entrepreneurial orientation in a firm. Their findings indicate
that state-owned enterprises (SOEs) are largely market and learning oriented, with the emphasis
on corporate entrepreneurship. Enterprises with a higher level of market orientation are also more
entrepreneurial and learning oriented and also achieve a higher organizational performance

compared with those enterprises with a lower level of market orientation.

At the heart of marketing and entrepreneurship are both the practice of innovation and change,
identifying opportunities in the marketplace with growth potential and marshalling the resources
needed to exploit them. (Carson, et al, 1995). Creativity and innovative activity is at the heart of
any understanding of the nature of the interface between marketing and entrepreneurship. (Fillis,
2002; McGowan and Durkin, 2002). The interface can also be seen in from many other
perspectives , both at the philosophical level as well as at the functional level. (Hills and Laforge,
1992; Hills, 1994; Gardner, 1994; Cravens, wt al, 1994). Such an interface is not a static process
but rather a dynamic process which starts with the creative process. A creative management
approach which ties together economic , organizational and psychological elements will be
helpful in understanding the dynamic marketing-entrepreneurship interface in a strategic

management perspective. (Nystrom, 1998).

It could be argued that the elements of both an entrepreneurial orientation and a marketing
orientation are necessary for organizational success in the marketplace. As discussed earlier,
Murray (1981) had pointed out that marketing could well be the home of the entrepreneurial
process while Collinson (2002) argues that there are many areas of commonality and
convergence between the two disciplines. However, Teach and Miles (1997) suggest that while
entrepreneurship has not become a primary field in the discipline of marketing, entrepreneurship
is a growing and important area and should become incorporated fully into the domain of

marketing.

Studies by Ghosh (1996) and Ghosh, et. al. (2001) discussed earlier suggest that successful
SMEs in Singapore tend to be more market-oriented. However, these studies did not explore the
issue of the marketing-entrepreneurship interface and their impact on the firm’s performance.
The need for further research specifically into the marketing-entrepreneurship interface and its
linkage to performance in the SMEs sector is timely. This research hopes to improve

understanding of the extent of the relationships between marketing orientation and

22



entrepreneurship in the context of SMEs in Singapore. It will also contribute to the understanding

of the relationship between the marketing-entrepreneurship interface and the firm’s performance.

The key arguments that will be put forward relate to the relationships between the marketing-
entrepreneurship interface and the firm’s performance in the SME sector. Specifically, the
argument is that marketing orientation relates to entrepreneurial orientation and vice-versa. At
the same time, both orientations have an impact on the firm’s relative performance. However, the
extent of the marketing-entrepreneurship interface may be contextual upon the type of economic
system prevailing in the country, the stage of its economic development, the entrepreneurial
activities pursued and the strategic orientation of the firm. These key arguments are discussed in

further details and conceptualized in a model in Chapter 4.

On the basis of these arguments, the key research questions that will be tested will relate to the
extent marketing orientation and entrepreneurial orientation are correlated, and the extent to
which these two orientations in turn correlate to the firm’s performance. These questions are also

further hypothesized in Chapter 4.
1.7 Importance and Contributions of this Research

The marketing-entrepreneurship interface has been the subject of research for several years.
Murray (1981) was among the first to suggest that marketing may be ideal home to the
entrepreneurial process and as such there are many implications for marketing management.
Morris and Paul (1987) studied the inherent definitional and conceptual similarities between
marketing and entrepreneurship and supported the hypothesis that marketing orientation and
entrepreneurial orientation are positively related. Miles and Arnold (1991) had evaluated the
relationship between marketing orientation and entrepreneurial orientation and found that the
marketing orientation can exist independently and does not always need aspects typical of an
entrepreneurial orientation such as an organisation’s tendency to be innovative, accept risks and
act in a proactive manner. Furthermore, the entrepreneurial orientation can be developed in an
organisation based upon the dynamics of the environment, which supports the proposition by
Murray (1981) that the marketing function tends to act in an entrepreneurial manner when faced
with competitive environments. Since then, Hills and LaForge (1992), Hills (1994) and others
(Gardner, 1994; Carson, et al., 1995; Chaston, 2000; Lodish, et . al, 2001, Collinson, 2002) have
supported the validity of the concept of the marketing- entrepreneurship interface. Teach and
Miles (1997) suggest that while entrepreneurship has not become a primary field in the discipline
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of marketing, entrepreneurship is a growing and important area and should become incorporated
fully into the domain of marketing. According to Teach and Miles (1997), a large number of
marketing faculty recommend that marketing doctoral students should focus on entrepreneurship,
adding weight to the evidence that suggests that entrepreneurship may ultimately become a fully
accepted area in marketing. This view is shared more or less by Brush, et al (2003) who suggest
that doctoral education in entrepreneurship is at the nexus of a set of complex, sometimes
contradictory institutional forces. They further suggest that it is only through the development of
PhD-trained academics that entrepreneurship can achieve acceptance as an intellectually
substantive and rigorous disciplines because “the research training and academic placement of

entrepreneurship doctoral students will drive the next generation of breakthrough research™

Many of these researches over the years have argued that the marketing-entrepreneurship
interface has a positive influence on organizational performance. However, most of these studies
have explored the interface within the context of the western economy, in particular, the United
States (Morris and Paul, 1987; Miles and Arnold, 1991; Teach and Miles, 1997; Matsuno, et. el.,
2002) and Europe (Foxall and Minkes, 1996; Nystrom, 1998; Chaston, 2000; McGowan and
Durkin, 2002; Fillis, 2002; Stokes, 2002). Studies into the marketing-entrepreneurship interface
in small firms have also been based on the context of western economies. (Tzokas and

Kyriazopoulos, 2001).

Few studies have focused on the extent of the marketing-entrepreneurship interface on
organizational performance in the Asian context. . Liu, et. al (2002; 2003) have studied the
marketing-entrepreneurship-learning interface in China’s state-owned enterprises and found
these to be positively linked. Their findings indicate that those enterprises with a higher level of
market orientation tend to be more learning oriented and place greater emphasis on corporate
entrepreneurship. They are also likely to have better organizational performance than those

enterprises which are not marketing-entrepreneurship-learning oriented.

Siu and Martin (1992) have focused their study on the economic, non-economic and political
forces as impetus to the development of entrepreneurship in Hong Kong. Their findings indicate
that the future success of Hong Kong depends on fresh immigrant entrepreneurs knowledgeable
about western management philosophy since the old entrepreneurs responsible for Hong Kong’s
past success would retire soon. Sin, et. al (2002) have studied the effect of relationship marketing
orientation on business performance in a service-oriented economy, with Hong Kong as the

context. Their findings indicate that relationship market orientation is a multidimensional
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construct consisting of six dimensions: shared value, communication, empathy, reciprocity and
trust, and there are strong relations among these six behavioural components. Further, the firm’s
degree of relationship marketing orientation is positively associated with sales growth, customer

retention, return on investment, sales growth and overall performance in Hong Kong’s service

sector.

Other researches into the marketing-entrepreneurship interface have addressed related variables
and within various other contexts other than S.E. Asia or Singapore. Nystrom (1998) suggests a
creative management approach tying together economic , organizational and psychological
elements in order to understand the dynamic marketing-entrepreneurship interface. Other studies
relate to the interaction between entrepreneurial style and organizational performance in small
firms (Chaston, 1997) and the gaining of first mover advantage and adding value through
challenging existing marketing paradigms (Chaston, 2000)

Fillis (2002) has researched into creativity as a key competency at the marketing-
entrepreneurship interface, linked with related issues such as innovation, vision, leadership and
motivation. McGowan and Durkin (2002) have researched into the competencies within the small
firm, with emphasis on the adoption of the internet at the marketing-entrepreneurship interface.

Powpaka (1998) has studied the factors affecting the adoption of marketing orientation in
Thailand while another study relate to the link between market orientation and performance.
(Appiah-Adu, 1998). A further study researched market orientation across two separate countries
representing two different stages of economic development, with Zimbabwe representing the

developing country and Australia representing the developed country. (Mavondo, 1999)

Deng and Dart (1994) have studied the adoption of market orientation in the context of Canada
using a synthesis of constructs by Kohli and Jaworski (1990) and Narver and Slater (1990) plus
some of their own suggested variables. Gray, et al (1998) also studied the relationship between
marketing concept , market orientation and the firm’s performance with market environment as

the moderating influence in the context of New Zealand.

Tellefsen (1998) studied constituent market orientations in the context of the Norwegian utilities
market and found that market orientation exists in an organization towards a series of internal

and external constituencies.



Matsuno and Mentzer (2000) examine the effects of strategy type on the market orientation-
performance relationship and found evidences that support the moderating effects of business
strategy on the strength of the relationship between market orientation and performance. Matsuno
et. al., (2002) further examine the structural influences (both direct and indirect) of
entrepreneurial proclivity and market orientation on business performance. McGowan and

Durkin (2002) suggest that innovative activity is at the heart of the marketing- entrepreneurship
interface.

Hurley and Hult (1998) have studied the interfaces between innovation, market orientation and
organisational learning. They suggest that market orientation and performance may benefit from
reframing existing models to incorporate innovation more directly. Baker and Sinkula (1999,
2002) have also researched into the market orientation-learning orientation-product innovation
linkages and found these to be positively co-related. Farrell and Oczkowski (2002) have
examined two rival models in interfaces : the market orientation-organisational performance
model, and the learning orientation-organisational performance model. Other variations relate to
market orientation and the learning organization (Slater and Narver, 1995), market orientation
and organizational performance (Han, et al., 1998), market orientation and internalization
(Cadogan, 1994) and correlation between market orientation and performance in the Australian

public sector. (Caruana, et al., 1997)

Harris (2002) is more concerned with the need for a more market-oriented approach for
measuring market orientation. Philips et. al., (2002) suggest that market-focused and price-based
strategies have contrasting effect on performance. Sanzo, et. al. (2003) have also studied the role
of market orientation in business dyadic relationships and propose a theoretical causal model in
which the cultural market orientation that buyer firms show appears as a conditioning factor of
their loyalty towards a supplier. In another separate study, Sanzo (2003) also studied the effect of
market orientation on buyer-seller relationship satisfaction and found that the buyer’s cultural
market orientation is one of the pillars on which the existence of effective bidirectional
communication at multiple levels between the firm and a supplier rests. Martin and Grbac (2003)
have studied the use of supply chain management to leverage a firm’s market orientation and
suggest that translating a strong supplier orientation into strong supplier relationships is one way

to enhance the effect of a strong market orientation on performance.

Other studies relate to the role of entrepreneurship in building cultural competitiveness in

different organizational types (Hult, et al., 2003), management perspective on American and
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Chinese entrepreneurial and managerial orientations (Parnell, et. al., 2003), the role of
opportunities in the entrepreneurial process (Eckhardt and Shane, 2003), emerging issues in
corporate entrepreneurship (Dess, et. al., 2003), review and synthesis on venture creation and

the enterprising individual (Shook, et. al., 2003)

It is clear that although there have been studies on the marketing-entrepreneurship interface, they
have been in relationship to a variety of other variables or combinations of variables. None of
these studies relate to the link between the marketing-entrepreneurship and the firm’s
performance. In addition, these studies have not focused on Singapore as a specific context. As
discussed in Section 1.6, earlier studies in the Singapore context found that successful SMEs in
Singapore tend to be more marketing oriented and display certain strategic characteristics.
(Ghosh, 1996; Ghosh et. al., 2001.). But even these studies have also not specifically addressed
the issues of the marketing-entrepreneurship interface and their relationship to the firm’s

performance.

Furthermore, as pointed out by Lee and Low (1990), “In the Singapore context, studies on
contemporary entrepreneurship are few and far in-between”. Goh (1987) examined the
entrepreneurial characteristics of engineers in Singapore. Chew (1988) did a survey of
manufacturing SMEs in 1985 and obtained a profile as well as a list of problems facing them. In
view of the relative scarcity of literature pertaining to local entrepreneurs in Singapore, Lee &
Low (1990) conducted a survey “to trace and sketch local entrepreneurship patterns rather than
attempt a detailed, and therefore limited, portrait.” Chan et. al (1994) have provided a narrative
of the experiences of entrepreneurs in Singapore, but these were about first generation immigrant
entrepreneurs who came to Singapore during an d after the second world war. Tan (2002) has
also surveyed SMEs in Singapore to assess how they handled the Asian financial crisis in the
period 1997-2000, their plans for the future and their strategies for success. In all these studies,
however, specific issues relating to the marketing-entrepreneurship interface had not been
addressed.

Thus, at the general level, this research is important as it contributes to a further understanding of
the marketing-entrepreneurship in the context of Singapore. Specifically, its contributions may be
discussed at two different levels: the academic level and the practical level. Its academic
contribution is in offering a significant advance to the current literature on the marketing-
entrepreneurship interface in general and its relevance in the Singapore context in particular.

While it is often assumed that only bigger firms led by corporate managers are capable of being
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marketing oriented, our findings indicate that entrepreneurs running SMEs do understand the
importance of marketing and are able to adopt a market orientation. Indeed many such
entrepreneurs have a keen interest in marketing and how it can enhance their firms’ success. The
findings also indicate that while marketing orientation and entrepreneurial orientation are clearly
related, entrepreneurial orientation appears to be more important than marketing orientation in
contributing to the firm’s overall performance. In the context of SMEs in Singapore, it would
appear that while marketing skills and talents may be readily obtainable, entrepreneurial talents
are more elusive and are far more crucial to the firm. However, this does not mean that marketing
is any less important to the SMEs; it means that all things being equal, an entrepreneurial
orientation ranks higher in terms of contributing to the firm’s performance. Thus the major
contribution to literature is that marketing can be the ‘home’ of entrepreneurship not only in the
highly developed western economy (Murray, 1981; Teach & Miles, 1997), but also in a small

relatively developed economy like Singapore.

This research also has a number of important contributions in view of the ongoing emphasis on
entrepreneurship as the key engine to Singapore’s future economic growth, First, it confirms that
entrepreneurship indeed must be encouraged at all levels of society if Singapore is to continue to
succeed into the future. While the mainstay of the government’s economic policy has been to
encourage investments by foreign MNCs into Singapore to generate employment and transfer
technology, knowledge and skills, clearly this policy is beginning to show its drawbacks. The
low-cost competitive advantage that Singapore had enjoyed in the past is being eroded as other
countries in the region who can offer reasonable infrastructure at far lower land, labour and other
costs. Foreign MNCs thus have many other choices of countries to invest in. Furthermore,
Singapore’s small population means that there is no critical mass to provide a ready market for
these MNCs’ products and services. Given these constraints, this research confirms the need for

politicians and policy planners to give greater support for entrepreneurs.

Second, this research also has an important contribution to make to entrepreneurs and managers.
Entrepreneurs need to invest more time and effort in seeking opportunities beyond Singapore,
and to be more creative and innovative in providing products and services that meet the needs of
global markets. Since SMEs will play an increasingly important role in the economy,
entrepreneurs should move beyond just recognizing the criticality of the marketing-
entrepreneurial interface to the firm’s performance. They might consider elements of marketing

and entrepreneurship as being complementary.
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Third, this research also contributes to the further understanding of professional managers and
executives on the relevance and importance of the marketing-entrepreneurship interface.
Managers in general will appreciate better how the marketing-entrepreneurship interface co-
relate to the performance of the firm. Managers who rely greatly on modern marketing for their
success need to focus on the development of an entrepreneurial orientation as well. While some
characteristics of entrepreneurship cannot be taught, other elements of an entrepreneurial
orientation can be fostered, adopted and implemented. An increase in the understanding of the
role of the marketing-entrepreneurship in enhancing the firm’s performance will help change

managers’ mindset with regards to entrepreneurship in general.
1.8 Research Methodology

As the research methodology will be discussed in greater details in Chapter 6, this section
provides only a brief overview of the approaches undertaken in this research. Essentially it is a
two-stage research comprising both qualitative (in-depth interviews) and quantitative (mail
survey) approaches. The first stage involves the use of in-depth interviews with 16 entrepreneurs
to clarify key issues and understanding of concepts and terms used in the study. This is useful as
the terms in the research questions may have different connotations for entrepreneurs coming
from different backgrounds. According to Miles and Huberman (1994), in such qualitative
research, analysis is done with words, which can be “organized to permit the researcher to
contrast, compare, analyze and bestow patterns upon them” (pp. 7). One major strength of
qualitative data is that “they focus on naturally occurring, ordinary events in natural settings, so
that we have a strong handle on what ‘real life’ is like” (Miles and Huberman, 1994: pp 11).
Using the in-depth interview as a preliminary qualitative research approach has many other
advantages ( Neuman, 1994; Rubin and Rubin, 1995; Malhotra, 1996; Zikmund, 1997; Taylor
and Bogdan, 1998). These are discussed further in Chapter 6.

The second stage involves the quantitative research approach using a carefully prepared survey
questionnaire which has been carefully worded based on the qualitative in-depth interviews in the
first stage. The questionnaire is administered to appropriate samples that have been targeted
based on established criteria which are discussed in Chapter 6. Using the survey questionnaire to
collect data from carefully sampled respondents has many advantages for the researcher.
(Mangione, 1998; Neuman, 2000). Furthermore, the survey questionnaire approach has been

used in researches relating to market orientation (Deng and Dart, 1994; Appiah-adu, 1998;
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Matsuno, et. al, 2002), and to the marketing-entrepreneurship interface (Morris and Paul, 1987;
Miles and Arnold, 1991; Ray, 1994).

A combination of both qualitative as well as quantitative research approaches have thus been

used to enhance the effectiveness of this research.
1.9 Structure of Thesis
This thesis is organized into 10 Chapters

Chapter 1 introduces the choice of Singapore as the context for this research into the marketing-
entrepreneurship interface in the SMEs sector. The declining of an entrepreneurial culture in
post-independence Singapore, the importance and need for a more entrepreneurial spirit to drive
the knowledge economy, efforts by government and private sector to address the situation, are
also discussed. These issues form the background leading to a need for this research into the
impact of the marketing-entrepreneurship interface on SMEs’ performance. Finally, the

importance and contributions of this research are discussed.

Chapter 2 provides a literature review on entrepreneurship and attempts to present the various
perspectives of entrepreneurship. These include the two broad categories of entrepreneurs in
economics, the Austrian School and the Schumpeterian School. Other interpretations of what
makes a person an entrepreneur are also discussed. What is clear is that entrepreneurs can be
defined from the perspective of what they are (ie their common characteristics or traits) and what

they do that make them entrepreneurial (ie their innovativeness)

Chapter 3 continues with a literature review of the marketing-entrepreneurship interface and how
one might be dependent on the other. The marketing concept calls for a focus on marketing as a
philosophy and function of business where the entire organization revolves around the needs of
their customers. Seeking to satisfy the needs of customers becomes the centerpiece of the
organisation’s strategy. Entrepreneurship has to do with the seeking and seizing of opportunities
and coming up with innovative products and services that meet market needs. To what extent the
marketing-entrepreneurship interface is evident is highly contextual and dependent on other

contributing factors.
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Chapter 4 develops the model and proposition on then various linkages between marketing and
entrepreneurship. Such an interface is contextual on a number of factors. A high level of
marketing orientation is likely to be synonymous to a high level of entrepreneurial orientation.
Such an interface may also be dependent on the industry environment and is likely to have an
impact on the performance of the firm in the marketplace. Thus, the firm’s performance is a
dependent variable while the extent of the marketing- entrepreneurship interface are independent
variables in the main hypothesis proposed. These hypotheses are based in the context of a given

economic system (mixed economy) and stage of economic development (largely developed).

Chapter 5 discusses the selection of Singapore as the context for testing the hypotheses proposed
in Chapter 4. It traces the economic development of Singapore from independence in 1965 to the
present time. The economic development of Singapore may be discussed in a few broad phases.
From independence in 1965 to the mid-1970s were years of high unemployment aggravated by
the withdrawal of British military bases in 1968. Emphasis was thus placed on the creation of
employment and all sorts of entrepreneurial activities were encouraged to create jobs. The 1970s
were years of high growth as multinational corporations (MNCs) were wooed intensively to
invest in Singapore to take advantage of its low labour costs and efficient infrastructure. The
1980s saw a major recession and the need for economic restructuring as costs became
uncompetitive. The 1990s witnessed the Asian financial crisis and the pressing need to reposition
Singapore’s economy to a knowledge-economy or new economy, where a high level of creativity
and innovation is required. In the new century, entrepreneurship has become a key pillar in

developing the economy further.

Chapter 6 discusses the research methodology and design that has been undertaken to test the
hypotheses. A construct is first developed to determine the key variables used to determine
marketing orientation, entrepreneurial orientation, industry environment and relative
performance of the firm. A survey questionnaire is then developed and pilot-tested through in-
depth personal interviews with 16 entrepreneurs representing a cross-section of the population.
An aide-memoir is used to guide the in-depth interviews (see Appendix I) The questionnaire is
then further refined and an empirical survey conducted with 118 responses received. The
descriptive analyses of this empirical survey are discussed in Chapter 8 while the correlation and

regression analyses are discussed in 9.

Chapter 7 discusses the preliminary analysis of pilot interviews with the 16 selected

entrepreneurs. Qualitative analysis of the interview notes was undertaken and the key findings
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presented. These entrepreneurs are all successful in their chosen field and several key success
factors contributing to the success of their ventures were discovered. Most of them find the
industry environment they operate in to be very competitive and difficult. However, they all feel

that a marketing orientation is important and a crucial element in the success of their ventures.

Chapter 8 discusses the descriptive analysis of the empirical survey conducted with a larger
sampling of 118 entrepreneurs. The mean age of respondents was 41 years and the majority of
them, 88 respondents or 76% were male; this perhaps reflect the general Asian societal norm that
enterprises are generally dominated by men. In terms of education, 24% have had a polytechnic
education while 32% have had a university education. This could reflect that the education level
of today’s entrepreneurs are higher than in the past. The majority of the respondents have some
background in marketing either directly from reading up and attending seminars or through their
education. This is most helpful as it could mean that they understand generally the questionnaire
fairly well and could provide meaningful responses to the survey questions. Questions in the four
key research areas— marketing orientation, entrepreneurial orientation, relative performance of
the firm and industry environment — were examined for their reliability. Factor analysis
suggested that the measurement scales performed as expected. However, reliability analysis
showed that questions under ‘industry environment’ were unreliable and were thus dropped

from further analysis.

Chapter 9 provides further in-depth analyses of the co-relationships between various variables.
Key variables like industry type, firm size, turnover and educational level of respondents are
examined in—depth to determine their co-relations to the four key research area — marketing
orientation , entrepreneurial orientation, relative performance and industry environment . It was
found that questions asked in the section on ‘industry environment’ have low correlations values
with other questions. However, correlations of the various other key research areas are clearly

and significantly demonstrated.

Chapter 10 concludes the study with the observation that the key hypotheses discussed in
Chapter 4 have been tested using correlation and regression analyses. In general, the relative
performance of the firm is positively linked to the level of marketing and entrepreneurial
orientation of the firm. In the same way, a marketing orientation is positively linked to an
entrepreneurial orientation. However, the size of the firm and the educational level of the

entrepreneur also have some implications on these linkages. One notable observation from the
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survey is that the nature of the industry environment does not appear to have a significant impact

on the extent either the entrepreneurial orientation or the marketing orientation of the firm.

1.10 Summary

In addition to providing an outline of the structure of this research thesis, this chapter has also
discussed the rationale for using Singapore as the context for this research on the marketing-
entrepreneurship interface. Singapore is excellent as the setting and context for this research for a
number of reasons. With Singapore’s ongoing emphasis on entrepreneurship as a key driver of
economic growth in the future, this research study is both relevant and timely. While there have
been research studies into the marketing-entrepreneurship interface in a variety of contexts, none
has yet been conducted for Singapore in particular. As a reasonably developed small economy
with a small population and located in a region with relatively less developed economies, the
findings from this research study can shed further light on the relevance of the marketing-
entrepreneurship interface in the SME sector. Furthermore, it can serve as a starting point for

similar research studies not only in the S.E. Asian region, but also elsewhere in the world.

The next chapter follows with a literature review on entrepreneurship and how it is linked to the

marketing-entrepreneurship interface.
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Chapter 2
Entrepreneurship & The Entrepreneur

2.1 Introduction

This Chapter reviews the literature on entrepreneurship and the entrepreneur from economics and
sociological viewpoints. The purpose is to provide a background on the various thoughts on the
entrepreneurship and to link them to the marketing-entrepreneurship interface to be discussed in
Chapter 3. The term ‘entrepreneurship’ has been described as originally derived from the French
word ‘entreprendre’ meaning “to undertake”, (Burke, 1986) between-taker’ or "go-between’
(Lee & Low, 1990). The Collins Modern English Dictionary defines the entrepreneur as “a person
who organizes a business undertaking , assuming the risk for the sake of profit.” Clearly, the
emphasis on ‘risk-taking’ in a business setting appcars to be the common theme generally
associated with the terms ‘entrepreneurship’ and ‘entrepreneur’. However. over the vears these

terms have been subjected to a variety of interpretations from different perspectives.

The concept of entreprencurship is essentially derived from the theory of economy and society.
J.B. Say coined the term ‘entrepreneur’ around 1800 in his discussions of the entreprencur as a
person who shifts economic resources out of an area of lower productivity into an area of higher
productivity and higher yield. The entreprencur’s role is to exploit change , not by doing things
better but by doing things differently. Entreprencurship is thus the force that dnves Adam Smith’s
‘invisible hand’.(Zimmerer and Scarborough, 1996; Wickham, 1998).

Often, when one refers to an entrepreneur, the immediate thing that comes to mind is that of an
individual who is not a salaried employee in a corporation, but rather someone who braves the
challenges and risks of working for himself or herself. Entreprencurs are also descnibed as non-
conformists of some sort who defy conventional wisdom and do things their own way. driven by a
strong desire to succeed whatever the odds. Often, money is not their main motivation.(Curran.
Stanworth & Watkins, 1986; Maul & Mayfield,1990; Stevenson, et al, 1990; Curran &
Blackburn |eds], 1991; Stanworth & Gray [eds]. 1991. Banfe. 1991: Ray. 1994; Shefsky. 1994.
Storcy. 1994; Rye, 1995: Zimmcrer and Scarborough, 1996. Schwarz. 1999. Wawro, 2000.
Baven, 2001; Kuratko & Hodgetts, 2001, Kaplan, 2001, Southon and West, 2002. Hisnich and
Pcters, 2002)
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According to Kao (1997) entrepreneurs are all for wealth-creation and value-adding. Such an
orientation might be termed “entrepreneurialism™ which can be viewed as “an ideology based on
the individual s need 1o create and/or innovate, and transform creativity and innovative desire
into wealth creation and value-adding undertakings for the individual ‘s benefit and common
good.” (Kao, 1997: pp 124) Entrepreneurs and entrepreneurship are thus invariably associated
with innovation, economic organisation and growth during risk and/or uncertainty (Dollinger.
1999). Most definitions would also include the element of willingness to take risks in the pursuit of
an opportunity (Lambing and Kuehl, 2000). Others suggest that entrepreneurs are not nccessanly
risk-takers, but at best risk-avoiders or risk-managers. (Manimala, 1999)

However, in the last 20 years terms such as ‘corporate entrepreneurs’ and “corporate
entrepreneurship’ ( Kirzner,1980 ; Stevenson, et. al.,1990; Johannisson.1991; Cooper. 2000:
Dess, et. al., 2003); ‘intrapreneurs '(Pinchot,1985; Hisrich, 1986; Prokopenko, et al.,1991:
Pinchot and Pellman, 1999), ‘intrepreneurship’ (Cooper, 2000), ‘administrative
entrepreneurship’, opportunistic entrepreneurship’, ‘acquisitive entrepreneurship;, ‘initiative
entrepreneurship’, ‘incubative entrepreneurship’ (Schollhammer, 1982: Kao, Raymond, 1997)
‘extrapreneurs’ (Johannisson, 1991; Kao, Raymond, 1997), ‘political entrepreneurship’ (Lee
.1994; 1995; Han et. al., 1998, Kwok, 1999; Wilson & Millman, 2003.), ‘Copreneur ' (Zimmerer,
1996), ‘government as entrepreneur’ (Krause, 1987), ‘government entrepreneurship’ (Farrell,
2001) ,  ‘technopreneurship’ ( Long, 1998; Tan, T.,1998 : Goh, 1999; Teo, 2002),
‘entrepreneurial state’ (Kwok, 1999), ‘social entrepreneur’ ( Dees, et al., 2002; Mort, et al,
2003; Today, 12 May, 2003), ‘collective entrepreneurship' (Mourdoukoutas, 1999: Reich, 1999),
‘team entrepreneurship’ (Reich, 1999), ‘true entrepreneurs’, ‘partial entrepreneurs’ &
‘reluctant entrepreneurs’ (Ennew, et al., 1998) and so on have been used to describe the
entrepreneur in various situations, both within the corporation as well as outside.(Kiser. 1989).
Indeed, Jones (2001) has coined the term ‘spiritreneur’ to emphasize the spiritual aspects of
entreprencurship. Some have expressed the view that such entrepreneurship, corporate or
othcrwisc , is not necessarily inborn but can be learnt and therefore can be taught. (Drucker. 1985.
Stopford, et al., 1994 ; Rye,1994; Tan, Q.,1995; Zimmerer and Scarborough, 1996, Morato, 1997
. Kuratko and Hodgetts, 2001). Others feel that while entreprencurship by itsclf cannot be taught.
the entrepreneurial mindset can certainly be nurtured through formal and informal learning
processes. (Kao, 1997). Some hold the view that while centreprencurship can certainly be
encouraged by favourable conditions and incentives at the national level, the entreprencur must
posscss certain inherent fundamental charactenistics or traits. (The Straits Times. 6 Fcb 2002)



Many ‘schools of thoughts’ such as macro school, micro school. great person school,
psychological characteristics school, classical school, management school, leadership school.
intrapreneurship school, have also been suggested to explain the conditions or circumstances likely
to encourage or trigger entrepreneurial behaviour and action. (Cunningham and Lischeron. 1991 :
Kuratko and Hodgetts, 2001; Fayolle, 2002). Although typically the term is used to describe an
individual operating in a business situation, some have argued that entreprencurs exist in the pubic
sector and universities as well. (Propkopenko, et al.,1991; Beckerling, 1993; Amit, et al..1993;
Boyett, et al., 1995, Thurow, 1999.) . Indeed general practitioners practicing medicine in the
public sector have been known to be entrepreneurial (Ennew, et al, 1998). School teachers can also
been described as being entrepreneurial in the way they teach and motivate their students. (The
Straits Times, 21 July 2000; Stokes, 2002).

Meyer and Heppard (2000) suggest that all firms, whether large or small, are striving to create
strategies which are entrepreneurial. These firms are now recognising the importance of continuing

emphasis on entrepreneurship as part of their strategic long-term vision.

Because the entrepreneur has been defined and described in many diverse ways, each with a
different emphasis, some issues concerning the entrepreneur need to be addressed, for example:
are entrepreneurs those who operate only outside the company or organisation?; are entrepreneurs
necessarily risk-takers?: do entreprencurs display some common characteristics not found in non-
cntrepreneurs?; are such entreprencunal characteristics in-born or can these be leamt?; are

entreprencurs so because of what they do or what they are?

This chapter thus discusses these issues by reviewing the literature on entreprencurship and the

entrcpreneur and attempts to categorize them meaningfully.

Section 2.2 identifies perspectives of the entrepreneur from the economics discipline, primanly
beccausc much of the work on entrepreneurship were originally decrived from the study of
economics. Broadly speaking, there are two main approaches toward entrepreneurship in
cconomics Onc approach treats the entrepreneur as someone who actually bring about changes to
a static economic situation thus causing disequilibrium (the Schumpeterian School). The other
approach takcs almost the opposite viewpoint that entreprencurs actually promotc cquilibrium (the
Austrian School). Some view both extremes as being complementary (Cheah.1990; Witt .1995:

Casson, 1990) Others ask whether risk-taking and unccrtainty arc nccessary pre-requisites for

36



entrepreneurship to prevail (Knight, 1921; Kirzner, 1980; Cole,1965; Perlman & McCann, 1996).
Others are concerned with the entrepreneur’s judgment and alertness and as someone who manages
factors of production.

Section 2.3 focuses on the issue of whether entrepreneurs can be categorized into various types.
and if so, how significant these categories are to the type of entrepreneurial activities pursued. At
the basic level, entrepreneurs could be classified broadly as either craftmen or opportunists. (Woo.
et al.,1991). While this approach may be useful on a smaller sample, it can be problcmatic when a
larger sample is considered. Entrepreneurs can be looked at in terms of those who pursue routine
activities or those who pursue new-type activities (Leibenstein); arbitrage . speculative or
innovative  entrepreneurship (Kirzner, 1985); catalytic, allocating, refining or omega
entreprencurship.(Binks and Vale, 1990); those who are profit-seeking . those not motivated by
profit and those who within the corporation.( Kiser, 1989; Prokopenko, et al., 1991 ; Amit, et
al.,1993; Beckerling, 1993; Toh, 1993; Huefer,1994; Lee,1994)

Section 2.4 examines various other approaches in defining the entrepreneur beyond economics.
Some definitions of the entrepreneur focus on the flamboyant and maverick nature of the
individual. In general, many such definitions either emphasize what entrepreneurs do that make
them so or what they are that set entreprencurs apart from others.. These two approachcs may be
termed the ‘functional’ approach and the ‘indicative’ approach respectively (Casson,1981;
Stevenson, 1999: Manimala, 1999). The functional approach explores the things that
entrepreneurs do ; these include creation of value and wealth, pursuit of opportunities, introducing
innovations and undertaking of risks. The indicative approach focuses on the major characteristics
of entreprencurs. Whether all entrepreneurs display such characteristics and traits is crucial since
there is a possibility some successful entreprencurs who may not necessarily possess such
characteristics at all. Even if there are some common similarities in the characteristics displayed
by such entrepreneurs, the issue of whether these are inborn or can be learned continues to interest
researchers and scholars. Other approaches prefer to combine elements of these two approaches

and these are also evaluated.

Section 2.5 attempts to develop a working definition based on the literature review in the previous
scctions. The difficultics and problems encountered in trying to pinpoint an accuratc definition of
the entreprencur over the vears are discussed. Scholars and commentators have for ycars not been

ablc to agree on a common definition as a platform for further rescarch. It has been commented
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that the lack of a universally-accepted definition may retard further progress in the study of
entreprencurship in general (Gartner, 1990). One position considers a working definition as
necessary in the study and research of entrepreneurship (Amit et al.,1993) while the opposite
position argues that the search for a widely accepted definition is insignificant.( Bull, ct al.,1993).
Nevertheless, the development of the working definition in this study takes into consideration the
evaluation of the various approaches identified in the literature review in the previous sections. An
important consideration is the context of this investigation. Since this studv focuses on the
marketing — entrepreneurship interface issue within the SME sector in the context of Singapore.
the adopted working definition of the entrepreneur will be one relevant to this study.

Section 2.6 provides a summary of the chapter and provides an indication of what can be expected
in the next chapter.

2.2 The Entrepreneur in Economics

This section reviews entrepreneurship and the entrepreneur from the various perspectives in
cconomics. While considerable diversity exists in the definition of entreprencurship and the
entrepreneur, it is recognized that two broad groups of theories — economics and sociological -
provide much of the determinants of entrepreneurship (Koh, 1987). However, because much of
the literature on entrepreneurship have evolved originally from economics, it is useful to begin
from the economics perspectives. Instead of developing a chronological review of these
perspectives, it will examine common themes and patterns associated with the different
cconomists” views on entrepreneurship and the entrepreneur. Such themes would include issues of
risk-taking, uncertainty, judgement, the entrepreneur as manager, the entrepreneur as a factor and

uscr of resources and so on.

2.2.1 Two Broad Approaches

Generally there are two broad approaches in considering entreprencurs and entreprencurship in
cconomics : the Austrian school and the Schumpterian school .( Reekic.1984: Brouwer, 1991:

Meijer, 1995: Schmidt, 1996 )

The Austrian School founded by Carl Menger propose that entrepreneurs essentially exercisc an

cquilibriating force on a market forcver in disequilibrium and in the process bringing it a position
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of equilibrium. (Kirzner, 1972; Reekie, 1984; Meijer, 1995) The Austrian entrepreneur essentially
promotes equilibrium within an existing situation by bringing stability to a market through the
introduction of his products or services. This assumes that such activities are orderly and help to
maintain the harmonious balance of supply and demand in the market. The entrepreneur is thus
someonc who has a stabilising influence on the market. It must be emphasized that although
equilibrium is always elusive there is continuous adjustment towards an ever changing equilibrium
condition. Alvarez and Bamey (2000) suggest that Austrian economics is mostly used when
referring to dynamic systems typically found in entrepreneurial environments. Austrian theory is a
disequilibrium perspective which maintains that entrepreneurs, through innovations, move markets

closer toward equilibrium.

According to Reekie (1984), there are 3 broad groups of scholars from the Austrian School. The
first group comprised the founder, Carl Menger (1840-1921) and his main followcrs - Wiescr
(1851- 1926) and Bohm-Bawerk (1851-1914). the second group comprised Mises (1881-1973),
and Hayek (born 1899) and the third group consisting of currently Kirzner and Rothbard.

The argument of the Schumpterian School is that the entrepreneur moves the economy away from
one equilibrium towards another higher level equilibrium through ‘creative destruction” or
introduction of various forms of innovations ( Reekie, 1984; Brouwer, 1991 ; Bull et al., 1993;
Thurow, 1999; Hamel, 2000) The Schumpeterian entrepreneur brings about disequilibrnium by
promoting the change of an existing situation. (Reekie, 1984; Cheah, 1990; Thurow, 1999;
Hamel, 2000; Kuratko & Hodgetts, 2001). This perspective secs the entrepreneur as someone who
actually upsets the existing situation by bringing about changes through the introduction of his
products or services. Adjustments and adaptations are necessary throughout the market if
adoption of the new products, services or approaches is unsuccessful. In some cases, structural

changes are required as the existing way gives way to the new way.

Schumpeter (1934) has identified the entrepreneur as someone who introduces innovations or

“ncw combinations ™

The carrying out of new combinations we call “enterprise”: the individuals whosc

function it is to carry them out we call “entrepreneurs . (Pg. 74)
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According to him, new combinations may appear in 5 forms:-

* The introduction of a new good or a new quality of a good.
o The introduction of a new method of production.
e  The opening of a new market

* The conquest of a new source of supply of raw materials or half-manufactured

goods.
e The carrying out of the new organization of any industry. (Pg. 66)

In the context of Schumpeter’s entrepreneur, innovations would include not only the introduction
of new products or techniques but also the creation of new markets, improvement of management
techniques, supply sources and distribution methods. Schumpeter’s “combinations™ can be said to

reflect some elements of the marketing as well as production dimensions:

e The ‘introduction of new good’ or ‘a new quality of a good’ would suggest an element
of the marketing dimension, since such an activity would have to take into
consideration the satisfaction of consumers’ needs, which is a basic pillar in

marketing.

e The ‘introduction of new method of production’ here would suggest the element of a

production dimension, since it is concerned with production efficiency , productivity

and so on.

» The “opening of a new market’ would strongly indicate a marketing dimension, with
suggestion of a systematic approach of marketing to seck a market that matches the

entrepreneur’s products, objectives, resources and so on.

e The ‘conquest of a new source of supply of raw materials or half-manufactured
goods’ would suggest the production dimension, sincc in this instancc the sourcc of
supply adds directly to the improvement in the production or manufacturc of the

product. rather than the marketing of the product.



* The ‘carrying out of the new organization of any industry’ here could suggest a
production dimension, since such an activity would be carried out to facilitate
production efficiency in the first instance. However, new forms of organizations could

also be developed to improve services to customers.

Thurow (1999) has highlighted the relevance of this argument in the new economy. He maintains
that “successful businesses must be willing to cannibalize themselves to save themselves. They
must be willing to destroy the old while it is still successful if they wish to build the new before
it is successful. If they won't destroy themselves, others will destroy them” (pp 31-32). Such
disequilibrium conditions create high-returns, high-growth opportunities which entrepreneurs
exploit. The first disequilibrium situation could be created by radical changes in technologies
which present opportunities for entrepreneurs The second disequilibrium situation, which
Thurow(1999) terms “sociological disequilibrium”, can be created by entrepreneurs when they
introduce new social habits resulting from changing consumer trends. The third type of
disequilibrium, which Thurow (1999) terms “developmental disequilibrium”, presents
opportunities whenever there are countries at very different income levels; entrepreneurs can
replicate the activities of the developed world in the underdeveloped world. Capitalism is a process
of creative destruction. The new destroys the old. Both the creation and the destruction are
essential to driving the economy forward. Entrepreneurs are central to this process of creative
destruction, since they are the individuals who bring the new technologies and the new concepts
into active commercial use. They are the change agents of capitalism. (Thurow, 1999: pp 83). This
viewpoint is shared by Harvard Professor Clayton Christensen who coined the term ‘disruptive
innovation’ to describe products and services which eventually could destroy even established
market players. (The Business Times, 23-24 August 2003; Singapore Investment News, December
2003)

This viewpoint has also been endorsed by Hamel (2000) who suggests that Schumpeter’s wave of
‘creative destruction’ has become a tsunami in the present era. From these observations, it would
appear that some of these forms of entrepreneurship are very much related to marketing while
others may be more production-oriented. Even so, the latter might still depend on a marketing to be
effective. In essence, we can also argue that Schumpeter’s ‘combinations’ rarely happen by

chance but instead occur through proactive acts of innovations by the entrepreneur.

Schumpeter (1934) points out:
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...everyone is an entrepreneur only when he actually “carries out new combinations. "
and loses that character as soon as he has built up his business. when he settles down 10

running it as other people run their businesses.” (Pg. 78)

Schumpeter’s argument here is that individuals are entrepreneurs only temporarily and switch
from being entrepreneur to non-entrepreneur, that is, an administrator or a manager of the
business. The entrepreneur, in his viewpoint, becomes one only when he is in the act of creating or
introducing change (‘new combinations’) and ceases to be one after that.

Kao (1997) has gone further and states that “no one is an entrepreneur all the time. but everyone
has been an entrepreneur at some time.” (pp 236) This implies that while entrepreneurship per sc
cannot be taught, by interacting with people and through formal and informal learing situations. a
person’s mindset regarding entrepreneurship may be influenced to some extent.

Thus the entrepreneur is a change agent who constantly brings about changes by seizing
opportunities, often leaving behind the old and replacing them with the new. As pointed out by
Thurow (1999), “there are no institutional substitutes for individual entrepreneurial change
agent” Without entrepreneurs, economies become poor and weak. The old will not exit; the new

cannot enter. (pp 92)

Generally the Austrian and Schumpeterian schools of thought appear to take the opposite
viewpoints on the fundamental economic role of the entreprencur. However, Binks and Valc
(1990) have argued that the Austrian entrepreneur does not really achieve equilibrium, but merely

attempts to move forward towards it. In their view:

“the motives in defining and discussing the nature of the entrepreneur reflect the need
1o provide an identity to the decision-maker who is responsible for pursuing the ever-
elusive equilibrium between demand and supply: elusive because demand and supply

conditions are always changing.

Thus while there are basic differences to the two approaches, there are also inhcrent similanties
and the two concepts arc not totally at odds with each other.( Reckie.1984: Binks and Valc.1990.
.Cheah, 1990; Fiet, 2002).



Cheah (1990) proposes that these two different approaches need not be treated as contradictory:
indeed, they are opposites yet complementary much “like the forces of the yin and vang of
Chinese philosophy and folklore”. He suggests that “each force rises gradually to a peak and
then ‘gives way' to its opposite (complementary) force. ”(Pg. 344) In a situation characterized by
complete certainty, the long-run scope for the Schumpeterian entrepreneur in promoting
disequilibrium is greater as his innovative activities will lead to opportunities which do not exist
prior to their discovery. Consequently, this leads to a disruption of the existing equilibrium and

transforms it into a situation where disequilibrium is evident.

Fiet (2002) has also expressed an alternative viewpoint that the two broad approaches to
entrepreneurship in economics are the neoclassical view and the Austrian view. The neoclassical
view assumes that “economic actors are rational and operate independently in the markets that
are in equilibrium” In such an equilibrium state, rational buyers and rational suppliers co-
determine prices and everyone earns the same level of profit. However, in such a state, there is no
inccentive for entrepreneurs to bear the risk of creating new products and processcs. On the other
hand, in Austrian economics “markets are in disequilibrium and profits are a disequilibrium
phenomenon.” Such disequilibrium enables entreprencurs to discover market imbalances and
introduce what Schumpeter describes as new combinations to exploit the market imbalances. (pp.
48). According to Fiet (2002), it is entrepreneurs who make discoveries. What scts the
entrepreneurs apart from others is that “they make discoveries that may be exploited to create
new wealth. Someone else can be hired to perform everything else that entrepreneurs do. " (Fict,

2002: pp 1)

Alvarez and Barney (2000) suggest that Schumpeter's economic model, which assumes
cquilibrium until the entrepreneur “shocks” that equilibrium, is perhaps one of the most uscful
theories in the study of entrepreneurship. Because of human enterprise and advancing knowledge
and technology, entrepreneurs will invent equilibrium-destroying innovations in thc pursuit of
profits.

However, as the uncertainty level increases following the activities of the Schumpetenan
cntreprencur, the scope for the Austrian entreprencur becomes more relevant in the short-run. In
such a situation. the Austrian entrepreneur promotes equilibrium by engaging in activities such as

“arbitrage. speculation. non-radical or adaptive innovation. and imitation. as well as planning
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and management efforts in response to market signals and other indicators of market

opportunity..... " and this in turn leads to a higher level of certainty.

On this basis, it is fair to say that while both entrepreneurs are complete opposites viewed in terms
of their effect on the equilibrium, their roles actually complement each other when viewed along

the dimension of certainty and uncertainty ; such roles become more relevant at different times
along such a dimension.

Casson (1990 ) has identified four approaches to entrepreneurship in economic theory. The first
approach has to do with the factor distribution of income and “seeks to identify a factor for
which profit is the reward.” The second is a dynamic approach emphasizing market processes
and “emerges from a critique of the static Walrasian concept of perfect competition. " The third
approach concerns ‘“the heroic Schumpeterian vision of the entrepreneur as an innovator whose
‘creative destruction’ regulates growth and fluctuation in the economy.” The fourth approach is
concerned with the relation between the entrepreneur and the firm and ‘“focuses on the
entrepreneur as decision-maker - in particular, his motivation and his perception of the

environment....”’

In general, however, these four approaches identified by Casson (1990) can be said to contain
clements of both the “Austrian’ School and the ‘Schumpeterian” School on entreprencurs and

entrepreneurship.
2.2.2 The Entrepreneur : risk-taking and uncertainty
The entrepreneur’s role in risk-taking, according to Schumpeter, is quite clear:

The entrepreneur is never the risk-bearer......... the risk falls on him as capitalist or as
possesor of goods, not as entrepreneur. Risk-taking is in no case an element of the

entrepreneurial function. (pg. 137)

The key distinction here is that risk-taking is not an inherent function of the entreprencur but the
result of the roles he plays as a conscquence of being an cntreprencur. Risk-taking is thus not
nccessarily a quality or characteristic of an entrepreneur as often cmphasized by other

writers (McClelland, 1961: Mcredith, ct al.. 1982: Timmons. 1985: Gibb. 1990) The cntreprencur



does not deliberately seek to take risks but accepts this as part of the overall role of an
entrepreneur.

Tropman, et al (1989) offer a somewhat similar view on the question of risk-taking. that is.
although risk is certainly a component of the introduction of new ideas, products. and services.

risk is neither a necessary nor a sufficient condition. It is a new approach not the risk that
characterizes an entrepreneur. (Pg. 6)

Manimala (1999) suggests that entrepreneurs need not be ‘risk-lovers” as traditionally thought of
them. It is more likely that their love for what they do urge them to accept and manage the risks
involved. They are therefore more of risk-managers and sometimes risk-avoiders, but may not be
risk-takers. Although risk-taking could be a necessary and probably unavoidable role that the
entrepreneur may have to play in the activities he performs as one, it is not a pre-requisite

rcquirement to becoming one.

While nisk-taking to some extent is inherent in the very nature of entrepreneurship, the common
notion that the entrepreneur is a risk-taker in a reckless sort of way or a gambler of some sort may
not be entirely correct. Rather, the entrepreneur is likely to be someone who takes calculated or
modcrate risks in a venture. Even so, such risks are undertaken when the entreprencur is fairly
confident of the outcome of the decision and in that sense the entrepreneur does not operate in an

cnvironment of total uncertainty.
Knight (1921) pointed out that risks do not necessarily mean uncertainty.

The word ‘risk’ is ordinarily used in a loose way to refer to any sort of uncertainty
viewed from the standpoint of an unfavorable contingency, and the term ‘uncertainty’

similarly with reference to the favorable outcome

The key difference is that rnisk would mean some quantity susceptible to measurement whereas
uncertainty would be largely non-quantitative. As pointed out by Perlman & McCann (1996).
“risk relates to knowledge of the appropriate probability distribution: uncertainty implies that

we do not know whether any such distribution exists. and that in fact it may not cxist.
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However, in a situation of complete certainty, the entrepreneur would make decisions based on
information he believes to be absolutely reliable and to that extent, the level of risk would be
minimal. The extent to which risk-taking becomes an issue in entrepreneurship is therefore haghly
dependent on whether he operates in a situation of certainty or uncertainty.

According to Cole (1965), uncertainty is inherent in entrepreneurship which is * characterized by
a large measure of uncertainty, such actions being modified in greater or less degree by

contemporary economic and social forces”.(Aitken, 1965: pp. 33)

The issue of uncertainty in the context entrepreneurship is therefore relevant and crucial as it
clarifies the environment in which the role of the entrepreneur is significant. Without the element
of uncertainty, entrepreneurial risk-taking may not be an issue at all.(Schmidt, 1996;. Wubben.
1996; Garello, 1996; Aimar, 1996; Davidson, 1996)

Kirzner (1982) has clarified that, in the absence of entrepreneurship, uncertainty is responsible for
what would be a failure to perceive the future in a manner sufficiently realistic to permit action.
Entrepreneurship pushes aside to some extent the swirling fogs of uncertainty that must be kept in
view when studying the market process.(Casson [ed] 1990 : pp. 97)

The importance of this linkage to uncertainty is not because the entrepreneur accepts the hazards
of business in an uncertain world but because “the entrepreneur, motivated by the lure of pure
profits, attempts to pierce through these uncertainties and endeavors to see the truth that will

permit profitable action on his part "(Casson [ed] 1990:pp. 98)
2.2.3 The Entrepreneur : judgement & alertness

Casson (1982) has emphasized the element of ‘judgement’ in defining the entrepreneur as
“someone who specializes in taking judgmental decisions about the coordination of scarce

resources ".(Pg. 23)

The issuc of judgement is relevant in entrepreneurship because it is related to the issue of risk-
taking. Entrcprencurs arc not reckless risk-takers but approach risk-taking in a mcasured
calculated manner under conditions of some uncertainty. In that context. the entreprencur exerciscs

judgement in various aspects such as which venturc to participate in, who to work with, which
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markets to enter and so on. In other words, the entrepreneur needs to make a Judgment on what
types of risks to take and how much of those risks to take.

It could therefore be argued that ‘uncertainty’ and “judgement’ are both elements in ‘nsk-taking "
If no risks are involved, it would be quite unlikely that judgement is required, especially in

situations of certainty. It is likely that the degree of risk-taking and judgement increases with the
level of uncertainty in a situation

Reekie (1984) in commenting on the emphasis on judgement in the definition by Casson (1982).
states:

This definition enables Casson to concentrate on full-time, decision-taking managers
(and not just on any and all ‘purposeful human actors ' as would Austrian economists)
in their role as coordinators of means and ends which are known. albeit only with

probabilities of unity or less. (pp. 90)

According to Reekie (1984), this definition enables Casson “at least partially, to break away

Sfrom neoclassical assumptions of perfect knowledge and equilibrium.”

Apart from the elements of risk-taking, uncertainty and judgement, discussions on the entrepreneur
in cconomics have also revolved around the issue of alertness. The importance of alertness in
defining the entrepreneur has been proposed by Kirzner (1985), who argue that entreprencunal
activities “reflect(s) the decision-maker’s belief that he has discovered possibilities that both he
and his actual or potential competitors had hitherto not seen.” (pp 7) Such discoveries may
rcflect alertness to changed conditions or other neglected opportunities which may already be in

existence but remain unexploited or potential opportunities that are likely to anise in the future.

Kirzner (1980) has also suggested that it is the approach of the entrepreneur that differentiates him

from others:

If an employer hires an entrepreneur. clearly it is the employer who is the entrepreneur
because he has seen the entrepreneurial quality of the employee rather than the

emplovee himself.
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This distinction is important because it differentiates the entrepreneur from the non-entrepreneur
in terms of his alertness in recognizing opportunities, including opportunities that might be
presented by entrepreneurial employees. Thus, “even if an emplovee has the alertness 1o
recognize opportunities, but has not had the alertness to recognize his own alertness. to that
extent he lacks a fundamental entrepreneurship.” The clear differentiation here is that
entrepreneurship consists of finding opportunities to make profit for oneself:

To the extent that an employee in a corporation is able to make profit for himself.
entrepreneurship can and does exist within the corporation. The extent to which such
profit is legitimate, or the particular legitimate forms such profit-making may take. may
be quite subtle. ( IEA, 1980, Pg 55-56 )

Eckhardt and Shane (2003) have proposed that the role of opportunities in the process of
entreprencurship needs to be re-examined. According to them, prevailing theories on
entrepreneurship have sought to explain entrepreneurship as a function of the types of people
engaged in entrepreneurial activity. They argue that early researches on entrepreneurship focus on
equilibrium theories which fail to capture entreprencurship adequately. They suggest that to
“successfully explain entrepreneurship requires researchers to assume or allow
disequilibrium.” Accordingly, they define entrepreneurial opportunities as “situations in which
new goods, services, raw materials, markets, and organizing methods can be introduced through
the formation of new means, ends, or means-ends relationships.” For entreprencurial
opportunities to exist, people must not agree on the value of resources at a given time. In order to
exploit entreprencurial opportunities, the entreprencur must believe that the value of resources.
used in accordance to a particular means-ends framework, would be higher than if exploited in
their current form. Several forms of entrepreneurial opportunities are also suggested: information
asymmetry-based opportunities, supply vs. demand side changes, productivity-enhancing vs. rent-
seeking opportunities, and initiator of the change.

This viewpoint appears to be shared by Shook, et. al. (2003) who also suggest that carly
rescarches on cntreprencurship assume perfect information and markets are in equilibrium. They
argue that “the equilibrium framework assumes that no individual could discover a
misalignment that would generate an entrepreneurial profit because at any point in time. all

opportunities have been recognized and all transactions perfectly coordinated.” They have
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therefore suggested a model explaining the new venture as the direct outcome of the individual's
intentions and consequent actions. This model is illustrated in Figure 2.4

However, it is important to note that alertness itself is something already inherent within the
entrepreneur. Entrepreneurial alertness is not a resource to be used for decision-making but
something which is already part of the entrepreneur’s characteristic.

In this viewpoint, the potential availability of entrepreneurial alertness in a society is not to be
seen as something available to be used by society. Instead, the quality of entrepreneurial alertness

is recognized as something which emerges into view and displays itself at the precise moment
when decisions have to be made.

It can be argued that from the standpoint of economics, the entrepreneur is someone who has a
strong sense of alertness in secking out opportunities and capable of risk-taking and making
judgement under conditions of uncertainty. All these are aspects of decision- making by the
cntrepreneur. By making such crucial decisions, the entrepreneur creates the future. As pointed out
by Davidson (1996), “entrepreneurship, which is but one facet of human creativity. by its very

nature, involves cruciality”. (Pg. 32)

Kao (1993, 1997) distinguishes 3 aspects that need to be considered when studying
entrcpreneurship, namely, (a) entreprencurship as the process of doing something new (creative)
and/or something different ( innovative) for the purpose of creating wealth for the individual and
adding value to society, (b) the entrepreneur as a person who undertakes a wealth-creating and
value-adding process and (c) Enterprising culture as a commitment of the individual to the

continuing pursuit of opportunities and developing an entreprencurial endeavour.

2.2.4 The Entrepreneur & factors of production

Wilken (1979) defines entrepreneurship as “the combining of factors of production to initiate
changes in the production of goods. "(pp. 60) Changes can be quantitative (eg cxpansion or
changes in the amount of goods produced) or qualitative (eg innovation or production of new

goods. or changes in the manncr in which cxisting goods are produced)

In this respect, three categories of innovations are identified:
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e Factor innovations: those involving factors of production

(eg. Financial, labour. materials)

e  Production innovations: Technological innovations (creation
of new techniques. application of

‘invention, organisational innovations)

o Market innovations: Changes in the way the “entrepreneur
relates to the market for his goods
(Product innovations, diversification,

discovery of market yet to be exploited)

This viewpoint of the entrepreneur as a change agent who introduces changes to the market by his
activitics essentially fits well into the Schumpeterian idea of the cntreprencur who causcs

‘creative destruction’ by introducing ‘new combinations .

Cole (1965) notes that in its simplest term, entrepreneurship can be defined as “the utilization by
one productive factor of the other productive factors for the creation of economic goods."
However, such a definition, admits Cole (1965) means little as it raises other questions like: Why?
How? Through what institutions and instrumentalists?

According to Lim (2001), entrepreneurs play an important role being innovators in an economy. | "
They may or may not be inventors or capitalists. Their functions include the introduction and
spread of new and better methods of production and distribution, the finding of new markets, the
discovery of new sources of matenal supply and new methods of mobilization of resources, and
the introduction and spread of new products and services. Thus the presence of entrepreneurship
is a key component contributing to the level of economic development of a country. Lim (2001)
has suggested the EGOIN Theory which states the level of economic development is a direct
function of the EGOIN; that is, the higher and better thc EGOIN, the higher the cconomic
achievements of the country will be. Conversely, the lower the EGOIN, the lower will be the
cconomic achievements, EGOIN being the acronym for Entreprencur (E), Government (G).
Ordinary Labour (O), Investment (1), and Natural Resources (N). In terms of capital . EGO 1s
human capital. °I’ is physical capital and ‘N’ is natural capital. The EGOIN Theory cmphasizes
the strategic and dynamic role of EGO. thc human capital. which is the active agent of
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development. This is contrasted with IN, which are important but inactive agents. The *‘G™ or
government or political leadership is the centre of ‘E” and ‘O’ In a command economy. there is no
‘E’, which explains its ability to develop economically. (Lim, 2001: pp 334)

The entrepreneur himself can also be viewed as a scarce resource. According to Kirzner

(1980), we must begin to recognise entrepreneurship “as a scarce, valuable resource of

which our economic models had better begin to take careful account” (IEA Pg.9)

Thus, the entrepreneur can be considered as a scarce resource and a factor of production which
needs to be nurtured and managed well. At the same time, the entrepreneur 1s also someone who is

able to marshal resources and manage factors of production for the good of the economy.

2.2.5 The Entrepreneur as Manager

The question of whether the entrepreneur is also a manager has also been discussed extensively in

the literature.

Korth (1985) makes a clear distinction between the two roles. While recognizing that the two roles
might be complementary and tightly interwoven, he argues that they are distinct from each other

and cites the following example:
Henry Ford, for all his entrepreneurial genius in building the Ford Motor Company.
almost destroyed it by his inability to manage it well and by his inability to let others do

it for him.

Even though the entrepreneur may possess the leadership to marshal resources , the talent to spot
and cxploit opportunities, and the courage to take risks, he may or may not necessarily be a good

manager.

Bull, et al (1993) also maintain that the entrepreneur and the manager are distinct from cach other:
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A manager who operates an existing business, perhaps even with continuous adjustment
in small steps, does not cause discontinuity and thus, by definition, is not an

entrepr eneur.

This viewpoint is shared by Baumol (1993), who considers it important to differentiate between
the entrepreneur and the manager. The manager oversees the tasks assigned to him:

The managers see to it that inputs are not wasted, that schedules and contracts are met.
that routine pricing and advertising outlay decisions are made, that simple growth

processes entailing no novel procedures take place, and so on.

However, Hormaday (1990) has suggested that the professional manager is but one tvpe of small
busincss owner, the other being the craftman and the entrepreneur. Business ownership involves
exploitation of innovation and growth , loyalty to the firm/career, and desire for independence /
personal control. This typology of the small business owners presume that these 3 types of

business owners overlap in terms of the three attributes as illustrated in Figure 2.2

On the other hand, another viewpoint of entrepreneurship sees it as a form of management that
rclics on leadership. According to Kim Clark, the then Dean of the Harvard Business School:

...... entrepreneurship is a kind of management. It's a kind of leadership. It's not just
something which applies to a few people or a few circumstances. It 's a way of managing

and leading. (Asian Business; April 1997: pp. 44-45)

In this viewpoint, entrepreneurship in its most basic level has to do with leading and managing, It
is not something limited only a start-up company, a small business or to firms in any particular

industry. It is something far more prevalent and fundamental.

While the entrepreneur may also double as a manager, his role is not the same as he/she must be
morc innovative in finding and implementing new ideas or new approaches and also to lcad and
inspire others in his team. So while some entrepreneurs may be also good managers. it does not
follow that all managers arc necessarily entreprencurial or need to be so. According to Scnior
Minister Lee Kuan Yew of Singapore. thc manager is primarily somcone who administers and

manages availablc rcsources in the most efficient way whercas the entreprencur is someone who

52



sees opportunities where others see problems.(The Straits Times, 6 Feb 2002; The Business
Times, 6 Feb 2002)

Kao (1997) has suggested that much is wrong with corporate management today with its over
emphasis on , among other things, profit maximisation, and use of “dehumanised strategies
that squeeze humanity out of the organisation” . He observes that in corporate management.
four leadership styles may be possible, namely position or autocratic leadership, democratic
leadership, professional or technical leadership and entrepreneurial leadership. According to Kao
(1997), “an entrepreneurial leader is someone who can always work with others and is a
dynamic individual, with a positive, supportive attitude who believes that in every problem
situation there are perceived opportunities.” (pp 260) When such leadership exists in a
corporation, rank, position, title or location and size of office do not matter to the individual. This
suggests that the corporate manager can also be entrepreneurial provided he displays such
cntrepreneurial leadership.

An entrepreneurial corporate manager can create an enterprising culture in the corporation. This
does not mean that everyone in the corporation starts a business, but that everyone has an
enterprising spirit. Too much control can stifle entreprencurship and in an entrepreneurial
corporate environment, “staff roles are important, but they also have the entrepreneurial role to

play like everyone else. " (pp 213)

Kao (1997) offers the view that an entrepreneur-founder can transmit his entrepreneunial values
throughout the organisation through a systematic 5-stage transfer process. This implies that as the
entrepreneur’s venture grows, the need for a deliberate and well-planned succession programme
may be nccessary if the venture is to grow further. This viewpoint is endorsed by Hamm (2002),
who has suggested that the qualities that serve entrepreneurs well in launching businesses often
bring them down as their companies grow. This is because of four tendencies which retard their
ability to scale. These are loyalty to comrades, task orientation, single-mindedness and working in
isolation. But this is not to say that in the carly stages of their businesses, entrepreneurs do not
plan. A study by Bhide (1994) indicates that the comprehensive , analytical approach to planning
undertaken in the corporate world may not be suitable for start-ups. Entreprencurs typically lack
time and money for market research and analysis . However, astute entrepreneurs do plan and
strategize extensivcly. though not in a complete manner, because they realisc that “businesses

cannot be launched like space shuttles, with every detail of the mission planned in advance. -
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2.2.6 Beyond the Austrian — Schumpeterian Schools

According to Baumol’s (1993), the role of the entrepreneur “is that of disturber of the economy:
it prevents the economy from falling into a rut” This Schumpeterian perspective views the
entreprencur as being unable to leave things in their existing state and is prone to shaking the
existing equilibrium . If things start off in equilibrium, this status will be soon undermined by the
entrepreneur’s innovative acts. By the same token, if the initial state entails disequilibrium. the

entreprencur’s alertness will not allow it to continue.

Bull, et al (1993), having reviewed selected literature on the entreprencur. also maintain that
Schumpeter’s definition is most accurate:

Schumpeter’s definition is acceptably precise. An entrepreneur is the person who
carries out new combinations. causing discontinuity. The role is completed when the

function is completed.

While the Schumpeterian view is common, not all feel that the distinction is clear .Binks and Vale
(1990) have reviewed the definitions of other economists and comment that some clear issues have
not been addressed in the definitions they reviewed. They note that in all these definitions “there is
a failure to make a clear distinction between the process of economic development and any
associated employment.” They argue that the generation of economic development and resulting

cmployment should not be treated lightly:

This simplification that entrepreneurs, economic development and employment creation
are all part of an ‘enterprise package’ has led to the formulation of policies which fail

to accommodate the mechanisms of development and employment.

Based on an analysis of the contributions made by the above writers, Binks and Vale (1990)
conclude that there exist three categories of entrepreneur which appear to have been identified 1n
the historical concept:

e Entreprencurs who are reactive, that is. “they respond to market signals and in

doing so convey and facilitate the market process. They arc the agents of

adjustments. ”
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* Entrepreneurs “who cause economic development by introducing and innovating

ideas which fundamentally rearrange the allocation of factors of production.

o Entrepreneurs “who, in their management. cause improvements of a gradual
nature to existing products and processes. They do more than merely purvey the

market process, they change it but in a gradualistic rather than a fundamental

manner.”’

Clearly, these three categories of entrepreneurs can be said to embody elements of both the
Austrian and the Schumpetenan ideas of the entreprencur. The entrepreneur in categories (i) and
(iii) resemble the Austrian entreprencur as they clearly move toward equilibrium by making
adjustments in a gradual manner. The entrepreneur in category (ii) is close to the Schumpeterian
entrepreneur as clearly by introducing innovations and rearranging the factors of production. he

upsets the existing equilibrium.
Binks and Vale (1990) therefore offer an alternative viewpoint of the entrepreneur. In their

definition, entreprcneurial activity is * an unrehearsed combination of economic resources

instigated by the uncertain prospect of temporary monopoly profit.”

Gibb (1990) has also tried to analyze the definitions of the entreprencur from the economists’
viewpoints and have categorized these definitions in Fig 2.1 as follow:
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UNEXPLOITED OPPORTUNITIES
(Kirzner. Shapiro)

RISK TAKER; NON-STANDARDISED,
UNCERTAINTY UNSYTEMATIC ACTS
(Cantillion, Knight) (Baumol)
ORGANISES NEW PRODUCTIONS
PRODUCTION COMBINATION
(Say. Schumpeter) (Schumpeter)
/ ENTREPRENEUR? \
INTRODUCES MANAGER
NEW METHODS (Marshall. Say)
NEW PRODUCTS CAPITALIST
(Quesnesey) (Turgot)
NEW MARKETS
(Rosan)

Figure 2.1 The Economists and the Entrepreneur
Source: Donckels,Rik and Miettinen, Asko [eds] (1990), New Findings and
Perspectives in Entrepreneurship: pp 36 . Gower Publishing Company, UK.

Although the notion of the entrepreneur in economics may be broadly categorized as belonging to
the ‘Austrian School’ and the ‘Schumpeterian School’, there are clearly various perspectives of
thinking within these two schools. The main argument between these two schools is whether the
entrepreneur maintains equilibrium (The Austrian School) or destroys existing equilibrium (The
Schumpeterian School). However, as pointed out by some writers, the line between the two
opposing schools may not be all too clear.(Cheah, 1990; Binks and Vale, 1990),

In reviewing past definitions on entrepreneurship, Wu (1989) has also pointed out the overlaps and
inconsistencies. According to Wu (1989), Say’s notion of the entrepreneur was ambiguous
because the entrepreneur was sometimes treated “as a capitalist and at other times as a
labourer. " Cantillon characterized the entreprencur as an individual who engages in business
“without an assurance of the profits he will derive from his enterprise.” Von Thunen, according
to Wu, described the entreprencur as a person “who is preoccupied with the fortune of the

business "; through trial and tribulation, he deals daily with contingencies.



Clearly, the types of attributes and activities associated with the entrepreneur in economics can be
varied and numerous. Kirzner (1985) has noted:

What is remarkable is that economists have, over the past two and half centuries.

reached such a variety of conflicting conclusions concerning the essential character of

such entrepreneurial activities.(Pg 6)

In summary, the entrepreneur in economics may be broadly classified as Austrian or
Schumpeterian on the basis of the entrepreneur’s role towards equilibrium. However. as pointed
out by Visser (1995), “general equilibrium models leave no place for the entrepreneur. and
economics without the entrepreneur is like Hamlet without the prince ... " On closer cxamination,
it would appear that the line separating the two categories is not as clear as it might seem and in
many respects, there are similarities. However, on balance, it would appecar that Schumpeter's
view of the entrepreneur is widely accepted by many writers (Binks and Vale, 1990; Baumol.
1993; Bull, et al., 1993; Thurow, 1999; Hamel, 2000) on the basis that the entrepreneur is an
agent of change by virtue of his entrepreneurial activities.

2.3 Types of Entrepreneur

This section deals with the issue of whether entrepreneurs can be categorized and if so, how such
categorization could add further understanding of the entreprencur. At a more general level,
entreprencurs might be classified as those who are craftmen as against those who are opportunists
as proposed by Woo ct al (1991). Entreprencurs might also be classified as those who are
corporate entrepreneurs working within the corporation (Kirzner, 1980; Pinchot, 1985; Hisnch.
1985. Kiscr, 1989; Prokpenko, 1991; Stevenson et al., 1990 ) or those starting ventures on their
own or with others. In public sector entrepreneurship, typologies like ‘true entrepreneurs’, partial
entrepreneurs’ and ‘reluctant entrepreneurs " have also been used to describe gencral practitioncrs
practicing medicine. (Ennew, et al.. 1998) In economics, entrepreneurs have also been classified
in a number of tvpologics ( Reekie, 1984; Casson, 1990; Cheah, 1990; Binks & Vale, 1990. Gibb.
1990 ). This section reviews some of these classifications and attempt to draw some conclusions

that might be relevant
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2.3.1 Craftmen vs Opportunists

Woo, et al (1991) suggest that entrepreneurs can be broadly classified as either craftmen or
opportunists:

Research studies over the last decade appear to converge on two types of entrepreneurs.

craftmen and opportunists... ...

In their study, craftmen entrepreneurs are those that are likely to have a blue collar background
with limited education and managerial experience. Such entrepreneurs would typically prefer
technical work to administrative tasks. They are usually motivated by needs for personal

autonomy rather than the desire for organisational or financial success.

On the other hand, entrepreneurs who are opportunists tend to have broader experiences and
higher levels of education. Such entrepreneurs are likely to be motivated by financial gains and the

opportunity for building a successful organization.

This classification is simple and probably useful as a basic approach to understanding
cntreprencurship. Craftmen typically are hands-on and practical and tend to value their skills and
take pride in doing a good job. Craftmen tend to value the particular job they perform or the things
they arc making to the extent that what they do is more important than being in business.
Opportunists, on the other hand, conjure up images of entrepreneurs who seize business
opportunities regardless of whether they have a background in the particular industry. They tend
to value the business process and value the money making aspects of being in business and being

successful.

However, the problem with this simple approach is that it does not address the many contextual
complexities of entrepreneurship. Some entreprencurs might enter a particular trade not
necessarily because of his particular background, eg, those who inherit a business. In other cases.
cntrepreneurs might be limited in the type of ventures available because of the environment. cg

cntrepreneurs in a developed market economy vs those in a developing economy and so on.

On a small sample, this categorization might be applicable but on a larger sample, it might not be
appropriatc. Woo ct al (1991) concede this:
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Craftmen-opportunist classifications may be highly convenient ways of anchoring our
classifications and descriptions of entrepreneurs, yet the polarity inherent in such a

distinction was not supported on a large sample.

Thus, while the craftmen-opportunists might be a convenient way to classify entrepreneurs it does

not provide for a comprehensive typology for examining many other relevant details.

Homaday (1990), however, has pointed out that small business owners are not all necessary
entrepreneurs and it is useful to examine entreprencurship as part of wider owner typologies, with
the craftman being part of the typologies. The 3 types of business owners identified by Homaday

(1990) are the craftman, the professional manager and the entrepreneur as illustrated in the
following diagram. (Figure 2.2):

CRAFTMAN
Practising a trade,
craft or occupation

Desire for
Independence /
Personal
control

Loyalty to the
Firm / career

Business
Ownership

PROFESSIONAL ENTREPRENEUR

MANAGER Pursuing
Building an Exploitation of personal
organisation Innovation & wealth

growth

Figure 2.2 Three types of small business owner
Sourccs: Hornaday, R. W..( 1990)."Dropping the E-words from Small Business Research”™, Journal of
Small Business Management, Vol 28: pp 22-33; Bridge, Simon .. O'Neil . Ken .. and Cromic. Stan
(1998), Understanding Enterprise, Entrepreneurship and Small Business:pp 50 . MacMillan Press. UK

Krucger (1995) has suggested that entreprencurs and cnterprising persons must both perceive the
probablc outcomc of their cndcavours in a favourable light and belicve that they have the

wherewithal to succeed. In this process, perception is very important and may be morc important
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than reality. The favourable perception may be derived from personal preference and social
approval for enterprise / entrepreneurship. The wherewithal come from experience . innatc and
learned attributes that might enhance enterprising propensity and from skills , knowledge, and
resources that increase self-efficacy. However, the light and the wherewithal by themselves may
not be sufficient. A trigger or key event may be necessary to start the individual on an enterprise
course of action. These suggestions by Krueger (1995) may be illustrated as follows (Figurc 2.3):

Personal
desirabilty .
Perceived
desirabili
Perceived ty
social norms
Propensity INTENTIONS . | Entrepreneurial
to act (Potential) activity
//
Perceived Perceived Precipitating event
self-efficacy feasibility (displacement)

Figure 2.3 Intentions model of entrepreneurial potential (simplified)
Sources: Krueger, N. F. (1995), Prescription for Opportunity : How Communities
Can Create Potential for Entrepreneurs, Washington, DC., Small Business
Foundation of America, Working Paper 93-03 : pp 10; Bridge, Simon ., O’Neil ,
Ken .. and Cromie, Stan (1998), Understanding Enterprise, Entrepreneurship and
Small Business:pp 56 , MacMillan Press, UK

This approach is shared by Shook, et al (2003) who suggest that new ventures are neither forced
into being random or passive by-products of the environment. They suggest a model with
cntrepreneurial intentions as a starting point to the seizing of opportunities. The entrepreneunal
intention is a conscious state of mind that precedes action. Once an entreprencunial intention is
formed, the search for opportunities begin, after which a decision has to be made whether or not to
cxploit thc opportunity. Once a decision to pursue the opportunity is made, action is then
undertaken to translate intent into a new venture. The final component in the framework is the
centerpnsing individual. This framework is illustrated as follows (Figure 2.4):



| Enterprising Individual

PSYCHOLOGICAL
E;ri:::allty Entrepreneurial
Values Intent
Attitudes
Meeds
Traits

Opportunity Search

And Discovery
CHARACTERISTICS
Demographics
(egs gender, age) I -
Education Decision to exploit
Past expefiences by New Venture
Abilities Creation
A

COGNITIONS Opportunity
Content-Knowledge Structures Exploitation Activities
Processes-Biases Heuristics

Figure 2.4 Model on Venture Creation and the Enterprising Individual
Source: Shook, Christopher L., Priem, Richard L., and McGee, Jeffrey E.
(2003). “Venture Creation and the Enterprising Individual : A Review and
Synthesis”, Journal of Management, 29 (3) 2003: 379-399

It could be argued, therefore, that entreprencurs who seek, see and / or seize opportunities may
have some predisposition or attributes for such behaviour. This suggests that not all opportunity

seeking behaviour may be inborn and may be due to influences from society or the environment.

2.3.2 Routine and ‘new-type’ entrepreneurs

Leibenstein has identified two broad types of entrepreneurs based on their activities: the first type
he called routine entrepreneurship( “which is really a type of management™) and the rest he

classified as Schumpeterian or “new type " or ‘“‘N-entrepreneurship” (Casson. 1990: pp. 525)

Routine entrepreneurship refers to “activities involved in coordinating and carrying on a well-
established. going concern in which the parts of the production function in use (and likely
alternatives to current use) are well known and which operates in well-established and clearly

defined markets. "
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N-entreprencurship, on the other hand, refer to “the activities necessary to create or carry on an
enterprise where not all the markets are well established or clearly defined and or in which the

relevant parts of the production function are not completely known.” To be successful. the

entrepreneur  “must fill in for the market deficiencies”

In reviewing Leibenstein’s theory of entrepreneurship, Binks and Vale (1990) note both the
positive aspects as well as shortcomings.

The first major positive aspect refers to “the existence of a notion of inefficiency and lost output
which may be attributed to a mismatch between the utility functions of the labour component of
the commercial process”. The second refers the “perceived ability to supplement skill patterns
that enhance organizational performance.” In support of this, Binks and Vale (1990) quote the

example of the transfer of Japanese management skills into British industry in recent years.(pp 38)

The shortcomings relate to “the static elements which prohibit a clear perception of the dynamic
role of entrepreneurship.” Binks and Vale (1990) argue that Leibenstein’ entreprencur disregards
the everchanging environment within which the Schumpeterian entrepreneur operate. (pp 38 - 39)

However, in summary, Binks and Vale (1990), acknowledge the usefulness of Leibenstein’s theory
of entreprencurship, in particular “the distinction which Leibenstein draws between
entrepreneurial activity that principally relies upon a wholly new combination of resources and

that which refines an existing combination.”(pp. 39)
2.3.3 Arbitrage, speculative and innovative entrepreneurship

Kirzner (1985) has suggested that there are three major types of entrepreneunial activities :

arbitragc activity, speculative activity and innovative activity.

Arbitrage activity involves the “discovery of a present discrepancy (net of all delivery costs)
between the prices at which a given item can be bought and sold. " Such entreprencurs discover
an opportunity for pure gain because those who sell at the low price are simply unaware of those
who buy at the higher pricc. and vice versa. In this respect. the arbitrage entreprencur might be an
opportunist. (Woo et al., 1991)
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Speculative activity is engaged by the entrepreneur “who believes that he or she has discovered a
discrepancy (net of all relevant carrying costs and to be revealed through subsequent history)
between the prices at which a given item can be bought today and sold in the future.” Such

entreprencurs are also opportunists who are able to take calculated risks in a situation of
uncertainty.

Innovative activity “consists in the creation (for a future more or less distant) of an output.
method of production, or organization not hitherto in use.” This aspect of entreprencurship

focuses on the strategic orientation and creative capability of the entrepreneur in spotting
opportunities that others might not notice.

Although these three major categories of entrepreneurial activities imply that only the functional
approach 1s considered, this is not the case. All these activities are likely to be conducted by
entrepreneurs with certain characteristics or traits. For example, arbitrage and speculative
activitics are likely to be undertaken by entrepreneurs who are not averse to risk-taking and who
are unafraid of failure. Innovative activities are more likely to be undertaken by entrepreneurs who
are creative and have a strategic orientation. Such activities would also fit well into the N-

entrepreneurship proposed by Leibenstein.
2.3.4 Catalytic, allocating, refining & omega entrepreneurs

Binks and Vale (1990) have identified four types of entrepreneurs:

e The Catalytic entrepreneur
e The allocating entrepreneur
o The refining entrepreneur

e The omega entrepreneur

The catalvtic entrepreneur is someone who introduce innovative changes that have such a major
impact that they displacc the equilibrium in the circular flow as defined by Schumpeter. It is only
the catalytic activity that introduces the potential for growth but it is the allocating activity that
capitaliscs on that potential. (Binks and Vale, 1993)
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The allocating entrepreneur is alert to market gaps and the patterns of demand that emerge. The
allocating entrepreneur may sense opportunities following a catalytic event. Binks and Vale
(1993) suggest that in recessionary and depressed economic conditions, these two tvpes of
entrepreneurship are particularly crucial. In terms of nisk, the catalytic activity will carry the
highest degree of risk as “there is no precedent or data on which to calculate risk”. Allocating
activity will carry substantial but lesser risk. (Binks and Vale, 1993)

The refining entrepreneur is the one who aims to profit from improved organisational efficiency
applied to an existing allocation of resources. Such refining activity is the least ‘risky ' vanant of
entrepreneurship. (Binks and Vale, 1993)

The omega entrepreneur is a subgroup of the refining entrepreneur and is a temporary
entrepreneur in so far as the initial viability, or quasi viability, of the business is denived from low,

post-disturbance cost.

Having identified the four groups of entrepreneurs, Binks and Vale (1990) go on to stress that “the
entrepreneur can include an individual ploughing a lone furrow, a group of individuals working

independently of any business organisation, or an existing commercial organisation. "
2.3.5 Profit & non-profit oriented entrepreneurs

However, monetary goals such as profits may not be the only objective of all entrepreneurs. Kiser
(1989) writes:

Hyman Rickover was a military-minded entrepreneur. He had a vision and fought
tenaciously for its realization but was not motivated in his struggle by money. Lawrence
Livermore Laboratory is the child of Edward Teller, a defense science entrepreneur

motivated by ego and ideology. (pp 1)
A similar view is expressed by Toh (1993):
Many successful entrepreneurs are not driven by materialism. There are other things at

stake. It may be a passion for a product or a desire to make contribution to the country.

(The Sunday Times, November 14. 1993)



These views on the entrepreneurs not being motivated by profit or materialism are shared by
Huefer et al (1994) who highlights the success of Peter Ueberoth in organising the 1994 Olympics

as an example.
Amit, et al (1993) categorise entrepreneurs as follow:

Entrepreneurs can be categorized into those who are profit-seeking, either working
individually or in a corporate setting, and those who are not profit seeking. working in

charitable, government and other not-for-profit organizations (eg universities).

In a study of public sector entrepreneurship in the context of primary health care, evidence
suggests that different types of entreprencurship in the form of reduction in inefficiency. price-
quality arbitrage and innovation exist among general practitioners. Three broad groups of
entreprencurs may be identified among the general practitioners. The ‘frue entrepreneurs ’ tend to
be enthusiastic and have a certain zeal for fundholding. The ‘partial entrepreneurs’ tend to be
internally oriented (for example improving offices and computers) while the ‘reluctant
entrepreneurs’ tend to be characterized by ideological resistance to private care and markets in
health care. (Ennew, et al., 1998)

The entrepreneur is thus someone working individually or within an organization who brings about
innovative ideas. This implies that while there may be an element of risk involved in bringing
about such innovations to the marketplace, profit may not necessarily be a pre-requisite since the
cntrepreneur may exists in non-profit and government organizations. This notion of the
entrepreneur contrasts sharply with the conventional description of the entrepreneur who is often

scen in the context of profit-making as a result of risk-taking.
2.4 The Entrepreneur Beyond Economics.

In the previous section, entrepreneurship and the entrepreneur from the various perspectives in
cconomics were discussed. Since the concept of entrcpreneurship onginated and evolved from the
discipline of economics, this was a useful starting point and several themes were highlighted and
revicewed. To provide a balance to the overall literature review. this scction will discuss
entreprencurship and the entrepreneur from perspectives beyond economics. Attempts to define

cntreprencurship and the cntrepreneur have also come from many other sociological directions -
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from those who write generally about entreprencurs to academics and researchers who offer a
variety of perspectives. This section begins with a general discussion of entrepreneurship and the
entrepreneur. Two general approaches are then distinguished and discussed. The first approach
focuses on the functional approach, that is, the things that entreprencurs do that make them
entreprencurs. This approach largely has to do with the activities of entrepreneurship. The second
approach — that is, the indicative approach - focuses on the things about the entreprencur that
make them entrepreneurs. This approach has much to do with the behavioural characteristics of
the entrepreneur or the attributes by which an entrepreneur may be recognized.

The section ends with a working definition of what might constitute an entrepreneur in the context
of this research, with particular reference to entrepreneurship in the SME sector in Singapore.

2.4.1 The General Approach

Maul and Mayfield (1990) capture one simplistic perspective of the entrepreneur which
cmphasizes thc entrepreneur’s journey as one “filled with crossroads, detours , and unexpected
challenges.” The very word ‘entrepreneur’, according to them. “evokes images of the
adventurer, the pioneer, an independent spirit in pursuit of the fulfillment of passions and

dreams, one who dares assume the risk of the success or failure of a business venture .

In this common view often perceived by the general public, the entrepreneur is seen as an
interesting character to be admired for his ability to meet challenges and making something out of
very limited resources. The entrepreneur is seen as an opportunist who seizes the chance whenever
opportunitics arc sensed. Sometimes, the entrepreneur is viewed as a flamboyant or maverick

character.

Shefsky (1994) has suggested that “dictionary definitions of entrepreneur are useless ™ and has
preferred to define “entrepreneur’ by tracing the components of the word to their latin roots:

‘entre’ means enter; ‘pre’ means before; and ‘neur’ means nerve center, that is:

. someone who enters a business - any business - in time to form or change
substantially that business s nerve center........ It doesn 't matier whether the business is a

fledging stari-up or an institutional giant.



The entrepreneur in this context refers to someone who creates a business and brings about
changes to the direction of the entity he has started.

Burch (1986) describes the entreprencur and entrepreneurship as follows:

Entrepreneurship is the act of being an entrepreneur, a derivative of the French term
‘entreprendre’, which means ‘to undertake; to pursue opportunities; to Julfill needs and

wants through innovation and starting business’.

In this definition, the entrepreneur is one who undertakes a venture, organizes it, raises capital to
finance it, and assumes all or a major portion of the risk. Burch’s entrepreneur is “the change
agent, the source of innovation and creativity, the schemer. the heart and soul of economic

growth. " (Burch, 1986, Pg 24)

Kuratko & Hodgetts (2001) define entrepreneurs as “individuals who recognize opportunities
where others see chaos, or confusion. They are aggressive catalysts for change within the
marketplace.” In their perspective, entrepreneurship is “more than the mere creation of
business ... ... (it) is the symbol of business tenacity and achievement.” These perspectives are
fairly similar with those of other writers on entreprencurship.(Zimmerer and Scaborough, 1996;

Hisrich and Peters, 2002.)

Generally entrepreneurs are seen as individuals in the business context who starts a business
venture and turning it into a success regardless of the circumstances. However, this does not tell us
very much with regards to the specifics like: what characteristics do entrepreneurs possess?; Is it
thc way they think ? Is it what do they do that make them entreprencurs? Is becoming an

entrcpreneur a process?

Thus, at the broad level, we could describe entrepreneur as enterprising individuals who undertake
risk by venturing into new ventures or enterprises and entreprencurship as the whole process of
being cntreprencurial and enterprising.  We can further subject entreprencurship and the
cntreprencur to a more detailed review from two scparate but complementary approaches.
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2.4.2 Functional and Indicative Approaches

According to Casson (1982), the entreprencur can be looked at from two approaches: the
functional approach and the indicative approach. The functional approach savs simply that ‘an
entrepreneur is what an entrepreneur does’. It specifies a certain function and deems anvone who
performs this function to be an entrepreneur. The indicative approach provides a description of the
entrepreneur by which he may be recognized.

In the functional approach, it might be possible to determine entrepreneurs from the activities he
performs in the market, eg, introducing of a new product or service, creating a new market, being
able to differentiate himself from other businesses, being more marketing-oriented than
competitors, being able to take calculated risk and so on. On the other hand, the indicative
definition is very practical and sees the entrepreneur in terms of his legal status, his contractual
relations with other parties, his position in society, and so on. The indicative approach also sccs
the entrepreneur in terms of the behavioural characteristics displayed. Entrepreneurs might be seen

as people who are bold, decisive, innovative and creative, not afraid of failure and so on.

It can be said that the functional definition focuses on entrepreneurial activities and things the
entrepreneur does that makes him entreprencurial whereas the indicative definition focuses on the

personality and traits of the entrepreneur.

Stevenson (1999) has suggested that neither approaches is being sound since the degree to which
entreprencurship is synonymous with “bearing risk’, “innovation’, or even ‘founding a company" is
not uniformly found in all entrepreneurs. Each of these terms focuses on some aspects of some
entreprencurs.  That is, if one has to be a founder to be an entrepreneur, then neither Thomas
Watson of IBM nor Ray Kroc of MacDonald’s will qualify “yet few would seriously argue that
both these individuals were not entrepreneurs.”(Stevenson, 1999). Indeed, Manimala (1999)
has suggested that the focus of entrepreneurship research has to shift from “what entreprencurs

arc” to ‘what entrcprencurs do’
In summary, entrepreneurship can be approached from many perspectives and as a theory, there

is no onc best single well-articulated underlying theory of entreprencurship. As pointed out by

Alvarez and Bamney (2000), “a fundamental issue that may underlie the inability to develop
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entrepreneurship theory is that the necessary and conditional assumptions of entrepreneurship

are at best difficult to model in economic terms.” (pp 64)
2.4.3 The Entrepreneurs’ Activities : what they do that make them entrepreneurs.

Timmons (1989), views entrepreneurship at the micro-level and sees it “as the ability to create
and build something from practically nothing. It is initiating, doing, achieving, and building an

enterprise or organisation, rather than just watching, analyzing or describing one.”(Pg. 1)

The entrepreneur in this context has the ability or sense to detect an opportunity in the midst of
chaos, contradiction and confusion. He displays the ability to build a team of people to
complement his skills and talents. This includes also the ability to seek out and utilize resources.
financial and otherwise, to carry out his venture. The entrepreneur in this definition is also willing
to take calculated personal and financial risks.

Drucker (1985), much in line with Schumpeter, acknowledges that innovation and creation of
value are key elements of entreprencurship. He, however, wamns that the elements of nisk-taking
and starting of small businesses may not necessarily reflect true entrepreneurship. Drucker (1985)
argues that a husband and wife who start another stall or restaurant are not necessarily
entrepreneurial although they undertake some risks in the venture. This is because “all they do is
what has been done many times before,..... but create neither a new satisfaction nor new

consumer demand’’.

In contrast, Drucker (1985) cites the example of MacDonald’s chain of restaurants as being

entrcprencurial on account of the element of innovativeness in the venture:

It did not invent anything new.............. But by applying management concepts and
management techniques......... McDonald’s both drastically upgraded the yield from

resources. and created a new market and a new customer. This is entrepreneurship. (pp

21)

According to Drucker (1985). the entrepreneur is able to use innovation as a specific tool to

“exploit change as an opportunity for a different business or a different service. " Entrcprencurs
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therefore search purposefully for the sources of inmovation and use these to create and exploit
opportunities.

Drucker’s view is shared by Banfe (1991) :

..... an entrepreneur does not open another muffin shop. An entrepreneur creates a
different way to serve a muffin; delivering it to homes or customers with a special butter
or jam, or some other unusual twist which did not exist before. The entrepreneur finds a

new way to market muffins, perhaps aroma or ambience or service. (pp. 1)

A similar view has been expressed by Y.Y. Wong, founder of the WyWy Group in Singapore, who
was reported to have said at the Charter Meeting Of Global Growth Companies held in Singapore
on September 19, 1995, “the young man who starts a chicken rice stall.....this does not make him
an entrepreneur....He neither creates a new pleasure nor a new consumer
desire......Entrepreneurship is a practice that creates new markets and new customers through
innovative means.”’ (The New Paper, 20 September 1995.) This viewpoint was further reinforced
in an interview Y.Y. Wong gave in early 1999 when he suggested that “entrepreneurship is not
only a matter of 1Q. It embodies creativity, innovation, change, perseverance and

purposefulness.” (Asia 21, February 1999: pp 6-9)

Robinson (1990) emphasizes innovation as a key in defining the entrepreneur, who “looks for
the incongruous in the world, treats it as an opportunity and then subjects his vision to detailed

and thorough scrutiny” (pp. 27)
Banfe(1991), puts it this way:

Entrepreneurship is rethinking conventional paradigms, discarding traditional ways of
doing things. The old and proven methods might have applied in the past. but
entrepreneurs are possessed with contriving new ways which are better, or they simply

create new and improved products.(pp. 2)
These various defimitions emphasize one common thread that charactenze typical entreprencurs.

They do not neccssanily have to introduce a new product or service. although that could be a

possibility. What is more essential is the innovative or fresh approach taken by the person that
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makes him entreprencurial. The element of innovation or innovativeness therefore is the central
theme that characterizes the approach of entrepreneurs.

Kao (1989; 1991) sees entrepreneurs as catalysts who use creativity to conceive innovations and
zeal to implement them. In his view, entrepreneurship attempts “fo create value through
recognition of business opportunity, the management of risk-taking appropriate to the
opportunity, and through the communicative and management skills to mobilize human,

financial, and material resources necessary to bring a project to fruition”

This viewpoint is shared by Kuratko & Hodgetts (2001), who define the entrepreneur as “a
catalyst for economic change who uses purposely searching, careful planning, and sound
judgment in carrying out the entrepreneurial process. Uniquely optimistic and committed, the
entrepreneur works creatively to establish new resources or endow old ones with a new capacity,

all for the purpose of creating wealth”

The issue of the entrepreneur as someone who takes some risks is pointed by Anderson,

et al (1990):-

..... we treat anyone who is willing to risk his or her money, time, and prestige on a new

venture as an entrepreneur.

However, as pointed out by Manimala (1999), entrepreneurs may be more aptly described as risk-

managers or even risk-avoiders, but certainly not always risk-takers.

Nevertheless, the entrepreneur in this context is seen as someone who exercises some degree of
creativity in exploiting opportunities. He is also seen as someone with the ability to marshal
resources to achieve success in the venture (Timmons, 1989). However, he is also someone who is

ready to take some risks in the pursuit of opportunities.(Anderson et al., 1990 )
Stevenson, et al. (1989) do not consider it useful to limit the definition of the entreprencur to

cconomic functions that arc “entreprencunial” or to the traits common in potential entreprencurs.

Instead, entreprencurship is given a behavioural dimension:
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From our perspective, entrepreneurship is an approach to management that we define

as follows: the pursuit of opportunity without regard to resources currently

controlled.(pp.7)

This summary definition of entrepreneurial behaviour is further refined against the background of
six critical dimensions of business practice: strategic orientation, the commitment to opportunity.
the resource commitment process, the concept of control over resources, the concept of

management, and compensation policy.

Christensen, et al (1994), in rejecting that narrow definition of entrepreneurship from the
perspectives of inherited personality traits or small business ownership, see it as “learned
behavior that is opportunity driven without regard for the resources currently controlled.”
Specifically, they define entreprencurship as the “ability to make rapid commitment to
opportunities that arise in a multi-stage decision mode, often using other people’s resources.
managing through networks of personal relations, with the expectation that one will be rewarded

in direct proportion to the new value created”. (pp 61-62)

The entrepreneur is seen as decisive in making decisions with regards to managing resources and
managing relationships. In the process of doing so, the entrepreneur is able to inspire confidence in
others about the venture. At the same time, the entrepreneur must also create value for others as

pointed out by Morris, et al (1994):

...we define entrepreneurship as the process of creating something different, with value.
by devoting the necessary time and effort; assuming the accompanying financial,
psychic, and social risks; and receiving the resulting rewards of monetary and personal

satisfaction. (pp. 189)

This definition of entrepreneurship is in line with the observation of Hills (1994; 1995) who

charactenizes entrepreneurship as:

A process that takes place in different environments and settings that causes changes in
the economic system through innovations brought about by individuals who generate or
respond to economic opportunities that create value for both these individuals and

society. (pp. 16)
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The way entreprencurs generate or respond to opportunities need not be in the context of pure
chance and could be well planned and managed. Casson (1982) emphasizes the aspect of active
planning and management in describing the entrepreneur:

An entrepreneur may be characterized as an active planner. and a non-entrepreneur as
a passive planner. Because entrepreneurs are active planners they invest heavily in

decision-making, while passive planners allow their decision to be taken as it were by

default.(pp. 28)

Carland, et al (1984) have also considered the entrepreneur in terms of his innovative behaviour in

pursuing and managing business success:

An entrepreneur is an individual who establishes and manages a business for the
principal purpose of profit and growth. The entrepreneur is characterized principally by

innovative behavior and will employ strategic management practices in the business.

This is very much in line with the observation of Bjerke (1998) who sees entrepreneurship as “the

co-creation and co-maintenance of a new venture by various economic actors. " (pp 264)

McGrath and MacMillan (2000) state that habitual entrepreneurs have five characteristics in

common, namely (pp.2-3):-

o They passionately seck new opportunities

e They pursue opportunities with enormous discipline

o They pursue only the very best opportunities and avoid exhausting themselves and their
organizations by chasing after every option.

e They focus on exception — specifically, adaptive execution.

o They cngage the cnergies of everyone in their domain.

Brandt (1997) claims that the 1970s entrepreneur tended to start something, build it up, sell out,
get out and start the cycle again. The 1990s entrepreneur, on the other hand. tends to be part of an
entrepreneurial team that sticks with the ship and keeps on innovating.
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Wickham (1998) suggests that entrepreneurs are first and foremost individuals who live and
function within a society. They are not characterized by every action they take, but by a particular
set of actions aimed at the creation of new wealth. In other words, entrepreneurship is about value

generation.

Reich (1999) has proposed the concept of “collective entrepreneurship” where the team is really
the hero of any successful entrepreneurial venture. In this context, collective entreprencurship
gxists where individuals skills are: (a) integrated into a group, (b) close working relationships
among people at all stages of the process, (c) entails different organization structure, and (d)
workers do not fear technology and automation as a threat top their jobs. Indeed, Mourdoukoutas
(1999) has suggested that “the business strategy of the future will be one that focuses on revenue
growth and on the constructive destruction of conventional corporations through collective
entrepreneurship, rather than on operational effectiveness alone. ”(pp.1) This is particularly so

because of globalization, increasing integration and interdependence of world markets.

The entrepreneur can thus be seen from the perspective of the things he does that make the person
an entrepreneur. Some of these most common functions entrepreneurs typically perform identified

from the literature review are summarized in Table 2.1:

What entrepreneurs do: References
The functional approach i
Creates wealth / value; Drucker (1985); Timmons (1989); Kao, J (1989, 1991); Kao, '
Creates something from nothing Raymond (1993); Momris et al (1994);, Hills (1994; 1995);
Kuratko & Hodgetts (1999); Bjerke (1998)
Seeking , detection, Drucker (1985); Stevenson et al (1989); Timmons (1989); Kao, J
& exploiting opportunities (1989; 1991); Christensen et al (1994); Hills (1994;1995):
McGrath and MacMillan (2000).
Pursues innovations & Carland (1984); Drucker. (1985); Robinson (1990) . Wong
innovativeness ; (1995); Miner (1996); Brandt (1997)
Acts differently; acts in new ways
Plans & manages resources; Casson (1982); Carland et al (1984); Stevenson et al (1989).
Able to marshal resources Kao, John (1989; 1991); Kuratko & Hodgets (1999).
Takes moderate / calculated risks Kao, John (1989. 1991) ;. Anderson et al (1990)

Table 2.1 Summary of the common functions of entrepreneurs

The functional approach to examining the entrepreneur brings out the things that they do
most often and most consistently that make entrepreneurs. These key behavioural
dimensions of the entrepreneur can also be examined vis-a-vis the entrepreneur’s

character traits or personality to determine any possible linkage or relationship.
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2.4.4 The Entrepreneurs’ Personality & Character Traits: what they are that make them

entrepreneurs

The issue of whether entrepreneurs by nature display a set of standard character traits or
personality is an interesting one. If such personality can be observed to be uniform among
entrepreneurs, it could mean that entrepreneurs can be identified at a fairly early stage. Also. it
will clarify the issue of whether entrepreneurs are born or whether they can be trained. Another
possible issue that could be resolved would be whether individuals develop these characteristics
after they have become entrepreneurs or whether the characteristics are already there in the first
place and becoming an entrepreneur is only a matter of time. In addition, we could ask whether

there are successful entrepreneurs who display none of these characteristics.

McClelland (1961) has identified 3 major characteristics displayed by entrepreneurs with high

need for achievement:

o The first is that of taking moderate risk.
e The second is the taking of personal responsibility.

o The third is their interest in concrete knowledge of the results of decisions

The first key characteristic of an entrepreneur is taking moderate risk, often through innovation.
The taking of moderate risks here does not mean just arithmetic ability based on established rulcs.
Rather, taking moderate risks would imply taking a decision without knowing in advance whether
the decision will be correct. Such decision-making is not gambling but involves a combination of
knowledge, judgment, and skill. When the decision turns out well, the entrepreneur then get a

scnsc of personal achievement.

The second characteristic concerns the taking of personal responsibility. Entrepreneurs prefer
tasks which challenge them and involve a moderate degree of risk. Again , this does not imply they
arc gamblers because in gambling situations even if they win, they get no sense of personal
achievement since winning is the result of luck, not skill. They want the outcome of a decision to
be dependent on their own skill or ability and to that extent prefer to take personal responsibility
for their decisions.
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The third characteristic has to do with their interest in concrete knowledge of the results of
decisions. According to McClelland (1961), the entrepreneur also likes a job that gives him
accurate knowledge of the results of his decision. Such results might be growth in sales. output or

profit margins as these yardsticks ordinarily tell him whether he has made a correct decision or
not.

Meredith, et al. (1982 pp.3) citing a workshop conducted at the East-West Center, Honolulu in
1977, state that “entrepreneurs are action-oriented, highly motivated individuals who take risks
to achieve goals”. They provide the following list of characteristics and traits that provides a

working profile of entrepreneurs: Self-confidence; Task-result oriented: Risk-taker: Leadership.
Originality and Future-oriented

These qualities are fairly consistent with what others have written about entrepreneurs from the
perspective of characteristics or personality. For example, Pierce (1980) suggests that .. the

successful entrepreneur must have admirable qualities " and states:

He must be energetic, imaginative, courageous, knowledgeable and able to command
respect. But he need not be unselfish, nor even honest. Leadership may call for skill, but
it is not of the essence of entrepreneurship to know of and to promote everything that

might be relevant to the wider needs of society. (IEA, 1980 : pp 131)

This perspective sees the entrepreneur as having crucial qualities necessarily for personal success
and not necessarily the wider success which include the interest of society at large. That could
mean that monetary profits might well over-ride non-monetary goals. This could place the
entrepreneur in a negative light as it could portray him as a mercenary of some sort, one aspect
referred to as ‘the dark side of entrepreneurship’.(Kuratko & Hodgetts, 2001)

This self-centredness of the entrepreneur has also been highlighted by Casson (1982), who states
that “entrepreneurs are motivated by self-interest " , are more concerned with “the amount of
deference and respect they receive from other people’”” and “operate their business purely with a

view to maximising the profit they obtain from a given amount of effort.” (pp 250)

Whether motivated by self-interest or otherwise, the entreprencur is nevertheless someone who

relishes a challenge. Pinc ct al. (1982) describe entreprencurs as “generally divergent thinkers.
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eschewing traditional solutions. For them, ‘it's always been done this way' is meaningless. and

‘it can’t be done’ is a challenge”. (pp. 14)

Timmons (1985), having distilled from 50 research studies, summarizes the characteristics of the
entrepreneur as follow: Total commitment, determination and perseverance: Drive to achieve
and grow; Opportunity and goal orientation; Taking initiative and personal responsibility:
Persistent problem solving ;Realism and a sense of humour; Seeking and using feedback:
Internal locus of control; Calculated risk-taking and risk-seeking; Low need for status and

power; Integrity and reliability.

These characteristics are both external as well as internal. The external characteristics are easily
observed as they manifest themselves quite distinctly. These would include commitment,
determination and perseverance, realism and a sense of humour, secking and using feedback and
calculated risk-taking. Other internal characteristics like internal locus of control might bc more

difficult to observe.

According to Burch (1986), “a galaxy of personality traits characterize individuals who have a
high propensity 10 behave entrepreneurially.” He lists nine of the more salient ones as follow : 4
desire to achieve, Hard workers; Nurturing quality; Accept responsibility; Reward - oriented

efforts: Optimistic, Excellence oriented; Organizer; Money oriented.

Kao, Raymond (1993, 1997) has done a comparison of the characteristics of entrepreneurs based
on the studies of Hornaday (1982) and Gibb (1986). This is shown in Table 2.2:
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Hornaday (1982) Gibb (1986)
Self-confidence Creativity
Perseverance, determination Initiative

Energy, diligence High achievement
Resourcefulness Risk-taking (moderate)
Ability to take calculated risks Leadership

Need to achieve Autonomy and independence
Creativity Analytical ability
Initiative Hard work

Hard work Good communication skills
Flexibility

Positive response to changes

Independence

Foresight

Dynamism, leadership

Ability to get along with people

Responsiveness to suggestions

and criticisms

Profit-orientation

Perceptiveness

Qptimism

Table 2.2 Comparison of Entrepreneurial Attributes
Source: Donckels Rik and Miettinen, Asko (eds) ( 1990), New Findings and Perspectives in
Entrepreneurship :pp 69, Gower Publishing, UK.

The above list implies that entrepreneurs have characteristics that are mentally, emotionally and
physically stable and positive. One key charactenistic of entrepreneurs appears to be their
optimism and proactive attitude as a change-agent.

Indeed, Kiser (1989) goes as far as to compare entrepreneurs to political reformers:

The qualities needed by entrepreneurial innovators are similar to those of political
reformers, for they are fundamentally a similar breed. Both need a vision 10 pursue.
Both have to be optimists as well as risk-takers. Political reformers want to reengineer
society and entrepreneurs want to engineer new products. Yet, both have the same

ultimate challenge: to sell their vision and to make it work in practice. (pp. 205)

Gibb (1990) has argued that the entrepreneur can be defined as “an individual exhibiting a high
profile of a number of enterprising attributes” which hc lists as follow: Initiative: Strong
persuasive powers; Moderate rather than high risk-taking ability: Flexibility: Creativity:
Independence / autonomy; Problem - solving ability: Need for achicvement: Imagination: High
belicf in control of onc’s destiny; Leadership; Hard work. (Donkels & Micttinen [ed], 1990: pp 39)
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Anderson, et al. (1990) list the following as among the most prominent entrepreneurial
charactenistics and traits : Innovative: Willing to take risks; Aggressive; Self-confident: Willing
to Work Long Hours; Highly competitive; Superior in Conceptual Ability; Educated: Healthy.

Caird (1990) suggests that significant entrepreneurial characteristics may include the following:

* strong motivation, governed by a high need to achieve. a high need for
autonomy and power and a low need for affiliation
o behaviour, characterized by calculated risk-taking and innovation

e self-concept, governed by an internal locus of control.(pp 143)

Chell, et al. (1991) have proposed that entrepreneurs are: Opportunistic: Innovative: Creative:

Imaginative; Ideas-people; Proactive;, Agents of change. They go on to observe that:

entrepreneurs (as distinct from owner-managers) appear to thrive on change; they enjoy

a lot of activity going on around them and, we would suggest, are restless and get bored

easily. (pp. 8)

Handy (1991) observes the following quality about successful entrepreneurs with regard to their
mental approach and attitude towards failure:

Entrepreneurs, the successful ones, have on average nine failures for every success. It is
only the successes that you will hear about. the failures they credit to
experience......Getting it wrong is part of getting it right......... if you do not try you will
not succeed and if it fails, there is always another day, another opportunity. (pp. 53)

This approach emphasizes the mental toughness attribute as a key quality of successful
entreprencurs who are able to face failurcs and even take them as learning expericnces . Instead of
being brought down by failure, such entrepreneurs recover from their failure by mentally treating

it as the flip sidc of success.

Amit. et al (1993), describe the following as essential characteristics of entreprencurs:
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........ creativity, adaptiveness, technical know-how, vision and leadership ability.
managerial and organizational skills, ability to make decisions quickly and to act in a
rapidly changing and uncertain environment, personal integritv. a range of cognitve
decision-making biases, and the entrepreneur’s cultural background and education. (pp

817)
This observation is more or less similar to Chan, et al (1994):

. he is independent, hardworking, flexible, adaptive, innovative. risk-taking and
visionary. He has a generalized set of personality competences which enable him to
meet new challenges and adapt to them flexibly; he will conceive new ideas and
implement them against the odds; he will seize whatever opportuniiy there is to develop

his business vision. (pp. 173)

Miner (1996) suggests that there are actually four types of entrepreneunal personalities, namely.
(a) the personal achiever, (b)the super salesperson, (c) the real manager and (d) the expert idca
generator. Each of these entrepreneunal types has his/her own unique characteristics and is most
likely to succeed in certain types of situations where those charactenstics are most relevant.

Kuratko & Hodgetts (2001) point out that “new characteristics are continually being added to
this ever-growing list” but nevertheless propose that the most commonly quoted entreprencurial
characteristics include the following: Commitment, determination and perseverance; Drive to
achieve; Opportunity orientation; Initiative and responsibility; Persistent problem solving:
Seeking feedback; Internal locus of control; Tolerance for ambiquity; Calculated risk taking:
Integrity and reliability; Tolerance for failure: High energy level: Creativity and
innovativeness, Vision; Self-confidence and optimism; Independence; Team building. These
characteristics arc very much similar to those listed by other commentators. (Gibb, 1986:
Donckels, et al., 1990; Hormaday, 1992; Zimmerer and Scaborough, 1996; Bjerke. 1998. Baven,
2001 Kaplan. 2001: Hisrich and Peters, 2002; Southon and West, 2002.)

In his interviews with a cross section of various successful entrepreneurs throughout S .E.
Asia, Church (1999) has identified some common threads linking these personalities as :

work hard; study and obtain at least a university education; be honest; be motivated; have
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a goal; seize opportunities when they come; keep your intentions clear; be prepared to
overcome obstacles; work seven days a week if necessary; be lucky.(pp. XI) . In addition,
one other common thread he observes is that many of these entrepreneurs “started

building their businesses in times of economic and political crises ... "(pp XIV)

Thus, the list of attributes or characteristics common among characteristics are not conclusive .In

concluding their discussion on the question of entrepreneurial tendencies, Anderson, et al (1990)

have commented:

...... it is nearly impossible to create a profile of an entrepreneur that would easily

differentiate her or him from the average person in the work force. (pp 10)

The character traits that are supposedly possessed by entrepreneurs are diverse in the literature
and therc appears to be no standard set. As pointed by Amit, et al (1993). * we simply do not

know whether there is an essential set of entrepreneurial characteristics and what that set is."

However, although there has been no clear universal agreement on the definite personality or traits
that charactenizes successful entrepreneurs, it is nevertheless fairly obvious that some¢ common
characteristics appear to be displayed by successful entrepreneurs. On that basis, an understanding
of the morc prevalent traits can be useful to the understanding of entreprencurs and

entrepreneurship.

Lafuente and Salas (1989) have defended the relevance of personal characteristics in the study of

centrepreneurship:

Personal characteristics of entrepreneurs, and especially their motivations and work
experiences, are therefore relevant factors in the study of entrepreneurship. since they
will lie behind the supply side of entrepreneurial activities and will have to be closely

identified in any public policies orientated to promote such activities. (pp 18)
However, Bhide (1994) has suggested that there is no ideal entrepreneur. Successful entreprencurs

“can be gregarious or taciturn, analytical or intuitive. good or terrible with details. risk-averse

or thrill-seeking. " This viewpoint is shared by Crainer and Dearlove (2000), who state that “a
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smart entrepreneur is a smart entrepreneur regardless of their age, social status, or shoe size.

In reality, it is all about new patterns of thinking than it is a hard and fast demographic grouping.

Despite the limitations of approaching entrepreneurship from the perspective of the entrepreneur’s

characteristics or personality (what they are), it is nevertheless useful as it provides a list from

which some distillation might be made. From the review of the literature, the characteristics that

appear to be most commonly associated with the entrepreneur can be summarised as in Table 2.3:

What entrepreneurs are:
The indicative approach

References

Imaginative; creative; original;
Innovative; visionary; far-
sighted; Future-oriented;
foresight.

Pierce (1980); Meredith et al (1982); Pine et al (1982). Hornaday
(1982); Timmons (1985). Gibb (1986; 1990); Kiser (1989): Anderson
et al (1990); Caird (1990); Chell et al (1991). Amit et al (1993):
Chan et al (1994); Crainer and Dearlove (2000)

Determination; perseverance;
committed; independent;
hardworking; drive; energy;
takes the initiative.

Pierce (1980); Meredith et al (1982), Hornaday (1982). Timmons
(1985); Burch (1986); Gibb (1986); Anderson et al (1990); Chan et al
(1994); Church (1999); Schwarz, 1999.

Willing to risks; takes moderate
/ Calculated risk-taker

McClelland (1961); Meredith et al (1982). Timmons (1985);
Hornaday (1982); Gibb (1986; 1990); Kiser (1989). Caird (1990):
Johnson (1990); Anderson et al (1990); Chan et al (1994) .

Optimistic; highly motivated

Meredith et al (1982); Hormmaday (1982);, Casson (1982); Kiser
(1989); Caird (1990); Kuratko & Hodgetts (2001); Church (1999).

Opportunistic; quick to seize
opportunities

Chell et al (1991): Chan et al (1994). Church (1999).

Need for achievement;
Goal-oriented

McClelland (1961); Meredith et al (1982); Timmons (1985); Burch
(1986);, Gibb (1986; 1990); Johnson (1990); Church (1999).

responsible; leadership

Self-confidence; knowledgeable;

McClleland (1961): Pierce (1980); Meredith et al (1982); Hornaday
(1982); Timmons (1985); Burch (1986); Gibb (1990); Anderson et al
(1990); Amit et al (1993).

Table 2.3 Summary of the common characteristics of entrepreneurs.

2.4.5 Functional and Indicative Perspectives : putting them together

It would appear from the literature reviewed so far that the entreprencur is not just what the

entreprencur  docs (the functional approach) or what the entreprencur is (the indicative approach).

To define the entrepreneur in terms using this simplistic approach would deny the complexitics

involved. Clecarly, the cntrepreneur may be a combination of what he does and what he is.
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According to Tropman, et al (1989), the entrepreneur is both thinker and a doer. As a thinker. he ™
sees an opportunity for a new product or service, a new approach, a new policy. or a new way of
solving an historic problem.” As a doer, “he seeks to have an impact on the system with her or

his idea, product, or service. It is this thinking-doing combination that gives entrepreneurial

efforts their special appeal.” (pp. 5)

Gartner (1990) has attempted to identify the entrepreneur through various attributes and these are
classified along 8 themes: The Entrepreneur; Innovation; Organization creation: Creating value:

Profit or Non-profit; Growth; Uniqueness, The Owner-Manager.

Clearly, these elements include not only characteristics of the entrepreneurs (what thev are) but
also the things they do (what they do). The first element clearly shows the personality or
characteristics required of the entrepreneur while the second element involves what they do. In fact
we could say the other elements involve the process of entrepreneurship (eg profit/non-profit,

growth, unique)

Another combination approach proposed by Tropman , et al (1989) is described as the
“Ensemble Approach to Entreprencurship” or “The Four C’s Theory Of Entrepreneurship” which
encompasses four basic concepts: Characteristics, Competencies, Conditions, and Context (pp.

10).

The concept of Characteristics covers the psychological traits of the entreprencur. The concept
of Competence suggests that certain skills and behaviors of entrepreneurship can be learned
and must be practised. The concept of Conditions suggest that certain conditions - within the
family. within th¢ Firm, within the Community - that are favorable must prevail; these can be
largely given in part, but they can also be cultivated. Finally, there are certain Contexts - larger
scale, macrocnvironmental forces — that affect entrepreneurship; these are largely beyond the

control of the entrepreneur.

The Four C’s approach also clearly incorporates elements of the entrepreneur’s personality as
well as actions. Characteristics imply the presence of some key traits inherent in the entreprencur
while competencies would indicate his skills or capabilities . ie. what he does. The external aspects
in the framework . conditions and context would indicate that the entreprencur is able to function

In circumstances sometimes beyond his control.

83



Cunningham and Lischeron (1991) regard entrepreneurship as a multi-faceted phenomenon and
proposes six different schools of thoughts, with each offering a special dimension to one or many
of those facets. These schools may be summarized as follow (Table 2.4):

Entrepreneurial School of Thought Focus

Great Person School Inborn characteristics of entrepreneurs and their success
stories.

Psychological Characteristics School Specific and unique psychological traits of entrepreneurs.

Classical School Innovation and creativity . Identification of opportunities

Management School Pursuit of business opportunities and usc of appropriate
management tools to concretize their accomplishments

Leadership School Leadership qualities of entrepreneurs

Intrapreneurship School Entrepreneurship behaviour in existing organizations.

Table 2.4 The Six Entrepreneurial Schools of Thought
Source: Cunningham, J. Barton and Lischeron, Joe (1991), “Defining Entreprencurship”, Journal of
Small Business Management, 29 (1), January, 1991: 45-61

The first facet (Great Person School) focuses on the personal qualities and values of the
entreprencur, where the entrepreneur is considered as an extra-ordinary being. The second
(Psychological Characteristics School) considers the distinctive traits and special psychological
characteristics of the entrepreneur. The third (Classical School) considers the issue of innovation
and identification of opportunities. The fourth (Management School) suggests that entrepreneunal
success may be improved by technical and non-technical managerial skills. The fifth (Leadership
School) suggests that entrepreneurs are often leaders who assign objectives to and guide their
employces toward the achievement of specific goals. The sixth (Intrapreneurship School)
recognizes the need to change the strategic orientation to make the firm more adaptable.
Companics suffer from a lack of innovation and insufficient capacity to respond to an ever

changing global environment.

However. in reviewing the proposition of Cunningham and Lischeron (1991), Fayolle (2002)
points out that such an approach would require that researchers need to understand each dimension
of the entreprencurial process. In reality, however, not all successful entreprencurs might fit into
the categorics at any one time. It would seem not possible to understand the entreprencunal
phenomenon by isolating it in order to only study one of the facets. Each contributes knowledge to
the object of study from its own perspectives. It is by taking all these facets and vanables into
account that a complete and comprehensive understanding of the phenomenon can be achicved and

therefore make it casicr to describe . explain and to understand. Therefore. Fayolle (2002) suggests




the relevance of the process approach in the scientific observation of entrepreneurship, seen as a
multi-faceted phenomenon.

Kuratko and Hodgetts (2001) have also developed a ‘schools of thought’ approach by dividing
cntreprencurship into specific activities. This involves two major viewpoints which are further
sub-divided into six distinct schools of thought; three within each of the two different views
(Figure 2.5):

Environmental School of Thought

Macro View Financial School of Thought

Displacement School of Thought

Entrepreneurial School of Thought (People School)

Micro View Financial School of Thought

Displacement School of Thought

Figure 2.5 Environmental Schools of Thoughts
Source: Kuratko, Donald F. and Hodgetts ,Richard M.,(2001), Entrepreneurship :

Contemporary Approach, 5" ed., Harcourt College Publishers, USA.

The macro view of entrepreneurship presents a broad range of factors relating to the success or
failure in entreprencurnial ventures; these are classified into three schools of thought, namely (1)
The Environmental School Of Thought; (ii) The Financial / Capital School Of Thought and (i11)
The Displacement School Of Thought.

The Environmental School focuses on the external factors that may be a positive or negative forcc
in the entreprencur’s life. In this argument, the cntrepreneur’s desires arc moulded by the

influcnce of institutions. values and mores in the society he lives in.



The Financial / Capital School focuses on the capital-secking process and emphasizes the search
for seed capital and growth capital as central to the development of entrepreneurship. This School
examines entrepreneurship from an entirely financial standpoint, arguing that decisions involving
finances occur at every major point in the entrepreneurial venture from start-up right through to

decline or succession.

The Displacement School looks at entreprencurship from the perspective of group dvnamics. In
other words, the group “affects or eliminates certain factors that project the individual into an
entrepreneurial venture.” This assumes that individuals will not pursue a venture unless they are
displaced from doing other things. The three types of displacement are : political displacement,

cultural displacement and economic displacement.

The micro view on entrepreneurship explores the factors that are specific to entrepreneurship and
are part of the internal locus of control. In this perspective, the entreprencur has the ability or
control the outcome of each influence. Within this view are three schools of thought: (i) The
Entrepreneunial Trait School (Or People School), (i1) The Venture Opportunity School and (iii)
The Strategy Formulation School.

The Entrepreneurial School focuses on the characteristics or traits that are common to successful
entreprencurs. If these traits can be copied or emulated, then entrepreneurial success can possibly
developed. Furthermore, if some of these key traits can be observed at an early age, then
cntreprencurial success may be identified in advance and the risks of failure may be eliminated or
minimized.

The Venture School focuses on the opportunity aspect of entrepreneurship. This school
emphasizes the scarch for sources of ideas, the development of concepts, and the implementation
of opportunities. In this viewpoint, creativity and market awareness are crucial and “developing
the right idea at the right time for the right market niche is the key to entrepreneurial success.

The Strategic Formulation School emphasizes the planning and management process of successful
cntreprencurial venture.  This perspective focuses on the management capability of entreprencurs
that require an interdisciplinary approach to seek success from unique markets. unique peoplc.

unique products and uniquc resources.



While the “Schools Of Thoughts™ approach does attempt go bevond the functional and indicative

approach in describing the entreprencur and entrepreneurship, it is by no means conclusive.

Another approach which integrates the functional and indicative approaches with other factors
might be the multidimensional approach proposed by Johnson (1990). In this approach.
entreprencurship i1s seen as a complex, multidimensional, framework which combines the
individual, the environment, the organization and the venture process. Each of these dimensions
consists of specific factors (Table 2.6):

The individual:
Need for achievement; Locus of control; Risk-taking Propensity; Job satisfaction; Previous work
experience; Entrepreneurial parents; Age; Education.

The environment:

Venture capital availability; Presence of experienced entrepreneurs: Technically skilled labor force;
Accessibility of suppliers; Accessibility of customers or new markets; Government influences:
Proximity of universities; Availability of land or facilities: Accessibility of transportation: Attitude of
arca population; Availability of supporting services; Living conditions.

The organization:
Type of firm; Entreprencurial environment; Partners; Strategic variables (cost, differentiation. focus);
Competitive entry wedges

The process:

The cntrepreneur locates a business opportunity; The entrepreneur accumulates resources, The
entreprencur markets products and services; The entreprenecur produces the product; The entrepreneur
build an organization; The entreprencur responds to government and society.

Table 2. 6 A Multi-dimensional Typology on Entrepreneurship
Source: Johnson, Bradley. R. (1990). “Toward a Multidimensional Model of Entreprencurship : The
Casc of Achievement Motivation and the Entrepreneur”, Entrepreneurship Theory and Practice,
Spring. 1990: 39-54.

This approach has some similarities to the 4 C’s approach proposed by Tropman et al (1989). It
cssentially incorporates the key factors that work interactively to influence entrepreneurship. It
moves away from the departmentalized approach and takes a dynamic, process view which
appears to be more realistic. Vanations of the process approach to the study of the cntreprencur
and entrepreneurship have also been suggested by several other writers. (Ronstadt, 1984. Kao. R.
1993 Hills, 1994. 1995, Bygrave, 1994; 1997)

While thcre are limitations to approaching cntrepreneurship from the perspectives of what
entreprencur docs (the functional approach) and  what he is (the indicative approach). 1t 1s
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nevertheless useful as both aspects of the entrepreneur are closely linked. What the entrepreneur
does can be the direct result of what he is. Both these approaches can be integrated as follow
(Table 2.7):

What entrepreneurs do: What entrepreneurs are:
The functional approach The indicative approach
(Table 2.1) (Table 2.2)
Create wealth / value; Visionary; far-sighted; future-oriented; foresight.
create something from nothing.
Seeking, detection & exploiting opportunities Highly motivated; determination; perseverance;

committed; independent; opportunistic; quick to
seize opportunities.

Pursues innovations & innovativeness; Imaginative; creative; innovative: hardworking;

acts differently; acts in new ways drive; energy; takes the initiative.

Plans & manages resources; Self-confidence ;knowledgeable; responsible;

able to marshal resources. leadership.

Takes moderate / calculated risks Willing to take risks; moderate/calculated risk-
taker

Table 2.7 Integrating the functional and the indicative approaches

2.5 Towards a Definition in the context of this Research

Having reviewed the literature on entreprencurship and the entrepreneur, it has become clear that
therc arc no universally accepted definitions at the present time. Many approaches have been
proposed but no consensus appears to be forthcoming in the foreseeable future. There are several

rcasons why conscnsus is unlikely for some time to come.

2.5.1 Lack of universally - accepted definition.

Although much have been written on the subject of entrepreneurship, the literature at this
point is still not very clear or in total agreement on the definition of the entrepreneur and

entrepreneurship.
Koh (1987) has commented that “considerable diversity exists in the definition of the term

‘entrepreneur’ and in the economic and sociological theories on determinants  of

entrepreneurship”. The presence of competing theorics on what determines entreprencunal
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qualities and the difficulty in testing them imply the need for extreme caution when making cross-
country comparisons and when suggesting remedial action. (Koh, 1987: pp 88) Likewise. Lee
(1990) has commented that “the words ‘entrepreneur’ and ‘entrepreneurship have no well-

defined clear-cut meaning in the literature.” (pp. 66)

Chan et. al. (1994) have lamented that the literature is limited and confusing as “there is little
consensus on who are the entrepreneurs, whether they are born or nurtured, or whether

entrepreneurial skills can be developed through training and education. (pp 172

Hisrich (1994) suggests that “entrepreneurship is an even more confusing term with a multitude

of definitions being advanced from an economic , psychological . and business perspective " (pp
131-132)

The economist views the entrepreneur as someone organizes assets such as resources, labor and
materials and manages them toward new combination of greater value than beforc. The
psychologist sees the entrepreneur as someone driven by influences like the need to achieve. to
experiment, to accomplish, to succeed, and to be in a position of authority. The business
perspective views the entrepreneur and his or her innovative behavior as a potential threat because
the cntrepreneur often discovers better ways of utilizing resources ; in the process, the

entrepreneur creates wealth and employment opportunities.

Amit, et al (1993) while noting the lack of consensus in the definition of entrepreneurship,
points out that “clearly, there is a need for working definitions of both entrepreneurs
and entrepreneurship which distinguish between entrepreneurial activity in different

settings and allow measurement and comparison of performance results’.

Bull, et al (1993), on the other hand, have commented on the need not to be obsessed with the

question of dcfinition:

We suggest this desire to invent a better definition has misdirected research efforts
away from a useful theory of entrepreneurship. Prioritics may have been reversed. It is
possible that a reasonable theory of entrepreneurship might resolve the definitional

issue or render it somewhat irrelevant.(pp. 183)
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Kilby (1971) compares the search for the entrepreneur to hunting the Heffalump, “a rather large

and very important animal”’.

He has been hunted by many individuals using various ingenious trapping devices, but
no one so far has succeeded in capturing him. All who claim to have caught sight of him

report that he is enormous, but they disagree on his particulars. (Kilby, 1971: pp.1)

Similarly, Gartner (1990) has stated that “recent reviews of entrepreneurship research have
indicated the lack of an agreed - upon definition of entrepreneurship and. more basic. a concern

over what entrepreneurship constitutes as a field of study.......

Chell et. al.(1991) also observe that “the problem of identification of an entrepreneur has been
confounded by the fact that there is still no standard, universally accepted definition of

entrepreneurship.” (pp. 1)

Birley and Muzyka (2000) have also stated along the same vein that “a major question that
continues to exercise academics is the exact definition of ‘entrepreneurship’ and how far it

extends” (pp. ix)

One problem with defining the entrepreneur concerns its relationship to enterprise. Caird (1990)
points out that “enterprising people are not specifically entrepreneurs, where an entrepreneur is

defined as an innovative business owner-manager who takes calculated risks” .(pp. 137)

Part of the problem is due to the fact that entrepreneurs and enterprising people may have identical
psychological charactenistics, the difference being the entrepreneur’s specific association with a

business enterprise.

Burch (1986) has suggested that “.... the entrepreneur remains a partly charted universe and
really cannot be fully defined.

According to Kao (1991), “the challenge of defining entrepreneurship is compounded by several

factors ™



The first factor has to do with the individual’s understanding of entrepreneurship as it means
different things to different people. Secondly, “entrepreneurship™ is often viewed favourably and
seldom seen in negative terms. Third, while “entrepreneur” refers to a person, “entrepreneurship™
is more difficult abstract. Fourth, there is currently a lack of well-designed and controlled research
studies on the entrepreneur. Finally, definition is difficult when it is assumed that entreprencurship
and management are two different issues in business.

Baumol (1993) has suggested that “the entrepreneur is at once one of the most intriguing and
one of the most elusive in the cast of characters that constitutes the subject of economic

analysis. ”(pp. 2)

Despite the obvious difficulties and lack of consensus in defining the entrepreneur, it is essential
that an attempt is made to identify the entrepreneur in the context of this study so that the

direction of the study can remain in focus.
2.5.2 The Entrepreneur in the context of SMEs in Singapore.

In arriving at the working definition of the entrepreneur in the context of this study, key aspects of

the literature review have been evaluated and considered.

One approach is to consider the entrepreneur in the SME sector in Singapore from the perspectives
of economics. Both the Schumpeterian School entrepreneur and the Austrian School entrepreneur
can best describe the entrepreneur in Singapore. Entrepreneurs in the 1990s are likely to be both
sccond-gencration entrepreneurs who inhent their businesses as well as first-time entrepreneurs
who start the ventures on their own. It might have been possible for those who inherit businesses to
continue with incremental innovations whereas successful first-time entrepreneurs are likely to be

those who introduce radical innovations or pursue Schumpeter’s “creative destruction.’

Another approach is to consider the entrepreneur from sociological perspectives of what the
entreprencur docs (the functional perspective) and the entreprencur’s charactenistics (indicative
perspective). Singapore is a small competitive marketplace with relatively low entry barmers. To
succeed as cntreprencurs herc obviously requires great stamina, determination. optimism, hard

work, ctc.... ie. characteristics typically associated with being entreprencunal.
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Since the context of this rescarch is SMEs, entrepreneurship in the corporate, non-profit and
government environments are excluded. Accordingly, the working definition of the entreprencur
for the purpose of this research is as follow:-

The entrepreneur is someone who assumes the risks in exploiting opportunities in the
marketplace by starting a new venture or improving the performance of an existing
business, either alone or in partnership with others. In the process. the entrepreneur
introduces incremental and radical innovations resulting in the achievement of

personal, profit and market related goals.
2.6 Summary

This chapter has discussed various perspectives on entrepreneurship and the entrepreneur from
two broad directions of economics and social studies. Within economics, viewpoints from the
Schumpeterian and Austrian schools were discussed. While some see fundamental differences
between these two schools, others sce them as being complementary in nature. From the social
viewpoint, two broad perspectives were discussed; the functional approach descnibes the things
cntrecprencurs do that make them entreprencurs while the indicative approach describes the
character traits that make them entreprencurial. Whatever the viewpoints, it is clear that

entreprencurship and the entrepreneur have much to do with being a catalyst in the marketplace.

The entrepreneur in this context could be both Schumpetenan as well as Austnan in context.
However, since the Schumpeterian emphasis is on discrete rather than gradual change, there arc
important implications for marketing orientation. In a way, the Schumpeterian entrepreneur would
find it difficult to be marketing-oriented because there is no market information involved in his
decision-making since such information is yet to be created. In contrast, the Austnan entrepreneur
is morc likely to respond to gradual changes as a consequence of some sort of prior market
information or knowledge.

The next chapter will link entrepreneurship to marketing and provide a discussion on the relevance
and importance of the markcting-entreprencurship interface.
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Chapter 3
Marketing & Entrepreneurship : The Interface

3.1 Introduction

In Chapter 2, the vanous issues relating to entrepreneurship and the entrepreneur from economics
and sociological studies were reviewed and discussed. In this Chapter, the various issues relating
to the marketing-entrepreneurship interface will be addressed. The purpose is to discuss the
arguments relating to the marketing — entreptrencurship interface. This will provide the
background for developing the theorectical framework on the marketing-entreprenership interface
and the thesis’s main propositions later in Chapter 4. Issues relating to such an interface have been
studied by researchers for several years. In general, marketing is often associated with a more
formal discipline and could involve other functional specializations like marketing research,
forecasting, environmental analysis and management of the various components of the marketing
mix. (Morris and Paul, 1987; Zikmund and d’Amico,1999; Day, 1999; Kotler, 2003) . It implies
that some formal training may be necessary for such marketing skills to be learnt and mastered.
On the other hand, entrepreneurship conjures a different sort of image and is often associated with
the individual with or without formal training who nevertheless seeks, sees and seizes opportunities
in thc marketplace and in doing so cause ‘creative destruction’. Entrepreneurship has therefore
often been associated with innovativeness, risk-taking and proactiveness (Miller,1983; Hisnch
led], 1986; Morris and Paul,1987; Miles and Arnold.1991; Morrs and Lewis,1995; Bnidge, et.
al., 1998; Wickham, 1998; Stevenson, 1999; Lambing and Kuehl, 2000; Wawro, 2000; Kuratko
& Hodgetts, 2001; Beaver, 2002; Hisrich and Peters, 2002)

Although at first glance, marketing and entrepreneurship might be totally distinct from, and
unrelated to. cach other, a closer examination reveals some possible and significant linkages that
arc important to note. (Hills and LaForge, 1992; Hills [ed], 1994; Gardner, 1994: Hisrich, 1994;
Hills, 1995, 1997; Morris and Lewis, 1995; Carson, et. al., 1995: Collinson. 2002.) This chaptcr
therefore  attempts to examine such an interface to determine the extent and depth of these
linkages. If the interfaces arc morc complementary than appositional. then marketing may well be
the home of the entreprencurial process as suggested by Murray (1981) . However. the reverse
may also be truc as entreprencurship may well be part of marketing proccss. From the practical
point of view, companies may find that the informalities and unstructured clements of

entreprencurship may become a natural and desirable part of futurc management philosophy and
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development. From the perspective of a relatively developed economy like Singapore trving to
reinvent itself to stay competitive in a fast changing environment . the implications and lessons
learnt can contribute significantly to the reinvention process.

Section 3.2 explores the marketing concept and what it actually means in practice. Definitions on
marketing abound in the literature. However, there are no significant differences between many of
these definitions except for emphasis. What is crucial is that marketing generally has been
accepted to represent a certain philosophy of business which companies and organisations. and
even individuals, can adopt for success. Adoption of such a philosophy implies that focus on a

few key activites is necessary.

Section 3.3 examines the relationship between market orientation and organisational performance.
Terms like ‘market orientation’ and ‘marketing orientation’ are discussed and clarified. This is
followed by a discussion of the market orientation — organisational performance relationship in
both the developing and developed economies. In addition, other variations to thc market
orientation-performance linkage are discussed. These include antecedents and moderators such as
innovation, organisational lcarning, buyer-seller relationships, using supply chain management as

leverage, strategy types, and others.

In Section 3.4, the various other possible orientations that companies and organisations can adopt
towards the marketplace are examined. Market oricntation could be said to have evolved from
various other orientations over time. However, it could also be argued that many companies have
not truly arrived at the stage of marketing onentation and continue to adopt various other
oricntations. While the conventional wisdom is that the market orientation is necessary for
supcrior performance in a rapidly changing business environment, others have argued that in

certain circumstances such a perspective is neither practical nor attractive.

Following this, Section 3.5 explores the limitation of the marketing concept in more depth. While the
markcting concept might be uscful in the modern environment. it could be suggested that it has outlived
its usefulness in the light of the rapid changes taking place in the marketplace and overall busincss
cnvironment. One issuc that is likely to put pressure on marketing relates to society’s needs. In the
process of fulfilling consumer necds, marketing might destroy society . particularly in the area of
cnvironmental well-being. Others issues on modernism and postmodernism in markcting are also

discussed.
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Section 3.6 discusses the marketing - entrepreneurship interface as an alternative perspective.. At
the macro-level, it would appear that marketing and entrepreneurship share many similarities and
both could possibly blend well. However, at the functional level, the major activities carried out by
the entrepreneur and the manner he goes about obtaining results might differ somewhat. Overall.
it could be argued that despite some sharp differences, entreprencurship and marketing could well

be two sides of the same coin.

Section 3.7 concludes the chapter with a summary and a brief overview of what can be expected in
Chapter 4.

3.2 The Marketing Concept

In 1985, The American Marketing Association reviewed over 25 alternative definitions to arrive at
this “ more or less universally accepted definition” ( Hooley, et al, 1990; Evans, et al..1994):

Marketing is the process of planning and executing the conception, pricing, promotion
and distribution of ideas, goods and services to create exchanges that satisfy individual

and organisational objectives

The emphasis of this definition appears to be in the management function of marketing in that it
involves scveral activities that need to be undertaken at the management level that will best mect
pre-detremined objectives. Thus, marketing is a function with a purposely direction whic requires

a management commitment.
The Chartered Institute Of Marketing (CIM) in the UK defines marketing as follow:

Marketing is the management process responsible for identifying, anticipating,

and satisfying customer requirements profitably.(Source:-www.cim.co.uk)

This definition shares some similarites with that adopted by the American Marketing Association.
Both dcfinitions consider marketing as a management process requiring commitment to markcting
activitics and pre-determined goals. Howcver, while the Amercan Marketing Association’s
definition focuscs on cxchanges and satisfaction of goals. the Chartcred Institutc Of Marketing 1s
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more direct in identifying profitability as the organisational goal in meeting customers’
requirements.

As a further refinement of its role into the future, the CIM through its newly appointed CEO Peter
Fisk has identified the need for what he describes as “new marketing”. According to Fisk (2003).
“new marketing means creating exceptional value for both customers and shareholders. " Fisk
(2003) suggests that to achieve this, “new marketers need to be more strategic. innovative and
commercial than ever before because these are the capabilities needed to drive business
success.” However, this process is not going to be easy as creating exceptional value for both
constituents at the same time can be problematic. Value may not necessarily mean the same thing

to customers and shareholders when viewed through their respective lenses .

The idea that marketing helps enhance a company’s total efforts in the marketplace by making it
more competitive than others would make its adoption very attractive to many companies today
given the competitive marketing environment. However, marketing here appears to be discussed in
a business situation. Whether marketing practices can enhance the ‘competitive advantage™ of a

non-profit organisation or an individual remains unclear at this point.

Thus , marketing is not only useful to a company in the modern business environment, but as a
career, it occupies a respectable position in the organisation and by extension within society. The
implication here is that as a profession, marketing is becoming as acceptable as any other

traditionally well-regarded professions.
According to Baker (1991):

Marketing starts with the market and the consumer. It recognizes that in a
consumer democracy money votes are cast daily and that to win those votes vou
need to offer either a better product at the same price or the same product at a
lower price than your competitors. Price is objective and tangible but what is ‘a

better product’? Only one person can tell you - the consumer.( pp. 7)

The premisc that marketing focuses on the customer’s needs is obvious here. The provision of ‘a

better product at the same price or the same product a lower price than your competitors’



implies the provision of a better value proposition than the competition. The notion that only the
customer is able to say what is better product suggests that the marketer must endeavour to know
and understand the customer’s needs very well. To do this well, marketers need to stav abreast of
trends and to adjust to customers’ changing needs as they evolve over time. This implics that
marketers must be willing to adapt to changes by staying close to the customer through a variety
of marketing techniques like market research, consumer research, loyalty marketing, and so on..

Marketing can thus be seen as a philosophy as well as a function of business. As a business
philosophy, marketing appears to be a necessary and attractive concept to adopt in view of the
competitive and complex modern business environment. The problem is identifying the ‘marketing’
organisation. After all, it is too easy for management to pay mere lip-service by professing support
for a marketing orientation without truly comprehending what that means or actually intending to
put it to practice. At the functional level, marketing implies thc commitment to a number of key
activities. Put in another way, for the marketing concept to take roots, certain essentials must

prevail throughout the organisation.

Most marketing texts and literature (Evans, et al.,1994; Stanton. et al.,1991: Husted, et al..1989;
Zikmund, et al.,1989; Lusch and Lusch ,1987; Kohli, et al.,1990: Jobber.1995; Day, 1999;
Donaldson and O’ Toole, 2002; Kotler, 2003.) are generally in agreement that three major pillars

arc essential to the marketing concept, namely :-

J Customer Orientation
All marketing activities are focused on providing customer satisfaction.
° Integrated Marketing
All marketing activities are coordinated
o Profits and other organisational goals follow customer satisfaction
Profit and other organisational aims will be met when the needs and wants of the

marketplace are successfully served.

While most writers generally agree on these three pillars as essentials of the marketing concept,
others have included a fourth pillar.

Baker (1991), for cxample, suggests that ‘real marketing has four esscntial features which arc:

97



o Start with the customer

o A long-run perspective
o Full use of all the company s resources
o Innovation

Kotler (2003) defines marketing as “a social and managerial process by which individuals and

groups obtain what they need and want through creating, offering, and exchanging products of
value with others”. (pp.9)

This definition rests on some core concepts which Kotler has identified as : needs. wants, and
demands; products, value, cost and satisfaction; exchange and transactions; relationships and
networks; markets, and marketers & prospects. These core concepts eventually lead to the
existence of marketing. According to Kotler (2003) ., the marketing concept rests on four main

pillars, namely:

o Target market
o Customer needs
o Integrated marketing

o Profitability

Marketing can thus be interpreted as a commmited philosophy of business which must be
supported by marketing activities and programmes and one without the other may not necessarily

constitute the marketing concept in practice. As stated by Trustrum (1989):

...... marketing is a combination of the marketing concept, marketing functions and the
operational implementation of these functions in the context of the concept.....Thus. to
be truly marketing oriented, it is necessary for an organisation to adopt the marketing

concept and to plan and implement marketing functions. (pp. 48)
While Trustrum (1989) emphasizes the functional implementation of the marketing concept as

morc important, another perspective focuses on long-term customer relationships as more crucial

to marketing. Gronroos (1989) has proposed a Nordic approach to rescarch in marketing with
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emphasis on the elements of ‘promise’ and ‘service’ as essential components in any marketing
orientation. According to Gronroos (1989):

Marketing is to establish, develop and comercialise long-term customer relationships,
so that the objectives of the parties invoved are met. This is done by a mutual exchange

and keeping of promises.(Pg. 57)

This approach of building and keeping of long-term relationships with customers is endorsed by
Donaldson and O’Toole (2002) who suggest that relationship is a strategic asset and a basis for
competition. They have suggested the concept of ‘strategic market relationship’ which they
define as “the process of analysis and formulation of a relationship strategy for a firm~. The
process of implementing this is thus refered to as ‘relationship management'.. However, as
pointed by Donaldson and O’Toole (2002), management of such relationships should not be seen
as merely a functional issue involving salespeople or customer service executives. Rather it
involves co-dependence on others and co-involvement with them. Management of relationships
must therefore be seen as a core managerial task. Other writers have also endorsed this approach

referred commonly to as relationship marketing. (Griffin, 1995; Clark, et al, 1995, Payne, 1995)

According to several viewpoints, the marketing concept is not only applicable to companies
operating for financial profit , but also to non-profit organizations, including the public sector.
(Lusch and Lusch,1987; Zikmund et al.,1989; Stanton et al.,1991; Evans et al.,1994; Caruna, et
al., 1997; Kotler, 2003). In that sense, the definition of marketing has thus been broadened to

include its application in both commerical as well as non-commercial marketplaces..

All these perspectives imply that for the marketing concept to manifest in an organisation
management commitment is essential. Furthermore, it must be something that is truly shared
throughout the company or organisation by staff at all levels. Marketing must be more than just a
buzzword or a lip-service mentioned in passing by top management. At the functional levcl. it
must be reflected throughout the organisation in deeds that are obvious to customers and society.
Thus. we could say that thc company or organisation as well as the individuals should adopt a

marketing orientation.

The issuc of whether the marketing concept rests on 3 or 4 main essentials is irrelevant. The point

worth noting is that thcsc features arc more or less consistent with the concept of
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entrepreneurship discussed in Chapter 2. To be effective and successful in a rapidly changing
environment most entrepreneurs would want to adopt a customer-oriented approach. After all.
without customers, a sustainable business is not possible. In fact, the entrepreneur is likelv to be
far more customer-oriented than the professional marketer emploved by an organisation as he
tends to lose much more should he fail to stay close to his customers and satisfy their needs far
better than the competition. (Carson, et al., 1995) Certainly, this would be the case if the new
entrepreneur is starting out. Even an established entrepreneur cannot afford to neglect the needs or
desires of his customers and must strive to exceed their expectations continuously. Furthermore. it
has also been established in Chapter 2 that the entrepreneur brings innovations to the marketplace
and thus is consistent with the argument put forward by Baker (1991) that innovation is a requisite
of the marketing approach.

According to Churchill et al (1994):

Whether done by by an individual or a team, there is general agreement that
entrepreneurship involves an act by a motivated individual who innovates by creating
value through recognizing (or developing) an opportunity and converting it into a

viable product or service......

As a concept, marketing has been more or less universally fairly well defined and as a philosophy
of business appears to be well accepted as having a crucial role to play in the success of both
businesses and non-profit organisations in a rapidly changing environment. Hills & LaForge
(1992) and Hills ( 1994 ) note:

It is rather striking that substitution of the word “entrepreneurship” for the word
“marketing”’ could vield a defensible definition as well! In both cases. there is win-win

market behavior.
However, not all share the view that marketing is a well-developed concept.Kohli and Jaworski

(1990), for cxample. have expressed the  viewpoint that the marketing concept. as a thcory 1s not

very well defined:
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..... a close examination of the literature reveals a lack of clear definition, little

careful attention to measurement issues, and virtually no empirical based theory

(pp- 1).

The main argument here is that while the literature is clear on the philosophical perspective of the
marketing concept, it is not so clear on what specific activities are required to turn that philosophy
into practice, thus bringing about a market orientation.

Despite this misgiving, Kohli and Jaworski concede that the literature is fairly clear that
manifestation of the three pillars of the marketing concept (customer focus, coordinated
marketing, profitability) represent a market orientation.

Baldock (2000) argues that firms today are still largely seller-centric and in the buyver-centric
market of tomorrow, technologies will enable customers to turn from being king' to 'dictator'. In
such a development, “the location of the customer becomes the location of the business - be it on
the phone or on the beach."”. Baldock (2000) envisions a business model in the future where the
customer dictates what he/she wants and where producers scurry and scramble to provide it.
Customers will provide trusted intermediaries with their particulars and needs, and these
intermediaries will invite producers to bid for their business. Although some successful reverse
auction services are available on the internet, Baldock(2000) argues that many companies are only

making half-hearted attempts to become customer-centric

It is true that from the definition alone, it is not clear what specific activities are required to
translate the marketing philosophy into practice. But then, this would be the case for most
definitions , which are essentially statements designed to capture the key aspects of the underlying
philosophy. Furthcrmore since marketing is useful for all types of organisations. it would be futile
to try to outline specific activities since these would vary from firm to firm. What is important is
that the interpretation of the concept is fairly uniform. In the case of thc marketing concept. the 3
or 4 main pillars serve as the main guideposts for companies and organisations adopting the

concept to design specific activitics consistent with their overall corporate mission and goals.
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It could be argued that the implementation of the marketing concept can contribute positively to
organizational performance. The next section discusses how such implementation, often referred to
as a marketing orientation, may be linked to organizational performance directly and indirectly.

3.3 Market Orientation and its Relationship to Organizational Performance.

Although the adoption of the marketing concept is generally referred to as marketing orientation, a
number of other terms have also been suggested . Kohli & Jaworski (1990), for example. argue
that the term ‘market-orientation’ is preferable to the term ‘marketing-orientation’ commonly
used to describc a company or organisation in which the major pillars of the marketing concept are

operationally manifest. Three reasons are offered :

o The term ‘market-orientation’ clarifies that it ‘is not exclusively the concern of
the marketing function; rather a variety of departments participate in
generating market inteligence, disseminating it, and taking actions in response

toit’

o It is ‘less politically charged in that it does not inflate the importance of the

marketing function in an organisation.’

o It ‘focuses attention on markets (that include customers and forces affecting

them)’

Kohli and Jaworski (1990) define market orientation as one that displays three key elements:
intclligence gencration, intelligence dissemination and company responsiveness. They propose a
model of the market orientation which include antecedents and moderators of the linkage between

market oricntation and business performance (Figure 3.1):
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Figure 3. 1 Antecedents and Consequences of a Market Orientation
Source: Kohli, Ajay K. & Jaworski, Bernard J (1990), “Market Otrientation: The
Construct, Research Propositions and managerial Implications”, Journal of Marketing,
Vol. 54, April 1990 : pp 1-18

A significant observation from their study is that ‘a market orientation may or may not be very
desirable for a business, depending on the nature of its supply-and-demand-side factors.’ They

further comment thus:

A market orientation requires the commitment of resources. The orientation is useful

only if the benefits it affords exceeds the cost of those resources .

In this viewpoint, a market orientation may not be desirable in certain conditions when it does not
relatc to overall busincss performance. Such conditions might include limited competition, stable
market preferences , technology turbulent industries, and booming economies. Managers of
busincsscs in such circumstances should thercfore be more concerned with the cost-benefit ratio

of a market orientation.

The pre-requisites of ‘commitment of resources’ . ‘the benefits it affords exceeds the cost of

those resources’ and ‘close attention 1o the cosi-benefit ratio” inherent in a market onentation
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could suggest that such an orientation is similar to an entrepreneurial orientation. Such pre-
requisites also suggest elements of opportunity-secking and calculated risk-taking behaviour that
are among the common characteristics of entrepreneurs. It can be argued therefore that market
orientation and entreprencurship are consistent with each other as described in Chapter Two.

Despande (1999) maintains that terms such as ‘market oriented’, ‘customer-focused’, ‘market-
driven’ and ‘customer-centric’ have become synnonymous with proactive business strategy
worldwide. Pelham and Wilson (1999) equate market orientation to “being close to the
customer” and suggest that small firm managers can achieve a sustainable competitive advantage
by instiling market-oriented bahaviours in employees. This orientation can enable small companies
to “focus on their areas of strengths — innovation, flexibility, and greater value added for

carefully targeted customer groups.” (Despandefed] , 1999: pp 168)

On the other hand, Shapiro (1988) suggests that the term “market oriented” 1s a great deal more
than the cliché “getting close to the customer” and “represents a set of processes touching all
aspects of the company” In his view, there is no meaningful difference between the terms “market
driven” and “customer-oriented”. These terms are often used interchangeably to mean a company

that possess three charactenstics:-
a. Information on all important buying influences permeates every corporate function
b. Strategic and tactical decisions are made intefunctionally and interdivisionally
c. Divisions and functions make well-cocordinated decisions and execute them with a

sensc of commitment.

Narver and Slater (1990) define market orientation as:-
The organization culture .....that most effectively and efficiently creates the necessary
behaviors for the creation of superior value for buyers and, thus. continuous superior
performance for the business.

In this viewpoint, the components of a market orientation are:-

° Customer orientation : understanding customers so well as to be able to create

continuous supcrior value for them.
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o Competitor orientation : awareness of the capabilities of competitors in the

short and long term.

o Interfunctional co-ordination : all company resources are used to create value
for target customers.

. Organizational culture : behaviours of employees and management are linked to
customer satisfaction.

o Long-term profit focus : the ultimate business goal.

Slater and Narver (1998) have also argued that being market-oriented is not the same as being
marketing-oriented or customer-led. In response to this, Conner (1999) has suggested that the
main argument by Slater and Narver (1998) that strategic success is a function of market-led
orientation rather than customer-led orientation is too narrow and gives inadequate weight to the
resource endowment and scale differences between companies. Instead, Conner (1999) has argued
that “strategically, a company must be both customer and market-led. It must live and act in the
short-term and the long-term.” Conner (1999) has suggested that the two orientations are not
incompatible. Market-oricntation should be defined in such a way that thc future needs of
customer needs are not separable from current needs. Therefore the market- orentation and
customer-led orientation should be part of the market-continuum.(Conner, 1999: pp. 1159). In
response to this, Slater and Narver (1999) have reiterated their argument that market-orientation
is not the same as marketing-orientation. They point out that “market-oriented businesses are
committed to understanding both the expressed and latent needs of their customers, to sharing
this understanding broadly throughout the organization, and to co-ordinating all activities of

the business to create superior customer value.”’(pp 1167).

Day (1999a) suggests that there are 3 elements that are present in successful market driven

organisations, namely:-

o An externally oriented culture that emphases “superior customer value and the

continual quest for ncw sources of advantage.”

e Distinctive capabilities that cnable them to “devise winning strategies that anticipate

rathcr than react to market threats and opportunitics.”
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* A configuration “that enables the entire organisation continually anticipate and
respond to changing customer requirements and market conditions.”

These elements are represented in Figure 3.2 below:

Customers

Culture
Is externally
oriented

Superior
ability to
understand.,

Configuration
« Focus on superior

Shared

customer value
+ Coherence of structure and attract.
and keep
valuable
customers

« Stategic
thinking

Channels Collaborators

Figure 3. 2 The Elements of a Market Orientation
Sourcc : Day,George S. (1999), The Market Driven Organization, The Free Press, NY.

These elements are used to devise a checklist to assess the extent of the organisation’s market

oricntation. (Day, 1999a: pp 249 - 257)

According to Day (1999b), as companies aspire to become market-driven, they exhort employees
to get closcr to the customer, to stay ahead of competitors and to make decisions based onm the
markets. However, even the best intentioned management find it difficult to translate these
aspirations into action. The problem lies in failed or flawed change programmcs . oftcn duc to a
lack of commitment to the deep-seated changes needed. Day (1999b) makes five suggestions when
considcring any initiatves to change to a market-driven culture: (1) involve the entirc organization,
from top to bottom, (2) focus on the conditions enabling people to produce good results — not on
the charactcristics of the change leaders, (3) top management must creatc a scnsc of urgency to
cnergise the change programme, (4) cultural change should follow from behavioural change. and
(5) change programmes must generate useful diagnostics on progress through the process. Day
(1999b) further suggests six overlapping stages for any such change programme:
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1. Demonstrating leadership commitment. A leader owns and champions the change.
invests time and resources, and creates a sense of urgenzy.

2. Undertsanding the need for change. Kev implementers understand market
responsiveness, know the changes needed, and sec the benefits of the change
initiative.

3. Shaping the vision. All employees know what they are trying to accomplish.
understand how to create superior value, and see what to do differently.

4. Mobilizing commitment at all levels. Those responsible have experience and
credibility and know how to form a coalition of supporters to overcome resistance.

5. Aligning structure, systems, and incentives. Key implementers have the resources
they need to create a credible plan for alignment.

6. Reinforcing the change. Those responsible know how to start the programme, keep

attention focused on the change and benchmark measures, and ensure early win.

Aspiring to be market-oriented is thus easy but accomplishing it is often more difficult and
requires commitment and consistency throughout the organization. Day (2003) further suggests
that to create a superior customer-relating capability, companies need “a clear focus on, and deft
orchestration of, three organizational components”, namely:: (a) an organizational onentation
that makes customer retention a priority, (b) a configuration that includes the structure of the
organization , its processes and incentives for building relationships, and (c) information about

customers that is in-depth, relevant and available through IT systems in al parts of the company.

Ruekert (1992) defines the level of market orientation as the degree to which the business unit:

. Obtains and uses information from customers;
. Develops a strategy which will meet customer needs; and
o Implements that strategy by being responsive to customers needs and wants.

These components have much in common with the conceptual frameworks proposed by Narver &
Slater (1990) and Kohli & Jaworski (1990) in that it also focuses on the importance of gencrating

and acting on information and intelligence.

Deng and Dart (1994) have taken “market oricntation’ to mean the implementation of the
‘markcting conccpt’. Accordingly, they suggest the definitions of the two terms as follow:
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Marketing Concept - a business philosophy that holds that long term profitability is best
achieved by focusing the coordinated activities of the organization toward satisfving the
needs of aparticular segments(s).

Market Orientation — the generation of appropriate market intelligence pertaining to
current and future customer needs, and the relative abilities of competitive entities to
satisy these needs; the integration and dissemination of such intelligence across
departments; and the coordinated design and execution of the organization's strategic
response to market opportunities. (Deng and Dart, 1994: 726)

Like Deng and Dart (1994), other writers have explained that market orientation implies the
implementation of the marketing orientation or concept. (Gray, et al. 1998; Sanzo, et al., 2003a..
2003b.). Others have expressed the view that market orientation is disctinct from marketing
oricntation in the sense that market orientation addresses organization-wide concerns while
marketing orientation reflects a focus on the departmentation of marketing. (Shapirio, 1998 ..
Morgan and Strong, 1998)

Cadogan & Diamantopoulos (1994) have evaluated the two dominant market orentation
constructs of Narver & Slater (1990) and Kohli & Jaworski (1990) . They compare the three
behavioural dimensions of the market orientations povided by Naver & Slater (1990) [customer
orientation, competitor orientaion, and interfunctional coordination) to that of Kohli & Jaworski
(1990) [ generating, disseminating and responding to market intelligence) and attempt to analyse
to what extent the elcments of the relevant components overlap with each other, both on a

conceptual and on an operational level.

According to Cadogan & Diamantopoulos (1994), both conceptualisations of market orientation
sharc a similar nomological network ; Narver & Slater’s customer and competitor orientations
arc conceptually encompassed by Kohli & Jaworski’s intelligence generation and dissemination
components. Likewise, clements of interfunctional coordination are captured by Kohli and
Jaworski's intelligence generation, dissemination, and responsiveness components. This overlap

is illustrated in Figure 3.3 below:
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Figure 3. 3 Conceptual and Operational Overlaps in Market Orientation Constructs
of Narver & Slater and Kohli & Jaworski;
Source: Cadogan, John W. and Diamantopoulos, Adamantios (1994),

Marketing Education Group Conference, Coleraine, N. Ireland.

While the similarities at the conceptual level are pronounced and obvious, the situation at the

opcrational lcvel is diffcrent. According to Cadogan & Diamantopoulos (1994):

Narver and Slater’s (1990) operationalisation of customer orientation is ambiguous

regarding the measurement of customer information dissemination.

This ambiguitv arises because the generation of competitor information is not included in the
mcasurc of competitor orientation. Furthcrmore, the measures of competitor orientation and the

gencration of information concerning exogenous market influences are not provided.

In their viewpoint, all of Jaworski and Kohli’s (1993) measurement items capture specific
activitics related to their respective intelligence generation, dissemination and responsivencss
components. In contrast, in Narver and Slater’s (1990) measuring instrument. a number of itcms

arc included which have uncertain meanings.
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Cadogan and Diamantopoulos (1990) then propose a reconceptualisation of the market orientation
shown in Figure 3 4:

Customer orientation
intelligence ____ |
generation . . .
L— Competitor orientation
- . Customer orientati
Interfunctional Intelligence tation
Co-ordination dissemination
—— Competitor orientation
Customer orientation
Responsiveness — |
Competitor orientation

Fig. 3. 4 Market Orientation Reconceptualized
Source: Cadogan, John W. and Diamantopoulos, Adamantios (1994),
Marketing Education Group Conference. Coleraine, N. Ireland.

Under this modified perspective, customer orientation and competitor orientation reflect the
specific focus of the behaviours associated with the generation, dissemination, and
responsiveness to market intelligence. In turn, the manner in which the latter are actually
performed is reflected in the interfunctional coordination component which steers the entirc

process.

Gray, et al (1998) have suggested that part of the problem with measuring market orientation lies
in the definitions of the terms “marketing orientation’ and ‘market orientation”. These two tcrms
are often confused and used interchangeably. The term ‘marketing orientation” should refer to a
business philosophy , that is, the marketing concept while *market orientation” should refer to the
implcmentation of that philosophy or concept. Accordingly, they suggest the following research
model to explore thc market orientation-performance relationship in the context of New Zcaland
(Figure 3.5):
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Figure 3.5 : Model of Market Orientation — Performance Relationship
Source: Gray, Brendan. , Matear, Sheelagh., Boshoff, Christo., and Matheson, Phil.
(1998), European Journal of Marketing, Vol. 32, No. 9/10, 1998: 884-903.

Their findings indicate that in the New Zealand context, market orientation is a multi-dimensional
construct consisting of five sub-dimensions, namely, customer orientation, competitive orientation,
interfuntional co-ordination, responsiveness and profit emphasis. These sub-dimensions are a
synthesis of the constructs suggested by various researchers. (Jaworski and Kohli. 1990, 1993
Narver and Slater, 1990; Deng and Dart, 1994)

Harris (2002), however, has suggested that prevailing methods of measuring market orientation
arc potentially misleading because of three reasons: first, they overly rely on intra-firm informants:
second, they focus on management perceptions of the activities and behaviour of an organization
and not the extent to which such activities and behaviours compare to those of competitors: and
third, the use of single respondents is inappriopriate and potentially misleading. Harns (2002) has
therefore proposed a more market-oriented approach to measuring market orentation by
suggesting that market orionetation should be defined as “the extent to which an organization is
perceived 1o act in a coordinated , customer and competitor oriented fashion.” Accordingly. he
has suggested the mcasurement of market orientation using both intra-fitn and extra-firm

informants’ vicws on the same 3 criteria of interfunctional coordination, customer oricntation and
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competitor orientation. According to Harris (2002), this method “is more complex and less

parsimonious but is designed to lead to a more informed evaluation of the market orientation.

In a study on the adoption of the market orientation in Thailand, Powpaka (1998) has observed
that the intention to adopt a market orientation is positively affected by attitude toward market
orientation and attitude toward innovation in management orientation. Attitude toward marketing
orientation, in turn, is positively affected by relative advantage, compatability. observability,
market turbulence, competitive intensity and attitude toward innovation in management orientation
; and negatively affected by complexity.

Appiah-Adu (1998) has also studied the market orientation — performance link in the context of
the transition economy in Ghana. His findings indicate that “on the whole, market orientation
does not directly affect sales growth and ROI performance among Ghanaian firms.” However,
there is an indirect impact through environmental vanables such as competitive intensity and
market dynamism. Market orientation appears to exert a greater, positive influence on sales
growth when the competitive intensity levels are medium to high. In addition, market orientation

has an increased effect on ROI in conditions of low market dynamism.

Sin et al (2002) have studied the effect of relationship marketing orientation on business
performance in a service-oriented economy in the context of Hong Kong. Their findings indicate
that the firm’s degree of relationship marketing is positively associated with sales growth,

customer retention, ROI, sales growth and overall performance in Hong Kong's service sector.

Han et al (1998) in a study to determine whether a market orientation facilitates an
organisations's innovativeness, conclude that it does so. Such innovativeness , in turn, positively
influences the organisation’s business performance. At the component level, their findings indicate
that the customer orientation component the dominat factor responsible for the phenomenon
compares with competitor orientation and interfunctional co-ordination. However, that does not
mcan that both these two oricntations are any less important. The model proposed by Han ct al
(1998) on the mediator role of innovation on the market orientation — performance relationship 1s

illustrated as follow (Figure 3.6):
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Figure 3.6 : Mediator Role of Innovation on the
Market Orientation — Performance Relationship;
Source: Han, Jin K. , Kim, Namwoon, and Srivastava, Rajewndra K. (1998). “Market
Orientation and Organizational Performance : Is Innovation a Missing Link?”,
Journal of Marketing, October 1998: 30-45.

Following this, Agarwal, et al (2003) have also studied the role of innovation in the relationship

between market orientation and performance in the service industry.

Hurley and Hult (1998) , however, have concluded that market orientation per se is not critical to
performance but organisational learning and the development of firm capabilities can lead to
positions of advantage. According to them, organisational leaming, when viewed from a behaviour
changc or implementation perspective, ie equivalent to innovation. Higher levels of organisational
innovativeness when combined with resources and other organisational characteristics lead to
greater innovative capacity. Their findings indicate that “market orientation and performance
may benefit from reframing existing models to incorporate innovation more directly”. In
addition. they suggest that “introducing innovation into models of market orientation and
performance could supplement or possibly even replace organizational learning constructs.”

The model they propose is illustrated in Figure 3.7 as follows:
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Figure 3. 7 : Organization and Market Driven Innovation.
Source : Hurley, Robert F., and Hult, G. Thomas M. (1998). “Innovation. Market Orientation.
and Organizational Organizational Learning : An Integration and Empirical Examination™:
Journal of Marketing, Vol. 62, July 1998:42-54

Telefsen (1999) has found that a market orientation exists in an organization towards a serics of
intenal and external constituencies. All mcasured general and partial constituent market
orientations are influenced by external historic and situational factors with the impact on each
firm moderated by internal organization factors. According to Telefsen (1999), identical
antecedents of internal situation, organization learning, organizational systems and architecture
influcnce the overall and each of the partial constituent market orientations. In addition, all partial
constituent orientations contribute in unique and interactive ways to the overall economic
pcrformance of the firm by way of consequences uniques to each constituent. All these suggest
that “a market-driven knowledge management is particularly important and beneficial when
conditions are changing in markets where the competition is based on unique value-added.

(Telefsen, 1999: pp. 117)

Another dimension suggested is the link between internal customer orientation and market
oricntation. Conduit and Mavondo (2001) have suggested that organizational dynamics and
managerial action in arcas such as employec training. effective communication systems. and

managing human rcsources are critical to building an intcrnal customer oricntation and
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consequently , a market orientation. Their study indicates that an internal customer orientation is
indeed important for the development of a market orientation. Superior value at every stage of the
value chain is not possible without the requirements of employees being satisfied, and this in turn
will affect the customer at the receiving end.

Baker and Sinkula (1999) have suggested that the integration of learning orientation and market
orientation influence organizational performance independent of their effect on product
innovation. Their findings indicate that both learning orientation and market-orientation are key to
successful innovation-driven performance. Both these two orientations affect organizational
performance indirectly through their effect on product innovation. However, a crucial finding is
that learning orientation had a direct effect on organizational performance but market orientation
did not. This could imply “the potential preeminence of learning orientation over market
orientation” (Baker and Sinkula, 1999: 305). The conceptual model proposed by Baker and
Sinkula(1999) is shown as follows (Figure 3.8):

Market
Orientation

Product
Innovation

Organizational
Performance

Learning
Orientation

Figure 3.8 : Market Orientation , Learning orientation and Innovation :
Relationship to Organizational Performance.
Source: Baker, William, E. and Sinkula, James, M. (1999). “Learning Oricntation. Market Orientation
and innovation: Integrating and Extending Models of Organizational Performance”™.
Journal of Market-Focused Management. 4. 295-308
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In another somewhat similar study, Baker and Sinkula (2002) again suggest that the synergistic
effect of market orientation and learning orientation is necessary to achieve product innovation in
a firm. Leamning orientation here refers to the degree to which firms proactively question whether
their existing beliefs and practices actually maximizes organizational performances .A strong
market orientation while necessary is not sufficient to produce the type of marketing expertise that
can lead to market domination. While market orientation may promote leaming, it may not

necessarily promote higher order learning that can lead to innovations.

On the other hand, Slater and Narver (1995) have found that “the marketing function has a kev
role to play in the creation of a learning organization.” This is because marketing has an
external focus and is well-positioned to appreciate the benefits of market-driven learning and be
the “lead advocate of the market-oriented . entrepreneurial values that constitute the culture of

the learning organization.”

Farrell and Oczkowski (2002) have examined and compared two rival models , namely, the market
oricntation - organizational performance (MO-OP) model and the lecarning orientation -
organizational performance (LO-OP) model.. Their findings indicate that on the single item
pcrformance measures of customer retention, return on investment, overall performance , and the
multi-item measure of business performance, market orientation was able to encompass learning
orientation , but lcarning orientation was not able to encompass learning onentation. In other
words, market orientation was better able to explain vanations in those indicators than were

lcaming orientation.

Farrell (2003) has also studied the effect of corporate downsizing on market orientation and found
that downsizing-secking efficiencies through reducing the number of employees has a negative
cffect on employee trust and employee commitment to a customer focus. Employee trust, in tum,
has a positive effect on employee commitment to customer focus and market onentation, and

cmplovee commitment to customer focus has a positive effect on market orientation.

Another variation in the rescarch on marketing orientation relates to the impact of market
oricntation on the dyadic relationships. Sanzo et al (2003a), for cxamplc. have suggested five
constructs of the busincss dyadic relationship, namely: trust. affective commitment.
communication, satisfaction and cultural market oricntation. Their  model relating market
onientation and business dyadic relationships is illustrated as follows. (Figure 3.9):
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Figure 3.9: Model Relating Market Orientation and Business Dyadic Relationships
Source: Sanzo, Maria. Jose., Santos, Maria. Leticia., Vazquez, Rodolfo and Alvarez, Luis 1. (2003),
“The Role of Market Orientation in Business Dyadic Relationships: Testing an Integrator Model”,

Journal of Marketing Management, Vol. 19, No. 1-2, Feb 2003 : 73-107

In another separate study on the effect of market orientation on buyer-seller relationship
satisfaction, Sanzo et al (2003b) have also found that vanables such as cultural market
orientation, communication, trust, conflict, coercive and noncoercive influence strategies,

perceived value and satisfaction are linked together.

Martin and Grbac (2003) have suggested that one way to leverage a well-developed market
oricntation to improve a firm’s performance is through the use of supply chain management.
According to their findings, having a strong market orientation gives firms a significant
compctitive advantage. One way is to through strengthening supplier relationships. Including
supplier information within the firm’s market information generation process increases the chances
that thc supplier information will be cross functionally shared along side the customer and

competitor information.

Harris and Cai (2002) have also studied the two forms of market orientations .namely, market-
driven and market-driving, based on the work of Jaworski et al (2000). In this construct, a market-

driven approach occurs where market behaviour and structure are given (ie, where existing market
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structures and behaviours are accepted by the local firm). Market-driving is possible when firms
shape the market structure by altening the composition of market players. Thus. market-driven is
defined as “the activities of learning , understanding and responding to stakeholder perception
and behaviours within a given market structure” whereas market-driving is “changing the
composition and/or roles of players in a market and / or the behaviours of playesr in the
market.” (Jaworski et al , 2000: pp 45) These may be iluustrated as follows (Figure 3.10)

DRIVING DRIVING
Shape!  ARKET MARKET
Market Structure
MARKET DRIVING
Given DRIVEN MARKET
Given Shape

Market Behaviour

Figure 3.10: Two forms of Market Orientation: Market Driven and Market Driving.
Adapted from: Harris, Llyod C., and Cai, Kai Yi (2002), “Exploring Market Driving : A Case of De
Beers in China” Journal of Market-Focused Management, Vol. 5, No. 3, Sept 2002: 171-196 and
Jaworski, B.. Kohli A. K. and Sahay. A. (2000), “Market-driven versus Market-driving”,
Journal of Marketing Science, Vol. 28, No.1: 45-54.

Johnson et al (2003) have suggested a market-focused strategic flexibility perspective
incoportating the work of Jaworski et al (2000). This perspective is illustrated as follows (Figure
3.11):
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proactively by deconstruction,
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Discontinuous disruption.

Figure 3.11 ; Interplay of Market Orientation Perspectives and Market-Focused Strategic

Flexibility

Source: Johnson, Jean L., Lee, Ruby Pui-Wan., and Saini, Amit (2003), :Market-Focused Strategic
Flexibility : Conceptual Advances and an Integrative Model”, Journal of the Academy of Marketing
Science, Vol. 31, No 1, Winter. 2003: 74-89
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In relation to this contruct , Johnson, et al (2003) have suggested an integrative framework for
Market-Focused Strategic Flexibility which is illustrated as follows (Figure 3.12):

Market Orientation
Customer onentation: Outcomes
Market driven vs
Market driving Market-Focused »Short-term
Strategic Performance
Competitor orientation: Flexibility -Long-term
Market driven vs
Market driving Performance

Environmental
Turbulence

Figure 3.12 : An Integrative Framework for Market-Focused Strategic Flexibility
Source: Johnson, Jean L., Lee, Ruby Pui-Wan., and Saini, Amit. (2003),
“Market-Focused Strategic Flexibility : Conceptual Advances and an Integrative Model”,
Journal of the Academy of Marketing Science, Volume 31, No. 1, Winter 2003: 74-89

Cravens, et al (1998) suggest that the path to marketing leadership in the new era will only be
possible with a market-driven strategy which integrates several components which they list as:
market-oriented cultures and processes, superior customer value proposition, positioning with
distinctive competencies, organisational change and relationship strategies. These are consistent
with a market orientation , which is also referred to as market-focused strategy and market-
focuscd strategic flexibility. (Phillips, et al., 2002; Johnson, et al, 2003)

Matsuno and Mentzer (2000) have studied the role of business strategy tvpe as an alternative
potential modcrator of the market orientation — performance relationship. The four strategy types —
dcfenders, prospectors, analyzers, and reactors — as defined by Miles and Snow (1978) were used
as the basis. Their findings indicate that the relationship between market orientation and cconomic
performance vary across the strategy tvpes. Analvzers gain little benefit in any performance
dimension by increasing thc market orientation level. Defenders gain the greatest performance

benefit in ROI by increasing market oricntation level. However, compared to other strategy types.
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Defenders appear to lose the most in market share , sales growth, and percentage of new product
sales by increasing the market orientation level. Prospectors benefit from the greatest gain, over
both Analyzers and Defenders, in market share, sales growth and percentage of new product sales
by increasing market orientation level.

Noble, et al (2002) have also studied the performance implications of market orientation and
alternative strategic orientations and suggest that “the concepts of market orientation, strategic
orientation and culture are closely intertwined.” . Their findings suggest that there appears to be
other competitive cultures beyond the traditional view of market orientation that may lcad to
strong firm performance. Such orientations include a selling orientation, competitor orientation and
national brand focus elements of their market orientation framework. According to Noble ct al
(2002), this suggests the importance of a broadened perspective in market orientation research.
This 1s becausc “different firms, possessing different strategic orientations, may be suited to

succeed in various competitive environmentsd.” (Noble et al., 2002: 36)

Indeed, much have been written about the link between marketing orientation and organizational
performance. In the samc manner, other variations of the same theme have been proposed
including the linkages of organizational learning, innovation , supply chain management , buyer-
seller relationships as antecedents to the marketing orientation-organizatinal performance
rclationship. (Narver and Slater, 1995; Hurley and Hult, 1998; Powpaka, 1998; Han et al., 1998;
Baker and Sinkula, 1999, 2002; Conduit and Mavondo, 2001; Farrell and Oczkowski, 2002;
Noble, et al., 2002; Sanzo, 2003a, 2003b; Martin and Grbac, 2003; Farrel, 2003) While there are
some differing views with regards to the direct influence of a marketing onentation on
organizational performance (Hurley and Hult, 1998), it is fair to say that in general there is some
conscnsus that a marketing orientation can contribute greatly to organizational performance either
directly or indirectly.(Kohli and Jaworski, 1990, 1993; Narver and Slater, 1990, 1995; Ruekert,
1992 Deng and Dart, 1994; Gray, et al., 1998; Han et al, 1998; Conner. 1999; Telefsen, 1999:
Sin, et al, 2002; Harris, 2002: Harris and Cai, 2002; Phillips et al , 2002: Johnson. et al .2003).
Indeed, Langerak (2003) has examined closely 51 studies on the relationshiop betwecn market
orientation and business performance between 1990 and 2002. The results show that there is no
uncquivocal cvidence as to if and when market orientation has a positive impact on busincss
performancc. However there is some limited evidence on how market orientation influences

busincss performance. (Langerak, 2003)
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The marketing concept or marketing orientation as some prefer to call it is clearly one that places
the customer as the focus of the organisation’s existence. Organisations who adopt the marketing
concept may be considered as being market-oriented, customer-oriented, customer-led. customer-
centric, market-focused and so on. However, it could be argued that being close to the customer is
essentially being close to the market and thus the distinction between a market-orientation and a
marketing-orientation is not really significant. To be close to the customer is in fact being market-
oriented. But to be market-oriented would require that the organisation or individual adopt a
marketing approach.

Deshpande (1999) has reviewed the major research on market orientation and suggested that the
following elements consitute a market orientation: strong knowledge or market-related information.
ability of the firm to manage its market research and intelligence system: translation of market
knowledge into strategic capabilities (competencies) that become disscminated organizationwide.
Market orientation is thus linked to the notion of the learning organization and provides the basis
for a corporate strategy that focuses on serving actuial and potential customers. According to
Despande (1999):

Hence the fit of market orientation within a firm is three-fold : as part of a market
knowledge management system, as part of the development of strategic competency as a

learning organization, and as a foundation for corporate strategy.(pp 4)

Entrepreneurs seldom operate in isolation and are unlikely to be passive in the marketplace. They
are not only alert in sensing opportunities (Kirzner, 1985; 1990. ), but are almost always actively
secking opportunities in the marketplace . To succeed in their chosen business or venture, they
invariably keep track of market trends with a view of secking and seizing opportunities. It could

be argued that these are requistes that are consistent with a market orientation.

It could be further argued that ‘market orientation’ and ‘marketing orientation are also consistent
with the fundamental outlook of entreprencurs. By virtue of the fact that entreprencurs need a
marketplace to introduce innovations, it can be implied that entrepreneurs are by default very
much market oricnted.
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However, market-orientation is not the only orientation that firms may appear to pursue. Many
other strategic orientations have been written about in the literature. The next section discusses
these alternative perspectives so as to provide a balanced overview.

3.4 Other Orientations in Marketing.

Stanton, et al (1991: pp 6-7), believe that marketing, particularly in the United States. evolved
from the industrial revolution, in the latter part of the 1800s, and that there are three general
stages: the production orientation stage , the sales orientation stage and the marketing orientation
stage While many firms have progressed to the third stage, they believe some are still in the first
or second stage.

Jobber (1998) has suggested that in addition to the marketing (customer) onentation, a competing
philosophy that is adopted by some companies is the production onentation. Such an onentation 1s
“an inward-looking stance that can easily arise given that many employees spend their working

day at the point of production.”

Other alternative orientations mentioned by Jobber (1998) include the financial and the sales
oricntations. In the former, “companies focus on short-term returns, basing decisions more on
financial ratios than customer value ”. In the later, companies “‘emphasize sales push rather than

adaplation to customer needs. "’

Kotler (2003) identifics the various orientations toward the marketplace as “concepts’ and
accordingly argucs that, inclusive of the marketing concept, “there are five competing concepts

under which organizations can choose to conduct their marketing activity"(Pg. 17)

i The Production Concept : this orientation focus on producing and marketing
products that are widely available and low in cost. Managers in organizations
with such orientation concentrate on achieving high production proficiency and

extensive distribution networks.
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il The Product Concept : this orientation focus producing and marketing products
that offer most quality, performance, or innovative features. Management in these
product-oriented organizations concentrate on making superior products and

improving them over time.

i, The Selling Concept : this orientation on aggressive selling and promotion
activities to push the organization’s product.

iv. The Marketing Concept : this orientation emphasizes the understanding of
customers’ needs and wants as the focus of everything the organization does.

V. The Societal Marketing Concept : this orientation emphasizes the understanding

of customers’ needs and wants as well as the well-being of society as a whole.

Cravens et al (1998) argue that the market-driven strategy has evolved in four broad
stages over the years as shown in Figure 3.13 below:

1960 1970 1980 1990 2000

!

Golden Era
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Strategic Planning >
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Improving
operations

\
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Figure 3.13 Market-driven Strategy Evolution
Source: Cravens, David W: Greceley. Gordon: Piercy. Nigel F.. and Slater. Stanley F. (1998).
“Mapping the Path to Market Leadership™: Marketing Management: Fall 1998: 29-39.
American Marketing Association.



During the golden era companies in the United States held distinctive competitive advantages over
other companies in Europe and Japan. This was followed by the strategic planning era when the
Japanesc industrialization threats posed critical challenges to American corporations in the
marketplace. When strategic planning failed to deliver, companies began to improve operations
through management tools like total management quality, restructuring,downsizing, and so on.
However, while these measures improved internal operations, they did not generate growth.
Cravens et al (1998) believe that companies have now moved into the market-driven strategy
phase which essentially adopts the premise that “the market and the customers that comprise the

market are the starting point in business strategy formulation.” (pp 31)

The marketing concept, while generally acknowledged as more superior than the production .
product and selling orientations, is not necessarily always relevant in all situations. In an age of
consumer concern for the environment, the societal marketing orientation is often cited as the
answer. Whereas the marketing concept assumes the sovereignty of the consumcr and places
his/her needs as a priority and focus in the company’s activities, the societal marketing places the
needs of the society in general first before all else. Kotler(1997, 2000) states that  the societal
marketing concept calls upon marketers to build social and ethical considerations into their
marketing practices.”. Kotler (2003) further comments that “according to the societal
marketing concept, the pure marketing concept overlooks possible conflicts between short-term

consumer wants and long-run consumer welfare”

Some writers are of the view that the production or selling orientations may have their places in

marketing as well.
Houston (1986), for example, expresses the view that “it is important to recognize that under

some circumstances , the production concept or the sales concept would be a more appropriate

management philosophy for the organization than the marketing concept.
Quoting Hirschman (1983), Houston writes:
Hirschman (1983) recognized that producers in the world of art and ideology often have

personal goals which are not satisfied by commercial success. These goals stem from a

desire to be recognized by one s peers or from some internal sense of accomplishment.
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From this perspective, it can be argued that the marketing concept as a normative framework may
not be so applicable to artists and ideologists because the personal values and social norms that
characterize the production process differ from others.

It could also be argued that in certain circumstances, the marketing concept might even be
undesirable and totally out of place. For example, in a situation where demand exceeds supply. it
would be inconceivable for the firm to truly satisfy consumer needs since in the first place not all
consumers will obtain what they want. Conversely. where supply exceeds demand greatly, the firm
might have no other choice but to be sales oriented in using aggressive selling and promotion to
clear the inventory and thus ensure the firm’s viability. Other situations where the marketing
concept might be inadequate would be during civil unrest, wars and other forms of social crises.
Survival is the guiding light under such circumstances and companies and organisations can hardly
be blamed for not being obsessed with the satisfaction of customer needs. The marketing concept
per sc is thus not a panacea for all marketing difficulties. (Houston, 1986).

The main argument is that the marketing concept might not be appropriate all the time. Indeed ,
under certain circumstances, the marketing concept may be adjusted to satisfy the opportunities
that present themselves at a given time. Faced with circumstances which require companies to
either seize the prevailing opportunities and in the process temporarily forsake the marketing
concept or suffer tremendous losses or other consequences that could adversely affect the
company’s future , the choice is quite obvious. Such seizing of opportunities can be said to be an

innovative behaviour consistent with the general charactenistics of entrepreneurship.
Pearson(1993) suggests the adoption of the following revised set of four business orientations:

e Marketing / customer orientation
e Accounting/cost orientation
e Production / technology orientation

e R&D innovation orientation
According to Pearson (1993) . “these orientations are all expressed as both functional and

object orientations. " These oricntations arc not mutually exclusive and not onc of thcsc may be

ignored. For example, even a differentiator has to cnsure costs are maintained at a competitive
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level. Pearson (1993) thus suggests that “organisations which are too strongly focused on a
single orientation tend to perform poorly in the long run. " (Pearson, 1993: 242)

Schulz III and Hofer (1999) have proposed the concept of ‘skill-based strategy " to describe “the
way that highly successful, independent, entrepreneurs and corporate intrapreneurs actually
develop and craft effective strategies for their organisations.” This concept consists of four
aspects of skills, namely, (1) first on Skills and Resources and secondly on Opportunities: (2) first
on Customers and then on Competitors; (3) first on Customer Benefits and then on Price. and (4)
first on Dynamic Capabilities and then on Static Assets. Such a Skill-based Strategy is the keyv to
creating economic value and wealth. This is based on an in-depth study of four highjly successful
entreprencurs and/or intrapreneurs by Schulz and Hofer (1999), who concludc that
“entrepreneurial leadership is the key to developing and crafting effective skill-based

strategies. "

We could see from the above discussion that the elements of a market or marketing orientation are
evident in entreprencunal or intrapreneurial success and that the marketing — entrepreneurship
interface is a realistic concept. Therefore, we could consider an additional orientation in an

cnvironment that is not only changing rapidly but also becoming increasingly more complex :

e entrepreneurial market orientation.

In this perspective, a market orientation in terms of being customer-led or customer-centric per se
has inherent limitations. While it is certainly desirable to provide products and services that
customers need and want, often customers themselves do not know what they really need or want.
Just as companies might respond to customers’ needs and wants, often it is the customers who
respond to what companies have to offer. As discussed earlier in Section 3.3. market onentation
may be sccn from two perspectives: market-driven and driving market (Jaworski, et al.. 2000:
Harris and Cai., 2002) A market-driven perspective has much to do with being customer-led or
customer-centric but a driving-market perspective is much more entreprencurial as it has to do
with driving changes to the market structurc and market behaviour and creating a market for the
firm as a result. In such an instance, the customers actually respond to the firm's offerings. This
perspective is much more proactive, creative innovative and therefore much more entreprencurial.
As pointed out by Thomas and Costello (1999). being customer-driven may be true but “following

it blindly can be downright harmful. For a business to grow and prosper. it’s important 10
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recognize some of the potential pitfalls of putting the customer in the driver's seats”. Thomas
and Costello (1999) offer a checklist of seven questions to help a firm maintain the delicate
balance between being customer-driven and profit-driven.

The entrepreneurial market orientation therefore suggests that there is compatability between
market orientation and entrepreneurial orientation. While both concepts appear to have some
similarities and differences on the surface, there should be no problems with their interface.
Indeed, varniations of this interface aproach have been discussed extensively in the literature (
Morris and Paul, 1987; Miles and Amold, 1991; Morris and Lewis, 1991; Ward, 1992; Hills.
1994; Gardner, 1994; Carson et al ,1995; Chaston, 1997; Mc Grath and MacMillan, 2000; Lodish
et al ,2001)

The entreprencurial market orientation as an alternative perspective is even more relevant when
viewed against the Iimitations of the marketing concept. The following section discuses some of

these limitations.

3.5 Limitations of the Marketing Concept.

While there is general agreement that the marketing concept has gained wide acceptance in

practice, there are evidences in the literature pointing to its limitation and inadequacy.

Houston (1986) has examined the conditions under which the marketing concept offers the proper
guidance to the marketer and the conditions under which the marketer should not follow its
prescription. According to Houston (1986), few organizations come into being through altruism;
they cxist to achieve the goals defined by the membership of the organization and not those of their
non-member constituency. Initiators of commercial ventures do so to satisfy their own needs . A
public programmc may meet the needs of the citizens or a political body, but it is nevertheless the
goals of the membership that define the organisation’s purpose. Some organizations are self-
sufficicnt and the satisfaction of organizational goals do not depend on nonmembers (eg. a
membership golf club). Other organisations depend on the behaviour of nonmembers to meet the
organisation’s satisfaction. Such organisations rely on exchange to mect their needs and on that
basis engage in marketing. An organisation bencfits from additional information about its
cxchange partners through : (1) morc cxchanges, (2) an increasc in value reccived from cach

exchange, (3) less cffort needed for each exchange and (4) less value given up in each exchange.
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More exchanges can occur when there are unsatisfied exchange partners remaining. They cannot
occur when (a) all potential exchange partners are satiated and (b) the organization has nothing
valued by the potential exchange partner to offer in such an exchange. In some cases. product
offerings may be conceivable but not feasible. In other cases, a specific organization cannot or
will not make the product available. Other situations where exchange partners seek out a marketer
, lcaving the marketer with no need to pursue the customer. In summary, Houston (1986) suggests
the following conditions under which “gaining information about exchange partners holds no

value to an organisation” (pp 84):

1. Exchange partners are satiated.

2. A desired offering is not to be made available.

3. The value of incremental bits of information about individuals who are members of
groups of exchange partners will not exceed the value of gathering that information.

4. The organisation or all of its exchange partners are restricted from varying and/or
negotiating what they will offer.

On the other hand, Houston (1986) has pointed out that the marketing concept “ties directly to the
ability of the organisation to meet its own needs. " In fact, “it is the organisation’s needs that are
served by learning about exchange partners and tailoring product offerings to their needs,

whether these needs are financial profits or some nonfinancial goals. ” (Houston, 1986: 84)

Houston (1986) endorses the argument put forward by Hirschman (1983) that as a normative
framework ., thc marketing concept is not applicable to two broad classes of producers — the
artists and the ideologists — because of the personal values and social norms that characterize the
production process. Furthermore, being a marketer is a role and like other people, marketers play
more than one role at a given time. Therefore, “when the roles of marketer and producer are

vested in the same person, it is not unusual to see conflicting goals. " (Houston, 1986)

According to Houston (1986), the marketing concept is limited in application when it comcs to

anticipating customer’s future needs:

Dependence on customers ' expressions of their own needs and wants suggests that some
marketers have failed 10 1ake a long run view of the marketing concept. Customers are

not necessarily good sources of information about their needs a decade from now.



Customers do not always know how they will react under different environmenta! conditions in
the future. They also have no idea or insight into the possible value of major technological
innovations. Often, customers have to learn about new technologies, beliefs, and consumer
behaviour.

The main argument put forth by Houston (1986) is that there are a wide variety of marketers who
do not rely on the need to learn about their customers’ needs and designing new product offerings
to suit those needs. Examples include artists, religious leaders and ideologists. The marketing
concept is thus not the only concept useful to the marketer. Houston (1986) proposes other
alternative concepts available to marketers such as production concept, offering concept, sales
concept and buying concept as discussed in Section 3.4.

Trustrum (1989) also cautions against the over emphasis on customer needs in interpreting the

marketing concept:

The customer is not king as, whilst his needs are important, the objective of the
marketing concept is to balance these with organisational capabilities to achieve stated

objectives. (Pg. 55)

Elliot (1990) proposes that the marketing concept alone is not sufficient to an organisation. To
succced in a rapidly changing environment, organisations must expand dramatically its

cnvironmental purview to best ensure its continued viability:

.. organisations operating in disturbed reactive environments, if they rely solely on the
marketing concept, are likely to find themselves outflanked or overpowered by their
competitors. On the other hand, those operating in turbulent environments may find

themselves swamped by forces emanating from the distal environment.(Pg. 29)

Elliot (1990) argues that the role of marketing in an organisation is traditionally too focused on
brand management and should be broadened to embrace more strategic and cnvironmental
awareness. This viewpoint is also endorsed by Kotler (1997, 2000. 2003) who has suggested the
socictal marketing concept as discussed in Section 3.4 This would imply that Managers need to be
proactive . flexible and nimble not only to anticipate changes and respond to these changes as they
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arise, but also to have the needs of society in general in mind in the process of marketing
products/services.

Ennew et al (1993) have also pointed out the constraints in adopting the marketing concept in the
context of the former Soviet Union in the process of transition from a centrally-planned economy
to a market economy. The factors acting as constraints in the development of marketing include
institutional and infrastructure barriers, uncompetitive market structures, experience barriers.
demand barriers, and managerial attitudes and orientation. Other barriers might include
technology, resource availability, underdeveloped markets and inadequate legal systems. In a
centrally planned economy, the “system is driven by planner rather than consumer sovereignty:
the opportunities for enterprises to vary product offerings are limited and the exchange process
is typically characterized by a high degree of monopolization.” (Ennew, et al, 1993) The need
for the marketing concept typically does not arise.

This viewpoint 1s shared by Hooley (1993), who has assessed the progress made towards the free
market in the context of threc countries with centrally planned economies : Hungary. Poland and
Bulgaria. His findings suggest that the prime factors critical to these countries are competitive
pricing and quality. Although these are thc same factors considered critical in many westem
markets, the interesting things is the reversal of their importance. According to Hooley(1993), “in
the west, quality usually comes first, followed by price. In Central Europe and the East, price is
number one followed by quality” The speed in which changes are taking place in Eastern Europe
and the lack of time available for managers both to adjust their attitudes and to develop the
nccessary skills to cope with them suggest that adoption of the marketing concept is not likely to

bc a priority for some time.

Thomas (1994) appears to endorse this line of argument. In his opinion. modern marketing may be
flawed as it “derives primarily from the Anglo-Saxon model of capitalism. " In reality, he argues
that this model is “relatively unsuccessful in a global context and that the most successful
marketers . namely the Germans and the Japanese, have used neither business schools nor
marketing textbooks to achieve their success.” According to Thomas (1994). relationship
markcting. the integration of quality, customer scrvice, and marketing has been the heart of
Japancse competitive strategy for long time. Because of the interdependence. locally and globally.
among supplicrs and customers as partners . there is therefore a need for rethinking of the function
of marketing (Thomas. 1994: pp 61)
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Brownlie, et al (1994) have suggested that while in theory marketing concepts and models are
applicable to any activity involving exchange, the need for rethinking is necessary . This is because
“without adaptation and development (which requires rethinking) how can they satisfactorily
encompass all of the new market and organizational contexts to which they are now being
applied?” In the same vein, Hunt (1994) has suggested that as part of the rethinking process,
“marketing should work towards developing a theory of relationship marketing that focuses on
effective co-operation” Key elements in such a theory should include relationship commitment
and trust.

The limitation of the marketing concept in a “postmodern” environment has also been pointed out
by Firat, et al (1995), who defines postmodernism as follow:

.. postmodernism posits that social experience is an interplay of myths that produce
regimes of truth. According to postmodernism, many of the fundamental modernist
idea(l)s regarding the individual, self, freedom, agency, and structure are arbitrary and

ephemeral rather than essential and fixed.

The main defining difference between modernism and postmodernism is the latter’s rejection of the

modernist idea that human social experience has fundamental “real” bases.

Firat et al (1995) then go on to reject some of the basic tenets of the marketing concept. In the area
of consumer behaviour, the notion that good marketing could result in consumer loyalty is flawed.
Consumer behaviour is inconsistent in the postmodern era and the traditional variables used to
cxplain consumer habits are no longer reliable. Consequently, the erosion of brand loyalty 1is
common and “with a few exceptions , the reigning icons of consumption in most categories are
toppled at some point by challengers. A major recent example of such dethroning is the rapid

eclipse of IBM as the leading computer company by a host of challengers.

One point of contention is in the common situation where marketing strives to fit the product to
the image projected rather than to suit the needs of consumer. According to Firat. ct al (1995):



Long before intellectual discussions on postmodernity had started, practising managers
were quoting the famous adage: “Sell the sizzle, not the steak.” This is a quintessential

postmodern approach - the image is the marketable entity and the product strives to

represent the image.

Another interesting point highlighted is with regard to the notion of consumer sovereignty in
marketing. The marketing concept demands that the needs of consumers be studied and evaluated
before the product is developed that meets those needs. The rest of the marketing mix of pricing.
distribution and promotion are then used in an integrated manner to make the product accessible to
the targetted consumers. According to Firat, et al (1995), “A lot of marketing practice. and
especially what in retrospect generally becomes considered as brillant marketing practice. defies
this.” One case in point is Disneyland where the entire approach is “fo create the fantasy first - a
fantasy that is not consumer-driven but a completely worked out vision of key designers that all
actors - consumers, employees, agents, reviewers, etc. - will buy into” . This scenario is also

obvious in the marketing of high-technology products such as the Apple Macintosh:

Apple’s Macintosh computer was not a consumer-driven innovation but a compellingly
seductive vision of a computer that could be a friend to one (*friendly”) worked out by
Steve Jobs and his design team. The computer - the product - was then developed to fill

this vision.

In this example, marketing practice is not driven so much by the philosophy that the customer is
King but by “the quest for a powerful hyperreality that consumers and marketers alike can

believe in. "
In summary, Firat et al (1995) state:

In postmodernity, some of the nearest and dearest notions and axioms of marketing may
have to be re-examined, recast, or even abandoned. These include the concepts of
consumer needs. consumer sovereignty, behavioural consistency. customer orientation.
value. product image. buyer-seller separation. individual - organisation distinction.

product - process separation, and consumption - production division.
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It could be suggested that Walt Disncy (Disneyland) and Steve Jobs (Apple Computers) are first
and foremost entrepreneurs who turn their visions into opportunities by bringing innovations to the
marketplace that capture the imagination of many people . A whole new market is consequently
created from nothing and then developed further. At that point, these entreprencurs adopt
marketing techniques to establish themselves and gain a foothold in their respective industries.
These entreprencurial marketers demonstrate that the marketing - entrepreneurship interface is a
defensible concept.

However, while it could be argued that marketing is increasingly becoming the home of the
cntrepreneurial process in an orgamzation (Murray, 1981) , both are not necessarily the same.
Although they both overlap, there are some areas in which they are each distinct. The
cntreprencurial orientation typically  include elements of innovativeness, risk-taking and
proactiveness (Miller,1983 ) or aggresiveness, innovativeness, boldness and expansiveness in
decision-making (Ginsberg,1985). The marketing orientation, on the other hand, typically
emphasizes the use of market research, forecasting, competitive intelligence, and formal marketing
plans to analyse and uncover existing threats and opportunities in the current environment. (Morris
and Paul, 1987).

Brown (1993) , in arguing that postmodernism has very serious implications for marketing
thought, statcs:

....postmodernism is characterized by the celebration of skepticism, subversiveness,
irony, anarchy, playfulness, paradox, style, spectacle, self-referentiality and, above all,
by hostility towards generalizations........ Postmodernists reject attempts to impose order

and coherence upon the chaos and fragmentation of reality (Pg 21)

Brown (1993) suggests that such scepticism towards extant marketing theory is not entirely
without basis. For example. the validity, reliability, universality and predictive power of various
tools such as the product life cycle, Fishbein’s behavioural intentions model, Maslow’s hierarchy
of nceds, the Howard-Sheth model and so on, are far from established despite many ycars of
rescarch.. In the same way. the cvolution of the marketing concept also been exposed as unreliable
on numcrous occasions Postmodemism therefore compels modern marketing to “re-examine iis

theoretical accomplishments. question its epistemological ~assumptions. appraise the
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appropriateness of its methodoligal procedures and, most importantly perhaps, Justify its

continuing existence.”

In summary, the marketing concept per se¢ has several limitations viewed from various
perspectives. The absolute adoption of the marketing concept is not the only option available to
organizations. As discussed in Section 3.4, the entrepreneurial market orientation has been
suggested. To explore this alternative perspective, it is useful to explore the extent of the
marketing - entrepreneurship interface.

The next section discusses the nature of the marketing-entrepreneurship interface and how it may
have a relationship to organizational performance.

3.6 The Marketing - Entrepreneurship Interface.

Although marketing and entrepreneurship have long and established research paths, it has been
rccognized that these two disciplines have many areas of commonality and convergence. Initial
research on the marketing-entrepreneurship interface emerged originally in the US when Professor
Gcerald Hills from the University of Illinois at Chicago initiated the first meeting on the interface in
1982. This mecting recognized the areas of convergence between the two disciplines and
rescarchers proceeded to work together, culminating in the first American Marketing Association’s
Research Symposium on Marketing and Entrepreneurship in 1982. (Collinson, 2002)

According to Professor David B. Montgomery, the Sebastian S. Kresge Professor of Marketing
Stratcgy Emeritus at the Stanford Graduate School of Business and concurrently Dean of the
School of Business at Singapore Management University (SMU), interfunctional interfaces is one
of the critical issues in business education. Such interfunctional interfaces have been described as
“fault zones (as in earthquakes) in corporations.” According to Professor Montgomery, “the
difficulty in the early part of this century will be how to make them work together when they
often differ in organizational culture and priorities.” These interface problems will be the real

issucs in the world of tomorrow. (Asia Inc, July, 2003: pp 72)

Onc approach to determining the marketing - entrcprencurship linkage is to explore its
relationship at the broad management level and then taking it through the various functional arcas.

135



It must be emphasized, however, that this interface is not about marketing by entrepreneurs or
small businesses but about the links between the two activities.

Murray (1981) suggests that business problems faced by corporations mav be related to an
underlying shift in western economies to a business environment that demands a predominatly
entreprencurial strategic response by the firm. As part of this response, marketing management
must reassess its role. Instead of refining the marketing process in well-developed and relatively
well-known product-marketrs, the new challenge is to find new generic peoduct-markets . This
new role can be visulaised as a location for the entrepreneurial process in an organization . This in

turn has many implications for marketing management.

Morris and Paul (1987) have attempted to examine the relationship between entrepreneunal and
markcting orientations of a firm . Both marketing and entreprencurship represent strategic
responses to turbulent environments faced by firms and they suggest that a more entreprencurial

firm will also be more marketing onented. They observe:

Companies that score higher in terms of entrepreneurial orientation also tend to be
more marketing  oriented. ... .. conservative firms attempting to be  more
entrepreneurial will find the marketing function to be an effective vehicle for achieving

such a move.

This study indicates that the skills in marketing need to reflect the characteristics of
entreprencurship like innovation, risk-taking and proactiveness. Marketers must not only show an
understanding of customers’ needs but be more entrepreneurial in translating developments in the

cnvironment to commercially viable products and services.

Miles and Amold (1991) have conducted a study to determine whether the marketing orientation
construct and the cntreprencurial orientation construct describc the same underlying business
philosophy or two unique perspectives. They found that while marketing orientation and
entrcprencurial oricntation are correlated, supporting the findings of Morris and Paul (1987).
they are not the same underlying business philosophy:
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Essentially the marketing orientation can exist independently and does not always need

aspects typical of an entrepreneurial orientation such as an organization's tendency 1o

be innovative, accept risks and act in aproactive manner.

This apparent paradox can be explained with a number of reasons. One is that the increase in the
level of environmental uncertainty may affect the relationship between the two orientations more
positively. As environmental turbulence increases in intensity, a marketing-oriented organization

might augment this with a more entrepreneunal onentation.

Morris and Lewis (1995) have also attempted to show that entrepreneurship may have much in
common with marketing by using a “entrepreneurial intensity” diagram in which five broad

scenarios are idenified in terms of their variations in entrepreneurial intensity as illustrated in

Figure 3.14 :
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Figure 3.14 Entrepreneurship as a variable phenomenon
Source : Morris , Michael H. and Lewis, Pamela S., (1995);
“The determinants of entrepreneurial activity : Implications for marketing”,
European Journal Of Marketing. Vol. 29 No. 7, 1995, pp 31-48.

Using this diagram, it is then possible to identify a wide range of marketing-related efforts
reflecting the various cntrepreneurial intensity. For example, vendors of jeans and franchisces of

consumer products might be considered as periodic/incremental entreprencurs. Companies that
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constantly come up with innovations might be called continuous/incremental entrepreneurs such as
Procter and Gamble and Polaroid. Dynamic entreprencurs might include organizations like CNN
and Sony . Those who market breakthrough innovations like AT & T might be labelled as dynamic
entrepreneurs. According to Morris and Lewis (1995), it is highly possible that firms which are
more entrepreneurial tend to display a stronger marketing orientation . Both marketing and
entreprencurship can be part of the same business philosophy:

... higher levels of entrepreneurship imply new products and services, shorter product
life cycles, new markets and market niches, and new forms and methods of promotion
and distribution. All this not only creates a greater need for marketing, but can be

accomplished only as a function of marketing.

In this viewpoint, it would appear that entrepreneurship is a part of marketing and vice-versa. In
fact, entreprencurship plays a pivotal role in affecting the evolution of marketing. Where
entrepreneurial intensity increases, economic growth and development is enhanced ; in turn, the

scope of marketing is affected.

Hills & LaForge (1992) have proposed that “if we address the entrepreneurial spirit, it can be
hypothesized that marketing is the organizational function most dominated by boundary agents:
by open interactive systems, and by truly entrepreneurial activity.” Furthermore, from a
management perspective, the relationship between marketing management and entrepreneurship
can be demonstrated with the following illustration.(Figure 3.15):
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Figure 3.15 Marketing Management and Entrepreneurship
Source: Hills, Gerald E. and LaForge, Raymond W. (1992), “Research at the Marketing
Interface to Advance Entrepreneurship Theory”, Entrepreneurship Theory and Practice,
Spring, 1992: 33-59
Using the definition of marketing management as being “the process of scanning the
environment, analysing opportunities, designing market strategies, and then effectively

implementing and controlling market practices”, Hills (1994) points to its interface with the

practice of entrepreneurship in several ways:

Venture idea identification, innovation and exploiting opportunities seem to fit naturally
between environmental scanning and market opportunity analysis. Team building
becomes critical as the implementation stage is approached and the venture is
launched. The business plan is partially comprised of market feasibility analysis and

marketing strategy.
Success in entrepreneurship and marketing both require that initial sales must be followed by

growth management and the use of customer feedback and a constant reappraisal of customer
needs in order to create supcrior value to the customer relative to what competitors have to offer.
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Gardner (1994) suggests that “entrepreneurial behaviour is potential candidate to significantly
influence marketing thought and practice because it deals directly with a key concept in
marketing: bringing innovation successfully to market.” By the same token . it is logical to

assume that marketing may likewise influence the understanding of entrepreneurial behaviour.

The marketing-entrepreneurship interface, according to Gardner (1994), may be illustrated as
follows (Figure 3.16):

Marketing/

Eﬂﬁ'ep_fe"e‘-'ﬁa' Entrepreneurship! Market
Behaviour Interface

e
e

Figure 3. 16 The Marketing - Entrepreneurship Interface
Source: Gardner, David M., (1994), “Marketing / Entrepreneurship Interface : A
Conceptualization™, Marketing And Entrepreneurship : Research ldeas and Opportunities, Gerald E.
Hills [ed] (1994), Quorum Books, Greenwood Press., USA

In the paradigm, the sources of entreprenerial behaviour could come from inside or outside the
organisation and include the individual entrepreneur, the intrapreneur and entreprencurial
organisations themselves. The intraprencur exists within an orgamisation , in the same way as
cntrepreneurial organisations which encourage entreprencurial behaviour. The individual
entreprencur exists outside the structured organisation , although in time to come he might form a

structured organisation himself.

As far as concepts are concerned, Gardner (1994) expresses the view that the important intcrface
concepts neccssary  to plan for, acquirc, and process the information critical for entreprencnal

success would include the following:
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e Marketing concept

e Marketing segmentation

¢ Time, place & possession utility
e  Product life cycle

e Strategic planning.

The first concept is the marketing concept which requires the placing of the customer needs as
sovereign . According to Gardner (1994), although there have been critics of the marketing
concept, there is no escaping the need to understand the needs and problems and the “the entire
range of issues affecting the market reaction to the particular product and/or serviced
introduced by entrepreneur behaviour”. In addition, the marketing concept suggests “a thorough

familiarity with the purchaser/user of one’s product.”

The second concept is that of market segmentation , which is closely related to the marketing
concept as it “directs entrepreneurial behaviour towards specific, identified groups of purchasers /
users”. From this concept, the entrepreneur gain the insight and tools to recognize the the specific
degree of homogeneity or heterogeneity in a particular market. From this concept also comes the
regconition that segments evolve over the product life cycle and may be different for innovations at
diffcrent stages of development.

The third concept is the creation of time, place and possession utility. Since all marketing activity
is ultimatcly concerned with getting the product and its benefits to the hands of the inmtended
purchaser/user. This approach “has direct implications for price, promotion, and distribution as
well as the attributes added to the product itself” which are all inherent in entreprencunal
behaviour.

The fourth concept is the Product Life Cycle. This concept implies that products have a limited life
cycle , their sales history follows an “S’ curve an various marketing strategies and tools have
different impact throughout the life of the product. Entrepreneurial skills are required to stay
cffective throughout the product lifc cycle. .

Finally, the fifth concept is strategic planning which is common to both marketing and

entreprencurial behaviour in that “anticipating the growth of demand and competition is of

critical importance 1o achieving sustained market success that originates with innovation.’
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Gardner (1994) proposes an Entreprencurial Behaviour/Marketing Interface Paradigm which is
illustrated in Figure 3.17:-
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Figure 3.17 Entrepreneurial Behaviour /Marketing Interface Paradigm
Source: Gardner, David M., (1994), “Marketing / Entrepreneurship Interface : A
Conceptualization”, Marketing And Entrepreneurship : Research ldeas and
Opportunities, Gerald E. Hills [ed] (1994).

Quorum Books, Greenwood Press.. USA

The proposed paradigm has implications for the marketing/entrepreneurship interface in three
arcas : entreprencunial behaviour, marketing, and markets.

The first implication is that “successful entrepreneurial behaviour must incorporate a wide

range of marketing concepts. "

The second implication is that since marketing provides the concepts to obtain sustainable
compcititive advantage, it must provides the tools to manage the Product Lifc Cycle over its

lifetime. In addition, it also recognises the existence or non-existence of opportunities for

innovations.



The third implication is in the area of markets, where opportunities can arise from a number of
sources. Information here is crucial since it is only with information that “proper positioning and

strategy issues be addressed.”

However, it is obvious that not all issues relating to the possible interface have been explored and
only the key aspects have been discussed as wamed by Gardner (1994):-

This exploration of the entrepreneurial behavior/marketing interface is not designed to
explore the entire range of entrepreneurial issues. It is only designed to explore the
important, but somewhat narrow, range of issues where entrepreneurial behavior and

marketing share common ground.

In summary, Gardner (1994) points out to the dynamic nature of the interface and the need for
flexibility and adaptability in a rapidly changing environment. It would also bc neccssary to be

i

aware of the critical success factors in the interface. In addition, he believes that “the key element

in understanding the marketing/entrepreneurship interface is the role of information in

)

entrepreneurial behavior.’

Hills (1997) also proposes that there is a overlap between the marketing concept and

cntrepreneurial success which is illustrated in Figure 3.18
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Figure 3. 18 The marketing concept and entrepreneurship
Source: Hills, Gerald E. (1997); “Market Opportunities and Marketing”:
The Portable MBA in Entrepreneurship 2™ edition; (William D. Bygrave;
ed); John Wiley & Sons, Inc.

The marketing orientation involves the adoption of the marketing concept which comprises
customer orientation, an integrated marketing strategy throughout the organization in order to
achieve goals. Entreprencurial success comes only if these three essentials are also adopted in a

venture. In that respect, the marketing-entrepreneurship interface seems quite obvious.

It is clear the marketing - entrepreneurship linkage appears to overlap in many aspects. It would
be almost instinctive for entrepreneurs to be alert to opportunities in the marketplace in order to
survive. In the process of seizing opportunities, entrepreneurs are likely to be more sensitive to
the concepts above - satisfying needs; market segmentation; time , place and possession utility:
product life cycle and strategic planning. This is particularly so if the advantages in doing so are

obvious in tcrms of results.
Hisrich (1994) provides 5 reasons why the marketing and entrepreneurship interface is important:-

I Marketing is one of the two biggest problems (the other being finance) facing
cntreprencurs in the United States and throughout the world.
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1. Many entrepreneurs believe that everybody needs their innovation and have no concept of
market reality.

i1 The mentality of entrepreneurs that their inventions might be stolen by others resulting in
inventions being hidden and not benefitting from market feedback.

iv. Marketing knowledge is lacking in some entrepreneurs, particularly those from a technical
or engineering background.

v. Entrepreneurs can be poor managers

Hisrich (1994) also points out that one important aspect of the marketing-entrepreneurship

interface is that it shares much in common, in particular in these areas:

1. Both should be based on a marketing orientation

il Both have a ‘deal’mentality; for the entreprencur, this refers to the conceiving and
developing a venture and for the marketing manger, it refers to the closing of the sale.

1. Both require the presence of distinctive competence

iv. Both are affected by environmental turbulence

V. Both have a behavioural orientation

vi. Both are all encompassing - marketing in terms of its models

On the other hand, although there are some similarities between marketing and entrepreneurship,
Hisrich (1994) explains that “operationally, conceptually they are different and may not even

interface” and offer some reasons for this.

The first reason is that the focus of entrepreneurship is innovation and independence. in
marketing, duplication is often more prevalent than innovation. Companies tend to follow an

cstablished pattern set by the market leader.
The second reason is that entreprencurship is more internally focused compared to marketing: for

cxample, for a successful product launch to occur, all aspects of the venturc must first come

together.
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The third reason is that the entrepreneur is often protective of his idea or innovation and thus often
does not interface with potential customers at  an early stage in obtaining consumer feedback.

According to Hisrich (1994):

The similarities between marketing and entrepreneurship are clearly evident in
the overlap between the entrepreneurial process and the product planning and
development process. Both processes involve the identification of an opportunity

and the development of the business plan. (pp. 135)

However, the first point above on innovation being a key feature of entrepreneurship and not that
of marketing is not entirely correct. Good marketing requires innovative ideas to succeed in a
competitive marketing environment. Over time some duplication in marketing is unavoidable.
After all, ideas that work should not be discarded for the sake of being innovative. In the same
way, although entrepreneurs are innovative, they are likely to follow market leaders or an
established pattern if such an act brings results.

Compared to marketing which needs to be integrated, entreprencurship is often attributed to an
individual with vision and entrepreneunial flair . Certainly, in many cases, these individuals tend
to be more internally focused and keep things to close to themselves, especially in the initial stages
of the venture. However, as the venture grows, management becomes too complex for one person
to handle and professional management staff are eventually recruited to help. When that happens,
it is likely that integrated and co-ordinated efforts are required for the venture to succeed further.

Whether the entreprencur seeks consumer feedback in the early stages of the venture or not
depends on a number of factors. Most entreprencurs usually have a high level of sclf confidence in
the first place that they will succeed. This is particularly so for those who choose to become
entreprencurs in a business they are thoroughly familiar with. Furthcrmore. since cntrepreneurs
take calculated risks it is likely that they have done some homework and perhaps even much leg
work before making any decisions. Although cntreprencurs might not be bothcred with  formal
timc-consuming consumer surveys. it is a possibility that they do evaluate consumer feedback in a

their own casual ways.
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Chaston (1997) has studied the marketing-entrepreneurship overlap from the perspective of the
small firm. In his viewpoint, marketing in the smaller firm can be viewed as an integral part of
managing entrepreneurial activities. This is because smaller firms face several obvious constraints
compared to larger organizations. These might include: goals determined by the owner/manager
instead of being based on an analysis of opportunities; lack of the necessary resources to enable
proper selection of products and markets, sustaining of long-term growth and optimal organization
structure; lack of general management expertise and limited customer base. .

Ward et al (1992) attempt to link the marketing-entrepreneurship link in regards to small-scale
entreprises from the perspective of less developed countries (LDCs). They note that “the
entrepreneurial spirit and the need to form businesses clearly exists in LDC's in the ASEAN
region” . However, such enterprises face formidable barriers to survival, let alone growth. Thesc
problems arise from the limited opportunites in their domestic markets as well as a lack of abilitics
to form an grow an entreprise. Entrepreneurs in such situations need marketing abilitics to grow
their businesses, particularly if they desire to expand beyond their domestic markets. According to
Ward et al (1992):

The key skills for exploiting export markets are clearly marketing ones - market
assessment, understanding buyer behaviour, distribution issues, competitive anlaysis,

elc...

The issuc of the marketing-entrepreneurship inteface in small and medium enterprises (SMEs) has
also been discussed by Carson,et al (1995) who suggest that the key points of interface between
marketing and entrepreneurship are opportunity, innovation and consequential change as

illustrated in Figure 3.19:
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Figure 3.19 Key issues in the marketing-entrepreneurship interface
Source: Carson, David., Cromie, Stanley.. McGowan. Pauric.. & Hill. Jimmy..
(1995), Marketing and Entrepreneurship in SMEs : An Innovative Approach,

Prentice Hall International (UK) Ltd

From the very beginning, owners of SMEs need to be focused persistently on seeking
opportunities, committed to doing new or different things by bcing innovative and be comfortable
with the consequential change that arises. The attitudes and focus of activity required for these are

common to both marketing and entreprencurship.

The common denominator of this interface may be change itself as it is the ultimate outcome of
any cffective marketing and entreprencunial activities. The successful implementation of a market
cxpansion strategy by an SME, for example, is likely to have an impact on the organisation .
sometimes changing it beyond recognition . Such 'creative destruction' is the hallmark of the
Schumpeterian entrepreneur. (Thurow, 1999; Hamel, 2000 Gilbert, 2003 )

According to Carson ct al (1995), "entrepreneurship and marketing are attitudes. ways of
thinking and of behaving, ways of doing” and as such both affect and influcnce the cstablishment
and development of new ventures. This interface impact on the way people approach their jobs and

responsibilitics and how they acquire resources, manage the operation and promotc their enterprise
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and products. Thus, it could be argued that the issues facing firms as they grow are both

entreprencurial and marketing in nature. In this respect, the common denominator uniting both
areas areas is the key need for change

From this perspective, there is clearly a linkage between marketing and entreprencurship. If
entrepreneurs lack business planning and marketing skills, two possible difficulties can arisc .
Firstly, they will not have have access to capital without a sound business and marketing plan.
Secondly, if they do not have knowledge about export markets, they are likely to be dependent on
traders and brokers who obviously will not do anything to enhance the entrepreneurs'
understanding of export marketing.

In a study of market orientation , entrepreneurship and learning orientation in China’s emerging
economy, Liu et al (2003) have found that China’s state-owned enterprises (SOEs) “ro a rather
large extent, have adopted both market and learning oriented strategies , with an emphasis on
corporate entrepreneurship”. Those enterprises with a higher level of market oricntation tend to
be more learning oriented , place greater emphasis on entrepreneurship and tend to achieve higher

organizational pcrformance than their counterparts with a lower level of market orientation.

At the functional levels, attempts have also been made to link entrepreneurship with the other

componcnts of the marketing mix, namely: pricing, distribution and marketing communcations.

Teach et al (1994) have studied pricing issues for entrepreneurial firms and conclude that “there
are two almost universal problems facing entrepreneurial endeavours : the inadequacy of time
and money"”. The problem of pricing is compounded by the fact that not all the costs are known
until the product is completed and yet entreprencurs do not have the time to establish a wcll-
thought-out pricing policy. In addition, pricing is not a stand-alone decision and is affected by
many other factors such as derived demand and relationship between the entreprencur and his

customers.

In marketing, the decision on pricing too is affected by both internal and external factors. While
such factors need to be considered carefully. in the final analysis. the crucial issuc i1s whether
customers are willing to pay the pricc asked for in any given situation. There is no reason why the

ctreprencur would not consider the factors in making pricing decisions. Both marketers and
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entrepreneurs do not make pricing decisions in a vacuum but are affected by simular factors. either
within or bevond his control.

The relationship between entrepreneurship and the sales function has been examined by Morris. et
al (1994). Because turbulence in the external environment can create opportunities as well as
threats for the firm, the sales function, by virtue of its constant interaction in the firm's external
cnvironment, is therefore in a unique position to recognize opportunities, especially those involving
customers, their needs and buying processes.

Entrepreneurship involves both a way of thinking and a type of behaviour and has particular
relevance as far as sales professionals are concerned. In terms of attitude, those in sales should
think of themselves as entrepreneurs, which implies a willingness to be creative, to take calculated
risks, and to be action oriented. In terms of bchaviour, entreprencurship involves a process.(
Stevenson et al, 1989). In the selling process, sales professionals need to identify sales
opportunities , develop innovative business solutions, assess and acquire the necessary resources

and follow through with effective implementation.

It is fair to assume that in general entrepreneurs, like marketers, are interested in making sales that
result in customer satisfaction and other predetermined goals that advance the firm's interest over
the long-term. In that respect, it is in the interest of entrepreneurs to adopt marketing techniques to

promotc their products and services.

In addition, it would appear that there are similarities in characteristics between entrepreneurship
and personal sclling and these are listed as follows: achievement -oriented; persuasive; assertive:
take initiative; versatile: perceptive; energetic; self-confident: internal locus of control.
independent; claculated risk taker. creative; resourceful: opportunity seeker. comfotable with

ambiguity. hard worker; well organised. (pp 193)

Thesc qualitics are consistent with the characteristics of entrepreneurs discussed in Section 2.4 of
Chapter 2. Thus it would appcar that salespeople arc natural entrcprencurs in many ways and
vice-versa. Apart from characteristics and traits, another approach is to identify thc common
activitics of cntreprencurs and salespeople. Although there may be some linkages. there arc arcas
where such linkages may be weak, particularly in some cases where salespeople resist change

brought about by a shift to an cntreprencurial oricntation. In monopolistic firms. salespeople are
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less likely to be entrepreneurial and thus are more likely to resist any effort to introduce a more
entrepreneunial approach in the sales operation. In other situations, salespeople may actually be in
very comfortable positions due to the firm's strong brand image or first-mover advantage and will
tend to resist any change. Furthermore, whether salespeople are entreprencurial or not may also
depend on the tone and example set by the firm's management.

In addition to the above, Morris et al (1994) advance 5 kev problem areas that could limit the
extent of entrepreneurship within the sales function:-

e Strategy inconsistencies

e Unfocused efforts

e Unrealistic customer expectations
o Alienation of workers

o Cost of failure

The overall balance between entrepreneurship and sales effort depend very much on the boundaries
sct by management as well as personal characteristics of the individual. Thus, both environmental
as well as individual factors are crucial to the extent of entreprencurial behaviour within the sales

function.

n addressing the issue of marketing communication in the marketing-entrepreneurship interface,
Eighmey et al (1994) define marketing communication as "all selling and promotion efforts other
than personal selling and the management of the sales force. Marketing communication is often

divided into two major categories : advertising and public relations."

One possible linkage is the need for entrepreneurs to use marketing communication quickly to
achicve pre-determined goals. According to Eighney et al (1994), “the role of marketing
communication is to make things happen faster in the marketplace. For an entrepreneur. that

objective is paramount.”

However, the marketing communications efforts of entrepreneurs arc not always consistent. Often.
such cfforts arc oftcn hampered by scveral constraints: limited funds, limited staff to to perform
marketing, advertising and public relations activities. and by the tendency to assign such functions

to staff without the nccessary training.



The extent to which marketing communications are interfaced with entreprencurship depends
heavily on many variables. The corporate entreprencur may have a bigger budget allocated for
marketing communication activities. The larger firm may be prepared to take a longer term view
in terms of commercial results. On the other hand, the smaller firm is unlikely to have the kind of

budget to invest in serious marketing communication activities or the luxury of a long-term

perspective.

Slater and Narver (1995) have argued that “a market orientation, with its focus on understanding
latent needs, is inherently entrepreneurial.” However, such entreprencurial values must be made
explicit. . They further add that “coupling a market orientation with entrepreneurial values
provides the necessary focus for the organization's information processing efforts. while it also
encourages frame-breaking action”. This implies that marketing and entreprencurship are both
inherently interfaced in some aspects.

Whatever the extent of the marketing-entreprenurship interface, it is clear, however. that marketing‘
is of utmost importance to entrepreneurs. According to Lodish et al (2001):-

Marketing is of critical importance to the success of most entrepreneurial ventures.
Compared to other business functions, marketing has been rated as much more

important to the new venture's prosperity

Teach and Miles (1997) have suggested that while entrepreneurship has not become a primary
ficld in the discipline of marketing, entrepreneurship is a growing and important arca and should
become incorporated fully into the domain of marketing. As pointed by McGowan and Durkin
(2002), marketing and entrepreneurship are both about the practice of innovation and change.
identifying opportunities in the marketplace with growth potential and marshaling the resources
needed to exploit them. Innovative activity is thus at the heart of any understanding of the naturc
of the marketing-entreprencurship interface. They further suggest that “a core task for the
marketer in an entrepreneurial enterprise therefore is to induce and monitor innovation within
the firm.” (McGowan and Durkin_ 2002). These observations are reinfiorced by Collinson (2002)
who suggests that markcting and cntreprencurship have much to offer to cach other despite
differences and overlap. Creativity is viewed as a kev competency at thc marketing-
entreprencurship interface . linked with related issucs such as innovation. vision. Icadership and

motivation (Fillis, 2002). Even hcadmasters of primary schools have beeen at the forcfront of the |



marketing-entreprenership interface ever since attempts were made to introduce competitive
market forces into the public education system in the UK.(Stokes. 2002) Indeed. the term
entrepreneurial marketing has become increasingly used in contemporary discussions. Chaston
(2000) has equated entrepreneurial marketing with gaining first mover advantage and adding
value through challenging existing market paradigms with unconventional goods and services and /
or unconventional use of any or all of the marketing mix.

The marketing-entrepreneurship interface is however not a static process but rather a dynamic one
starting with the creative process. Nystrom (1998) suggests that there is a need to extend the
paradigm and study it in a more dynamic context . This can be done using a creative management
approach, which ties together economic, organizational, and psychological mechanisms to trv and
understand the dynamic marketing-entreprencurship interface from a strategic management
perspective.

3.7 Summary

Overall, it would appear that while there are linkages between marketing and entrepreneurship,
such an interface does not fit tightly in all aspects. In many aspects, the interface is logical. while
in some they are not (Murray, 1981; Morris and Paul, 1987, Miles and Amold, 1991; Hills and
LaForge, 1992; Ward, et al, 1992; Gartner, 1994; Hills, 1994; Hisrich, 1994; Morris, et al, 1994;
Teach, et al. 1994; Eighey, et al, 1994; Carson, et al, 1995; Foxall and Minkes, 1996; Chaston,
1997). Indeed , such interface has led to entreprencurial marketing being a subject of serious
study. (Lodish, et al, 2001; Calvin, 2002; McGrath and MacMillan, 2002).

The marketing concept as a philosophy of business can be consistent with entrepreneurship since
entreprencurs must satisfy the needs of the marketplace to succeed. Entrepreneurs must be
customer oriented to stay in business and cannot afford to neglect the changing nceds of
customers. Sucessful entreprencurs are also more likely to sustain their competitive advantage and

better co-ordinate and integrate the firm's various functions to meet their long-term goals.
The marketing-entreprencurship interface is also quite obvious with regard to being innovative

and opportunity-secking. Successful marketing, like entreprencurship. requires that firms not only

introduce innovations regularly but also do so in in innovative ways. In the same way. marketing-
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oriented and entrepreneurial oriented firms not only see opportunites but seize opportunities faster
and quicker than their competitors.

Both marketing and entrepreneurship respond to changes in the environment as well as create
changes. Such firms recogmse that changes are inevitable and are willing to subscribe to creative

destruction as a necessary means to progress and andvancement for the firm.

On the other hand, Carson et al (1995) suggest that there is a point in the organisation's growth
where the marketing-entrepreneurship interface ceases:-

Differences between entrepreneurship and marketing practice begin to emerge when the
new venture starts to build a profile in its market and shows results for all the
entrepreneur's efforts... The enterprise that settles down and seeks to limit its growth and

development has, for all intents and purposes, ceased to be entrepreneurial.

In this phase, management hierarchy is likely to be structured and new pressure will be exerted on
the organisation as new employees are recruited, new products sought and new customers found,
and new skills and resources are required. All these combine to affect decision-making, which is
likely to become more structured and formalised. The early entrepreneurial culture will eventually
decrease and fade as the founder-entreprencur has to rely increasingly on specialised managenal

and technical skills as well as systemization of operating mechanisms and controls.

The Marketing-Entreprencurship interface has also been seen in emerging economies like China,
where cnterprises with a higher level of market orientation have been found to be more
entreprencurial and learning oriented. Such interface has also been found to be linked to higher
organizational performance compared to enterprises with a lower level of market orentation. (Liu,
et al, 2003)

At the functional level the interface may not be so clear in some other instances. Marketing
practiccs tend to cmploy and manage the marketing mix of product, price , placc and promotion
management in a formalised manner to reach the target markets. Strategic marketing planning 1s
likcly to become a formal process within the organisation. In contrast. entrcprencunal decision-
making is more likely to be based on the individual entreprencur's knowledge of the market and
his/her personal preferences and gut feclings.
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In summary, while the marketing-entrepreneurship interface may be quite obvious in the early
stages of an entrepreneunial firm's existence, such an interface tends to become less pronounced

over time as the firm grows and develops into a professionally managed entity. where structured
and formalised decision-making begin taking root.

Having established the nature and extent of the marketing-entrepreneurship interface, the next
chapter will attempt to develop a theory and proposition on this interface.



Chapter 4
Marketing & Entrepreneurship :
Theory and Proposition

4.1 Introduction

In Chapter 3, various issues relating to the marketing-entrepreneurship interface were discussed.
It could be argued that at the philosophical level, the interface appears to be much more realistic
while at the functional or operational level, the interface is not entirely clear. In the previous
chapter, the marketing orientation — performance relationship was also discussed. While there is
some consensus that marketing orientation does contribute to organizational performance in
general, in some cases this relationship is subject to a variety of antecedents or moderators. It was
also established in Chapter 3 that the marketing concept by itself is not the only perspective
available to the firm and other perspectives may be just as valid and relevant. In Chapter 4 , the
argument will be made that the relationship between the marketing - entrepreneurship interface

and organisational performance should be considered.

However, before developing the appropriate theory and proposition, the marketing and
entrepreneurship interface will be placed in the appropriate context. The key argument is that the
nature of such an interface is highly contextual and the relationship is contingent on other
prevalent factors at a given time. Following a discussion on the context of the marketing-

entrepreneurship interface, the theory and propositions will then follow..

Section 4.2 examines the impact of entrepreneurship within the context of different types of
economies. It can be suggested that entrepreneurship in a command economy might differ
significantly from that in a free economy where information is much more readily accessible for
consumer decision making and where market competition is of greater significance. Furthermore,
the level of competition inherent in the different types of economies could also result in
entrepreneurship taking several types and forms. Economies which are mixed in nature , ie
between the command and the totally free economies continuum, might also breed
entrepreneurship of a different nature since the playing field in such economies differs from the
other two extremes. Thus it can be suggested that the nature of the economic system is likely to

affect the marketing-entrepreneurship relationship.

156



Section 4.2.1 focuses on entrepreneurship in a command economy with the view of determining
the underlying characteristics of entrepreneurship under such conditions. Since the state in such
economy owns all resources and allocate them centrally, the issue is whether entrepreneurship can
flourish . The former Soviet Union and parts of Eastern Europe were countries in this category and

entrepreneurship in those context will be explored.

Section 4.2.2 looks at entrepreneurship at the other end of the spectrum, ie, the market economy.
In this type of economy, market forces of supply and demand essentially dictate the state of the
economy with the state playing a minimal role. Under such circumstances, entrepreneurs need to
be much more competitive in order to succeed. This could possibly mean that the types of
entrepreneurs and their motivations and activities could well differ from that of their counterparts

in the command economy.

Section 4.3 addresses the role of marketing and entrepreneurship in economic development. It
could be argued that the extent to which the marketing and entrepreneurship interface may be
highly dependent on the stage of a country’s economic development. It is possible that in poorer or
developing countries, the relevance of marketing may be less crucial for successful
entrepreneurship because of factors such as purchasing power and the level of excess demand

and the level of competition.

Section 4.4 attempts to explain and expand on the various types of entrepreneurial activities under
different socio-economic conditions at a given time. In command economies, entrepreneurial
activities might be less sophisticated than those in the free economies. In the same manner,
entrepreneurial activites in less developed economies are likely to be different to those in the

developed economies.

Section 4.5 examines how the strategic orientation of entrepreneurs is also crucial in determining
the types of entrepreneurrial activities pursued. All these would mean different implications for
marketing and thus ultimately affect the nature and extent of the marketing-entrepreneurship

interface.
Section 4.6 proposes a model of the marketing-entrepreneurship interface. The model suggests

that the extent of the marketing-entrepreneurship interface is highly contextual and depends on the
interplay of several possible variables at any particular time period. The degree of the interface
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depends very much on certain key factors prevalent at a given point time in a country. These
factors would include the economic system in operation, the stage of economic development, the

nature of the entrepreneurial activity and the strategic orientation of the entrepreneur or firm.
Such an interface is dynamic and will evolve and change accordingly as these factors change over

time.

Section 4.7 explains the key hypotheses based on the model developed. In proposing the
hypotheses, two key issues are taken as given . The first is the economic system being taken as a
market-based one. The second is the level of economic development as being relatively high. These
hypotheses are therefore relevant to a particular context such as a particular country, type of
economy, or level of economic development. Also, the relationships proposed in the hypotheses
are likely to be moderated by the industry environment at any given point in time. Accordingly,

Singapore will be selected as the proposed context .
4.2 Entrepreneurship in different types of economies

It could be argued that the type of economy might produce different types of entrepreneurs in
terms of the different entrepreneurial ventures pursued, their behaviour and motivations and so on.
For example, because of the nature of centrally planned economies , it could be said that
entrepreneurs in such economies are confronted with far more constraints in terms of
infrastructure, funding, information availability and so on compared with typical free market
economies at the opposite end of the continuum. In free market economies, the free play of market
forces are likely to mean that information and knowledge about the market and opportunities are
far more readily available to entrepreneurs. On the other hand, competition may tend to be more
severe and consumers tend to be faced with a wider array of choices. Since consumers also have
access to information and can thus make informed choices, this could have an impact on

entrepreneurs.

The problem with classifying the types of economies, however, is that it presents immediately two
broad difficulties : first, is there a clear demarcation line separating the two extremes?; second, is
one extreme necessary better than the other in promoting economic development and

entrepreneurship?
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Kronenwetter (1986) states that although the two dominant economic ideologies of our
time are capitalism and socialism, these are terms commonly used by politicians and not
prefered by economists.(pp.2)

Traditional economies are extremely rare in the modern-day context. Because of the tremendous
changes to economic conditions over time, traditional economies are simply unable to function
efficiently today. When we talk about capitalist economic systems, we are generally talking about
market economies, where economic decisions are left to private individuals. When we refer to
socialist economies , we are generally referring to various forms of command economies, where a
central authority makes most of the important economic decisions. However, it is fairly reasonable
to say that most economies in the world today might be classified as mixed economies in varying

degrees.
This viewpoint is similar to that of Mabry , et al (1989):

Most economic systems use one or more of three basic methods to make economic
decisions: tradition, command , and markets. And economic systems are classified into
four broad categories, according to how most economic decisions are made. These are

traditional, command, market, and mixed economies.(Pg. 37)
According to Mabry, et al (1989), the ‘purely traditional economies are creatures of the past’

and ‘the economic system used in most countries lies between the two extremes of command and

market economies . Examples of these are illustrated in Figure 4.1:
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Market Mixed Command

lEconom ies Economies Economies
1
) . 4
Decentralized «——— CENTRALIZATION CONTINUUM Centralized
Pure capitalism Socialism Pure mixed communism
Hong Kon?
United States
Singapore
Canada
Japan
West Germany
Britain
Australia
New Zealand
China
France
Sweden
Hungary
Poland
Bulgaria
ussia

Figure 4.1 Economic Systems
Adapted from Mabry, Rodney H., and Ulbrich, Holley H.(1989),
Introduction To Economic Principles; McGraw Hill Bok Company.

In reality, therefore , we can say that it is rare to find economies which are strictly command or
free and that most economies would fall in-between somewhere along the continuum. Since a
clear-cut categorization of economic systems is difficult, the two extremes of market and command

economies will be used as a basis in formulating the theory and proposition.
The second inter-related issue is that even if the two completely different types of economies are
discernable, is one somehow more suitable than the other in promoting economic development and
thus marketing & entrepreneurship?
Sims (1989), writing on capitalism, states:

Capitalism was not invented but evolved slowly through time. It is not a fixed

comprehensive theory of an economic process but, in practice, it is constantly changing

and showing new aspects of itself. (Pg. 111)
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In effect, throughout a country’s economic development, resources might be taken from private
hands and placed in the government’s hands for distribution, eg, during war years. Even in peace
times, it could be argued that the state welfare system practised in most free market economies
like Germany, the UK and the United States could not be classified purely as capitalist. This
viewpoint has also been similarly expressed by Kanth (1992).

The main arguments for this relate mainly to the failure of many command economies in Eastern
Europe. Since them, many of the flaws of these centrally planned economies have been exposed.
Under such circumstances, it appears that the capitalist economic system might be more
appropriate in delivering economic development and allowing entrepreneurship & marketing to

prevail.

On the other hand, Brenner (1991) is pessimistic that captalism as commonly understood and
practised may be doomed to failure in the future and states that “......capitalism may be doomed

and society destined to revert to poverty in spite of its technological capability to produce

affluence for all. " (pp. 275)

This is mainly due to the argument that the conditions for its continued survival are no longer
readily apparent compared to the past, when the patterns of culture could remain intact despite the
competitive environment. In today’s capitalist societies, the intense and heightened competitive
environment tend to destroy the fabric of the society’s cultural make-up, leading to its self-

destruction if left unchecked.

Handy (1994) points out to the paradox of capitalism:
Capitalism thrives on the first definition of distributive justice - those who achieve most
should get most. But it will no longer be credible or tolerated if it ignores its opposite,

that those who need most should have their needs met.(pp. 43)

The paradox is that the fundamental principle of inequality is evident. Since some will do better
than others , the problem will arise when not all have the opportunity to redress the inequality.

While capitalism is the world's engine of growth, its very dynamism - its ‘creative destruction’ -

tends to produce great uncertainties. Unsuccessful firms are pushed aside to make way for new
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and better firms. Unssuccessful individuals who become less economically productive — albeit
through no fault of theirs- are also often tossed aside by the market. It is precisely because of these
uncertainties that are the roots of demands for government intervention to protect the individual
from the market’s mercilessness. To make capitalism more democratic, financial institutions
should be more democratrised and made available to everyone with the aid of advanced
technology.(Shiller, 2003)

It is reasonable then to state that neither of the two extremes in economic systems is perfect or
static. Over the long-term the different types of economic systems will probably change
continuously ,taking new shapes and forms as they evolve. Indeed, it is highly possible that any

distinctive differences between systems will become increasingly blurred.

However, Pitelis (2002) argues that one can divide economics into two major camps; one focusing
on efficient allocation of resources, often assumed to be scarce, while the other focusing on

resource and wealth creation.

In this chapter, however, it is proposed that typical entrepreneurship in the two extreme types of
economies - the command economy and the market economy - be examined to determine the
extent to which the nature of entrepreneurship in these two different economies might differ or be
similar. The main point to note here is that the market — command comparison is a continuum and

the main purpose of the this discussion is to use the two extrmes as an illustration.

The main issue is not so much to do with which economic system provides the best system for the
marketing-entrepreneurship interface but rather that under capitalism, marketing might be more
likely and that entrepreneurship might take different forms in different economic systems. For
example, entrepreneurship in the capitalist economy might be more marketing-oriented than
entrepreneurship in the command economy. The very nature of the market economy is such that
market forces often prevail and the most competitive will survive and thrive while the least
competitive will not. This implies that in the market economy, both  marketing and
entrepreneurship will be the engines that drive efficiency. On the other hand, in a command
economy, the very nature of the centrally planned economy means that priorities are completely
different. Therefore in a command economy, marketing and entrepreneurship are less likely to
thrive. (Kiser, 1989., Conner, 1991, Ennew, et al., 1993: Hooley, 1993., Sereghyova, 1993..
Thomas, 1994, Kelemen and Hristov, 1998).
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4. 2.1 Entrepreneurship in the Command Economy.

In a command economy, the state owns all productive resources, and state planners allocate them.
The production mix and the distribution of income tend to reflect the values and the preferences of
the ruling authorities. Since state officials have their own ideas of what goods are desirable or
worthy, satisfaction of consumer demands may not have priority over other objectives such as
rapid defence spending and so on. It is quite possible that in a command economy, the entrepreneur
might be someone not entirely market-oriented since the economy is centrally planned in the first
place and consumers’ interest might not be sovereign. The element of consumer’s choice might not
be so evident, given that supplies are usually controlled and competition almost non-existent. The
entrepreneur’s priority in such a situation may be primarily that of procurement, ie, buying from

other suppliers and reselling to the marketplace.

According to Ennew, et al (1993), the factors that act as constraints on the development of
marketing in a command economy include : institutional and infrastructure barriers, uncompetitive
market structures, experience barriers, demand barriers and managerial attitudes and orientation.
In a study on the adoption of the marketing concept in the former soviet union, Ennew et al
(1993) have pointed out that in such an economy, “consumer preferences were largely irrelevant
and there was no pressure on managers to ensure that their products met market needs.”
Because the system is driven by central planning rather than consumer sovereignty, demand is
likely to exceed supply. In this type of economy, “there is no need for enterprises to adopt the
marketing concept to improve their business” (Ennew, et al, 1993: 22). Another constraint has to

do with monopolistic concerns. According to Ennew, et al (1993):

the continued dominance of many markets by large monopolistic concerns will
inevitably constrain the extent to which enterprises can become marketing oriented,
particularly where such enterprises continue to receive financial support from the

government.(pg. 25)

However, in a study on Russian entrepreneurs, Green , et al (1996), have found that “Russian
first-generation entrepreneurs share characteristics of groups similarly labeled in research in
capitalist western economies”. Thes include higher scores on internal locus of control, need for

achievement, and some degree of Protestant work ethics. This could suggest that while
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entrepreneurs might not seem to be market-oriented in the command economy, they nevertheless

share some common characteristics with entrepreneurs in the market economy.
Hooley (1993) points out the constraints of the planned economy in central Europe.

Under the planned economies of the post-war period governments in the region largely
dictated which products to be produced, and to what specification, how much should be
produced , and what price should be charged. In addition, significant entry barriers
were maintained to keep out products made elsewhere, thus ensuring a well-ordered

economic society.(pg.10)

Thomas (1994) has also pointed out the complexity of the East European economies as these
countries try to adopt the practices of the market economy . One difficulty with the adoption of
marketing in such economies is that much of the marketing models are largely Ango-Saxon in

origin and application and therefore hardly suitable for adoption in such transition economies.

Kiser (1989), writing on communist entrepreneurs in Eastern Europe and the former Soviet Union

comment:

...... it is obvious that the system has not made good use of its overabundant technical
manpower. Lack of goods, poor quality, and inability to compete in Western markets
bespeak not a lack of brainpower, but a system that has failed to provide incentives to

produce high-quality goods and services.(Pg. 6)

Such a system lacks the discipline of a commercial and competitive marketplace. Consequently,
product quality and performance are often driven by national security needs. Thus, the somewhat
disorderly state of the economy means that entrepreneurs operating in such a system are less likely
to be concerned with overall quality of the product or the service provided since the need for
market discipline is not intense. This implies that the need for entrepreneurs to be fully customer
or marketing oriented is non-existent. Entrepreneurs under such circumstances may not be
required to undertake a careful study of customer needs before designing the product offering to
meet these needs. Instead, the role of entrepreneurs might be limited to becoming traders or

distribution of goods to customers. However, this may be particularly important in relation to the
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acqusition of inputs, in which case the role of procurement is often identified with that of the

entrepreneur

Making a similar observation is Sereghyova (1993). Writing on entrepreneurship in Central East

Europe(ie Hungary and Poland, the Czech anf the Slovak Republic) , he comments:

Most industrial enterprises in Hungary, Poland and the CSFR (Czech and the Slovak
Republic) were organized not only horizontally - covering a big share and sometimes
even the whole domestic demand for a certain product - but also vertically . They were
producing semiproducts for their own use though this usually prevented them to reach
economies of scale ........this destruction of competitive entrepreneurial structures went

along with distorted macroeconomic structures (Pg. 6-7)

Kelemen and Hristov (1998) have observed that the planned economy does not encourage
organisations to look at the market prior to defining their quality levels. They argue that “in
Bulgaria and Romania, where consumers faced a seller’s market with little or no choice of
alternative supply sources, these competitive forces were essentially missing.” In their study of
the transition from a centrally planned culture to an entrepreneurial culture in these two countries,
they note that the collapse of the central planning system had forced organisations into behaving
entrepreneurially in order to survive. Such transition is a painful one and can be illlustrated in the

model they propose (Table 4.1):

Item Planned Cuiture Entrepreneurial Culture
Strategic orientation Plan driven Market driven

Organisational structure | Hierarchical and autocratic Flatter but still hierarchical
Commitment to quality Conformance to standards Conformance to customer needs

Technological innovation | Underrated, not market driven | Major technological re-
engineering, awareness of the need
for continuos mtechnological
improvement

Control of resources Budget driven planning Market driven orientation to cost
efficiency

Table 4.1 From Planned Economy Culture To Entrepreneurial Culture
Source: Kelemen, Michaela, and Hristov, Latchezar (1998); “From Planned Economy Culture to
Entrepreneurial Culture: The Example of Bulgarian and Romanian Organisations”;
Journal Of Enterprising Culture; Vol. 6, No. 2 (June 1998) pp 169
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it would appear that while entrepreneurial talents may not really be lacking in the command
economy, the roles of these entrepreneurs are likely to differ somewhat from their counterparts in
the capitalist economy. Instead of operating in a highly competitive environment with consumers
having a wide array of choices of products and services to meet their needs, the command
entrepreneur operates in a highly-controlled environment. In such a situation, consumers are less
likely to have much choices . Indeed, they may not have the access to information to even make
informed buying choices. Choices are likely to be orchestrated for them.

Therefore, despite the absence of an orderly and well-informed marketplace, there is certainly no
dearth of entrepreneurs in the command economy per se. In fact, the inherent weaknesses of such
an economic system might actually encourage entrepreneurship. As pointed out by Green et al

(1996), Russian experts believe in the existence of three different types of entrepreneurs , namely:-

o those coming from and involved in the privatization of state-owned property
(“nomenclatura recruits”), who bring with them high status and financial capital, and
the ability to exploit old personal networks;

o “independent” entrepreneurs, coming from nowhere and raising their own start-up
capital through savings or loans; and

o “shadow dealers” from already existing black markets.
Kiser (1989) observes:

The positive side of deprivation is the stimulus to innovation it can provide. Necessity,
goes the saying, is the mother of invention. The shortage of chemicals and modern
research instruments certainly hinders research but also fosters a tremendous amount
of ingenuity in Eastern bloc scientists, leading to an emphasis on very simple but

effective solutions.(Pg. 15)

Since necessities are the mothers of inventions, the human spirit to survive will prevail in pressing
circumstances. These tendencies are likely to include the seeking of opportunities to make ends
meet or to get things done. This could include trading in basic convenience products within a

village setting or setting up a small-scale food stall at home or by the road-side.
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However, the motivations that drive such entreprenurs might be different compared with their
counterparts in the market economy. Because the flaunting of wealth is not generally condoned in

such an economy, entrepreneurs are less likely to be motivated by huge profits.

According to Kiser (1989):

....the stubborn drive of Soviet bloc entrepreneurs seems to be powered by mysterious
genetic forces to frutify the world. There is little material incentive in the economic
environment to reward the struggle. Successful entrepreneurs in the Soviet Union and
Eastern Europe can live well compared to their fellow citizens, but a pervasive ethic of

economic egalitarianism makes undue display of wealth bad form.(Pg. 2-3)

These entrepreneurs were motivated not so much by money but by a combination of ego, idealism

and upbringing. Consequently, they were prepared to lead simple lives and “compared to their

western counterparts, they live like paupers.”(Kiser, 1989)

The preceding observations seem to suggest that entrepreneurship exists regardiess of the
economic system or the socio-economic conditions in a particular country. In fact, it can be argued
that the nature of entrepreneurship is such that entrepreneurs can actually thrive and prosper under

both adverse and favourable conditions.
Conner(1991), commenting on entrepreneurship in the Soviet Economy, writes:

Bureaucratic interference , a liability to predation by “protection” racketeers who
flourish in the larger cities , the advisability of bribes to local officials, “voluntary”
contributions above the taxes paid on corporate income to local government, cultural
institutions , and the like - all indicate the continuing marginality of the new

entrepreneurs in political, legal, and cultural senses.(pp. 206)

This implies the problems encountered by entrepreneurs in a command economy in its transition to
market economy could be more intense than faced by their counterparts in a market economy. The
fact that entrepreneurship flourishes inspite of such odds indicates the common characteristic often
attributed to entrepreneurs in general : their fighting spirit, sheer determination and willingness to
work hard to realise their goals. We could perhaps deduce from this that the characteristics of
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entrepreneurs are generally alike even though applied to different problems wherever they are,
regardless of the conditions under which they operate.

Green et al (1996) , in a study of Russian first-generation entrepreneurs, for example, found that
these entrepreneurs “share characteristics of groups similarly labelled in research in western
capitalist economies ie. higher scores on internal locus of control, need for achievement, and

Protestant work ethic.”

While the characteristics and traits among entrepreneurs may be common to some extent across
different types of economies, the actual behaviour of these entrepreneurs, however, may be
contextual and highly dependent on the prevailing context of the economy. As discussed in this
section, the limitations to marketing and entreptreneurship in the command economy are largely
due to the characteristics of such economy putting constraints that limit the growth and practice of

marketing and entrepreneurship.
The next section explores the issues of entrepreneurship in the context of the market economy.
4. 2.2 Entrepreneurship in the Market Economy.

In pure capitalism, which is the most decentralised type of economic system, individuals own all
productive resources, which are allocated to different production activities using price
mechanisms. However, in its pure state, such an economy does not really exist because there are
elements of both public and private resource ownership as well as market and government
influences in the allocation of resources. Thus, most economies in the so-called market economy
are actually examples of mixed economies closest to the market end of the continuum illustrated in

Figure 4. |

The market economy is characterised by wider choices available to consumers, the competitive
environment might be more intense,and the pressure to be profitable might be more urgent.
Furthermore, in the absence of central planning by government, the free marketplace renders
inefficient or ineffective competitors vulnerable to consumers’ discontent and possible boycott.
Consequently, consumers expect a certain level of service from companies and are able to exert

consumers’ rights if this is not forthcoming. In addition, the the pricing of goods and services are
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often determined on a ‘willing buyer, willing seller’ basis, ie, there is likelihood of the market-price

for goods and services.

The extent to which entrepreneurship thrives in the market economy, however, is highly dependent
n the environmental context. Behaviour patterns, motives, objectives, and success rates of
Cntrepreneyrs vary among persons, industries, nations and geographic regions. The important point
t0 note js that business success depends largely on the ability to make beneficial exchanges with

Customers. In this respect, the successful entrepreneur has to be market-oriented.

Morris & Lewis (1995) suggest that “entrepreneurship is arguably the single most dynamic
Jorce Operating in free market economies.” According to them the environmental determinants

Influencing entrepreneurship can be grouped under three general categories, namely:

* the environmental infrastructure which charaterizes a society.
* the degree of environmental turbulence present in a society; and

* the personal life experiences of a society’s members.

These factors can be illustrated using the model in Figure 4.2:-

Environmental

infrastructure
Logistical , Econ]omic [Poh]tical
Financial Legal Social
_ _.| Entrepreneurial
Environmental " activity
turbulence
e
o ) Number Degree of
Dynamic Threagemng Complex of events Innovativeness,
Risk-taking,

proactiveness

Personal environmental
Experience of
Society’s members

1
Family ' Work related
Educational Recle models

i i hip
$ Figure 4, f the Environmental Context of _Entrepreneurs . N
- Morris ’ l\g/lichael2 Hl.‘a:ldoggw(;s Pamela S., (1995); “The determinants of entrepreneurial activity :

Implications for marketing”, European Journal Of Marketing, Vol. 29 No. 7, 1995, pp 31-48.
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Morris and Lewis (1995) suggest that the type of entrepreneurial activities vary even within the
broad free market context. For example, it depends on the environmental infrastructure prevailing
at a given time. Such infrastructure includes economic, political, legal, financial , logistical and
social structures in a society. Certain structures might be more conducive to entrepreneurial
activities. In a highly free-wheeling economy like Hong Kong, for example, entrepreneurship is
known to thrive much freely than in a highly-regulated environment like Singapore.(Siu and
Martin, 1992; Ray, 1994). Politically, in countries where the political leadership encourages
entrepreneurship through various means like tax incentives, grants and other such schemes,
entrepreneurship can be revived and fostered. Legal instruments can also hinder or encourage
entrepreneurship in terms of availability of legal protection of patents, copyrights , enforcement of
contracts and other related aspects of entrepreneurship. Financial infrastructure that might
influence entreprenership include availability of capital, interest rates on borrowings, stability of
currency, ease of repatriation and so on. Logistical infrastructure would include those that would
facilitate business efficiency such as transportation and communication. Efficient refrigerated
transportation and storage, for example, is likely to mean that perishables might be of interest to

entrepreneurs.

Environmental turbulence in a country at a given time can also affect the type of entrepreneurial
activities. The nature of such turbulence is likely to produce threats for some entrepreneurial
activities and opportunities for others. Thus, in a dynamic environment where rapid changes are
taking place, entrepreneurs will respond with innovative products and services. In stable
environment, the need to respond creatively might be absent.Thus, the degree of entrepreneurial

innovativeness is likely to match the environmental turbulence.

The personal environmental experiences of society’s members influence the type of
entrepreneurial activities in a number of ways. Various aspects of family upbringing and
influences might encourage entrepreneurship . In family-run businesses, children could well be
exposed to entrepreneurial practices at an early age. Educational background can also be a
determinant of entrepreneurial activity as those with little education might cinsider they have
nothing to lose by venturing out as entrepreneurs.  Likewise, entrepreneurs who start high-
technology ventures might be more likely to have the relevant background. Exposure to
entrepreneurial role-models might also influence the eventual start of an entrepreneurial venture or

career. Many entrepreneurs might actually have parents or loved ones who themselves are
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entrepreneurs. Work-related experiences might actually also prompt entrepreneurs into self-

employment. Retrenchments and job dissatisfactions are examples in such a category.

All these major categories of influences on entrepreneurial activities , however, are inter-related
and likely to affect each other. These influences are not necessarily sequential or linear in nature.

Instead, they tend to overlap each other and come about in no specific order or pattern.

This model has a number of implications for the marketing-entrepreneurship interface. Firstly,
entrepreneurship and marketing are both environmentally-driven. As the environmental
infrastructure becomes more developed, there is a likelihood of marketing becoming more
sophisticated and competitive. Entreprencurship contributes to this process by breeding
competition among competitive firms and organizations to become more innovative. In terms of
turbulence level , the marketing-entrepreneurship interface is affected to the extent that the
turbulence level has an impact on the way firms compete. While a higher level of turbulence might
present threats to all firms, entreprencurs may take a more opportunistic approach. Morris and

Lewis(1995) sum up their proposition as follow:-

In conclusion, both marketing and entrepreneurship are opportunity-driven, value-
creating processes and can be applied in a wide variety of contexts. Both are not only

products of environmental forces, but also agents of change in the environment.(pp. 43)

One aspect of entrepreneurship that is often not in the spotlight is found in the informal sector,
particularly in the third-world economies. This sector generates levels of output which is difficult
to quantify although it is estimated to contribute an amount equal to between 16% and 75% of
gross domestic product in many of these countries. (Morris, Pitt and Berthon, 1996). One study
conducted in Khayelitsha, a township south of Cape Town in South Africa, indicates that the
majority of these entreprencurs created their businesses out of economic necessity , principally
because they were out of work or needed to supplement their incomes. However, 23% were driven
by the recognition of an opportunity. Thus, while most informal businesses do little more than
subsist, a subgroup exists which is relatively dynamic. The study also found that formal education
level achieved and the skills-related training received by individuals are key factors in the degree

of sophistication in their business operating pratices. (Morris, Pitt and Berthon, 1996)
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Thus, 