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Abstract
The political role of English further education colleges has been ambiguous for some 20 years, being a
nationally funded service administered by local government. In 1993 this role ambiguity was
challenged with the incorporation of colleges, accompanied by a shift in the locus of power to national
government. Significant cultural change was driven through by an expansionary yet punitive funding
regime based on the principles of the free market. In common with other parts of the public sector, this
change in orientation has had mixed results. This thesis explores the issues that face the leaders of
the modern FE college, approaching the subject from the perspectives of entrepreneurial leadership
and market orientation.

The sector was dominated by financial instability during the first five years, with the next three being
characterised by improving financial health for some colleges and the failure of others. The sector has
lost 25 colleges since incorporation through mergers and takeovers. The removal of barriers to
competition and the development of rising standards underpinned by audit and inspection have
required colleges to adapt to a hostile and turbulent operating environment. A new management
paradigm and approach to client orientation has been required to compete and survive in the post
incorporation era. The roles of entrepreneurial leadership and market orientation and their impact on
business performance have not been widely studied in the UK public sector and the further education
sector in particular.

The thesis is basedon an empiricalstudy of a sampleof 250 colleges,representing60% of EnglishFE
colleges.Usingquantitativeanalysistools, the directionand strengthof causal relationshipsare
explored.The financial performancemeasurementproblemstypicalof publicsectorare exploredusing
data envelopmentanalysisand linearstructuralequations.The thesisconcludeswith a reviewof the
managerialimplicationsof the study by way of three qualitativecase studiesand elite interviewing,
reconcilingtheorywith the resultsof the study.The thesisends with a summaryof issuesfor future
researchdirection.

ii

Opening thought

"The planners tried various expedients. They issued instructions that user
demand should be met. They modified the bonus systems so that the
achievement of purely quantitative targets should not be sufficient, that the
assortment plan had also to be fulfilled, that costs had to be reduced, the
wages plan not exceeded and so on. They experimented with a kind of valueadded indicator know as 'normed value of processing'. Each of these 'success
indicators' had its own defect, induced its own distortions. Thus, insistence on
cost reduction often stood in the way of the making of a better-quality product.
A book could be easily filled with a list of various expedients designed to
encourage enterprises to act in the manner the planners wished, and the
troubles which each of them gave rise."

Alec Nove (1992),An EconomicHistoryof the USSR
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1 Introduction and focus of the thesis
1.1 Introduction
1.1.1 The role of the education service in a global economy
The Further Education sector is a crucial component of government policy to combat social exclusion,
unemployment and skill shortages. Modern firms require an adaptable, flexible and skilled workforce to
compete and FE colleges are significant providers in the delivery of such a work force. The provision
of further education has been a public service in the UK for over a century. The current service bears
little resemblance to its roots, consuming some £4 billion per year, employing 250,000 people and
educating 3.8 million students in 1998/99, NAO (2001).

The origins of the modern public education sector were in the 1870 Education Act, which allowed local
government to raise taxes via the local property rates to fund education in England. This policy
initiative was the culmination of nearly seventy years of partial intervention by the state in an area what
was perceived as a non-state area of responsibility. The 1870 Act was a Victorian response to a range
of strategic factors caused by industrialisation, pre-eminent of which were the structural changes in the
economic society as a result of the industrial revolution. The new industrialised society that
underpinned the age of empire required an appropriately educated workforce to produce manufactured
goods. It also resulted in a philosophical change of the central state from a minimalist and noninterventionist approach, where the freedom of the individual was paramount, to the recognition that
the central state must intervene in some form and become more directive of its citizens to ensure that
the nation was competitive on an international level. This intervention by the state was characterised
by a philosophy of good administration and stewardship of public funds. The emphasis was still on
local government, a tradition dating back to 1066, reinforced by the creation of local authorities by the
Municipal Corporation Act 1834 and County Councils Act 1888 which created the modern system of
local government that is prevalent today.

A hundredyears later, society Is evolvingfrom the industrialisedage of the I 900s to the knowledge
age based on informationtechnology,creativeendeavourand rapid change.This new society Is based
increasinglyupon open access to knowledge,the rapid removalofbarriers to trade and the trend
towardsglobalisationof commerceand knowledge.Individualnationstates are finding It progressively
I

harder to control their own economies on an individual basis, due to the globalisation of money and
trade. Even the United States and China can no longer rely purely upon their vast internal markets to
shield them from the changes in the global society. To compete, OECD nations have sought over the
last twenty years to restructure their education systems to deliver appropriate training and education
systems for their post-16 populations, so as to ensure that they can compete in the evolving global
knowledge based economy. This reorientation has seen a shift in the modus operandi of the provision
of public services generally, and education in particular, from a tradition of service administration to
one of good service management based on the practices of the private sector. The introduction of free
market forces to the public sector in the 1980s has been a global policy action following the failure of
the Keynesian economic model. The use of market forces will be an increasing feature of the
organisation of public services for the foreseeable future, irrespective of the political hue of the ruling
government in individual nation states. The last decade has seen two reoccurring themes in public
sector reform, namely decentralisation and self-management (Pollitt et al, 1997). This has been
accompanied by a rise in the centralisation of power by central government at the expense of local
government.

1.1.2 The invisible sector of UK further education
There has been considerable academic interest in the impact of the introduction of the rigours of
market forces upon the state education service. Much of this interest has focused on the pre-16 sector
(namely the primary and secondary schools) and the higher education sectors, with comparatively less
research on the UK's further education (FE) sector. The FE sector covers the post-16, sub-degree
market and has long been regarded as the Cinderella sector of the state education service. This sector
has traditionally had a very low public profile amongst the public and policy makers, Baker (1989). Due
to its historically low political visibility, the attention placed on the organisation and management the
of
sector has at times been weak and the actions of the sector have at times been inconsistent with the
policy aims of the central state.

The profile of the sector has been

raised since 1992 with the incorporation of colleges by the then

Conservative government, colleges

were effectively controlled from the centre, replacing their 100 year

2

tradition of localised management by local government. The history and management paradigms are
summarised in figure 1.1 as follows:

Era

Political Control
Paradigm

Management
Control
Paradigm

Delegation
to Colleges
under LEA
control

Devolved control &
determination to LEA
within broad framework set
by the Centre

Progressive

ýE

selfmanagement

academic
planning

Economy's
Skill Needs

Heavy
industries
andtrades

Budget Allocation
Methodology

LEA determined and
centrally controlled

Colleges
operating
in 'Free
Market'

Pioneer
Entrepreneur

Job lossesin
traditional
areas and

NewIndustries
andincreasing
University

retraining

progression
LEA
determined
but

delegated

Increasing
central
intervention

Centrally
directed,
locally
implemented

Constrained
Entrepreneur

Newsectorsof employment,
decreasingunemployment,
Increasinguniversityprogression

and explosion In IT competencies

Volumebased
and fully
delegated.Few
controls

Delegated, but volume
and priorities
determined with
Increasing controls

Figure 1.1: Summarised history of FE college management and control

By the end of the 1990s,a seriesof high profilecollegefailures raisedthe issueof institutional
effectivenessto meet the policy aims of the centralstate in a cost-effectiveand accountablemanner.
These failures Involvedgross mismanagement,poor use of resources,sub-standardqualityand failure
to meet the skill developmentneedsof the community,FEFCreporton BilstonCollege(1999)and
NAO report on HaltonCollege(1999).The NationalAudit Office (NAO)concludedthat the failure in
financialcontrolsat HaltonCollegewas not generalacross the sectorper se, but they did perceivethat
the failureswere replicatedelsewhereon a small, but financiallysignificantscale.This failure in control
was both in the managementand in the governanceof the college.

Over the last twentyyears, a series of WhitePapers(policy proposalsby the UK Government)have
been publishedthat identifiesthe reoccurringthemeof poor performanceof the UK's workforcein
3

terms of skill attainment vis-ä-vis other OECD nations. The corollary of these policy papers has been
the repeated conclusion that the organisational structures of the FE sector are unable to meet the
economy's skill demands that are required to successfully compete in a dynamic, globally competitive,
knowledge-based society (DfEE 1999, p1-2). The White Paper of 1999, Learning to Succeed,
definitively identifies that the current arrangements for post-16 education are insufficient to provide the
necessary actions to deliver the policy of improving skill levels and therefore business
competitiveness. The conclusion was that the creation of a unified system of post-16 learning will be
required for sub-degree education and training. The central state, via a new unified quango, the
Learning Skills Council, now directly controls the entire post-16 learning system below university level,
with another quango, the Higher Education Funding Council for England (HEFCE) to oversee
universities. The inductive approach to theory development would propose the relationship model of
Figure 1.2 between the political goals of the state and the policy implications on FE colleges:

Enhanced Work
Force
Competitiveness
and Adaptability
Government Requirements

Improved skills
for post-16's in
N the
workplace
and for university
Workforce Implications

Change in modus
operandi of
English FE
colleges
Requirement of Colleges

Figure 1.2: Political policy relationship model in English FE
The FE sector has traditionally provided the majority of the technical education and vocational skill
preparation work in the UK. It has been suggested that the academic value system has accorded this
type of education little attention and low priority McGinty & Fish (1993). In the 1980s, the sector
systematically expanded to embrace 16-18 year old full time academic delivery with a progression
route to university or higher skilled jobs. This work is often undertaken in specialist sixth form colleges
as well as in general FE colleges. This new field of academic work has further confused the role
identity of the FE sector in many observers' minds. The sector during the 1990s was essentially
composed of three broad groupings of colleges, namely:
sixth form colleges, specialising in a specific client group, A levels with university
progression.
0

specialist colleges, focusing onto a vocational subject specialisation such as art & design,
agriculture or special needs.
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0

general/tertiary FE colleges who provide a mix of sixth form, subject specialism and
general disciplines.

This third group is the largest,representingover two-thirdsof all institutionsand over three-quartersof
the total FE spending in 1999.

The 420 colleges(as at 1 August2001) spendsome £4 billiondrawnfrom a variety of sources,the
majority(85%)from UK and EU taxpayers.The sectorsharesa commonmanagementand
governanceframework,as prescribedby the Further EducationFundingCouncil(FEFC)on behalfof
the Departmentfor Educationand Employment(DfEE).However,the three groupsof collegesdisplay
differentlevelsof studentachievementand holddifferentperceptionsin the mindsof the public,
consumersand government.Thisdifferentiationin what is primafacie a genericsector,is exploredas
part of the thesis'hypothesisdevelopment.

1.1.3 Themes of interest
The politicalright of OECDnationshas exposedpublicservicesto fundamentalreform in the 1980s
and 1990sas a resultof the adoptionof Friedman,monetaristeconomics.The abandonmentof
Keynesian-stylemarketinterventionpolicieswas accompaniedby a dramaticincreasein the level of
distrust in the abilityof the publicsectorto providethe necessaryvolume,orientationand value for
moneyof publicservices,particularlyin health,educationand housingservices.In education,Dale
(1979)commentedthat criticismwas so strong that somecommentatorsbelievedthat the education
systemhad continuedto expandits cost base throughoutthe twentiethcentury,with very little
reflectionof the demandsmade on it by any of its clients,customersor consumers.

Conservativepoliticaldoctrinewas clearthat educationand the HealthServicewould be subjectto the
disciplinesof the market place, Knight(1990).Contextually,Habermas(1976)arguedthat the global
shocks createdby crises,such of the oil crisis of the early 1970s,createdsteeringproblemsfor the
social systemsof society. For the stateto maintainand sustaincontrolof the integrationof society,the
state is requiredto respondto those shocks by progressivelyextendingits boundaries,and the control
mechanismsat its disposal,into the economicand social sub-systemsof society.Offe (1975)noted
that in order to sustainits increasinginfluenceover the operationof the publicsectorthe state was
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being driven to find new forms of intervention. The traditional role of minimalist intervention by the
state was failing and therefore the state was forced to develop new operating system infrastructures to
ensure that its policies are delivered. This intervention becomes progressively stricter in defining
objectives, outputs and outcomes. Paradoxically for teachers and managers alike in the education
sector, the exposure to free market forces actually saw the central state increase its control. Stubbs
(1986, p56) commented that once central government obtains a new power, it is reluctant to give it up.
Stubbs went on to be the first chief executive of the first national FE funding quango, the Further
Education Funding Council for England, from 1992 to 1997 and oversaw the introduction of the new
control mechanisms for English further education.

There are a number of common themes of interest running through the public sector in general and the
post-16 education sector in particular, namely:
"

the reorientation of public services from the historical paradigm of administration to the
new agenda of market orientation, i.e. customer focused.

"

the precursors to successful reorientation of public institutions to meet the new agenda.

"

new managerialism that emerged in the education sector.

"

the emergence of the evaluation state and its increasing domination of policy

implementation
vis-ä-vislocal government.
"

the factors that distinguish successful colleges from those that are not financially stable
and hence are not as able to meet their alms and objectives due to the absence of a
stable organisational environment.

"

the impactof differentorganisationalorientationphilosophiesthat underpinthe college's
direction,namelyclientorganisation(sixthform colleges),productorientation(specialist
colleges)or a mixture(general/tertiaryFE colleges).

1.2 Relevancy of the study
A large bodyof researchtheoreticallyassertsa positiverelationshipbetweenmarketorientationand a
firm'sbusinessperformance.Few

empiricalstudiesdemonstratethis relationshipusingmultipleand

variedmeasuresof a firm's performance.Fewerstill haveexploredthis relationshipin the not-for-profit
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sector and none in the UK further education sector. A recent key study by Sui and Wilson (1998, p316)
developed a market orientation model based on English FE colleges. Their qualitative case study
approach concluded that the role of management is in the generation of a change strategy to
implement an effective market orientation. This thesis develops this theme, exploring the role of
entrepreneurial leadership and its impact on market orientation. Few large-scale empirical studies
have explored the role of entrepreneurial leadership in the not for profit sector and none in the further
education sector.

English further education is a relatively under researched area of the public education service vis-ä-vis
the school and university sectors. Historically, policy makers and the public have had a poor
understanding of the role and purpose of FE due to its great diversity in mission and the different
application of that mission by individual colleges. The sector does not portray a heterogeneous modus
operandi and indeed the orientation of individual colleges creates a distinct lack of hegemony from
institution to institution. The lack of attention given to further education is now being addressed by the
sector itself, via the Learning and Skills Development Agency (LSDA) and by the DfEE, but it still
remains overshadowed by the compulsory schooling and university sectors, despite accounting for ten
percent of the global education budget.

The politicalimportanceof the FE sector is recognisedin 'Learningto Succeed',the DfEEWhite Paper
of 1999,which exhortedthe FE serviceto playa part in deliveringnationalcompetitivenessand
personalprosperity,together with encouragingcreativityand innovationin the buildingof a cohesive
society.The White Paper acknowledgesthat this goal of world-classperformancerequiresthe
continuedchangeof nationaland local arrangementsand will only be achievedwith additional
fundamentalchanges to the organisationand orientationof the service.The fundamentalweaknesses
of the currentsystemwill not be resolved in a few years and the changesthat are plannedwill have
ramificationsfor the next decadeor so. This thesisfocuseson identifyingand proposingthe
antecedentsfor deliveringsuperiorbusinessperformance,i.e. the effectivecollege,in terms of the
applicationof the entrepreneurshipand marketorientationconstructsto the further educationsector.
The aim of the thesis is to explore,describe,measureand calibratethe predominantfactors that
describe an effectivecollegeas influencedby market orientation,entrepreneurialactivityand
measuredas outcomesin terms of businessperformance.
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A number of recent studies have identified the need for additional research in the field of market
orientation, Morgan and Strong, (1988, p1052), and the consequences of adapting market orientation,
Seth and Sisodia, (1999, p86). The link between adopting different forms of market orientation and
improved business performance is still confused and fragmented and Narver et al (1998, p31)
amongst others have called for further research in the area. In terms of entrepreneurship, Casson
(1982, p394) summarised that the theory of entrepreneurship is really a special case of a general
theory of economic and social process. However, this subset approach is not satisfactory in the
modern working environment that individuals operate within. He called for further work, as the
development of the theory of the entrepreneur is the key step towards the reformulation of orthodox
models of leadership. He contends that the traditional models as represented by the Austrian school
are postulated on a rationality construct that is no longer entirely valid. The modernisation of public
service provision in the 1980s and 1990s has meant that whole ranges of new firms have joined the
entrepreneurial field of research. Siu and Wilson's qualitative study (1998, p315) concluded with a call
for a large-scale study in English FE to explore the nature of market orientation and leadership issues.
Harris and Ogbonna's 1999 review of quantitative market orientation studies identified epistemological
shortcomings of the quantitative techniques used by market theorists when the work involves the
review of organisation culture. They called for multidisciplinary studies of culture alongside market
orientation studies. This study employs a quantitative approach with a qualitative ex-post case study
review of the results.

Every researcherhas in mind a modelthat influencesthe way he perceivesthe subjectsof his
investigation.The modelfor manyis vague,generalisedand belowthe logicalconsciousness,but
none the less it exists and providesa perspectiveon the world underexamination,Bergerand
Luckman(1967). In further education,the operationalmanagementmodelstraditionallyin usewithin
collegeshave tended to be politicaland curriculum(product)orientated,reflectingthe historical
managementparadigmof the 1944 EducationAct. The introductionof free market forcesand private
sector modusoperandihas challengedthe raison d'etre of the orthodoxmodel of collegeorganisation.
It is within this contextof the reorientationof institutionsto meet market needs,coupledwith further
fundamentalreformof the state's role in directingthe sectorby the consolidationof post-16funding
into a super quango(the Learningand Skills Councilin 2001),that makesthis area Interesting,
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relevantand of non-timebound interest.It also has parallelswithin other parts of the educationservice
and laterally to other parts of the public sector.

1.3 The research question
The research question evolved from a series of observations of the English further education sector
derived from the experiences of the researcher and his colleagues as senior managers in the FE
sector. The institution organisational solutions offered by the national Further Education Funding
Council as the rational business model for further education corporations, namely the development of
super colleges by way of merger, was an anathema to the researcher and his colleagues vis-ä-vis their
own professional and managerial experiences. Large colleges were not perceived academically as
offering superior learning environments due to their overly bureaucratic organisational workings and
were they were not seen as generating the 'economies of scale' advocated by the accounting firms
providing technical advice to the FEFC.

In terms of policy development in England alongside developments in other OECD nations, the
research question is set within the changing operational context of the globalisation of society and the
knowledge society, based on
shift from an industrialised manufacturing based economy to the
information technology and human creativity. The 1999 DfEE White Paper sets out the state's vision of
(post 16) lifelong learning, namely:

That it could enable everyoneto fulfil his or her potentialand cope with the challenge
of rapid economicand social change.The deliveryof this visionwill ensure the means
by which the economy can make a successful transition from the industries and
servicesof the past,to the knowledgeand informationeconomyof the future."
Learningto Succeed,(1999,p1)
This politicalvision is set againstthe state's intentionto revisethe focus of institutionsaway from their
own internalperspectivestowardsthe needs of the economyas definedby the state.The thesiswas
preparedin the period 1997- 2001, a periodof significantchange in EnglishFE sector.

9

1.3.1 Observations and common factors
The research question arose from a series of observations about the English FE sector, namely that:
"

some colleges appeared to be more successful than others in meeting the governments

policyagendasome eightyears after incorporationin 1992.
0

the necessityto mergedue to a failingfinancial positiondoes not appearto be a function
of a college'ssize.

0

small sixth form colleges tend to be more financially stable than similar sized product-

centredor generalistFE colleges.
0

mediumsizedgeneralFE collegesin non-cityurbanenvironmentstend to havea worse
financial health than their city based peers.

9

colleges with long-lived senior management teams appear not to be as adaptive to change

as their short-livedpeers.
college principals appointed in the LEA era (pre 1992) are more cautious than their peers
appointed in the post-1992 independence period.

"

genderand educationof the principalappearsto be irrelevantin terms of college
performance.

These observationsare focused on EnglishFE colleges post 1992. In developingthe observations
from the particularto the general,a numberof reoccurringthemesor commonfactors appearto be
present,namely:
collegesexhibitdifferentlevels of client(customer)or market orientation.
"

collegesexhibitdifferentlevels of entrepreneurialleadership.

"

collegeleadershave differentperspectiveson risk taking.

These observationswith their commonfactors requiredevelopmentinto propositions.
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1.3.2 Propositions and the research question
Propositions are statements that specify the nature of relationships between two factors. As advocated
by Stinchcombe (1968, p18-20), the more propositions that are tested, the stronger the test of the
theory. From the relationship model in figure 1.2, the observations and their common factors, the
following propositions are generated:
1. Colleges successful in terms of business performance will be characterised by the adoption of
entrepreneurial leadership and a positive market orientation.

2. Collegesoperatingin small-town,semi-ruraland rural areas will be characterisedby having
lower marketorientationthan city/urbancolleges.
3. Colleges operating in areas with higher social deprivation factors will tend to have greater
market orientation than colleges serving areas with low social deprivation factors.
4.

Mono-client colleges (sixth forms) will have higher market orientation than mono-subject (e. g.
agricultural and art & design) or generalist FE colleges.

5. Principalsappointedafter incorporationprovidemoreentrepreneurialleadershipthan
principalsappointedunder the LEAregime (pre-1992),as they are less risk adverseto
workingin the post-incorporationoperatingenvironmentof the EvaluationState.
6. Principalsof mono-clientcollegesare less risk adversethan principalsof generaland monosubjectFE collegesdue to their less complexoperatingenvironments.
7. Seniormanagementteamsthat have lower mobilityof membershipdisplaylowerlevels of
entrepreneurialleadership.
8. Entrepreneurialleadershipis independentof genderand educationlevel, beinga function of
other innate personalqualitiesand the operatingenvironment.

The thesis is basedon the EnglishFE systemas the other three home nationsare subjectto different
forms of state controland intervention.The researchpropositionsare summarisedinto the following
researchquestion:
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In summary,the researchquestionrelatesto the effectivenessof Englishcollegesto meet the state's
agenda and the implications for their governors, chief executives and managers.

1.3.3 Developing and clarifying the research question
Managers and governors of financially stable colleges have greater degrees of choice defining their
mission in relation to the state's policies within their sphere of operation as part of their mission.
Financially unstable colleges lose this flexibility, and possibly the right to determine the interpretation
of their mission. In extreme circumstances, they may lose the right to self-determination to the state's
control mechanisms e.g. Sheffield College in Summer 2000. For the purposes of this thesis, effective
colleges are defined as those that meet the state's agenda within their allocated budget. Less
successful colleges are those that fail to meet the policy orientation demanded by the state, or fail to
achieve the orientation within the prescribed resource allocation. These colleges will, if unassisted, fail
and will either be subsumed into successful peers e. g. Bilston in 1999, or have new managers and
governors placed into them by the central state e.g. Wilmorton in 1995. It is therefore hypothesised
that effective colleges will share key characteristics, namely:

.

havean entrepreneurialethos that allows it to respondcreativelyand innovativelyto the
needsof the market.

0a

positivemarketorientation(the implementationof the marketingconcept)towardsits
customer'sneeds.
generatecustomersatisfactionwhilst deliveringits product,therebyreinforcingthe market
orientationof the collegeas a qualityserviceprovider.

.

pay attentionto internalcustomermarket orientationfactors.

Conversely,less successfulcollegeswill be those that have a poorlydevelopedentrepreneurial
leadershipculture,with a lower marketorientationand deliver poor customersatisfaction.To survive

12

as an independent corporation, a public sector FE college must share the following characteristics of a
private sector firm, namely:
"

generate adequate trading volumes to cover their fixed cost base in the long-run.

"

innovate and adapt to sustain trading volumes by introducing new products.

"

be cash positive in the long run.

The research study aims to identify the antecedents of successful English FE colleges in terms of their
ability to survive long-term and hence carry out their mission, however defined by themselves. In line
with the three common factors underpinning the observations, three themes are developed,
entrepreneurial leadership, positive market orientation and a moderator, the external regulatory
environment (risk). The unifying proposition is that college business performance is a function of
entrepreneurial leadership as moderated by the external environment and the adoption of a positive
market orientation.

1.4 Model development, research and testing approach
The next stage is to translatethe initial proposition'sabstractconceptsinto discreteand directly
observablepropositions.The propositionscan then be tested and the hypothesescan be assessed.
The modelis developedfollowinga literaturereviewof entrepreneurshipand marketorientationand is
driven initiallyby the experiencesof the researcherand his fellow senior managers.The literature
reviewmethodologywas to explorethe issueslaterallyfrom the core constructsof entrepreneurship
and market orientation.These two sourcesof theory are reviewedwithin the context of Englishfurther
educationand the organisationalbehaviouraspectsof motivationin the not for profit publicsector.
Chapter2 and 3 are literaturereviewsof entrepreneurshipand marketorientationrespectively.
Chapter4 consolidatesthe two constructs'respectivebodiesof literatureand reconcilesit with
organisationalbehaviourand culturestudieswork. The chaptersalso developthe importantmoderator
of state regulationand its effecton the degreeof self determinationof orientationof individual
institutions.It then proceedsto proposea numberof themesto be exploredin the model-testingphase
of the thesis.The model, its testable hypothesesand propositionsare then formulatedin chapter 5,
havingbeen developedfrom the supportingliterature.Chapter6 developsthe quantitativeresearch
methodology,a cross-sectionalsurvey studyof the entire populationof EnglishFE colleges(420
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institutions). The analysis is conducted in chapter 7 and compares different groups within the FE
sector for the factors proposed by the model. The quantitative conclusions are then explored with three
representative college principals by way of qualitative interviews in chapter 8. This qualitative review
explores the relevancy and context of the results at the level of the individual college. The final
chapter provides conclusions, reflections and areas for future research.
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2 Entrepreneurial leadership in further education
2.1 Introduction
The objective of this chapter is to review the entrepreneurial literature and its application to the public
education sector. The education reforms made by the Conservative government since 1979 and
continued by the Labour government post 1997, have affected all sectors of the education service from
pre-school nursery education through to university teaching and research. The raison d'etre of these
changes has been the exposure of the education service to market forces, the most significantly
influenced sector being further education colleges.

The incorporation of colleges in 1992 removed 453 relatively immature corporations spending £3
billion per annum from the control and oversight of the relatively mature local government civil service
known as the Local Education Authority (LEA). The enabling legislation specially excluded politicians,
as representatives of local government, from being governors of the new organisations. This operating
by the rapid creation of a new national funding supervisory body, the
environment was augmented
Further Education Funding Council for England (FEFC). The FEFC was radically new and
inexperienced. The initial control environment adopted came from the higher education sector which
had a long track record of financial self-government and were
was typically applied to institutions that
typically ten to fifteen times the size of FE colleges. In contrast, at incorporation, few FE colleges had
the professional staff, experience or skill base in its senior management and governors to cope with
complete autonomy from their LEAs in the early years post incorporation.

This set of circumstancesprovideda comparativelyweak controland policyframeworkfor the newly
independentcorporationsto operatewithin the first few years.This allowedcollegemanagersand
governorsto operatefree of manyof the historicalpoliticalrestraintsthat were imposedby the local
governmentcivil serviceand elected politicians.In the absenceof strong politicaloversightor intrusive
policy interventionfrom the FEFC,a powervacuum in terms of institutionorientationwas createdat
the collegelevel that in turn provideda fertilegroundfor the rise of the collegeentrepreneur.It also
allowedscopefor poor managementand subsequentbusinessfailure to occurwithin the sector,as
witnessedby the failuresof four large colleges,Cricklade,Wirral, Haltonand BilstonIn 1999.
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This chapter commences with a review of the definitions of the entrepreneur in the classical literature
and goes on to explore the key traits of entrepreneurial individuals that operate in the free market. The
chapter then reviews the evolution of the literature from 'heroic individual' to the modern firm,
embracing entrepreneurial teams. It then explores the nature of public sector education, its origins and
the changes that it is making. The literature review covers the application of entrepreneurship to the
charity sector, also known as the not for profit sector. The chapter goes on to identify the key
characteristics of the manager with respect to the public sector and English further education in
particular and then reviews the application of entrepreneurship to public sector managers. The role of
innovation vis-ä-vis

entrepreneurial endeavour is reviewed and applied to the market orientation

construct, the subject of chapter 4. The chapter reviews the literature in respect of top management
teams and their impact on the levels of entrepreneurial activities within the firm. The issue of
innovation and its relationship to market orientation is reviewed, linking entrepreneurship to market
orientation, the subject of the chapter 4.
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2.2 The Entrepreneur,

comparative

literature

review

2.2.1 The identification of the entrepreneur in the literature
The Collins English Dictionary (Collins 1985, p489) defines an entrepreneur as an owner or manager
of an enterprise that by taking risks attempts to make profits. The historical literature has traditionally
sought to define the entrepreneurial individual in term of their traits or functions. The term entrepreneur
is cited by Collins (1985) as being derived from the French word for enterprise and arose in the
eighteenth century. The earliest literature that described the entrepreneur dates from the Irish emigre
Cantillion's writing in France (1755), but it was, the Frenchman, Say (1803) who brought the concept
to prominence.

The earliest of these insights into the nature of the entrepreneur came from Cantillion (1755), who
sought to demonstrate that trading activities between individuals would result in the reallocation of risk
between parties. With the split in allocation of the risk burden between parties, risk premiums are
reflected in the profits that are sought for each type of contract by the lead risk bearer. On the basis of
willingness to take risks, Cantillion divided society into two groups of people. The first group are those
individuals who were not prepared to take risks namely workers who sought to be paid for their outputs
with minimal personal risk and consumers who sought to buy finished goods/services without
significant risk. The second group, entrepreneurs, are those who were prepared to match workers
outputs to consumer demand and take the risk that the match may not be right. Say (1803) went
further, regarding the entrepreneur as a rare phenomenon who is able to combine and co-ordinate the
factors of production. The individual is faced by uncertainty and therefore must make judgements
about the risk involved. As the decisions relate to a range of markets, Say's definition of risk taking is
more complex than Cantillion's relatively simple transaction model. Say perceived the individual as
being a specialist at accommodating the unexpected and overcoming the resulting problems and
challenges that occurred. In addition to believing that a range of traits was necessary to produce an
effective entrepreneur, Say believed that the entrepreneur was the conveyor of the market process in
a condition of perpetual disequilibrium. In this respect, Say's work is similar to the Austrian school of
economics some hundred years later.
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The Austrian school on the market process has sought to explain the entrepreneur in terms of being
the key figure in driving the economy towards market equilibrium. Entrepreneurs identify that future
product prices will not be adjusted to today's input prices and hence a profit can be made. Therefore,
the entrepreneur plays a crucial role in the market process of achieving market equilibrium, Kirzner
(1973, p30, p86 and p229). Hayek (1949, p84) contends that the speed of reaction to market signals
requires individual intervention, not a collective committee decision. Perfect knowledge cannot be
achieved, and hence an element of risk taking is involved. The individual or individuals best judge this
risk, as they are the closest to the markets. On the basis that an individual can spot a temporary
monopolistic gain from the market, they seek to change the supply of goods, gaining short-term profits.
The freedom of markets, namely the absence of barriers to trade, allows the entrepreneur to gain only
short-term profit, effectively receiving a premium over the normal level of profits for his cost of
discovering the information. The Austrian school promotes individualism over the firm in terms of
entrepreneurial definitions and hence has limited applicability to public sector firms without
considerable interpretation. Many management practitioners have defined entrepreneurship in terms of
leadership traits, arguing that it is a special form of leadership. To follow this development of
entrepreneurial leadership theory, the theory of personality traits as applied to the class of the
entrepreneur is explored from its origins in the 1930's, to the modern writings of Casson and Drucker.

In publicsector administration,the terms leadershipand managementare oftenjuxtaposed.In private
sector managementterminology,entrepreneurshipand innovativemanagementare often confused.
Beforeproceedingany further,the definitionsof innovation,leadershipand managementare explored
vis-ä-vis the definitionof entrepreneurship.

Leadership and Management
Definingwhat we mean by the term leadershipcan be problematic,with many attemptsmade by
academicand businesswriters to codifywhat the term leadershipmeans.Leadershipis best defined
by the rolesand behavioursadoptedby a leader (Hallinger& Heck, 1998):
"

Processof influencing

"

Can be exercisedby peoplewho do not necessarilypossessformal authorityin the organisation

"

Improvesthe achievementof goals or objectives

"

Impliesfollowers
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As proposed by Sawbridge (2001, p7), the leadership is best seen as the exercise of influence to
move and organisation forward, whereas management is largely concerned with the maintenance of
existing systems and structures. Fullan (1991) amplifies this distinction by relating leadership to the
development and promotion of mission, direction and inspiration of an organisation. In contrast,
management involves designing and carrying out plans, getting things done and working effectively
with the people in an organisation. Bennis (1989) summarised the difference in relation to the
organisational culture namely that managers operate within the firm's culture, whereas the leader
creates the firm's culture. These differences in attitudes and relationships are explored further in table
5.1, although as Mullins (1996, p249) comments, in practice it is difficult to separate management and
leadership actions, as modern managers tend to display both forms of working. The two terms of often
inter changeable and is probably best seen as ends of a continuum of behaviours. New managerialism
is the system of management that places management at the fore of activity rather than the doctrine of
either administrative efficiency or professionalism. The managerialism paradigm is explored furt her in
section 2.3.5 and table 3.1.

Innovation and Entrepreneurial Endeavour
Hurley and Hult (1998, p44) developed the constructs of innovativeness and capacity to innovate.
They proposed that innovation is the cultural notion of openness to new ideas. In contrast, Casson's
(1982) definition places an emphasis on the co-ordination of scarce resources rather than their
allocation or the adoption of new ideas, per se. This emphasis confines the attention to decisions of an
economic nature that are changed (co-ordinated) by the entrepreneur for his benefit and
acknowledges classical economic theory of markets being dynamic in terms of the supply and demand
of resources. Entrepreneurial activity may be Innovative, in that it implies the implementation of new
ideas, but innovation in itself is not entrepreneurial, as entrepreneurship may simply be the
identification of a gap and exploiting it in terms of economic theory. The definition of entrepreneurship
is developed more fully the reminder of this chapter.

2.2.2 The development of trait theory for identifying entrepreneurs
Early writers soughtto identifycommontraits of individualsthat made up the class of entrepreneurs,
the corollarybeing that these behaviouraltraits definedentrepreneurialbehaviour.The trait theory
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proposition of entrepreneurial behaviour of early writers was augmented by the work of Schumpeter in
the 1930s, who put forward the concept that entrepreneuralism was time bound by the circumstances
surrounding the entrepreneurial transaction. Schumpeter was primarily concerned with the explanation
of economic development and hence did not seek to provide a clear definition of the entrepreneur per
se, but he clearly identified the role as being a key component in the explanation of economic
development. The key driver according to Schumpeter is innovation in capitalist development that
results in business cycles.

The Schumpeter entrepreneur (1934, p133) differed from Say's, in that the entrepreneur was not one
category of person, but an innovator who identifies new combinations, technologies, products, ideas,
sources of materials, etc and exploits their potential before others do. Schumpeter is clear that the
entrepreneur is not an inventor but a catalyst for change, identifying the potential for commercial gain.
Whatever the entrepreneurial activity, once the combination is no longer novel and unique and hence
enjoying a competitive advantage over other enterprises, then the combination loses it uniqueness and
is no longer considered to be entrepreneurial, irrespective of the nature of the individual (p78). In
summary, the Schumpeter entrepreneur causes the change In the nature of resource allocation, rather
than responding to the signals from resource reallocations by other people. In addition, the
entrepreneur is not a risk bearer per se, as the risk is borne by the capitalist financier. The individual
may also be the financier of the transaction, but they conduct this part of the role separately from their
actions as the entrepreneur (1934, p137). Schumpeter (1934, p155-6) identifies that certain
entrepreneurial traits are innate and are not passed from generation to generation. He also identifies
that the entrepreneur's motivation is not purely that of pecuniary gain, as articulated by Maslow (1954),
namely the need for self-realisation goals, self-fulfilment and power.

In the way that Say proffereda morecomplexinteractionof risk takingdecisionsthan Cantillion,
Leibensteintook Say's work further in terms of exploringthe precipitatorsfor entrepreneurialaction.
Leibenstein(1966) introducedthe concept of 'x-efficiency',the efficiencythat is presentin the
economyas a resultof non-allocativeefficiency.In pure marketcompetitiontheory, resourcesare
continuouslyreallocatedto the most effectiveproducerto deliver market equilibrium.In the real world,
imperfectcompetitionexists and hencethe total freedomin the reallocationof resourcesis slow or
simply does not occur. From this failureto perfectlyreallocateresources,there is a resultantallocative
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inefficiency in the overall market. However, Leibenstein argued that the actual levels of inefficiency
that are experienced were not of the adverse magnitude predicted by the theory of imperfect
competition. This extra efficiency derived from non-allocative means is the x-efficiency in the market.
This extra efficiency can be variable and the reciprocal corollary of this efficiency construct is xinefficiency. In his article, Leibenstein (1966) argued that x-inefficiency will increase if firms do not
sustain the pressure for innovation, hard work and responsiveness to imperfect competition barriers to
organising resources. The motivations to drive down the x-inefficiency factors were identified as the
motivation of individuals, motivation of competitors and the acquisition and use of market information.
Leibenstein proposed that the relationship between inputs and their resulting outputs was
indeterminate. In this way, his construct challenged the orthodoxy of neo-classical model of
competition and the allocation of resources. Like Schumpeter, Leibenstein's work was not seeking to
define entrepreneurship per se; he was exploring the x-factor that explained the hidden gain in
productive efficiency in the context of imperfect competition. The x-inefficiency reduction involves
decisions by individuals and hence entrepreneurs are involved. Stigler (1976) criticised Leibenstein's
key construct on the basis that the definition of output is not empirically sound.

Stigler'scritique arguedthat no personseeksto maximisethe output of any one thing.When more
than one goal is achievedat the cost of less of anothergoal,Stigler (1976,p213) arguedthat the
changein output is due not to an increasein efficiency,but a changein outputsand hencethe neoclassical model'saxiomsstill stood. Binksand Vale (1990)developedthe work of Leibensteinand
Stigler'scritique.They simplifiedthe Leibensteinmodelfor the applicationto entrepreneurshipby
restatingx-efficiencyin terms of output applicationsof the mismatchbetweenutilityfunctionsof the
labour inputs in the firm or industry.Upon modification,the revisedtheory is sufficientlyacademically
robust enoughto moveon to its applicationto entrepreneurship.

The x-efficiencyparadigmcreatingextra non-allocativeefficienciesrequiresa facilitatorto make it
work. Leibenstein's1968 follow up paper put forward constructsof two types of entrepreneur,namely:
the entrepreneuras a routine,managerialfigure that allocatesthe inputs to productionin
the traditionalmanner.
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0

Schumpeterianentrepreneuras one who fills the observedmarketgap with a new product
or process.

The difference between Leibenstein and Schumpeter is the former's emphasis on the sustaining of the
incentive for entrepreneurial activity even when the market has reached equilibrium, whereas the latter
believed that the entrepreneurial event finished once equilibrium had been reached. The difference is
that Leibenstein's paradigm of x-efficiency challenges neo-classical theory.

Leibensteinidentifiedfour characteristicsof the entrepreneur,namely:
"

an ability to connect different markets to exploit potential arbitrage opportunities.

"

they remove market deficiencies by filling gaps.

"

they are input completers, as they are key co-ordinators of all the required inputs for the

productionprocess.
they create,expandor restructurefirms as market producersto receivethe inputs.
The skills and abilitiesthat are requiredto conductthese roles are scarce and in somecases,are
innateto the individual.In summary,Leibenstein'swork developedthe interpretationof the observed
operationof imperfectmarketsintothe identificationof the catalyststhat createthe x-efficiency
opportunitieswhichchallengethe operationof the marketsset out in neo-classicaltheory. In turn, his
work evolvedto identifythat the marketand the entrepreneurdid not work in a roboticmannerand
hencethere are characteristicsthat are applicablefor describingthe entrepreneur.

Two views of the entrepreneurhave been put forward:the view of the role of establishingand running
businessesthat create and respondto marketopportunitiesand the other view that definesthe
entrepreneurin terms of the organisationof new combinationsto create resourcechange.Both views
share a commonfoundationof the entrepreneurbeingan individualthat has prevalentpersonaltraits.

2.2.3 The introduction of ethical man into entrepreneurship literature
Previouswriters were concernedwith the operationof the market and the role of the individualto
stimulatemarket equilibrium.These writers had identifiedthat not everyonecan be an entrepreneur,
and those that are, share an underlyingassumptionthat this class of peopleact in the best interestsof
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the market, namely they sought to maximise
profit. Later writers modifiedthis to the goal of maximising
utility. However this approach, known as 'economic man' still leaves unresolved issues, as the
underlying assumption is that individuals work in a rational and logical manner to maximise either profit
or utility. Later writers such as Knight, Drucker and Casson, proposed that human beings operate in
the market place for

a myriad of reasons and not always in an obvious, rational and economic manner.

Definitions of the entrepreneur

are not the exclusive preserve of economists, social scientists also

contribute to the literature.

The theme of human
action being a key driver in entrepreneurial behaviour was extensively explored
by Knight (1921,

p23). His work was concerned with the nature of pure economic profit, arguing that

profit is a reward for bearing uncertainty and in this proposition, supports the writings of Cantillion. The
markets are not truly free, having a multitude of barriers to perfect competition. When disequilibria
occurs, market place entrants or leavers are required to restore the equilibrium, however, due to
market imperfections, this responsiveness cannot be instantaneous. The timing of this responsiveness
is a function

of the speed of operation of market signals and a function of the uncertainty surrounding

the signals
and opportunities. Uncertainty therefore exerts a fourfold tendency to select people to act
as market leaders and to create specialise functions Knight (1921, p270-1), namely:
"

an adaptation of individuals to occupations on the basis of knowledge and judgement.

"a

similar selection on the basis of degree of foresight.

"a

specialisationwithinproductiongroups,with the peoplewith superiormanagerialability
being placed in control.

"

thosewith confidenceto use andfollowthroughtheir judgement.

Fromthis, Knight
arguedthat a specialsocialclassof businesspeopledirectseconomicactivityand
theydirectthe
vast majorityof the population.These peopleare society'sentrepreneursand are
remunerated
accordinglyfor their abilityto makeand implementjudgements.This separationof the
populationintotwo broad
groupswas similarto Cantillion'sobservationof 166years before,but like
Casson,
who followed70 yearslater, Knightproposedthat these peopleact for manyreasonsand not
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just for economic profit. Knight (1947) explored the personal motivation of entrepreneurial man within
social groups, identifying six main levels of human activity, namely:

"

physical actions

"

biologicalorganism

"

sociabilityand existingin communities

"

problem solving and selecting the most appropriate means to achieve given ends

"a
"

social being, deliberately participating in co-operation, ethical debate etc
ethical problem solver, judging between alternative ends.

For advanced societies and the study of entrepreneurial traits in particular, actions 1 to 3 are not

relevant.Actions4 and 5 are pertinentand are useful in the ascribingof motivationfor the actionof
entrepreneursin makingand takingjudgmentaldecisions.Action 6 is useful in describingthe way that
man is not purelydriven by rational,economictheory and doctrine.

Proponentsof utility theoryadvocatethat individualsseekto maximiseprofits,whereassocial
scientistshavecounteredthat individualsseek to automaticallymaximisetheir marginalutilityof
something,but not necessarilyeconomicprofit. Individualsseek differentendsfor personaland at
times illogicaland seeminglyirrationalreasons.Individualscan not be sure that they have actually
maximisedtheir marginalutility,the surrogatemeasurefor maximisingof profitsin classicalmarket
theory Knight(1935, p160). Knightsubsequentlyreviewedand critiquedthe applicationof utilitytheory
to decisionmaking. Individualsseek to sait their wants,redefiningthosewantsas time and the
resolutionof those wants occurs. Effectively,every end is redefinedin the processof achievingit.
Three principalmoderatorsinfluencethis dynamicprocessof redefiningof the purposeof actions:
1. Individual'ssatisfactionfunctionsdo not, per se, remainthe same throughoutthe
implementationof actions.An individualmay be disappointedonce he has obtained,or is
closeto achievingthe target outcome.He may decideto pursue anotherend instead
(Knight,1956, p175).
2. An individualmay becomeso committedto achievingthis end, that the meansbecomean
end in itself and therebythe originalpurposeof the actionsis lost (Knight,1947, p253).
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3. The most important channel for modifying ends is a social one, in that man is a product of
his environment and rarely can be a wholly autonomous member of society free from peer
and society pressure (Knight, 1956, p170).
Knight summarises his arguments by stating that economists can underestimate the ethical and social
influences on economic man. As society has structure, that society in turns places a considerable level
of pressure to conform on individuals. He goes on to argue that the simple dismissal of ethical

behaviourof individualsby economistson the groundsof their naivety,is in itself, a naive assumption.

Entrepreneurship theory developed with Casson's revised definition (1982, p23) that embraced the
construct of judgmental decision making about the co-ordination of scarce resources. Casson's
definition places an emphasis on the co-ordination of scarce resources rather than their allocation.
This emphasis confines the attention to decisions of an economic nature that are changed (coordinated) by the entrepreneur for his benefit and acknowledges classical economic theory of markets
being dynamic in terms of the supply and demand of resources. The corollary is that entrepreneurial
actions are a dynamic series of events and not a one-off occurrence or action. Casson (1990, p57-8)
went on to identify that the quality of judgement depends upon the individual's character. Key traits
were proposed to identify and describe the entrepreneur. These traits include self-confidence, breadth
of experience, flexibility of thought, high norms (integrity), long-term views, progressive outlook, selfreliance and an attitude to deliberate. Casson (1995, p23) concludes that the narrow concept of
economic man who acts in purely rational and economic terms has been undermined. He develops the
argument that ethical man is the relevant basis for the study of entrepreneurship. Ethical man, like
economic man is purposeful and intelligent. However, ethical man is motivated by a diverse range of
factors, not just economic profit and the underlying goal of driving markets towards market equilibrium
by identifying short-term monopolistic profits.

2.2.4 Entrepreneurial activity and its application to the firm
A reoccurringtheme of entrepreneurshiptrait theory Is the placingof the individualat the centre of the
analysiseither as sole traderor as owner-manager.The conventionalwisdom is that entrepreneurs
are IconoclasticIndividualistsand tend not to work in large, structuredorganisations,Robinson(1990),
as bureaucraticrules,accountabilityand the need for conventionalsolutiongenerationstifles
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innovation. The traditional view has been that contracts of employment concentrate risk uncertainty on
the employer rather than the employee and hence remove employees from the historical definition as
they are not risk bearing, Casson (1990, p46). The previous proponents in this area of theory, namely
Schumpeter, the Austrian School and Knight, have not addressed the issue of exactly what the

entrepreneurdoesand each proponentonly providesa partialaccountof the subjectof the role of the
employee.

Schumpeter's theory indicates that an employer that correctly decides not to innovate because it is
uneconomic cannot be considered to be an entrepreneur. Likewise, the Austrian school is centred
upon the individual and contends that he does not need to form a firm to operate in the market place,
although he may be incorporated in law to contain his personal liability. However this legal vehicle of
limitation of liability does not compromise his attitude towards risk bearing, as he is still the dominant
owner of the firm and exposed to the consequences of his risk bearing choices. Therefore the analysis
of the entrepreneur within the larger firm using the Austrian school is difficult to apply as the
connection between actions and the risks stemming from those actions is more tenuous. Knight is
clear that the shareholders are the successor to the merchant adventure and it is they who are
entrepreneurial, not their employees. However, Knight was writing within a social and economic
climate pre the rise of the Welfare State, in the 1940s and 1950s.

The preceding definitions propose that the entrepreneur identifies new combinations and opportunities,
but focuses on the individual acting alone, rather than within a team structure. Casson's 1982
definition of the entrepreneur is based on individuals or collections of individuals; not corporate bodies
per se. Casson (1995) stipulates that membership of a firm cannot be assumed to be so cohesive that
the firm has a'will of its own'. He goes onto state that judgmental decisions are those that require
innovative action, rather than the application of existing principle, laws and formulae to the problems
faced in the workplace. The corollary is that the solution of problems is not entrepreneurial per se. The
level of subjective judgement involved in the decision making process rises with the level of
uncertainty, complexity, or ambiguity of a situation, especially where there is evolution in the
parameters of operation, (Casson, 1990, ch3). Casson (1990, p75) places emphasis on groups of
individuals working within a structure, namely an entrepreneurial team within the incorporated firm.
With the appropriate circumstances, such teams can be innovative and implement solutions, the
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necessary prerequisite for being defined as entrepreneurial, and hence being an entrepreneur, as
defined by earlier writers. Casson suggests that the firm may be regarded as a social unit comprising
individuals (1990, p76) who regularly co-operate to solve problems. In support of this contention,
Casson proposes that firms exist as a result of entrepreneurial behaviour, not that a firm creates
entrepreneurial behaviour because it exists.

Drucker (1985, p135) disagrees with the conventional wisdom that big businesses and by inference,
public sector firms do not innovate. He argues that there are plenty of examples of innovation and
implementation from large firms, enough to counter the cited failures of large firms. The argument that
organisational size creates the bureaucracy and conservative behaviour which are impediments to
innovation is to an extent true. Given this, Drucker draws upon evidence that demonstrates that small
firms in America fail to systematically generate more entrepreneurial activity than very large firms,
despite the organisational bureaucratic impediments larger firms face. He concludes that it is not size
that is the impediment to innovation and entrepreneurship, but lack of dynamism within a firm that
occurs when it reaches a natural operating niche of activity, in effect a 'comfort zone' that promotes
operational inertia and complacency. To break this 'state of mind', these firms require entrepreneurial
endeavour to break the cycle of mediocrity and avoid the inevitable drift into mediocre performance
and business decline, Drucker (1985, p137). Drucker challenges the conventional wisdom that
entrepreneurship and innovation are natural, creative and spontaneous, arguing that entrepreneurship
is neither natural nor creative, but a function of targeted hard work. Creative flair is a human
endeavour, but the skills needed to marshal those resources (the Schumpeter definition of the
entrepreneur) can be taught to appropriate people. Drucker (1985, p138-161) puts forward that
entrepreneurial management requires policies and practices in four key areas:

1. The firm must be receptiveto Innovationand willingto perceivechangeas an opportunity
not a threat. Withoutthe willingnessand climateto change, managerialentrepreuralism
will not be possible.
2. Systematicmeasuresand appraisalof actionsto calibratethe responsivenessand
effectivenessof the firm's actionsare required.Without learningand improvement,the
firm can not be sure that it is innovatingand movingforward.
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3.

Entrepreneurial management requires specific human resource management
policies to
actively promote a progressive and innovative climate for entrepreneurship.

4. Entrepreneurial and managerial units should not be mixed as the modus operandi of the
two groups are fundamentally different. The firm needs both types and the unwise mixing
of the two types will result in mediocrity at best and disaster at worst. The same

statementappliesto diversificationinto areasthat are outsidethe core competenciesof
the firm. Diversifyingdoes not addressthe currentperformanceof the existingbusiness
and will resultin two differentspeedsof developmentthat may hold back the new
business and leave behind the old one.

In conclusion,Druckerproposesthat for the firm to be a successfulentrepreneur,irrespectiveof its
size or status, it hasto be managedas an entrepreneurialbusiness.

2.2.5 Entrepreneurship and teams
In developingDrucker'swork further,the increasedsize of the modernfirm mustbe considered,
especiallyin relatingentrepreneurshipto the publicsectorfirm. The originalconstructof the
entrepreneurwas centredupon small firms that were effectivelyvehiclesfor one personor a small
handfulof individuals.As developedby Drucker,large firms are also entrepreneurial.By definition,
largerfirms must be organisedintoteams of peopleand are managedby hierarchies.The role of
entrepreneurshipand teams mustthereforebe explored.

Casson'sresearchof large multi-nationalenterprises(1990p77) definedthe key featuresof these
largerfirms (i.e. not thosefirms that are either very small or effectivelya vehiclefor a dominant
owner/manager)in terms of contractingarrangements:
1. The firm solves problemsthat are commonto a wide group of peopleor firms.
2. Problemsare solvedusing standardsolutionconcepts.
3. Internalisationof the market in solutionconceptsmeansthey are typicallydevelopedand
implementedby the samefirm.
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4. An entrepreneurial team manages the firm. The team's organisation represents a division
of labour in problem solving, in which a synthesiser has a central role (i. e. the chief
executive officer).
5. Shareholders are the majority owner of the firm and the entrepreneurs are the minority
shareholder. The majority shareholders tend not to direct or organise the affairs of the
firm.

6. The entrepreneurialteam choosesthe rules and proceduresthat are usedto delegate
routineaspectsof decisionmakingto administrativestaff and professionals.
7. Routine staff are supervised and, like members of the entrepreneurial team, attached to
the firm on long-term employment contracts, regulated by employment law.

8. The corporateethos reflectsthe rationalview of problemsolvingand a progressiveview of
scientificadvancementand materialimprovement.
The types of contractspecifythe variousroles that individualsmust occupywithin the organisationof
the firm. The contractsdeterminethe divisionof responsibilitiesbetweenentrepreneurs,
administrators,suppliersand customersof the firm. Casson(1990, p78) proposesthe rationalefor
these contractsare basedon four factors:

.

the contractsestablishlong-termand stable relationshipsbetweenvariouspartiesboth
withinand outsidethe firm.

"

promotesefficiencyby allowinga customerto contractfor a myriadof servicesin a
complexserviceenvironmentwith one contractingorganisation.

"

conflict resolutionis promotedby contractform and precedence,makingcontracting
easier, quickerand less risky to all parties by removing(unsystematic)risk.

"

logicalseparationbetweenthe individualand the role they occupy.This allows structures
to be developedand sustained,especiallyfollowinga change in personnel.

AlthoughCassonwas writingabout multinationalenterprises,the applicationof the constructto
domesticlargefirms and laterallyto publicsector organisationsis both logical and credible.Both
groupingsexhibitthe same characteristicsthat are used to definethe multi-nationalcorporation.In the
UK publicsector,the shareholderis knownas the stakeholder.A governingbody representsthe
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stakeholder and is different from the management group, eg a board of college governors council visä-vis the college senior management team. In turn, the college's governing body is ultimately a proxy
for the central state, the ultimate stakeholder in the public sector. The use of proxies is important, as
Casson (1990, p80) goes on to explain that in the multinational firm, the shareholder cannot operate
direct supervision and therefore must trust the appointed entrepreneurs within the firm. This trust
needs to embrace their managerial competency, ability to judge risks on behalf of the shareholders
appropriately and to exercise ethical stewardship over the funds entrusted to them.

Binks and Vale (1990, p128-9) commented that policy making tended to focus on individuals and
business start-ups, with a lesser emphasis upon existing businesses. They explored the theme of
corporate entrepreneurship and started with entrepreneurial teams, rather than entrepreneurial firms.
Binks and Vale were reviewing the policy implications that affected the supply of entrepreneurship or
entrepreneurial activity and its impact on economic development. They proposed that the
entrepreneurial system has three basic components:

9a

continualgraduationof developmentpotentialthroughthe materialisationof catalytic
entrepreneurialevents.

.

the efficientexploitationof that potential,throughthe materialisationof allocating
entrepreneurialevents.

0

the efficientrealignmentand operationof affectedindustriesand organisationthrough
refiningentrepreneurialevents.

Differentfactors and policieswill affectentrepreneurialactivity positivelyand negativelythroughthese
three spheresof policy.Puttingthe external,non-firmcontrollablecircumstancesaside, the internal
organisationof the firm is importantif it is to developan entrepreneurialethosas advocatedby
Drucker and Casson.The transferabilityof the aboveentrepreneurialsystemto the publicsectoris
relevantto the publicsector duringthe 1980sand 1990s.With the relaxingof direct control,public
sector bodiesare more ableto operatein the mannerof privatefirms and hence the constructsof
entrepreneurshipare transferable.
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In conclusion, Casson and Drucker have broadened the field of entrepreneurial research from the sole
trader, merchant adventurer of the nineteenth century to embrace the modern organisational construct
of the firm. Their work is consistent with earlier writers in that they both argue that individuals, albeit
operating within teams, are still the entrepreneurial drive not the firm itself, which is an artificial
construct. They also demonstrate that contracts of employment do not automatically preclude an
individual from being an entrepreneur, the contract is a form of working that codifies interactions in
complex organisations. Their work on large private sector and multi-national companies is transferable
to public corporations and firms, therefore entrepreneur theory has an application to the public sector
as well. The end result of these developments of team based application has been the
conceptualisation that entrepreneurship is a firm-level phenomenon, Burgelman (1983) and Zahra
(1991 and 1993).

2.2.6 The entrepreneur and managers in the firm
Classicalliteratureidentifiesthe entrepreneuras beinga separateclass of individualfrom the
manager.As advocatedby Harrisand Jackson(1999, p42),the applicationof entrepreneurshipis
much broaderthan small businessstart-ups,beingequallyapplicableto largefirms and publicsector
organisations.Entrepreneursare engagedin risk bearingscenariosfor the sake of the firm, whereas
the manageris motivatedby externallyimposedgoals and rewardsand is less tolerantof personalrisk
taking on behalfof the firm. Classicaleconomistssuggestthat there is a cleardemarcationof
individualsintotwo groups of people.They proposethat entrepreneurshipis synomouswith leadership
and managementis synomouswith administration.Socialscientistshoweverargue that there is
differentiationin terms of behaviourbetweenentrepreneursand managers,however,the corollarythat
there are separateclassesof peopledoes not automaticallyfollow.

Kao (1989, p102) believesit is a myth that the aforementionedconstructof separateentrepreneurial
and managerialclassesis valid,especiallyin the modernworkingenvironment.Individualsshould be
measuredagainsta spectrumor continuumof managementstyle. Peoplemay behavein a managerial
or entrepreneurialstyle dependingupon the measuresthey are evaluatedwith. Differentenvironments
require differentresponsesby an individual.A highlystructured,externallyregulatedand formal
organisationsuch as a publicsectorfirm is less likely to tolerateinnovativeor iconoclasticbehaviour.
In contrast,a less structuredand Informalorganisationsuch as an Internetstart up companyis more
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likely to actively promote individualism and reject structured, bureaucratic approaches to problem
solving. Kao (1989) also identifies that different personality styles lead to the use of different skills
based on personal preference. The former chairman of the UK Post Office, and first chairman of the
University for Industry quango in 1999, was Sir Ron Dearing. He wrote from experience (1986, p3) that
a state controlled enterprise may wish to think and operate strategically in an entrepreneurial manner,
and indeed be tasked by the state to act entrepreneurially, but may in reality find itself in a conflict of
interest. The politician represents the controlling stakeholders of the public firm. The politicians require
(political) jam today, rather than (economic) jam tomorrow (1986, p4). Therefore the manager may
aspire to act in an entrepreneurial manner, but their actions are limited by political interference. In
support of this practical example, Kao contends from the literature that the roles of the manager and
the entrepreneur overlap and that the underlying issue is the mix of managerial and entrepreneurial
traits that need to be used in response to the operating environment.

Maslow (1962) proposed in defining his hierarchy of needs paradigm, that individuals interact with
society in response to the pressures, real and perceived, placed upon them. Therefore an individual
will act in a manner consistent with their self-actualising needs at their point of their career, rather than
as a response to negative stimuli. Effectively, an individual's responsiveness to entrepreneurial
behavioural opportunities is a function of their perception of personal risk, Kao (1989, p 104). Kao
represented the trade-off that an individual faces between staying and leaving from their unresponsive
firm as Table 2.1:

Table 2.1: Kao's 'balance sheet' of entrepreneurial career decision making
To Stay

To Go

Financialobligations
Need for security

Financialresourcesavailable

Familyobligations

Familysupport
Relevantexperience

Inexperience

Desirefor self-actualisation

Kao concludes that the retention, and by inference the initiation, of entrepreneurial individuals into the
firm is a direct function of the firm's ability to provide avenues for these people to develop and flourish.
Static firms that do not provide the appropriate entrepreneurial stimulae to their employees

(irrespectiveof their positionin the firm) will ultimatelylose those staff or eliminatetheir entrepreneurial
capacityto act.
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A key criticism of public sector managers is their tendency to be administrators, with their traditional
emphasis on conservatism based on the focus of stewardship and accountability of resources. Maslow
explored stereotyping versus true cognition and its lateral application to the conservatism of the public
sector manager is relevant. Thinking is the key innovative trait of entrepreneurial individuals and in turn
the absence of creative and innovative thinking is a key barrier to the implementation of an
entrepreneurial modus operandi. Maslow (1954, p203) identified limitation of thinking as consisting of:

.

stereotypedperceptionof problems,the overlookingof problemsin the first instance,
supported by active denial of a problem, and/or

"

using only stereotypedtechniquesfor solvingtheseproblems,the use of approved,
orthodoxprotocolsand proceduresto resolvethe problem,and/or
having in advanceof all life's problems,a set of ready made,cut and dried solutionsand
answers.

He proposesthat these three tendenciesadd up to an almost completeguaranteeagainstcreativityor
innovationand henceentrepreneuralism.Maslowcounselsthat these three tendenciesneed to be
acknowledgedand activelytackledif the individualis to avoidfalling into the trap of stereotyped
thinking.The corollaryis that a managerwho is preparedto positivelyaddressthese issues may
operate in an entrepreneurialmanner.The managerin this definitionis not confinedto the private
sector, but includespublicsectorfirms.The applicationof this paradigmof motivationand personality
by Chell(1991, p67).
underpinsthe need to consider environmentas advocatedearlier

However,Chell (1991, p52) statesthat the problemwith a wholesaleattack on the conventional
approachto trait theory, in terms of definingthe entrepreneur,is what to replaceit with. Conventional
trait theory proposesthat by definingthe traits,the applicablepersonwill, per se, be entrepreneurial.
The critiqueof conventionaltrait theory is the issue of independentvariable, namelythat havingthese
traits does not automaticallyresult in entrepreneurialactionsdue to environmentalfactorsthat limit
independentactions.Further critiqueis made of trait theory In general,in terms of its robustnessof
The typologiesof the firm life cycle are relevantto providea contextual
application,Chell (1991,p54).
frameworkwithinwhich the individualoperates.Stevensonet al (1989, p7) developedthis to define
entrepreneurshipas beingan action or approachto managementthat is a pursuedopportunity,without
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regard to resources that are currently controlled. They conceived a spectrum, or continuum of
business behaviour, rather than discrete groups of people per se. This contrasts with earlier writers
who contend that there is an entrepreneurial class irrespective of the environmental factors. Stevenson
et al (1989, p59) identified six dimensions of management style from which they develop two
contrasting styles of management, represented in Table 2.2.

Table 2.2: Entrepreneurial management style:

Key Dimension

Promoter
4
.4

Trustee
0,
110

1. Strategic orientation

Opportunitydriven

Administrative Domain
Resourcedriven

2. Commitment to
opportunity

Revolutionary - of short
duration

Evolutionary - of long
duration

3. Commitment of resources

Multistagedwith minimal
commitmentat each stage
Episodicuse or rent when
required
Flat with multipleinformal
networks
Valuedriven,performance
based,team orientated

Single stagedwith complete
commitmentupon decision
Ownershipor employmentof
resourcewhen required
Formalisedhierarchy

4. Control of resource
5. Managementstructure
6. Reward philosophy

Entrepreneurial Domain

Securitydriven,resource
based,promotionorientated

Chell concludedthat individualsadopt variousposturesaccordingto the circumstancestheyfind
themselvesin and in turn, an observerbetter understandstheir behaviourwhen thesecircumstances
are taken intoaccount, (1991,p67).

Covin and Slevin (1986and 1989)have arguedin supportof Stevensonet at (1989),that the
to
measurementof entrepreneurialstylesof firmsyields morereliableresultsthan attempts measure
the style of individuals.They definedentrepreneurialactivityas havingthree components:
"

risk taking

"

innovationand pro-activeness

"

relationshipto organisationalstructureand performance

From this contingencyapproachmodel,Covinand Slevindevelopeda matrixof organisational
firm:
structureand managementstyle and it's impact upon the
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Table 2.3: Organisational structure and management style and their impact on the firm

Organisational Structure
ManagementStyle

Mechanistic

Organic

"

Entrepreneurial

"

Pseudo-entrepreneurial
firms

"

Effective
entrepreneurial firms

"

Conservative

"

Efficient bureaucratic
firms

"

Unstructured
unadventurous firms

Althoughthis work is basedon small firms, its applicationto larger privatefirms and publicsectoris
valid, once the work of Miller (1983) is considered.

Miller's 1983 study was focused on the behaviour of owner/managers (within the private sector) and

she was ableto distinguishbetweenthreetypes of firms:
0

simplefirms operatingin a hostileenvironment,dominatedby an entrepreneurial
owner/manager.

"

organicfirms operatingin dynamicand unpredictableenvironments- decisionmakingis
decentralisedand the personalityof the manageris less apparent.
planningfirms are more highlydifferentiatedstructurally.These firms tend to be
bureaucratic,pursingsystematic,orderly processesof innovation.Their strategyis explicit
and well integratedin orderto be effective.

Simple firms are so intrinsicallylinkedwith the leader's personality,decision-makingpowerand control
of information,that almost nothingelse seemsto matter(1983, p783).Simplefirms do not havetrue
parallelsin the publicsector, as althoughsome publicsectorfirms havedominantfigures,these
individualsare rarely omnipotentand autonomousin the mediumoperatingterm. Organicfirms are
more orientatedtowardstheir environmentand attemptto developthe best responsesto the needsof
the market and their environment.This externalorientationinfluencesthe strategyof the firm and its
range of options. Planningfirms tend to buffer themselvesfrom their environmentand entrepreneurial
activity dependson internalinitiative.Millerdefinesthis as a function of their product,marketstrategy
and personalityof the leader.Chell (1991, p66) does proposecautionwith the use of the Miller
taxonomyof firms In this manneras althoughthe environmentinfluencesthe firm, It Is still led by

people. The firm that is faced with a range of environmental factors identified by Miller is not
automatically entrepreneurial per se, as cogently argued by Drucker and others. However, Miller's
classifications are useful to demonstrate the transferability of entrepreneurship and the firm construct
to the public and not for profit sectors.

In conclusion, it has already been established that individuals may have a contract of employment and
hence be an employee, yet still be deemed to be entrepreneurial. The environment of the firm, in terms
of the external influences placed upon it, the leadership within the firm and the structures that it
adopts, has a bearing on the firm's collective propensity towards entrepreneurial behaviour. In
essence, entrepreneurial firms develop a competitive strategy aimed at making dramatic innovations
as a matter of routine, whereas conservative firms innovate only when they are forced to do so. Those
firms that fail to innovate at all, ultimately fail. Within the firm, individuals are grouped into teams that
operated in either an administrative capacity or entrepreneurial (developmental) capacity and
numerous writers have argued that this is a spectrum of operation, rather than discrete groups of
actions. The literature, although originating in the small firm private sector,, is applicable to the public
sector and larger firms following the analysis of the operational context of large firms and the teams
that make them up.

2.2.7 Key traits of entrepreneurship from the literature
Having identified that an entrepreneur may either be working for a small firm as owner/manager or
within an entrepreneurial team within a larger firm, historical trait theory is still weak in terms of
identifying the key characteristics of entrepreneurial individuals due to its grounding within the field of
competition theory. A major weakness of the psychological classification approach to describing the
entrepreneur is that it does not provide a substantive method of discriminating between the
entrepreneurial activities and the functions of owner/managership, Watson (1995). Entrepreneurial
activity has so far been described in terms of economic man and ethical man in terms of their role
within the economic system. However, many writers have sought to describe the key traits of the
entrepreneur in social-science terms. Say's and even Knight's writings are too general when seeking
to define individual characteristics that make up the entrepreneur. Their descriptions are more
applicable to identifying the class of individuals, rather than their sociological traits that define them as
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entrepreneurial individuals. Four key writers, Kao, Maslow, Chell and Casson have sought to describe
the personal traits of the individual, as well as the class of people.

In studying entrepreneurial traits, Kao (1989, p4-7) developed the analytical framework of
entrepreneurship, creativity and organisation and placed it within the context of the person, the
organisational setting and the task to be achieved. Collectively this produced an operating
environment, a blend of person, organisation and task that in turn interacts with the rest of society. To
avoid confusion between entrepreneurs and entrepreneurial activity, Kao explored entrepreneurship,
the action of risk-taking in the mobilising of resources to bring a project to fruition, Kao and Stevenson
(1984, p91). From this framework, Kao develops a model of the individual that is heavily influenced by
the external factors of society as argued by Knight. His objective was to create a framework of
understanding and there from, generate skill flexibility in so minded individuals to develop
entrepreneurial tendencies. In placing the individual's actions within a context, Kao believed that
society defines the competitive situation and hence influences the operation of individual
entrepreneurs. Kao believed that skills could be taught, but only those with certain traits would make
truly effective entrepreneurs.

Mostwriters agree that creativityis a pre-eminenttrait, combinedwith an ability to makeand
implementjudgementsand decisions,althoughcreativityshould not be regardedas a euphemismfor
entrepreneurship.You can be creative,but lack the abilityto implementthe ideaKao (1989,p18).
Thereforeorganisationalabilityand visionare key requirements.The characteristicof creativepeople
draws from the psychologybranchof the social sciences.Maslow(1968)definescreativityas beingof
two forms, namely'special talentcreativeness'such as musicaltalent of Mozart,and 'self-actualising
creativity',which he believedoriginatedin the personalityand was visible in the ordinaryaffairsof life.

Drucker (1985,p27) added innovationas a specificmeasureof entrepreneurship.Innovativeacts are
thosethat endow resourceswith a new capacityto create wealth.Drucker statesthat there is no such
thingas a resourceuntil mancreates a purposefor it. The concept of purchasingpoweris the corollary
of the creativeactionsof the innovatingentrepreneur.Kuratkoand Hodgetts(1989, p122)exploredthe
emergenceof creativeman in successionto his predecessor,intelligentman. Based on Drucker's
work on innovation,they believedthat entrepreneursblendedtogetherimaginativeand creative
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thinking with systematic and logical process ability. Entrepreneurs identify opportunities from problems
and they resolve the issues by developing solutions. Kuratko and Hodgetts proposed that problems
are to solutions what demand is to supply. In support of Maslow's special and self-actualising
creativity, Kuratko and Hodgetts (1989, p124-127) put forward that while there are people with very
special gifts, the real barrier to creative, and therefore innovative, thinking are 'killer phrases' that are
used in communications. The use of negative message framing in a discourse typically prohibits
further development of an idea and this has to be tackled to develop ideas and innovation further.
Therefore environmental factors that an individual works within are very relevant.

Other writers sought to explore a more express set of characteristics that could be used to classify
entrepreneurs. Timmons et al (1985) summarised the characteristics of the entrepreneur from a review
of fifty research studies and it has become the regularly cited benchmark of entrepreneurial traits, as
follows:

total commitment,determinationand perseverance,
opportunitiesto exploitand goal orientationto make it happen,
taking the initiativeand acceptingpersonalresponsibility,
problemsolvingand resolutionskills,
seekingand usingfeedbackto learnfrom,
low needfor status and power,combinedwith integrityand reliability,
personaldrive to achieveand grow,
calculatedrisk taking and risk seekingattitude,and
internallocusof control.
These identifiedtraits combine Knight'ssocialdynamicpressureissueswith the rationaleconomic
man view of other writers, notablySchumpeterand the Austrianschool.The underlyingtheme is the
entrepreneur'swillingnessto take risks as previouslyidentifiedby Cantillionsome 210 yearsearlier.
Thereforeentrepreneurialindividualscope objectivelywith setbackand are preparedto try again. By
beingpreparedto try again afterfailure, the locusof control trait impliesa willingnessto considerrisk
taking objectivelyand its implicationsas a hazardof achievingsuperiorbusinessperformance.
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The definition of risk taking is relative and indeed Schumpeter considers risk taking to be a
characteristic of business ownership and not of entrepreneurship per se. The internal locus of control
is further explored by Chell (1991, pp39-42), where the locus is described as the belief that the
individual controls and or influences their own destiny. However, Chell does identify that research to
date on the locus of control has produced conflicting results. However, the identification of traits is not
entirely satisfactory, as the traits are sufficiently generic to describe managers as well as the
entrepreneur. The identified traits also have gender and cultural bias Kao (1989, p98) against nonAmerican/European men and hence may not be universally transferable. Bhide (1994, p150) argues
that too much rigid planning, as typified by larger organisations, including those in the public sector,
can actually delay decision making to such an extent that entrepreneurial opportunities are missed.
Profitable survival, Bhide argues is a function of deriving some combination of a creative idea with the
superior capacity for execution. Bhide concludes (1994, p160-161) that entrepreneurs may have a
plethora of personality traits, but as a group, they share a number of characteristics:
handling analytical tasks in stages, breaking down the decision process into steps that

limit exposureand hence risk,test ideasand speed up the decisionprocess,
plug holesquickly when problemsor risks developby lookingfor solutionsor being
preparedto write off the proposalratherthan pursueit for illogicalreasons,
evangelicalinvestigationthat involvespullingothers into the decisionprocess.Market
researchis usedto test ideas proactively,ratherthan in a clinicalmanner.Researchis an
opportunityto test and developthe idea,not simplyto evaluatethe currentidea in its
currentform. Effectivelythis is a learningorganisationapproachto marketresearch,and
"

smart arrogance,definedas the entrepreneur'swillingnessto work on outlineplans and
ideas that involvea degree of risk taking.The arrogancein their abilityto makejudgement
calls ahead of their peer group must be able to standthe test of adverse performanceand
be backedwith a degreeof humilityto drop poor ideas once provento be poor.

In summary,the literaturedemonstratesthat entrepreneursdo not display common,unifying
characteristicsper se and in the modernwork place, it is necessaryto placethe Individualintothe
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context of their operating environment. Drucker, Casson and others have argued that in addition to
individuals in small firms, larger organisations exhibit entrepreneurial traits via teams.

2.2.8 Trait theory and the firm brought up to date
Casson (1995, p129) sought to bring together the social science dimensions of entrepreneurship and
economic modelling. He identified that the key service supplied by entrepreneurs is quality of
judgement; a capacity that is often unique and allows monopoly or monopsony profits to be made in
the short-term. He further contends that even when information flows in the market place are good, the
entrepreneur may still make excess short-term profit due to their greater tolerance to risk taking.
Casson (1982, p35) summarised that the entrepreneur is someone whose judgement is different from
that of other (mainstream) people, believing that without intervention, the wrong decision would be
made. He goes on to list the qualities of entrepreneurship and their nature in terms of scarcity:

Table 2.4: Casson's analysis of entrepreneurial traits (1982, p36)
Personal
Quality

Essentialto all
non trivial
decisions

Scarceand
unequally
distributed

Self Knowledge

Y

Imagination

Y

PracticalKnowledge

Y

AnalyticalAbility

Y

Search skill for Ideas

Y

Foresight

Y

Y

ComputationalSkills

Y

Y

CommunicationSkills

Y

Difficultto
screenfor

Capableof
enhancement

Essential,
scarceand
difficultto
screenfor

Scarce, difficult
to screen for
and can be
developed

Y
Y

Y

Y
Y

Y

Y
Y

Y

Y

Y

Y

Y

Y
Y

DelegationSkills

Y

Y

Y

Organisational Skills

Y

Y

Y

Y

The implicationof the aboveskill/qualitymatrixis that the entrepreneurneedsto be a generalistrather
than a specialist.Casson(1982)states that the qualitiescannotall be acquiredor developed.Some
skills,namely imaginationand to a great extent,foresightare innate.Other qualities,such as
computationaland analyticalskills,can be developedvia education,trainingand experience.The traits
definingthe entrepreneurto date promotethe constructthat the entrepreneurrepresentsa select
group of individualswho create or exploitopportunities.In contrast, Druckerdid not believethat

entrepreneuralism was restricted to one group of individuals. He identified that individuals were not
born with a specific set of characteristics, but that these were developed.

Drucker's (1985, p19) work effectively proposed that Say had defined entrepreneurial activity, not the
entrepreneur. Since Say's introduction of the phrase entrepreneur, Drucker argued that the
entrepreneur (the person) and entrepreneurship (the action) were regularly confused. New business
start-ups are not entrepreneurial per se, especially if they are an effective mainstream replication of a
tried and tested idea, e.g. the opening of new McDonalds franchise restaurants by a new
businessman. The entrepreneurial event was McDonalds' positioning of the firm in the market place
and using franchising as the business model to expand globally. This Drucker would define as being
entrepreneurial. The new franchisee may display the social traits of being an entrepreneur, but he is
not acting as a Schumpeterian entrepreneur by opening a McDonalds restaurant as he is not an
innovator who identifies new combinations etc and exploits their potential before others do. Drucker
argues that an entrepreneurial ethos can be developed within a firm or organisation that promotes
entrepreneurs to work. Applying entrepreneurs to a firm will not automatically result in an
entrepreneurial firm.

Top managementpeoplein mostorganisations,irrespectiveof firm size or whetherthey are in the
privateor publicsector,typicallyhave developedtheir skills in one functionor area, Drucker(1985,
p35).This area is the one that theyfeel at home in and this creates orthodoxbehaviourand opinion
that influencestheir way of thinking.To work outsidethis 'naturalfield' can create problems,as
disciplinesoutsidethe professional'snaturalfield of work can be perceivedas an alien conceptthat is
at times a very disconcertingexperience.Hambrick's(1995,p112-114)study of chief executivesand
the problemsthey face with their top leadershipteams identifiedfive reoccurringperformanceissues:
.

inadequatecapabilitiesof an individualexecutive,

.

commonteam-wideshortcomings,

.

harmfulrivalries,

.

groupthink,whereeveryoneacts and consequentlyoperatesin too harmoniousa
mannerand hence stiflinginnovation,

0

fragmentation,the oppositeof groupthink.
41

Hambrick identified fragmentation as an under researched area due to its enigmatic nature and this
concept has great relevance to English FE colleges. The incorporation of colleges in 1992 completely
changed the raison d'8tre of educational management in what had been for most colleges, a relatively
stable political working environment. Hambrick (1992, p117) argues that fragmented teams are not
designed that way, but evolve due to subtle degradation of performance and identified a number of
themes of such deterioration in performance:
1. The larger the firm, the greater the physical distance between team members, the larger
the manager's own sub units and hence the more time they will devote to managing the
internal affairs of their caseloads. Typically most Senior Management Teams (SMT) in FE
have become smaller over the last ten years.
2.

Product diversity matters, the more diverse, the less interdependence between managers
due to role diversity. Monotechnic colleges such as sixth form and agricultural colleges
with a single emphasis will present less diversification than a large general FE college that
seeks to serve a very broad and diverse client group. In addition, complex firms have
typically this places less reliance upon
more complex performance targets to achieve and
co-workers to assist in their achievement, Pitts (1980).

3. Firms that competeprimarilyon low costs, deliveryof tried and tested productswith an
emphasison efficiencyhavefewer interactionsamongstseniorstaff as opposedto those
that competein product-marketinnovation,with frequentadjustmentsto the
product/servicemix. In the efficiencydrivenfirm, businessunits are buffetedfrom
instability,Miles and Snow (1978).
4. Long tenuredteamsdevelop homogenousmindsetsand in turn tend to undertakelittle
strategicchange,Weirsemaand Bantel(1992).
5. Long tenuredteamsexpect and are given moreautonomy,especiallylate in the tenure of
a chief executive'sterm of office.
Hambrick(1995, p119) concludedthat cohesionIn top teamscan give way to parochialism,unity gives
way to fiefdoms and Interdependentaction givesway to parallel and piecemealaction. The competitive
market pressurescan be so great in the modernFE environment,that SMT memberscannotbe
allowedto do their own thing.Thereforeinspirationalleadershipfrom both individualsand the team
they form is requiredto avoidthe problemsof fragmentation.
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Challenging traditional management practices develops the entrepreneurial ethos of the individual,
Drucker (1985, pp30-32). The successful entrepreneur, irrespective of the personal motivators, seeks
to create value and make a contribution to their firm. Systematic innovation is in Drucker's view a
purposeful and deliberately organised search for change and its exploitation. Drucker offers seven
sources of innovative opportunities:

"

the unexpectedevent,failureor success,

"

the incongruity between reality and the working assumption,

"

innovation based on process need,

"

changes in the market/industry structures that catch all parties unaware,

"

changes in demographics of the market,

changesin perception,mood and meaningof the market,and
new knowledgeand inventions.
In conclusion,Drucker(1985,p129) surmisesthat entrepreneurialmanagementis differentfrom
administrativemanagement,requiringsystematic,organisedand purposefulbehaviour.A business
that wants to succeedwill haveto buildentrepreneurialmanagementinto its own systems(1985,
p161).The constructappliesto all parts of the market.

2.2.9 Conclusions of the literature review of the entrepreneur
The literaturehas identifiedtwo maintypes or levelsof entrepreneurship,namelyhigh-level
entrepreneurshipthat involvesintegratedsystem-wideco-ordinationand low-levelentrepreneurship
that is concernedwith more partialand limitedforms of co-ordination.Schumpeter,Drucker and
Casson are proponentsof the former type,with an emphasison the entrepreneur'srole with the
system-widemacrooperationof the market.This contrastswith Kirznerand Knight'semphasison
small changesto the systemby firms operatingin a free marketeconomy.Casson (1990,p90)
observesthat both levels of entrepreneurshipare crucial.
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Whereas the early literature focused on the individual, small firm entrepreneur, theory has evolved to
place an emphasis on the importance of the entrepreneurial team within larger organisations. This
evolution in the literature is important as the industrialisation and the current trend of glob alisation has
seen the creation of larger trading firms and the emergence of significant public service organisations
that spend a significant proportion of the worlds' GDP. The division of the work force into specialised
teams is common to public and private firms. The literature shows that management hierarchies are
generated, with entrepreneurial activity being concentrated at the top in the low-regulated, nonbureaucratically focused environment, whereas entrepreneurial individuals are diffused or absent in
the more highly regulated and bureaucratic environment.

The social science literature demonstrates that individuals are highly influenced by their social and
operational environment. Modern society is more structured and organised but the key role of the
entrepreneur in terms of being the identifier of innovation has not lost its relevance. It has simply been
updated for today's operational context, namely regulated markets, large firms, teams, public sector
firms and legal contracts that regulate the conduct of individuals and organisations.

The above literatureis set againsta backdropof relativelyfree markets,with the entrepreneurworking
in the privatesectorfor privategain or profit. The transferabilityof this literatureto individualsworking
in the public(governmentco-ordinated)sector needsto be exploredfurther, as the mostobvious
incentive,monopolisticprofit is not a key motivator,or indeeda possibilityfor manyindividualsworking
in the publicsector.Maslow has providedan explanationfor why peoplework for other motivesthan
profit and Cassonforwardedthe concept of personalstatus (1995, p231),but it is Drucker'swork that
providesa gatewayfor the applicationof entrepreneurialtheoryto managersin the publicsector.The
next sectionreviewsthe historicalrole of the civil servantwithin the further educationservice,prior to
consideringthe applicationof Drucker'swork to the publicsectormanager.

2.3 The entrepreneur and the education civil servant
The Collinsdictionary(1985, p279)definesa civil servantas a memberof the servicethat is
responsiblefor the administrationof government.Membersof the servicetypicallyhave no political
allegianceand are generallyunaffectedby a changein (political)government.Governmentis further
definedto includethe provisionof publicgoodssuch as education.Until the conservativegovernments
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came into power in the OECD nations during the 1980s and the subsequent privatisation of larger
portions of the public services, few commentators would have argued that managers of the civil
service were expected to operate in an entrepreneurial manner. The management of state funded
education is an extension of the civil service being organised by professional managers on behalf of
the state as directed by politicians. It is within this context that the application of entrepreneurship to
the public service of further education is explored.

2.3.1 The civil servant and educational management to 1992
The organisation and management of the English further education system stems from the Education
Act of 1944 and lasted until the Education Reform Act 1988 and the subsequent Further and Higher
Education Act 1992, which together completely revolutionised the organisation of the service. The
historical context of the 1944 Act is important as it created the key governance and management
paradigm upon which the service was built and organised for nearly 45 years.

The 1944 EducationAct createdthe need for consensusbetweenthe Secretaryof Statefor Education,
who financedthe majorityof the sector,and the Local EducationAuthorities(LEA)who were
responsiblefor policyimplementation.The LEAwas part of the elected local governmentand as such,
The key political
semi-autonomousfrom the Secretaryof Statein the implementationof detailedpolicy.
governanceparadigmwas articulatedby Raison(1976, p8) as follows:
"The educationservice is run as a partnershipbetweenthe Secretaryof Stateand the
local authorityis a truism: as everybodyknows,it is meantto be a nationalservice,
locally administered."
The policy approachwas perceivedas being'clientfocused',with the learner'sexperiencebeing
central in all decisions,with the considerationof the cost per learnerof the servicebeingof low priority.
In additionto these two politicalparticipants,the teachingprofessionrepresentedthe third dimension.
The teachingprofessionimplementedthe educationalsystemand was typicallyrepresentedby strong
staff unions and professionalassociations.Policymakingwas a functionof the interactionsof these
three interestgroups.The aim of the tripartitearrangementwas to promotea consensusamongstthe
teaching professionals,the LEAand the centralpoliticalestablishment.The Secretaryof Statefor
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Education was the guardian of the system, establishing what was to be taught and to what standard. In
turn, the Secretary of State left the implementation and the administration of policy to the local
democratic government framework supported by the informed advice from the teachers, typically via
their unions. This arrangement became known as the triangle of tension, as each partner held different
views of why and how the service should be operated, Ball (1990, p3).

Since the 1944 Act, the teachers and their unions systematically extended their political role and
influence on the management of colleges. This influence reached such a level that Shirley Williams as
Labour Secretary of State in the mid 1970s stated that the central state did not really have control, but
indirect influence over the orientation of the service (Ball, 1990, p105). The education service became
synonymous with restrictive employment contracts, long holidays, low productivity levels and extra
contractual payments or allowances for additional duties. The need of the employee was perceived as
being put before the need of the consumer with budgets were being used to cross- subsidise wages,
irrespective of market needs. The tensions between the three groups were replicated at the centre,
within the Department of Education (DES later to become the DfEE). The conflicting views were
between the politicians, the central professional civil service and the important HM Inspectorate of
Education (HMI), the senior representatives of the education profession. Over the years, these
differences in approach become more acute so that by the 1970s there was a breakdown in the
consensus of how the service should operate. The conflicting views within the central Department for
Education by the 1980's were represented as follows:

Table 2.5: Department of Education ideologies, beliefs and values in Further Education, (Ball,
1990 p5)
Educational Ideology of
Central power group
Politicians
(Secretaryof State)
Central PolicyAdvisers
(Civil Service)

Beliefs

Values

Tastes

Marketfocus

Freedomof choice

Independent
schools

Goodadministrative Efficiency
maintenanceand

Central controlvia
exams and tests

systems
Professionals
(HMI)

Professionalism,
experienceand
practice

Quality

Impressionistic
evaluation

The conflict betweenthe groups was centredon the Secretaryof State's decreasingabilityto makethe
centre'spoliceswork at the local level. Cantoret al (1995, p21) noted that the new Conservative
Governmentof 1979 believedthat the use of the LEAto run the FE sectoron behalfof the state

resulted in the development of a framework that was rigid and unresponsive to change. The LEA
created local market inequalities based on political needs, rather than economic or resource needs.
The conservative reformers argued that the 1944 Act's consensus paradigm had resulted in education
being entrusted to 'amateurs' in local areas, elected by party allegiance (Lawrence 1972, p162). The
original system proposed by the 1944 Act was based on three distinct parties, whereas over time, the
Centre perceived that the LEA and teachers had resolved their operational differences to the extent
that they were politically united on most issues. As a result, teachers' unions had increasing influence
over the management and organisation of colleges via the LEA. By the 1970's, the balance of power
had shifted away from the Centre to the LEAs and the staff unions, (Ranson, 1985, p110). Cantor
(1986, p40) commented that the voluntarism of the educational professional had not developed a post16 educational system that matched OECD contemporaries. This created a crisis of confidence in the
Centre's judgement of the teaching professions and LEAs that became known as the critique of the
educational 'secret garden'. Ironically James Callaghan, Prime Minster of the Labour Government
started this process of destabilising the power base of the teachers in 1976 with the 'Ruskin College'
speech. It was his successor, the Conservative Margaret Thatcher, who was to capitalise upon it.

The state's desirefor changecould not be effectedunderthe 1944Act's managementparadigm.
Therebythe new Conservativeadministrationsoughtto systematicallyre-engineerthe education
service by removingthe LEAs from controlof post-16educationand marginalisingthe professional
powerand influenceof the teachers.The 1988 and 1992 EducationActs were basedon two tenetsof
faith:
1. There was a commitmentto free market ideologyto raise standardsthat werejudged to
be too low. This would be achievedby placinga greateremphasison enterpriseand
competitivenesson the part of individualinstitutions.
2. Many LEAs(and in some politiciansview, the majority)were politicallymisguidedand
ideologicallyunsound.Such organisationswere viewedas an activebureaucratic
hindranceto raisingstandardsin the FE sector.
The changesproposeddealt with the fundamentalblock that centralGovernmentperceivedexisted,
namely that the professionals(local Governmentofficers and somesenior staff in Colleges)were no
longer disinterestedpromotersof the public'sinterest,but were self-servingstatusgroups (Loughlin,
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1996). One of the key implications of the changes was the fundamental transformation of the operating
environment for the senior managers that operated in the colleges and the challenge to the historical
power dominance of the teaching staff trade unions

The radical restructuring of the management of the service was planned to result in the transformation
of managers into enablers and supporters, rather than supervisors and message carriers (Flynn 1992).
Free of their interventionist LEA and devoid of strong policy management from the centre, college
managers were able to operate in a different way for the first time since the 1944 Act. The aspiration of
the central state was that entrepreneurial endeavour would now enter the FE education service which
was perceived as stale, bureaucratic and self-serving. This started with the Local Management of
Colleges (LMC) in 1988 and was followed by the incorporation of colleges in 1992. The first step was
to change the staff union's right to central pay bargaining. In the period 1993 onwards, there were no
nationally enforceable pay deals, merely non-binding recommendations by the College Employers
Forum (CEF). The fragmentation of national pay bargaining allowed college managers to drive through
change in response to policy steers provided by the state via the FEFC's funding formulae. The power
of the trade unions was changed from being gatekeepers of change to moderators of change. Unions
still retain power in the late 1990's as witnessed by the case study work of this thesis, but that power
was now expressed as a brake to change rather than a block as experienced in the late 1970s and
1980s. One of the most radical changes has been the introduction of instructing delivery staff, who are
paid at a lower salary and work more student contact hours than a traditional lecturer. This deskilling of
some of the roles of the academicivocational lecturer would have been unthought of in the heady days
of the trade union power in the 1970s, (Flynn, 1992).

2.3.2 The application of the entrepreneurial construct to the public sector
Say's work, writtenat the time of the First Empirein France,was concernedwith the economicsphere
of workingas representedby the privatesector and merchantclasses.Indeed the publicsectoras
typifiedby the developmentof the WelfareStatewas some 100 years away. Drucker(1985, p24)
commentedthat Say's conceptof economicsphere of workingcould be appliedto publicgoods,such
as education,as the resourcesappliedto generatethe outputsare economic.The publiceducation
business,like its privateenterprisepeers, co-ordinateslabour,assets, informationand financialcapital
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to generate the product that is its output. The definition of output is problematic and as such, placing
the workings of the public sector entrepreneur in the context of neo-classical market operation theory
is difficult due to the absence of profit as a driver of entrepreneuralism. None the less, Drucker argues
that the (public sector) education entrepreneur does very much the same thing as their private firm
peers. UK research in the private sector has demonstrated that innovative organisations financially
outperform their non-innovative counterparts (Geroski and Machin, 1994). Their work emphasised the
significant financial benefits that occur long term with innovative processes compared to short-term
gains derived from innovative products. Their work concluded that the long-term benefits were derived
from the organisation of the company's research, its integration into the service delivery chain and the
necessary flexibility and adaptability to the needs of the market. Their work supported the market
orientation construct from the innovative and entrepreneurial research aspect of their work. The
recurring dilemma for the public sector manager is defining their overriding commercial objective when
delivering the service, as the private sector construct of maximising profit/utility is not readily
applicable.

Sir Ron Dearing(1986, p3) as chairmanof the publicsectorowned UK Post Officeduringthe 1980s
counselledthe stateto providea clear and stable perceptionof the role of the publiccorporation.The
corporation'smanagementwouldconvertthis state-definedframeworkintoconsistentand
communicablepolicies.In the absenceof clarityof purpose,managerswill havea dysfunctionalview
of the politicalobjectivesof Ministersand this will be convertedinto poor managerialfocus for the
corporation.This poorfocus will result in the stiflingof innovation.In supportof Drucker'sargument
that large and publicsectorfirms can be innovative,Dearingdemonstratesfrom experiencethat the
publicsectorcan be innovative,creativeand consistentwhen given a clear operationalframework
(1986, p13). Dearingconcludesthe key complicationfor the publicsectorfirm is the involvementof the
state. The state is a fundamentallymore complexand at times paradoxicalstakeholderthan the
privatesectorshareholder.The state is shareholder,performanceregulator,banker-cum-investment
controllerand the minderof the nation'sbest interests(1986, p10-11).The (pure) applicationof the
private sectormodelto publicservicesis, In the view of Dearing,näive and unrealistic.Howeverhe
argues that the traditionalrestraintof the publicsector modelof management,controland leadership
must be addressedIf performanceis to be maximisedand costs minimised.
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The role of the public sector firm has been radically redefined in the 1980s. The systematic
privatisation of what had been perceived as public industries and services has been a global activity
and has now been progressed to such an extent, that the nationalisation of the 1950s and 1960s can
not be repeated. The rapid changes in today's society require all organisations to respond rapidly and
therefore all firms need to be entrepreneurial and innovative. Public sector firms have historically been
perceived as self-perpetuating omnipresent bodies that have a function irrespective of their leadership
and/or clients. Today's view is that even moribund institutions are composed of teams and few teams
can ignore the speed and scope of systematic change within society. Neave (1988, p7) commented
that policy that was created as a short-term response to fiscal problems at the start of the 1980s, has
now assumed a long-term strategic thrust. Reform and privatisation of the public sector has been a
global experience and has left no aspect of the public service unaffected. This change has been
accompanied by the rise of the Evaluation State, whereby the state has withdrawn from the murky
plain of detail, with the centre identifying the system goals and quality outputs that it requires. In turn,
using the policy levers of political control and funding, the periphery is required to operationalise and
implements the centre's framework (Neave 1988, p11-12). In the further education service, Kedney
and Jeans (1993, p345) commented that after two decades (the 1970s and 1980s), little progress or
between the funding mechanisms used by the central
radical change has occurred in the relationship
government and the further education service's responsiveness to the state's policy steers. They
concluded that competition could be a powerful force particularly in the short term in such a loosely
linked service as that of English further education. The radical reform of 1992 brought competition,
employment contract reform and the development of systematic service quality into the operating
environment in a consistent and permanent manner on a national level.

The logical extensionof the rise of the EvaluationState is a clearerexpectationof the role of the public
sectorfirm in terms of its outputsand the removalof the detailed interferencefrom the centre in the
operationalmeetingof targets by individualorganisations.

2.3.3 Entrepreneurial barriers for the public sector manager
A fundamentalproblemfor educationmanagershas been agreeingwhat their commonexpected
objectivesand outputsare. Lamb (1987) in a seminalarticle, identifiedthat publicsector bodieshad
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confused objectives, vis-ä-vis their private sector peers. Public firms typically had a plethora of goals
and a range of constituents including users, funders, politicians, public officials and the managers
within the public firms themselves defined these objectives. College management had, until 1992,
been pulled between their students, the LEA and the expectations of the centre (DES). When
combined with the teacher's aspiration of a self-regulating and self-managing professionalism, as
opposed to directed service orientation, the managerial focus of most colleges has been confused
(Levacic et al 1989, p160). The role of academic professionals, aided by their strong trade unions,
came into conflict in the late 1980s with the increasing empowerment of college managers under LMC.
This reached a crescendo upon incorporation in 1992, when the mediation role of the LEA between
the management and those being managed was removed (Bush 1995, p13).

Hugheset al (1985, p275 and p282)had identifiedthat all teachershave managerialas well as
academicresponsibilities.Those teachersthat acknowledgedtheir enhancedrole vis-ä-vistheir
historicalrole modelwere identifiedas'extended professionals'.Those that did not, or could not
acknowledgethis responsibility,were said to be acting in a 'restrictedprofessional'manner.This
division intotwo groups was similarto the early classificationsidentifiedby Say and Knightfor
entrepreneurs.The abilityfor collegemanagersto directlynegotiatereformto the employmentcontract
changedthe balanceof powerin the majorityof colleges, in favour of the entrepreneurialelements,at
the expense of the conservativestatus quo. However,it should be notedthat the majorityof college
managementwas drawnfrom the verygroup of peoplethat they were now seekingto reform.

Druckerexploredthe forcesthat impededentrepreneurshipand innovationin publicservice
institutions,believingthat these factors are inherent,integraland inseparablefrom the service(1985,
p163). In this context, the term `firm'is synonymouswith the college'scontrollingmanagers.Drucker
contendsthat the historicalactivity of publicservicefirms is the creationof empiresthat want to do
moreof the samewith the minimallevel of accountabilityand directionfrom the centre.These empires
are very resistantat abandoninganythingthey are currentlydoingand are typicallyled by managers
promotedfrom the core serviceprofession,i.e. teachersfor FE colleges.Drucker identifiedthree main
reasonswhy the existingpublicfirm presentsa larger obstacleto innovationthan its privatepeer.

51

1. The public firm is based on a historically derived budget that is not necessarily paid for
from results. The greater the volume of work, the larger the firm's budget and the larger its
influence within its environment. The larger the firm, the more politically important it is to
the politician. Managers in the firm resist hiving off activity as this diminishes its budget
and thereby hence its importance and resulting influence.
2. The public firm services a plethora of consumers, many of whom do not directly pay for
the firm's services. These consumers are stakeholders and are reluctant to lose their
share of the public firm's services and will seek to exercise their veto in whatever form
they can. New initiatives are difficult to adopt, as the current consumers must not be
alienated or perceive that their stake is being deprioritised. As the firm's funds are not
directly related to the provision of the service, the consumer groups argue that they pay for
the service via their general tax receipts and hence are losing out if their service is
diminished or eliminated.
3. The public firm is established to 'do good' and fill a gap that is not met by the private,
commercial sector. The managers and staff of the firm perceive themselves as part of a
moral absolute that is providing a service that can not be measured in economic terms
alone. Such argument introduces abstract measures such as quality of service, that are
hard to quantitatively evaluate or challenge.

Drucker(1985, p165)commentsthat publicfirms as representedby their management,are out to
maximise,ratherthan optimisetheir use of resources.With the abstractdefinitionof objectivesfor the
service,the maximisationof the businessgoals by the managersare harderto achieve.Indeedit can
be paradoxicalbecauseas the closer the firm gets to maximisingthe goal, the unit costsrise and the
harderit becomesto reach that goal,as either the firm hasto securemorefunds or deprioritisesome
other activity,either of which are hard to achieve.Druckerfurthercontendsthat the publicsectorfirm
will not changeits methodof operation.It will striveeven harderto achievethe improbableand be
resistantto new ideas as it seeksto completeits current. Druckerobservesthat the inertiaof existing
enterprisesto pursueorthodoxbehaviourIs why innovationcomes from new venturesratherthan from
existingones.
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The historical organisational paradigm for the efficient delivery of public services has been the use of
bureaucracy (Lane 1987, p2), but the key critique of bureaucracies is their inability to respond to the
challenge to evolve quickly to the needs of their consumers in a dynamic and evolving market.
Bureaucracies are seen as organisations with an excessive adherence to rules and routines and tend
to lack the imagination to evolve and adapt to change. They are essentially conservative organisations
that when threatened, entrench and becomes less flexible (Inglis, 1993). In some respects this
operational paradigm is why the application of entrepreneurship to public service managers is
perceived as difficult or impractical, unless it is directly forced upon the firm by creating a crisis, such
as cutting their budget, or expanding their obligations without new resources as contended by
Habermas (1976). Just such a crisis occurred in FE in 1992 with college incorporation, accompanied
by a rapid expansion in student numbers and significant cuts in the unit of resource per student in the
period 1993 to 1997.

The use of privatesector style remunerationreward systemsis strikinglyabsentin furthereducation,
as the perceptionthat the use of taxpayers'moniesto fund extravagantrewardfor publicemployeesis
typicallyunacceptable.This limitationon publicfirms to developingprivatesectorremuneration
schemeswith suitablefinancialmotivesfor enhancedperformanceis inhibitedsubtlyvia peer pressure
from funding quangos.Paradoxically,the FEFC(2000, p6) statedthat collegemergeractivity in the FE
sectorwas hamperedby the lack of financial incentivesfor Principalsto pursue mergers.At the same
time, the FEFChas intervenedto reduce exit paymentsto Principalsfor thoseleavingthe sector.Part
of the reasonfor blockinghigh remunerationpackagesfor publicsectorworkers is the perceptionthat
the level of technicalcompetenceand risk requiredof the publicworkeris lower than that of their highrisk privatesector peer.The constructthat publicsectoris not complexhas been challengedby
numerousresearchersand the real comparatorhasdevelopedto embracethe conceptof relative
complexity.

Finkelsteinand Boyd (1998,pp181-183)contendthat oligopolisticand highlyregulated(privatesector)
Industriespresenta less challengingenvironmentfor CEOs and hence boardsshould not need to pay
as muchfor managerialdiscretionpowerswithintheir senior managers.Such Industriesare not
confinedto previouslynationalisedindustriesthat have now been deregulated.Finkelsteinand Boyd
(1998, p194)concludethat agencytheory indicatesthat boards monitorand disciplinethe CEOto
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ensure that the executive operates in the best interests of the organisation. However, this monitoring
tends to encounter problems when the CEO has high levels of discretionary powers. These include the
necessity to develop an evaluation framework to specify appropriate levels of behaviour and the ability
of the board to fully comprehend the range of options open to the organisation, without unduly
hampering the speed of decision making. Casson (1982 and 1991) explored the concept of
entrepreneurial profit and its adaptation to the public sector manager. He proposed that a successful
entrepreneurial leader act as an optimising agent. Such a role makes the individual the environmental
assessor and manipulator of incentives for the group of people that they lead. Like Cantillion and Say's
earlier classification of a specialist class of individuals, there are those that lead by spotting
opportunities and delivery of the mission and there are those who are led to deliver this vision or
entrepreneurial strategy. Casson's construct is based on the axiom that individuals have different
perspectives on 'guilt' or sensitivity to do something, e.g. not to let the students down etc. Casson
concludes that a leader that can persuade others to participate in the way that the firm requires,
together with being able to provide the rewards required by employees (e. g. pay awards, status,
promotion opportunities etc), should achieve a successful delivery of their entrepreneurial strategy.
Boyett (1997, p81) suggested that public sector leaders have self-selected to work in the public sector
and hence are more likely to have a higher level of personal sensitivity. In turn they will seek to
mitigate this form of motivational leverage by reducing their manipulation by entrepreneurial managers.

Economictheory assumesthat rationalactorsreach optimal decisionsby consideringfirms as
constraintswhich themselvesare the object of calculatingconsiderations(Vanberg1994).This
economicconstructassumesthat politicalinterferencein the form of operationalconstraintsare
minimised,whereasthe riseof the EvaluationState has seen an increasein the politicalcontroland
directionof the work of the public sectorfirm. Operatingwithinthe state environmentimposesa set of
politicallyorientatedinstitutionalrules upon collegemanagersand governors.Beckert(1999,p779)
observedthat under marketconditions,institutionalrules and strategicagency(the drivefor business
goals) are two co-ordinatedmechanismsthat destabiliseeach other. The violationof institutionalrules
may bring extra businessperformanceand Beckertobserves(p780)that rules often conflictand cause
problemsfor managers,especiallyin complexoperatingenvironments.DiMaggio(1988, p15)
developedthe constructof the institutionalentrepreneur,an individualwho organisesresourcesto
facilitatechange and socialisethe effectivenessof other managers,using the their interpretationof the
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institutionalrulesas the key managementparadigmof the firm. The differentiationbetweenmanagers
and entrepreneurs (leaders) in the firm was represented by Beckert (p788) as Figure 2.1.

55

Institutions
(Structures)
Creation of
Strategic
Opportunity

Creation of
Embeddedness

Managers

Entrepreneur

Necessity to create
stability

Destruction of
Institutions

Uncertainty
(Opportunity)

Figure 2.1: Entrepreneurs and Managers in the context of institutional rules (Beckert, 1988,
p788)

The use of detailedand complexinstitutionalrulesis typicalof the UK Further Educationenvironment
which has adopteda very convolutedfundingmodelfor measuringand resourcingstudentlearning
activity.Overtime, these rules becometoo difficultto use. In mostenvironments,the conflictsand
ambiguitieswithin institutionalrules is such that Swindler(1986)proposesthat this createsa notionof
cultureas a 'tool kit' from which actorsselectdifferentpiecesto assemblea courseof action.The
critiquesof the failed Halton(FEFC)and Bilston(NAO) Collegesfound that managershad developed
creative, and for those colleges,disastrousinterpretationsof the complexfundingmethodologyfaced
by collegesin the mid 1990s.

In conclusion,entrepreneurshiptheory promotesthe ability to work innovativelyand quickly,whereas
traditionalgovernanceparadigmsof the publicsectoremphasisethe needfor accountabilityand
consensus.This dichotomyof dominantparadigmpresentsoperationalproblemsfor managersand
their supervisingboardsof governors.

2.3.4 The application of entrepreneurship to further education
Researchersand centralgovernmentidentifiedthe Inertiaof publicfirms and their managementas a
seriousoperationalproblem.In the early 1980sthe relative ineffectivenessof the FE sectorto
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improving the quality of youth apprentices vis-ä-vis OECD contemporaries led to the removal of the
management of youth training monies from the LEAs to a new agency, the Manpower Services
Commission (MSC). The MSC represented the interest of the central state and deployed the resources
to Local Education Authorities for actions against an agreed three-year plan. The transfer of resources
was made by way of contract and was accounted for by way of a specific audit of inputs (resources)
and outputs (qualifications and volumes of training). The key difference between pre-and- post-MSC
intervention was the specific accounting for outputs on a significant central government allocation. The
MSC was operated nationally and was not judged to be a great success primarily due to its inability to
make material changes in the effectiveness of the training systems. However, this approach was
indifferent approach to the
perceived to have had a positive impact on the sector's normally
implementation of the central state's policy wishes. Sir Roy Harding (1985, p180) stated that the actual
bringing
plans themselves were not very important, but what was important was the work done in
many people together to agree the detailed actions that would be carried out at the local level with the
is
the local level to react quickly
agreement of the state. He went onto observe that there a need at
and positively to the evolving needs of the workforce and that the current operating structures are not
flexible enough. The state concluded that more fundamental change was required to affect the desired
level of responsiveness in colleges. The MSC experience was a key driver in the removal of LEAs
from operational control.

To break the cycle of mediocrity,Drucker(1985, p167-171)advocatesthe adoptionof the following
entrepreneurialpoliciesto break the constraintsof dogmaso as to promoteinnovationamongstthe
firm's entrepreneurialmanagers.
1. Clear definitionof missionexpressedin clear and conciselanguage,supportedby
qualitativeand quantitativemeasures,is required.
2. The firm should supportgoalsthat are expressedas outcomes,not programmesof
activity. Once the volumesof outcomeshave been achieved,the firm will knowthat it has
been successful.Programmeswithoutoutcomeswill resultin the never-endingquest for
total achievementof somethingthat cannotbe achieved.The programmesare meansto
an end, not an end within themselves.
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3. Failure to achieve objectives should be considered a market signal that the objective or
the method of achieving the goal is wrong. It is not rational to consider that failure is a
signal to try again and again.
4.

Change needs to be viewed as an opportunity rather than a threat. Operational policies
and practices need to promote the continuous search for innovative opportunity.

Drucker argues that innovation is critical within public sector bodies, as they are too important to be
ignored, consuming substantive proportions of the GDP and employing large numbers of people.
Whereas Casson is a strong advocate for the privatisation of state services (1995, p206), on the basis
that state-owned enterprises along with their professional regulators cannot be trusted to operate in
the public interest, Drucker believes that a substantive proportion of public goods will continue to
remain provided by public firms (1985, p170). With the rapid change in society public sector firms will
have to learn to adapt to the social, economic, demographic and technological changes that will occur
in the first quarter of the twenty-first century. Firms that do not evolve their mission will be by passed
as ineffective and will ultimately fail. Failure will result in either the absorption or abolition of the firm.
To avoid this, public firms will have to adapt their missions, redefining their clients, services, pricing
structures and in some circumstances, abandoning parts of their current mission.

2.3.5 New managerialism in the public sector
A new form of publicsector managementstyle hasemerged in the UK, startingin the early 1980swith
the centralCivil Serviceand spreadingto embraceLocal Authorities,the BBC,the healthand
educationsectorsand even the armedand uniformedforces.Pollift(1990)and Flynn(1993, p167)put
forwardthat new managerialismcould be understoodas a packageof managementtechniquesthat
include:
"

assertionof managerialcontroland the managersright to manage.
creationof a disciplined,flexibleworkforce,usingflexible/individualisedcontracts,staff
appraisalsystemsand performancerelated pay.

9

strict financial managementand devolvedbudgetarycontrols.
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"

the efficient use of resources, with an emphasis on productivity, accountability
and
evaluation of use of those resources.

"

extensiveuse of quantitativeperformanceindicators.

"

the developmentof consumerismand the disciplineof the market.

"

the manifestation of consumer charters as mechanism and open accountability to the

public.
Typically new forms of independent public auditing or inspection accompanied new managerialism e.g.
Ofsted for schools. Metcalfe and Richards (1987) observed that the philosophy underpinning new
managerialism was that good management will deliver value for money public services. Value for
money is defined as the efficiency, economy and effectiveness of resource application. The corollary
from this philosophical standpoint argued by John Major (1989), who was later to become Prime
Minster in 1990-1997, was that prior to the reforms imposed by the Conservative government of 1979,
the public sector did not have good managers, but good administrators. The organisation of the public
sector as a whole, Major argued, was pernicious, making the public sector a preferential creditor of the
economy as a whole, irrespective of its' necessity or value for money. This philosophy was taken
further by the succeeding Labour government of 1997, which introduced the 'Best Value' management
process. State organisations were required to fundamentally challenge the need to provide the service
using evidence for their justification and then achieve value for money in procurement if the service
was required. This process was subject to external audit. The practice was extended to include
schools, but not directly to FE or HE institutions, as the concept was applied to the funding agencies
that funded the colleges and universities.

The fundingregimesimposedby the state in the 1990srequireda new breedof publicsectormanager
to deliverthe new modusoperandi.This new cohort of publicsectorleaderstend to view the provision
of publicgoodsas a tangibleserviceindustryratherthan the provisionof an abstract,morallybased
servicethat was not based on cost controland servicecompletion.In the higher educationsector,
Miller (1991)identifiedthat this was occurringand Parkerand Jarry (1995)argued that the servicewas
beingtransformedinto a neo-Fordistservice,movingawayfrom a specialisedservicewith strong
practitionerled professionalcontrol,towards a Fordist mass productionarrangementthey termedthe
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'McUniversity'. The paradigm underpinning this position is the uniqueness of the professional teacher's
ability to impart knowledge to the learner and the de-professionalisation of that learning methodology.

This paradigm of the uniqueness of the professional teacher's abilities has been challenged on the
basis that it is restrictive and outmoded. Furthermore, the localisation of learning strategies is an
anathema in the provision of nationally accredited learning. Information Communication Technologies
allow learning materials to be shared and accessed on a global basis. Derber (1983) commented in
the US, that the computer and its associated technologies could mechanise much of the professional's
work, leaving the innovative and unique work for the true specialist professional. Wilson (1991) writing
about the UK higher education sector, argues that the de-skilling of the learning process is a
reallocation of work loads between professional academics and other grades of staff for the more
routine, lower levels of tasks. In effect, the de-skilling or de-professionalisation process has seen the
removal of a pluralistic approach to staff contracts and the introduction of the flexible firm construct
that has a hierarchy of staff, remunerated at different pay rates. The process within higher education is
replicated within further education. Attempts by professional associations and trade unions to halt the
changes have typically resulted in the political marginalisation of that body. Successive governments,
irrespective of political hue, have not restored the removal of trade unions' power by the Thatcher
government of 1979-1990.

The traditionalview that publicsectormanagementis about highlyethicalbehaviourand that private
sectorcommercialism,as representedby entrepreneurialbehaviourof the privatefirm, is not so
ethical,is no longera valid construct.Over the pastten years, largerprivatecorporationshavehad to
develop and adopt ethicalcodesof conductas typifiedby the Cadburyand Greenburygovernance
reports (Valiance1999, p202). In comparingthe NHS experienceof ethicalapproachesto customers
with that of privatecompanies,Valiancecommentsthat publicsector agenciescan learn from their
private peers.Valiance(1999, p203)observesthat the privatesectorhas the ability to operationalise
their valuesand link them directlyto the service,supportedby a customercare and orientationethic.
Valianceobservesthat in the NHSthere Is still a preoccupationwith the custom of servicedelivery
dominatedless by a commitmentto patientsrights and choices,than by an assumptionthat
consumerswill acceptwhat they are given by the professionals.This constructis applicableto the
work of the educationservice.Valianceconcludes(p206)that althoughthe (NHS)service Is a not for
60

profit business, it does not absolve managers from the responsibility to be explicit about where they
are heading and how they intend to get there.

2.4 Entrepreneuralism,

innovation and market orientation

The literature review has followed the theory development of entrepreuralism from the classic model of
the `heroic individual' to the modern construct of the firm and entrepreneurial teams. Throughout, the
underpinning construct of entrepreneurship, namely the adoption of new combinations of resources in
the market place to meet emerging changes in new or existing markets, has not changed, (Lumpkin
and Dess 1996). With this core construct of entrepreneurship theory, market orientation in terms of
understanding and interpreting new markets is critical. Day (1994, p43) proposed that a market driven
culture supports the development of superior competitive advantage and requires organisational
learning. He also proposes that culture unifies organisational capabilities into a cohesive whole,
promoting sustainability and effective actions of the firm. Deshpande, Farley and Webster (1993, p34)
were one of the first researchers to relate market orientation to culture and organisational
innovativeness. Menon and Varadarajan (1992, p68) suggested that pro-innovation culture within a
firm, promoted information sharing and use. This is a critical precursor to entrepreneurial teams
working effectively, however innovation is not synomous with entrepreneuralism per se.

The underpinningconceptof innovationis broaderthan entrepreneuralism,in that the former
embracesthe implementationof new ideas,productsor processes(Thompson1965,p36). Hurley
(1994) illustratesthe point by commentingthat the introductionof Total QualityManagement(TQM)by
a large US corporationis not an entrepreneurialact, but it is an innovativestep in the creationof
superiorbusinessperformanceby the firm. In a similar manner,FE collegesadopt administrative
innovationon a regular basis.Thereforeit is importantto considerthe applicationof innovationwithin
the contextof entrepreneuralisticbehaviour,beforemovingonto marketorientationliterature.

2.4.1 Innovation and its relationship with entrepreneurship
The 1980switnessedsystematicorganisationalchange,embracingpublicand private sectoralike,in
responseto the dynamicchangein the natureof most markets.This processcontinuesas markets
carry on evolvingand adaptingto the changes impliedby globalisation,rising standardsof living(and
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hence consumers' expectations of public services) and structural changes promoted by the adoption of
the Information Society. By definition, all firms change either proactively by seeking out new changes,
or reactively by adopting changes before the firm fails. The changes referred to are typically the
application of innovation, which in FE has included the following since 1992:
0

new teaching staff contracts that allow flexible deployment to meet client needs as

opposedto teachers'needs.
"

new learning technologies, typically computer based.
introduction of new customer centred teaching techniques, involving more pedagogic
support for the learner.

0

superior customer service to appeal to new client groups and improve retention on
learning programmes.

new learningopportunitiesin differentenvironments,rather than at the traditionalFE
college,e.g. workplace,communitycentresand in the home.
To deliver thesechanges,the managementtools of TQM, BusinessProcessReengineeringand
Investorsin People,amongstothers, have been appliedto colleges.In manyrespectsthesechanges
are predominantlyinnovative,beingnew to EnglishFE, howeverthey also tend to be universalin their
adoption,being a responseto the centralstate's policysteersdeliveredvia the fundingformulathat
hasforced collegesto respondto the new environment.

The innovationliteraturedoes not supportthe constructthat learningorganisationsin themselvesare
simplyan antecedentto marketdriven innovation.Simplyby beingorientatedtowards your customers
could resultin the firm followinginnovativetrends. Zaltman,Duncanand Holbek(1973, p64) proposed
that there are two differentstages in innovation,namelyinitiationand the capacityto implement.They
concludedthat the critical stagewas the firm'sopennessto initiatinginnovation.Membersin the firm
determinethis willingnessto innovate.Developingthis work further, Hurleyand Hult (1998,p44)
developedthe constructsof innovativenessand capacityto innovate.They proposedantecedentsto
innovativeness,defined as the culturalnotionof opennessto new ideas. In this respectit is similarto
entrepreneuralism,where Casson(1992)proposedthat successfulentrepreneurialleadersoperateas
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an optimising agent. With the development of entrepreneurial team theory by Casson and Drucker,
Hurley and Hult's construct of capacity to innovate is valid. Firms in more turbulent environments tend
to be more innovative, risk-taking and proactive than those operating in more stable environments
(Naman and Slevin, 1993, p151). The construct of innovative capacity was first proposed by Burns and
Stalker (1961) and was defined as the ability to adopt or implement new ideas, processes or products
successfully. Cohen and Levinthal (1990) described this absorptive capacity as the inherent ability to
successfully implement innovative actions. Their work centred on the measurement of the number of
actions implemented and they linked it to the firm's culture. They concluded that the greater the
capacity to innovate, the greater the firm's ability to develop a competitive advantage and achieve
higher levels of business performance.

In conclusion, entrepreneurial leadership per se is not automatically critical to superior business
performance. However, it is the organisational learning and the development of a firm's capabilities to
respond to innovative actions that can lead to superior business performance. Within this respect, the
development of grounded theory of entrepreneurial teams becomes more important. Barringer and
Bluedorn (1999, p422) propose that the main notion that underpins corporate entrepreneurship is that
it is a behavioural phenomenon that all firms fall along. The continuum extends from highly
conservative to highly entrepreneurial. It is against this construct that entrepreneurial leadership will be
investigated in the English FE sector.

2.5 Implications and conclusions for further education college
managers
The rise of the EvaluationState hasfundamentallyaltered the loci of policycontrolfrom the localityof
deliveryto the centre as representedin figure 1.1. Jenkins (1995)argues that the removalof FE
collegesfrom the controlof the LEAwas not an evolutionin the systematicorganisationof further
education,but the centre's'compulsoryseizure'of controlfrom local government.The developmentof
regionalisationin Englandis operationallyfrom the educationperspective,an extensionof the central
state, as the regionalbodies are still reliantupon the centrefor policydirectionand funding.
Regionalisationwill not seethe re-emergenceof the local politicaloperationalframeworksthat existed
prior to 1992, as the creationof local Learningand Skills Councils(LSC) In 2001 as successorto the
FEFChas createda local servicecontrolledfrom the centre. The entire publicsectorhas been
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exposed to market forces and the historical paradigm of administration has been abandoned as it has
failed to deliver the necessary service levels expected by the state. This change in the organisation of
public services has been repeated in most OECD nations. Lazonick (1991) researched the
antecedents of successful innovation in America, Britain and Japan. He concluded that two key
features emerged, namely capital and research investment resources and the necessary managerial
ability to implement the resulting innovation. He concluded that investment alone does not guarantee
competitive advantage and innovation requires managerial process to develop, harness and exploit it.

The operating environment is changing for colleges as it is for society in general. Boyett (1987, p8890), in reviewing entrepreneurial behaviour in the public sector, concluded that the new ownership of
resources derived from budgetary empowerment to the organisation had resulted in greater degrees of
freedom for managers to work within. In turn, such managers are driven by enhanced levels of guilt
and self-satisfaction manipulated by the various stakeholders in their organisation. She concludes that
entrepreneurship occurs where there is an uncertain environment, devolution of power and the change
in resource ownership to the organisational level. The driven individuals are those that have a high
level of social self-satisfaction, ability to spot opportunities and, critically are able to follow through and
implement the entrepreneurial strategy. The implications for the college manager are clear. The
historical role of the administrative manager with limited appreciation for the commercial rational and
logic of decision-making is no longer acceptable to the central state. The importance of entrepreneurial
teams is critical, as the 'heroic leader' model of entrepreneurship will not work in the modern public
sector.

Publiceducationservicesexist becausethere is a needfor them, ratherthan becausethey are there.
The self-servingpublicserviceis no longertoleratedby the state,as it will not meet the needsof the
state.The state haschanged it focus from the 1944 paradigmof passivedirectionto a role that its
permanentsecretarydefined as challengingacceptedwisdom and seekingcontinuousways to
improveperformance,DfEE (2000,p153).Collegesmustfollowthe policyorientationof the state,
whilst adaptingits interpretationand applicationto their particularlocality.The transitionfrom the
industrialisedsociety to the knowledgebasedtechnologicalsociety hasfundamentalimplicationsfor
the organisationof collegesas they deliver their missions.Just as the bankingsector has had to
redefineits market,customersand products,further educationcollegeshave to do the same or they
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will find themselves out of touch with their customers and ultimately out of business. The role of
leadership is important, but the cultural and operational environment of the college is important.
Basset-Jones and Brewers 1998 study of 14 FE colleges led them to conclude that indifferent
management can be good enough to secure survival in some contexts, while even talented leadership

can fail to preventclosureor amalgamationin others.The nextchapterexploresthe marketorientation
literaturebefore reconcilingthe two bodies of literaturewith culturestudiesin chapter4.

3 Market orientation
3.1 Introduction
The objective of this chapter is to review the market orientation literature and its subsequent
application to the public sector. The chapter starts with the barriers to strategic thinking self-imposed
by managers in small and medium sized private sector firms, organisations that are very similar to FE
colleges in size. These self-limiting beliefs provide a framework for the analysis of the marketing
concept and its application to medium sized firms and FE colleges. The chapter proceeds by reviewing
the pillars of the marketing construct and the historical problem of converting the construct into
operational policy as identified by Day (1994, p49), prior to the development of the market orientation
construct. The chapter proceeds with a review of the two pre-eminent conceptualisations of the market
orientation construct and their subsequent general applicability to the public sector. The chapter goes
on to review the introduction of the market orientation construct to the education sector with a resume
of the history of its application to the end of the 1990s. The chapter proceeds to review the implications
of the construct to the FE college of the future and the resulting challenge to the historical
administrative paradigm. The literature demonstrates the need for effective leadership as part of the
process of adopting a positive market orientation. The chapter concludes that effective colleges are
likely to have strong market orientation within their management that in turn creates an organisational
responsiveness to consumer demand, thereby meeting government policy. The next chapter links the
entrepreneurial and market orientation literature together, before moving onto the development of
measures to support the testing of the hypothesis.

3.1.1 Managers and the adoption of the marketing concept
The exposureand applicationof the publicsectorto the rigours of the free market from the early 1980s
has been a global phenomenon.The privatisationof state industriesand organisationshas occurredin
mostnations, yet the provisionof certainservices,namelyPolice, Educationand Healthtendsto
remaina significantlystate organisedactivityeven in the UnitedStates.Thereforethe applicationof
the marketingorientationconstructto state organisedpublicservicesneedsto be consideredin
support.Porter(1980, p37) proposedthat firmsgeneratecompetitiveadvantagefrom either
emphasisinglow cost or productdifferentiationvis-ä-vistheir competitorsand Hall(1980, p78)
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commented that firms might combine these approaches in different combinations in response to
market needs. The formal strategic marketing plan is seen by many as a source of significant benefits
(McDonald 1989, p2), as it compels the firm to consider the issues required to meet market orientated
needs in the quest for superior competitive advantage. However, McDonald goes onto identify (1989,
p3) that few small and medium sized companies actually practice the theory of marketing. He
proposed that two key reasons for this were the over-reliance on simplistic financial indicators to
measure market share and the complex contextualisation of the process into the working operational
scenarios of the individual firm. Piercy and Giles (1989, p19) reinforced this view that senior staff in
smaller organisations tended to be very close to the business operations and therefore perceived the
traditional marketing process as a'gross and unnecessary simplification' of their environment and
plans. Smaller firm senior managers typically perceive the process of marketing as an iterative process
that is constantly revisited and refined, rather than being a fixed grand plan of what will be done.
Typically, the majority of English FE colleges are medium sized public sector enterprises, operating
from a start point in 1992 (incorporation) of working in relatively static and stable environments with an
emphasis on good administration rather than management and leadership.

Leadersin small and mediumsizedorganisations,irrespectiveof whetherthey are publicor private
sector firms,tend to be technicallymindedprocesspeople(Lancasterand Waddelow1998, p855).
The traditionalroute for promotionto principalin FE in the two decadesprior to incorporationwas from
the curriculumroute.This skill basedid not necessarilyinvolvestrategicmanagement,beingthe
prerogativeof the Local EducationAuthority.Bedeianand Zammuto(1991,p33) proposedthat senior
staff construct'enactedenvironments'that helpthe seniorleadersto makesense of their complex
environments.The less they are awareof the greateroperatingenvironment,the morethe manager
developstheir modelof the workingworld. In turn, the manageris not so willingto revise their
constructif it simply servesto challengeand destabilisetheir workingmodusoperandi.Handy(1991,
p22)observedthat in such scenarios,(senior)managerstend to pick similar,like-mindedindividuals
that reinforcedtheir constructs,ratherthan those that would challengethem. Senge(1990, p241)
commentedthat too many managersare caughtup with this perceptionof their own versionof reality,
a modusoperandicalled 'groupthink' by Hambrick(1995).
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Managers in small and medium sized firms therefore tend to be more comfortable with the act of doing
rather than the processes of planning. Scott (1992) contends that a market orientated firm is one that
considers itself to be an 'open system' where the emphasis is on the firm's interactions with the
environment. In contrast, an internally focused firm emphasises internal optimisation of resources
where management seeks to defend the firm from the environment. Johnson and Scholes (1993, p16)
identified that the lack of marketing and strategic orientation in senior managers in smaller firms was
not uncommon. Managers tend to prefer concentrating on manageable issues, typically operational
and tactical in nature. Strategic management requires managers to deal with complex issues that are
to
happen. They observed
often partly resolvable and imply significant organisational change make
(1993, p63) that typically the culture develops and creates dominant operational paradigms that inhibit
innovative and radical strategic thinking. Often, as proposed by Habermas (1976) it will take a
The rapid expansion of
significant crisis, often potentially fatal, before these paradigms are challenged.
FE in the 1990s, coupled with the removal of the LEA and dramatic reduction in operational unit costs
were just such crises. This crisis was restated in 1997 with the removal of 'unlimited growth funding'
and the introduction of cash-capped budgets.

3.2 Market orientation, comparative literature review
3.2.1 The marketing concept and the development of market orientation
The marketingconcept is essentiallya businessphilosophy,an idealor policy statement(Barksdale
that superiorskills
and Darden,1971, p29).Within the marketingprofession,it is a fundamentalbelief
that capturethe knowledgeof your customerswill generatesuperiorbusinessperformance.Day
(1971)found that this tenet of faith is abstractfor businessmanagerswho are tasked with developing
the desiredsuperiorskills,particularlyin smallerfirms. He concludedthat two key capabilitiesare
required:
.

the market sensingcapabilityto detect and anticipatethe needs of customers.

.

customerlinkingcapabilitythat includesthe skills,abilitiesand processesneedto achieve
collaborativecustomerrelationships,therebysating customerneeds.

Day was effectivelydescribingthe managerialapplicationof the market orientationconstruct.The
orientationconstruct is concernedwith the applicationof the marketingconceptinto practiceand is
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represented by the activities and behaviour of the organisation and its managers. Slater and Naiver
(1995) define effective organisations as those that successfully organise management practices that
promote the development of knowledge that in turn is focused into competitive advantage for the firm.
Market orientation needs to be linked to entrepreneuralism, namely the process of innovative
leadership and action as previously explored in the last chapter. This necessary process whereby
knowledge is converted into competitive advantage is the precursor to providing a platform for
business success. In their seminal article, Kotler and Levy (1969, p13) proposed that the marketing
philosophy could be extended to non-profit organisations, namely charities, and by extension, public
sector organisations. Many writers have subsequently advocated the need for non-profit organisations
to adopt the marketing concept. Kotler and Andreasen (1991) segregated those organisations that
accepted the philosophy of marketing as a guiding culture, from those that focused on the internal
needs of the organisation. The groups were identified as 'customer-centred' as opposed to
'organisation-centred'. The customer-centred approach proposed by Kotler and Andreasen is the
same as the paradigm of the marketing concept, alternatively known as market orientation.

As articulatedby Day and others, marketingis the theory of developingsuperiorbusinessperformance
by specificactions.Implicitwithin theseactionsis the developmentof sustainablecompetitive
advantage(Aaker 1989, p91).The firm creatingsuperiorvaluefor the customervis-ä-visthe firm's
competitorswill derive sustainablecompetitiveadvantage(SCA).Porter(1985, p15) advocatesthat a
market-orientatedbusinesscontinuouslyexaminesthe sourceof competitiveadvantageIn developing
and sustainingsuperiorvalue for its customers.Petersand Waterman(1982)supportthe construct
that market orientationis the collectionof values and culturethat createsthe necessarybehaviourto
generateSCA. In the highlyregulatedmarket,monopolisticproviderconditionsas historicallyenjoyed
by publicsector providersdiminishthe importanceof creatingSCA.The deregulationof the suppliers
market in Englishfurthereducationand the loweringof barriersto entry in the 1990$have promoted
the necessityof creatingSCA in colleges.However,a free market does not operate per se in post-16,
sub degreelevel education.Such educationprovisionis a publicgood and hence a free market
activity,namelythe entranceof new providersto meet customerdemand,does not automaticallyoccur
due to historicalregulationof the market place.However,the centralstate has steppedin to providea
marketsignal in the form of insistingthat qualitybe raised amongstcurrent serviceproviders.A failure
to raisestandardswill resultin the current serviceproviderbeing sanctionedin someform. These
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signals are driven from a teaching perspective that standards, a euphemism for product quality, should
increase. This policy lever is exercised in the form of performance target setting, the use of published
performance league tables and the linking of new funds to targets.

The marketingconcepthas been identifiedas having threecore themesor pillars(Kotler2000, p2023), namely:
"

customerfocus.

"

co-ordinatedmarketing.

"

profitability.

In the non-profit and public sectors, the definition of the concept of profitability is abstract, therefore an
alternative definition is required (Drucker 1989, p89). Typically this is articulated as the desire to
discharge their mission. Kotler and Andreasen (1991) redefined the non-profit sector definition of
profitability to embrace survival, generation of adequate revenues and operating reserves and to
achieving long-term organisational objectives. The key issue for non-profits is the effectiveness of
application of the marketing concept in terms of operational philosophy to the organisation. Kotler
(2000, p64) identified that successful firms know how to adapt to a continuously changing market
place. He defined the art of market orientated strategic planning as the managerial process of
developing and maintaining a viable fit between the organisation's objectives, skills and resources and
its changing market opportunities. This definition is applicable to either the public or not for profit sector
firm. Parasurman, Zeithmal and Berry's study (1985, p46) demonstrated that the frontline personnel of
a service industry firm are critical in the forming of a customer's perceived level of service quality. Kelly
(1992, p28) therefore proposes that it Is critical that frontline customer contact staff remain focused on
customers' needs. This customer orientation is more important in service firms than tangible goods
firms due to the formers intangibility, heterogeneity and inseparability of service (Kelly, 1992). This
market orientation is fundamentally important and the two dominant conceptualisations of the market
orientation construct and its subsequent application to the public sector are considered in detail.

70

3.2.2 The market orientation construct: Kohli and Jaworski
Kohli and Jaworski's seminal article (1990, p6) defined market orientation as:
"... the organisation wide generation of market intelligence pertaining to current and future
customer needs, dissemination of the intelligence across departments, and organisation wide
responsiveness to it"
The application of the marketing concept to a business will not automatically gene rate positive
business performance. It is the context in which the concept is applied that will determine whether the
marketing construct will have a positive effect on business performance (Kohli and Jaworski, 1990,
p1). Their seminal research challenged the orthodox view of exactly what is the marketing concept in
terms of its application to the firm. Barksdale and Darden (1971, p36) identified that the codification of
marketing theory into the three pillars was not proving that effective when it came to developing
implementation tools, which were resulting in poor applicability to the firm. They identified that the
major challenge was the need to operationalise the marketing construct in tangible forms. Kohli and
Jaworski's fieldwork supported this conclusion, and in terms of operational policies to implement the
marketing construct, the three pillars were a useful classification of actions and policies.

Customerfocus in marketingterms is the understandingof the needs,wants, preferencesand
expectationsof the customer.This understandinghas to be organisedand interpreted,as the raw
informationwill not providea soundfoundationfor policyactions.The interpretationprocess,knownas
marketintelligence,is broaderthan a simplelistingof customerpreferences.The marketintelligence
concept involvesknowledgeof the wider operatingenvironmentthat affectsthe needsand
preferencesof consumersand the future needsof customers.The former includescompetitoractions,
governmentregulations,researchand technologychangesand generalsociety attitudesto the firm's
proposedactions.The latter, includescurrent and potentialcustomersfor current and potential
productssold by the firm, not simplyan analysisof currentactivities.

Co-ordinatedmarketingis the conceptthat marketingis a wholefirm culturalissue and not just a job
descriptionfor the marketingdepartment.In commonwith the total quality
construct,marketingis the
responsibilityof all departmentsand functionsof the firm Oakland(1983, p5). This responsivenessand
participationrequiresco-ordinationto ensure that the actionsand messagesare consistentand
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promote the correct messages about the firm in response to the marketing intelligence gathered about
the firm and its customers. Kohli and Jaworski (1990, p3) contend that this relationship defines the
interpretation of co-ordination to be subject to the interpretation of market intelligence. This relationship
ensures that the firm co-ordinates the appropriate resources and responses to the need of the
customers, as opposed to pursuing it own perception of customer need.

Profitability (business performance) is typically perceived to be achieved as a result of market
orientation, rather than being part of the construct. Kohli and Jaworski observed that this finding was
consistent with some academic writings, namely Levitt (1969, p236). Using Drucker's and Kotler and
Andreasen's substitutes for profit, the Levitt critique is still pertinent. The Kohli and Jaworski construct
therefore focuses on the first two pillars of the marketing concept, namely customer focus and coordinated marketing.

Kohli and Jaworski proposed that a market orientation involved three key activities:
1. generation: functions that collated and interpreted market intelligence.
2. dissemination: processes whereby that information was shared across the organisation.
3. responsiveness: the teams and functions within the organisation that engage in activities,
which are aimed to meet the selected customer needs.
They also proposed that the system should be termed market rather than marketing orientation,
thereby implying a whole firm approach, rather than a specialist function that did marketing to the rest
of the firm. This cultural approach to the marketing construct directly implies the placing of the
customer and their markets at the centre of attention as advocated by Park and Zaltman (1987, p7).
Importantly, Kohli and Jaworski (1990, p6) contend that market orientation is a continuum of activity
rather than a simple 'yes' or'no' to doing it. The issue therefore is the degree to which a firm is market
orientated, that is generates, disseminates and responds to market intelligence about the firm's
customers and their markets.

Basedon the findingsfrom their fieldworkas guided by their literaturereview,Kohli and Jaworski
(1990,p7-15)proposeda conceptualframeworkthat expressedthe antecedentsand consequencesof
a market orientationas representedin figure 3.1.
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Figure 3.1: Antecedents and consequences of a market orientation: Kohli and Jaworski (1990)

The antecedentsare the organisationalfactorsthat influencethe implementationof the market
conceptwhereas the moderatorsare thosefactorsthat stem from operatingenvironmentand influence
the effectivenessof the firm's actionsand policies.The net effect of the firm's marketorientation,as
moderatedby the greateroperatingenvironmentthat the firm workswithin (i.e. industryand society
influences),hasconsequencesfor the firm, expressedas customerresponses,employeeresponses
and criticallybusinessperformance.The antecedentsare prerequisitesto the focus of a firm's market
orientation.Kohli and Jaworski(1990, p7-12)proposedthree hierarchicalcategories:
senior managementfactors.
Interdepartmentaldynamics.
Organisationalsystems.

The senior managementfactors reflectedthe criticalrole of the top managersand the chief executive
in establishinga culture.Withoutcommitmentfrom the top, the rest of the firm cannotbe expectedto
pursuea businessphilosophy.In this respect,the fundamentalnatureof this antecedentis echoed in
the adoptionof the Investorsin People'sdevelopmentframeworkand total quality managementas
advocatedby Oakland(1990).Managementliteratureand Kohli and Jaworski'sfieldwork provides
furtheranalysisof this criticalfactor to includethe followingfive points:
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1. Cognitive dissonance between senior management rhetoric and actions. In turn, middle
managers ambiguity over the firm's overall commitment to market orientation will affect the
firm's adoption of the construct.
2. Risk aversion of senior management and their propensity to support risk taking decisions by

their subordinates.
3. Upwardmobilityof seniorstaff and their level of formal educationwill directlyinfluencetheir
willingness to adopt the construct.

4. The moreinclinedthe seniormanageris to proposechange,the greaterthe marketorientation
of the firm.

5. The greaterthe (politicaland personal)abilityof the leaderof the marketingfunctionto win the
confidenceof seniornon-marketingmanagers,the lower the cognitivedissonancebetween
the various teamswithin the firm.
Collectively, these five points form the modus operandi of the senior management team's willingness
to adopt an entrepreneurial approach to managing the firm. The more conservative, risk adverse and
less mobile the managers, coupled with poor ability to communicate and inspire change amongst
middle managers, the less probable it will be that the firm adopts a positive market orientation.

The second cluster of antecedentscentresupon interdepartmentaldynamics.Earlierentrepreneurship
writers such as Say (1803),had dismissedteamsas falling withinthe definitionof entrepreneurial,as
he perceivedthat the entrepreneuralismconstructrequiredspeed and decisivenessin decisionmaking
and teams could not be guaranteedto providethis due to their Inherentinertia.As arguedby Drucker
(1985),large firms are entrepreneurialand the corollary is that they have had to overcomeinternal
inertiato achievethis. Casson(1990)and Binksand Vale (1990)have developedentrepreneurship
theoryto embraceteams. Interdepartmentalconflict has been identifiedas inhibitingthe development
of the marketingconcept(Levitt 1969).Kohli and Jaworski(1990)summarisethis antecedentinto
three points, namely:
1. The greaterthe inter-teamconflictswithin the firm, the lowerthe propensityto co-operateand
collectivelyadopt the market orientationconstruct.
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2. The greaterthe interdepartmental
connectedness,the greaterthe orientation.
3. The greater the concern for ideas of other departments (teams), the greater the orientation.
Casson (1991, p28) identifies that the level of trust within a firm between its teams, managers and
employees, sets the tone for the operational approach of the firm. The greater the trust, the superior
the business performance is likely to be.

The third cluster of antecedents relates to firm wide characteristics and is based on the themes of
organisational structures and the level of formal behaviour adopted by the firm. Levitt (1969) argues
that specialisation or departmentalism is a barrier to effective communication, thereby having an
adverse affect on the co-ordination of the firm's effectiveness within the second pillar of the marketing
concept. Zaltman, Duncan and Holbek (1973, p62) have reviewed the impact of organisational
structure upon innovative behaviour. They have identified two distinct phases. The initiation phase
involves the awareness raising and decision-making stage and the second, implementation phase
involves the carrying out of the decision. Their work draws upon other studies and proposes that
departmentalisation, formal structures and the level of centralisation may actually have different effects
on innovative behaviour. The more formal, structured and centralised the firm, the lower the promotion
of initiation actions; whereas due to this formalisation, structure and centralisation, the firm is more
disciplined to actually Implement what it decides to do. Kohli and Jaworski summarise this antecedent
into three points:

1. The greaterthe departmentalisation,
formalisationand centralisation,the lowerthe intelligence
generation,disseminationand responsedesign and, converselythe greaterthe responseto
implementation.
2. The greaterthe relianceon market-basedfactorsfor evaluatingand rewardingmanagers,the
greaterthe marketorientationof the firm.
3. The greaterthe acceptanceof politicalbehaviourin an organisation,the greaterthe
interdepartmentalconflict.
These externalfactorsare especiallyrelevantIn the publicsector due to the involvementof the
political processof servicedelivery.The traditionalgovernanceparadigmof administrationIn public

75

sector firms orientated organisational structures towards rational bureaucratic approaches to
management. Packwood and Turner (1990, p75) observed that newcomers feel that their work is
prescribed and they are not allowed to express themselves until they have proved themselves. March
and Olsen (1972) state that anarchic organisations such as further education colleges are typified by
three characteristics:

1. problematicpreferencesas to what the goals of the organisationare.
2. fluid membership of participants in terms of programme (academic subject and client)

orientation,managementand externalstakeholderinterestfrom the servicedcommunities.
3. unclear technology and teaching methodologies in terms of the teaching and learning process.
(It is only in the last decade that inspection has become a regular feature of UK education, but
even then, it is still evolving in terms of best practice and expectation of the teaching

professional).
In conclusion,externalinfluenceson internalstructuresand orientationare importantconsequencesof
market orientationand its resultantimpacton businessperformance.This conclusionis applicableto
publicsectorfirms as well as their privatepeers, upon which muchof this researchwas developed.

3.2.3 The market orientation construct: Naiver and Slater
Narverand Slater(1990, p21) providedthe first operationalmeasureof orientationwith an analysisof
its impacton a firm's profitability.Their constructwas centredon three behaviouralcomponents,
customerorientation,competitororientationand interfunctionalco-ordination,and two decisioncriteria,
long-termfocus and profitability.Their work was publishedshortlyafter Kohli and Jaworski(1990),but
essentiallyboth groups of researchwere internallyconsistent.Eachof the five componentsis
reviewedwithinthe context of furthereducation.

Customerorientationis a behaviouralcomponentas it centreson the firm's awarenessof customer
demands.Narverand Slater(1990, p21) definecustomerorientationas the ability to understand
customer'sexpectationsso as to create superior,continuousvalue. Value can be definedas either a
lower cost of ownershipvis-ä-visother sellers(i.e. lower price) or superiorbenefitsof ownership
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(superior product/service features). To do this, the firm must understand the political and economic
environment faced by the buyer. The buyer's preference of price versus features will change as a
result of their competitive environment, e. g. the introduction of a new product will see early adopters
paying premiums for features, whereas once the product is no longer innovative and becomes
mainstream, typically price will take over as the key purchasing rationale.

This awareness of the environment extends to include future product requirements. In further
education, customers have historically been poor at articulating their demand in terms of product
specification. Sixth form product tends to be dictated by the state and companies have sought
products that solve business problems, rather than qualifications per se. Over the last decade, the
definition of the product has evolved from a narrow definition of the qualification to embrace the whole
service. With the national setting of qualifications by examination bodies, colleges can no Ion ger offer
curriculum product differentiation. Therefore service delivery differentiation is important, which is
expressed in the form of place, timing, price and auxiliary support services, e.g. quality of guidance,
student support, physical environment, etc.

Competitororientationis the firm's awarenessof the short-termstrengthsand long-termcapabilitiesof
competitors,both currentand potential(Aaker 1988). Post incorporationin 1992,competitorswere
still other FE colleges,a looser systemof controlthan pre 1992, but still closedto new market
entrants.Davey(1980, p96) commentedthat real conditionsfor choiceare dependenton the
existenceof real alternativechoicesfor consumers,with the consumerbeingable to selectfrom
differentprovidersand their beingan absenceof artificialbarriersto trade. Daveyconcludedthat
withoutlegislation,it is very difficultfor a truly free marketto exist in the provisionof publicgoods.
Post-2001,the new LocalLearningSkills Councilsare tasked with stimulatingnew providersfrom both
the privateand publicsectors in each of their districts.The latter would be new sixth form colleges
establishedby the Local EducationAuthorities,somethingthey were prohibitedfrom doing underthe
1992 Act. In addition,the new learningtechnologiesoffered by ICT will see a change in emphasisfrom
the traditional'fixed building'approachto qualificationattainmentto 'at the work place'learningstyles,
bypassingthe traditionalbuildingorientatedFE college.Effectively,the continuedderegulationof the
FE marketwill allow new entrantsto join the marketas nicheoperatorswith potentiallysuperiorcost
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structures and better service levels than the traditional generalist FE college. Although there is not a
pure free market, it is significantly more fluid than the pre 1992 model.

Narver and Slater (1990, p22) define interfunctional co-ordination as the co-ordinated utilisation of the
firm's resources in creating and delivering superior competitive advantage. In common with Kohli and
Jaworski (1990) and Webster (1988), they contend that the delivery of Sustainable Competitive
Advantage (SCA) is a whole firm approach, not just the exclusive preserve of a few departments of the
firm. Wind and Robertson (1983, p23) argued that the multi-dimensional nature of creating superior
SCA requires the deliberate and systematic incorporation of other departments (other than marketing)
into the firm's business marketing strategy. This is an important point for public sector firms.
Historically the LEA, who would effectively control the flow of consumers to colleges, conducted the
management of demand. For tertiary colleges (those colleges set up as age 16-19 sixth form colleges
dependent upon age 11-15 feeder schools) there was no need to conduct marketing as the LEA
automatically provided trading volumes. As the historical demand management approach of public
goods disappears the historical organisational cultures that did not promote an inclusive marketing
business being automatically generated for
approach will no longer result in adequate volumes of
individual colleges. Colleges have to compete against other providers and promote themselves as
being holistically attractive to consumers. This is not the exclusive responsibility of the marketing
function of the college and Ruekert and Walker (1987, p17) found in the private sector that an inclusive
Anderson's
participative approach that is backed by rewards tends to produce superior performance.
(1982) work found that marketing functions must be extremely sensitive and responsive to the
inclusive market
perceptions and needs of other departments in the firm, if the firm is to achieve an
orientated approach. This is pertinent for colleges, as the historical emphasis for the majority of
colleges has been on the product (curriculum) and its organisation and application to learners. These
curriculum teams have not necessarily been required to perceive their work in terms of sustainable
competitive advantage and desirability vis-ä-vis competitors. The removal of artificial barriers of
competitiveness via college incorporation has resulted in numerous courses becoming uneconomic,
the victim of oversupply from alternative suppliers rather than poor product quality per se.

A long-termstrategicperspectiveis relevantto all firms, irrespectiveof whetherthey are publicor
privatesector based. In the longterm, all firms must make a profit or, for publicsectorfirms, meettheir
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fixed cost base of delivery. In a monopoly scenario, a firm can ignore competitive pressures and
simply charge consumers amounts sufficient to recover their costs. However, further education and
most of the public service sector in general, has had its monopolistic or oligopolistic barriers to
competition removed over the last two decades. Chapman and Cowdell (1998, p58) comment that
there is now a growing recognition amongst the managers of the public firm that the consumer, not the
supplier is at the centre of the economic universe and unless they do something about this, they will
not survive in the long-term. The second decision criterion, business profitability is drawn from the
same literature sources used by Kohli and Jaworski. In contrast, Narver and Slater (1990, p22)
develop this criterion further and separate profitability from the consequences of a market orientation.
For non-profit firms, they propose that profitability is synomous with survival, the ability to generate
adequate volumes of revenues in the long-term to cover the operating costs of the firm.

To generatesuperiorvalue for customers,Naiver and Slater(1990, p23) contendthat a firm must be
and interfunctionallyco-ordinated,with an equal emphasis
competitor-orientated
customer-orientated,
on each behaviouraldimension.Their modelis representedin figure 3.2 as follows:

Customer Orientation
Target
Market

Competitor
Orientation

Interfunctional
Co-ordination

Figure 3.2: Market Orientation after Narver and Slater (1990, p23)
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They identifiedfrom Sherer'swork (1980)that there are externalfactors that influencethe businesses'
profitability, namely:
1. Buyers power, the degree to which buyers can set prices or extract superior service/value
at the same price (negative).
2. Supplier power, the degree to which suppliers can set prices or set the product

specification(positive).
3. Seller concentration, the degree to which the top few suppliers dominate sales in the
market. Domination by a low number of suppliers is tantamount to monopolistic behaviour
and allows such firms to restrict competitive pressures in the market (positive).

4. Ease of accessfor new competitorswill influencethe pressureon currentsupplierto pay
attentionto customerneeds(negativeor positive).
5. Rate of marketgrowth is the rate at which the market is expandingand hencemore
attractiveto firms to join (negativeor positive).
6. Rate of technologicalchange,with an increasein technologicalchangeofferingmore
opportunitiesfor entrants.
7. Thefirm's size relative to largestcompetitor,the larger the differential,the harderit is to
compete.

8. Cost to enter the market,if the competitorshave low costs of productionand set up costs
are high,it may be too expensiveto enter the market.
Basedon the strategicbusinessunitsof a privateUSA corporation,they concludedthat the construct
had validity.Naiver and Slater's study (1990, p31-32)identifiedthat thosefirms with the lowest market
orientationhad the lowest customerretentionrates. An interestingfinding from their work is the greater
longevityof top managementteams in low performingfirms, coupledwith a poorerrankingon human
resourcemanagementorientation.In furthereducation,longevityof managementteamsis an
emergingissue,especiallywith the withdrawalof the financiallyassistedearly retirement(at age 50)
option by the DfEE In 1997.

so

In conclusion, the Narver and Slater work is important for further education as it demonstrates a clear
relationship between superior business performance and market orientation as defined by customer
orientation, supplier orientation and interfunctional co-ordination. A pertinent finding is the longevity of
senior management teams and adverse business performance. They observe that the key question is
how willing is the firm to move effectively and efficiently through the stages of culture change to the
higher profitability of a fully implemented market orientation.

3.2.4 Managerial implications of a market orientation
The adoption of the market orientation construct leads to a cohesive service focus, clear leadership,
and better co-ordination of selling activities, improved product reviewing and the promotion of product
differentiation. The work also supports Kotler's (2000) assertion that market orientation is likely to lead
to greater customer satisfaction and repeat business. Kohli and Jaworski concluded (1990, p15) that a
market orientation has a relationship on business performance in general. The market orientation
approach will require the commitment of resources and hence is not a 'free cost' activity. However,
they also identify that market orientation is useful where the benefits exceed the costs of
implementation. They identify that in conditions such as limited competition, stable market
preferences, technologically turbulent industries and booming economies, a market orientation may
not be strongly related to business performance, the cost of market orientation may not outweigh the
benefits that are derived from the approach.

As early as 1960, Levittargued againstthe productcentredview of the firm. He advocatedthat the
dominantparadigmshould be the marketingview that putscustomersatisfactionaheadof production.
This perspectivehas been dominantin marketingfor someforty years,and in the last ten years has
cometo the fore in publicservices,includingeducation.The promotionof the serviceelementof the
product,Doyle (1994)argues is now the most importantfactor in determiningthe long run market
share and profitabilityof the firm. With nationallyorganisedqualificationsfor furthereducation,local
competitiveadvantageat the college level by meansof productdifferentiationis limited.Quality,in
terms of customerperceptionof servicethereforecomes from the client-employeecontactexperience
vis-b-visother providers.HoweverGummesson(1998, p243)cautionsagainstexclusivelyfocusing
upon customersand competitors.He argues that Levitt'sinternalmarketingmyopiaof 1960 is being
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supplemented by a dominant focus on the external market, a second form of myopia. Foss (1997)
develops the implementation for managers identifying the importance of developing strategic
approaches that accommodate both the internal and external aspects of the market orientation. The
internal aspects include employees, whereas the external aspect relates to customers, stakeholder
and competitors. Lings (1999, p241) proposes that firms that accommodate both internal and external
aspects of market orientation on an equal footing will be more effective in formulating strategic
responses to market intelligence than firm that are predominantly externally focused.

The internal market construct is not the exclusive reserve of marketing literature, as it is also a key
emphasis of quality management literature (Oakland, 1990). In common with the quality management
literature, the marketing academics Reynoso and Mores (1996, p59), have identified six common
steps in internal marketing campaigns that are used as part of market orientation strategies, namely:

1. creationof internalawareness.
2. the identificationof internalcustomersand suppliers.
3. the identification of the expectations of the internal customers.

4. the communicationsof these expectationsso as to identifyissuesthat requireaddressing
in meeting these requirements.

5. the identificationof the work necessaryto makethe requiredchangesso as to be ableto
deliverthe level of servicerequired.
6. the measuresfor internalservicequality,with feedbackof serviceperformance.
The last point involvesthe use of performanceindicator(PI) methodologythat was comingto the fore
in furthereducationat the end of the 1990s.Burton (1994, p399)had identifiedthat collegeprincipals
had historicallypaid attentionto 'bumson seats', a euphemismfor recruitinglearnersto meet the
criticalcensusdates that determinedfunding.The educationaloutcomesof those learnerswere of
lowerimportancein terms of businessperformance.The use of other Pls has startedto focus college
principal'smindsonto a balancedscorecardof businessperformancemeasuredin terms of financial
performanceand qualitativeeffectivenessratios,e.g. achievements,progressionand retentionof
students.
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In conclusion, the reorganisation of the sector under the auspices of one integrated funding agency,
the Learning Skills Council (LSC) from April 2001 potentially removes the artificial barriers to supplier
participation in the market place for training and education. In further education, or the post-16 sector
as it has been relabelled, competition is increasing due to technological change and the use of
Information Technologies to delivery the product in the communication age of the early 2000's. Kohli
and Jaworski go on to argue that senior managers (as a generic group) must be convinced of the
value of market orientation and they in turn need to communicate this to their staff. This
communication must be more than rhetoric and needs to result in the development of an appropriate
culture of orientation. They further contend that an organisation must first perceive a gap between its
current and its preferred orientation (i.e. culture). Lings (1999, p258) proposed that managers must
balance internal needs with the external needs of market orientation. A failure to balance those needs
may result in decreasing quality to the external customer as employees, especially in service led
environments such as public services, become less motivated to provide a quality service to the
external customers, however defined.

3.2.5 Applying the market orientation construct to the public sector firm
Kotler (2000, p65) comments that (large) firms in either the private or public sector undertake four

planningactivities:
1. Definethe corporatemission.
2. EstablishStrategicBusinessUnits (SBUs).
3. Assignresourcesto each SBU.
4. Plan new businessesand the downsizingof old businesses.
Kotlergoes onto identify(2000, p3) that there are three stages throughwhich marketingpracticemight
pass,namely:
1. EntrepreneurialMarketing:this stagestarts with an entrepreneurialindividualor team who
promotesan ideaand createsa firm to deliverthat idea.
2. FormulatedMarketing:the smallfirm adoptsformulaeto promoteits marketingmessage,
withoutnecessarilyslavishlycopyingother firms.
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3.

Intrepreneurial Marketing: this represents a formulaic approach based on 'hard science'
approaches with lower levels of entrepreneurial and innovative behaviour.

Kotler observes that there will always be a dynamic tension between the formulaic side of marketing
and its creative side. He proposes that it is easier to teach the formulaic aspects of marketing, but like
the characterises of entrepreneurship, flair and innovation is not a mechanistic trait.

The marketing concept originated in the commercial sector and was developed swiftly into a series of
constructs and working practices that are designed to add value, as measured by profit (real or
economic) and shareholder value. The transference of the marketing concept to the not for profit (nonprofit) sector is widely recognised to have occurred as witnessed by the plethora of writings on the
subject following Kotler and Levy's initial propositions (1969) on the transference of the concept.
Numerous writers, including Fine (1990) and Lovelock and Weinberg (1989), have recorded the
benefit of the adoption of market orientation on non-profit charities. Non-profits include voluntary sector
charities and public sector firms whose prime goal is the provision of public goods. However the
interpretation of the concept and its application to the non-profit organisation is not so obvious, as the
raison d'6tre of commercial firms, profit and shareholder value, is not the key economic driver for the
charity and public sectors. Indeed in many non profit organisations marketing is a euphemism for
publicity and public relations rather than the application of the marketing concept. Mokwa (1990, p49)
argues that the challenge for non-profits is to expand its promotion functions into a comprehensive and
coherent philosophy, and critically, a guiding methodology for integrating the marketing concept into
their work, as opposed to perceiving it as effective promotion.

The modusoperandifor non-profitorganisationsis fundamentallydifferentfrom the privatefirm and
the transferenceof the commercialmarketingconceptrequiresadaptation.Kotlerand Andreasen
(1991, p43)describedthe non-profitfirms that acceptedthe marketingmind-setas 'customer/centred'
as opposedto 'organisationcentred'.The formergroup placesan emphasison customerresearch
(knowledgeacquisition),definescompetitionin its broadestsenseand use a range of marketingtools
in developingtheir marketingmix, withinthe limitationsof their resources(budgetsand funding).The
latter group is concernedwith projectingtheir beliefsand valuesthat may not necessarilycoincidewith
the customer'sneeds. In applyingthe marketingconcept and specificallymarket orientation,It is
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necessary to appreciate the different goal orientation of non-profits vis-ä-vis commercial firms. Drucker
(1989, p89) stated that non-profits do not base their strategy on money and profit, but on the
achievement of their mission. Money is not the driver of service per se, but it is a key constraint in
defining and achieving the mission of the non profit organisation. Kotler and Andreasen (1991)
adapted the commercial firm's objective to create profits to the non-profit firm as the desire to survive
with the objective of generating adequate revenues to meet long-term goals.

3.2.6 Defining a link between output and market orientation: a critique
The seminal articles of Kohli and Jaworski (1990) and Naiver and Slater (1990) developed the
marketing orientation construct. As critiqued by Meziou (1991, p76), the measures created are
insufficient to capture the comprehensive nature of a truly market-orientated operating philosophy.
During the 1990s a range of studies examined the link between market orientation and business
performance, e. g. Jaworski and Kohli (1993) and Avionitis and Gounaris (1997). Typically the studies
find significant associations between judgmental measures of performance and market orientation
(Jaworski and Kohli, 1993, p64). The strength of the assumption that there is a direct link between
market orientation and performance has been the subject of significant criticism (Pelham 1997, p69).
Two key critiques have been derived, namely that environmental conditions moderate this association
(Greenly, 1995, p11) and the link is mediated by innovation (Han et all, 1998, p41). A study by Harris
and Piercy (1999, p639-640) concluded that market orientation is not a single condition that in turn
drives superior performance, but that there are different performance outcomes in different situations.
In addition, they concluded that managers are able to evaluate what organisational and managerial
changes are required in shifting from one form of market orientation to another. In turn, managers
must acknowledge that the desired market orientation may not be achievable by the firm due to
inherent structural factors, Involving personnel, markets, systems, structures and competitors. In such
event, managers are advised to adopt other forms of performance leverage, as market orientation may
not necessarily provide it. In concluding, Harris and Piercy call for further research to be conducted in
other sectors to test the veracity of their conclusions.

In reviewingmarket orientationin furthereducation,it will be necessaryto model
marketorientation.
The modellingwill need to allowfor environmentalfactors, which
are predominantlythe segmentation

of the FE colleges into families of like colleges, and the role of innovation and leadership as advocated
earlier in the literature review on entrepreneurship. Hunt and Morgan (1995) observed that the
sustaining of a firm's market orientation is dependent upon the actions of the firm's employees, a view
supported by Hall (1993). Measures of market orientation success tend to be focused on the external
environment and tend to ignore internal measures of success, namely employee retention and
motivation, internal service quality improvement and their resultant impact on the external customer
environment. Total quality management advocates such as Oakland (1983) promote an inclusive
model of actions and measurement tools.

3.3 Modelling market orientation in further education
3.3.1 Conflicting paradigms:managerialismand professionalism
English further education has an organisational pedigree derived from the professionalism paradigm
and a traditional of strong trade union representation. The deregulation of the sector, coupled with a
shift in the way consumers are perceived has resulted in the introduction of the further education
service to the marketplace. Donaldson and Runciman (1995, p244) commented that consumer culture
has now arrived in (English) further education with the emphasis on quality, choice, standards and
value. The introduction of the language of marketing and in particular the construct of market
orientation has been accompanied by the rise of the managerialism paradigm. There are conflicts
between the managerialism and professionalism paradigms which Randle and Brandy (1996, p10)
summarised as follows:
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Table 3.1: Conflicting paradigms in Further Education
Principle

Professional Paradigm

Dominant orientation

Primacyof studentlearningand the

Goals and Values

delivery process

Loyalty to students and colleagues

Concernfor academicstandards
and not costs
Lecturers as funds of expertise
Key Assumptions

Primacyof studentlearning

throughputs, outputs and income
generation
Loyalty to the College

Concernto achieveacceptable
balancebetweenstandardsand
costs
Lecturers as flexible facilitators and

assessors

Resources deployed on the basis of
educational need

Resources deployed on basis of
market demand and value for the
taxpayer

Qualityof provisionon the basisof
input

Qualityassessedon the basis of
output and outcomes

Collegiality and community of
practice

ManagementEthos

Managerialism Paradigm

Control by management and the
market

Professionalautonomy,the trust
Managementby performance
to
indicators
principleand accountability peers,
and surveillance
tacit knowledge
Pluralism

Unitarism

Againstthis context,the marketorientationconstructsneedsto be appliedto furthereducation.Narver
and Slater(1990, p34) identifiedthat market orientationand businessprofitabilityare closelyrelated
and that two key driversin developingmarketorientation,namelyprofit directionand competitor
orientation,are important.Siu and Wilson (1998)identifythat not for profitorganisationssuch as FE
collegesare unableto use profit directionas key decisioncriteriafor the developmentof market
orientation.They contendthat for long-termsurvival, a dynamicbalanceof differentresourcesand the
continuedsatisfactionof differentclient groupsat differenttimes are required.Siu and Wilsongo on to
commentthat competitororientationis less definedin Englishfurthereducationcolleges.Although
externalcompetitivethreats exist, manysenior managersidentifythe internaldynamicsas the key
barrierto competitiveorientation.The relativeimportanceof this internalchallengeis derivedfrom the
conflictingmanagerialismand professionalismparadigms,identifiedby Randleand Bradey(1996,p6).
Suiand Wilson'smodel is representedin figure 3.3 as follows:
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Figure 3.3: The Conceptual Framework of FE Marketing Orientation: Slu & Wilson (1998,p297)
Siu and Wilsoncontendthat servicequalityis the key to survivalfor collegespost incorporation.In
turn, they haveidentifiedthree componentsin their modelof marketingorientationfor colleges:

.

customerorientation.

"

the internalcustomers(employeeorientation).
integratedmarketingefforts (organisationalco-ordination).

The implicationsof this modelare exploredin the followingsections.

3.3.2 Customer orientation
Definingthe customeris relativelysimplefor privateservices,as the consumeris predominantlythe
payeefor the service.With publicgoods,the definitionof customeris moredifficult. For some service
segments,the consumerand the payeeare often differente.g. schoolleavers'(sixth form) educationis
consumedby 16-19year olds, who are supportedby their parentsfinanciallywhilst studying,but the
collegeis paid by the statefor the educationprocess.In this examplethere are three stakeholders,the
youngperson,their parent and the state.For employer-basedwork, the employeris both the
consumerand payee, howeverthe student(the employee)and their sponsor(the employer)are both
stakeholders.
Be

The customer orientation in colleges (and other public service providers) is therefore complex.
However, service marketing theory, and in particular relationship marketing theory as proposed by
Gummesson (1987), places emphasis on customer interaction. Gummesson (1991, p68) went on to
describe the interaction between the firm and the customer as having four themes:

1. Front line staff and the customer.
2. Customer interaction, the part-time marketer.

3. The customerand the providersphysicalenvironmentand tangible products.
4. The customerand the provider'ssystemsand routines.
Thisinteractioncan be calibratedin terms of expectationsor the 'promise'that is madeto the
customerand their resultingexpectation.The customerwill evaluatethe effectivenessof the collegein
termsof what it has promisedand its deliveryagainstthat promise(Grönroos,1982).

3.3.3 Employee orientation
Servicemarketingliteratureclearly identifiesthe importanceof employees'relationshipwith customers
(Grönroos,1990). In an environmentthat is basedon customerperceptionof serviceand the delivery
of that service,the role of the employeein setting the expectationand then deliveringit is critical.The
traditionalprofessionalismparadigmhasalways placedthe consumingcustomer(the student)at the
centre of the process. However,the paradigmdoesnot placeoutput, valuefor moneyand the
sponsoringcustomer(the payeefor the service)at its centre. Bowdenand Lawler(1992, p29)
commentthat empowermentin servicebasedfirms encouragesthe firm's staffto producesuperior
performanceas they:
respondmore quickly to customersneedsand complaints.
"

are moresatisfiedwith their workloadsand hence delivertheir caseloadsmore effectively.

"

are moreenthusiasticat deliveringthe intangibleserviceto the customer.

"

tend to be more innovative,believingthat the workingenvironmentencouragesrisk taking
and experimentation.
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Scott and Bruce (1994, p603) comment that empowered employees are more likely to be more flexible
and adaptive in the face of changing customer needs.

The critical point for college managers is whether the lecturer and their supporting infrastructure
perceive themselves as marketers whilst delivering the service. Ardley (1994) contends that lecturers
are marketers, however not all lecturers perceive that they are. Accordingly, their behaviour and the
perception of customers towards them will be different. The development of motivated and customer
orientated staff is important for all organisations, and more so for service orientated firms (Grönroos,
1981, p237). In conclusion, employee participation in market orientation in terms of customer
satisfaction is crucial in service industries.

3.3.4 Organisational co-ordination
Classicmarketingtheory advocatesenvironmentalintelligenceas a critical componentof developinga
successfulapproachto meetingcustomerneeds(Kotler, 1977).The constructof marketing
intelligencehas been developedand amplifiedby Kohli and Jaworski(1990)and Naiverand Slater
(1990).Siu and Wilson(1998,pp291-292)usedKohli and Jaworski'sframeworkto proposethat the
organisationneedsto organiseits role alongthree dimensions,namelyindividual,intergroup and
infrastructurelevels.

At the individuallevel (Siu and Wilson,1998) proposethat senior managementset the frameworkfor
juniorstaff to work within.This requiresthe communicationof commitmentby example(Payne,1988,
p49),and by the rewardingof market-orientatedbehaviour,Kohliand Jaworski(1990).At the inter
group level,the interactionof teams has risento the form and the developmentof the entrepreneurial
team constructhas occurred.The interactionof teams is thereforeimportantespeciallyin the adoption
of the managerialismparadigmin Further Education.Teams that refuse to participatein the market
orientationconstructdue to their perpetuationof the professionalismparadigmwill havean important
influenceon other teams.Piercy (1990)contendsthat culturecan be operationalisedvia powerand
politicalargument.The historicalprominenceof the academicin FE and the continuationof its
importancevia the AcademicBoardand missiondeterminationenshrinedin the legislation(Further&
HigherEducationAct 1992)allows Piercy'scontentionof debate to be appliedto FE corporations.
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Piercy (1989) argues that culture is affected by formal structure and information dissemination and by
the adoption of key corporate values. Schein's culture work (1992) supports this contention. At the
infrastructure level, corporate culture and structures are considered to be precursors to successful
working. Daft (1989, p211) proposed that the three components to structure are:

"

formal relationshipsthat promotehierarchy.

"

groupingtogether of individualsand teams.

"

the designof systems.

Structure plays an essential part in reflecting the official culture of the organisation (Deal and
Kennedy, 1982). They contend that the more developed and coherent a corporate culture, the more
effective the organisation's performance in the market place. Naiver and Slater (1990, p21) stated
that a developed marketing culture allows the firm to create the necessary behaviour to develop,
maintain and sustain superior value for buyers. In turn, this should lead to superior performance. The
more volatile the environment, the more important this is.

Siu and Wilson(1998, p303)contendthat the critical behaviouralaspectswithinthe FE environment
are basedon the three identifiedthemes.The combinedgoal of the themesis the long-termsurvival
for the institution.Siu and Wilsondefinemarketorientationin terms of the extentthat the college's
systems,cultureand proceduresare establishedand developedin a mannerthat ensureslong-term
customerrelationships.They observe(1998, p314)that due to the servicenatureof furthereducation,
marketingneedsto start from the organisationitself. In turn, there Is a need for a fundamental
commitmentfrom the seniormanagementto marketorientation.Sui and Wilsonconcludethat
managementneedsto systematicallyreinforcemarket-orientatedbehaviourin the employeesand
focuson three dimensions:
1. attitudeand behaviourof employeesto clients(customers).
2. tangibleaspectsof the service,both course provisionand the physicalenvironment.
3. Intangibleaspectsof the service.
The summaryconclusionfrom Siu and Wilson's researchis that effectivemarketorientationmust
extendto the whole organisationand not just be the responsibilityof a specialistteam. In turn, this
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approach must be underpinned by actions, polices and reward systems that reinforce the necessity
and benefit from an inclusive approach to market orientation.

3.4 The competitive environment and market orientation
The marketing literature supports the link between the market orientation construct and superior
business performance and this is transferable to non-profit organisations. Specifically, Kohli and
Jaworski (1990, p13) concluded that a market orientation appears to provide a unifying focus for the
organisation and it should lead to superior organisational performance. Narver and Slater (1990)
developed a measure of market orientation based on three behavioural dimensions that coincided with
the market orientation construct of Kohli and Jaworski. However the principle that market orientation is
automatically a strategy to be pursued is not a universal truth. Kohli and Jaworski (1990, p14-15)
observed that four key moderators on the degree of positive impact of adopting the market orientation
construct were:
1. Market turbulence: Changes in the composition of customers and their preferences creates
instability in the market place. A stable market with low levels of change in preferences is
unlikely to require a high degree of market orientation by the firm. This scenario was typical
of further education pre-1992.

2. Technologicalturbulence:Fast evolvingtechnologicalindustriesdeveloprapidly new
products.This is not typicalof furthereducation,as althoughnew qualificationsand learning
methodologiesare developed(e.g. computerand Internetbasedlearning),they are not
technologicallyturbulentfrom the customer'sperspective.
3. Monopolisticconditions:Thereis low competitionor a supplyside regulatedindustry,a
scenariovery typicalof further educationuntil 1992. Indeed,it still persistsin someareas,
especiallyin smaller town, semi-ruralareas, vis-ä-vismetropolitanareas. As FE is actuallya
seriesof markets(e.g. schoolleavers,employers,communitycoursesetc), it is possible
that an individualcollegemay have a monopolyin one market but be subjectto fierce
competitionin another.This is particularlytrue for generalmulti disciplinaryFE colleges.
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4.

Economic condition: The weaker the economy, the stronger the relationship between
market orientation and business performance due to increased pressure on consumers to
act wisely with their scarcer resources in times of lower economic performance.

Similarly, Day and Wensley (1988, p17) proposed that the competitive environment affects the firm's
approach to collecting and analysing the environment. The greater the competition, the greater the
propensity to collect data on customer alternatives to the firm. This is very true of monopolistic firms
and was a typical feature of public sector firms that had their environment regulated controlled by/for
them, e.g. sixth form colleges that automatically had local schools feeding them pupils. This changed
in 1992 when artificial barriers to competition were dismantled with college incorporation.

The Slater and Narver study (1994, p53) into moderating influences on the adoption of the market
orientation construct concluded that the impact of such moderators on market orientation as a
business cultural approach was low. They observed that a market-orientated business with a
commitment to innovation should be prepared to achieve and sustain competitive environment,
irrespective of the environmental situation. However, a key limitation of their research was the crosssectional design of their study, which was based on the Fortune 500 private sector business units, not
recently deregulated state bureaucracies such as UK FE colleges. In turn, it is widely accepted that the
development of a market orientation will improve the performance of charities (Fine, 1990; Lovelock
is
the potential
and Weinberg, 1989; Kotler and Andreasen, 1991), therefore it necessary to explore
alternative independent variables on college business performance as moderators.

The provisionand consumptionof FE is not a free market,beinga predominantlystatefunded activity.
As discussedearlier, the rise of the EvaluationStatehas seen greaterindirectinterventionby the
centre in the deliveryof services in the locality.The DfEE,in the White Paper TheLearningAge (1999,
p2 and p7), tasked the new organisingbodyfor FE, LearningSkills Council(LSC),to promote'greater
rationalisation'of the serviceso as to reducewastefulcompetition.It also tasked the new LSCto raise
standardsby prioritisingthe fundingof learningthat meetsthe state's qualitystandards,takingfirm
actionwhere providersare fallingshort. In conclusionthe FE sector is not a relativelyfree trading
environmentas set out in Slaterand Narver's 1994 work, but a state-directedsectorwherecolleges
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receive instruction on priorities and are verified for service delivery quality by an independent
Inspectorate.

The underlying point of Slater and Narver's 1994 work is that the identified moderators may slow down
the take up of the market orientation construct, but it will not make the outcome of adopting the
construct negative in terms of impact on business performance. It may be the case, however, that in
adopting a market orientation approach, the costs of implementing the business culture implied by the
construct outweighs the benefits gained from adopting a positive market orientation. For FE, it will be
necessary to review these moderators as potential factors that affect senior staff in adopting the
market orientation construct in part or in whole in their strategies for corporate survival.

3.5 Implications and conclusions for further education college
managers
The historical right of the college to determine its orientation at a local level was challenged by the
state in the late 1970s. This culminated in the incorporation of FE colleges in 1992, with the colleges
reporting to a nationally directed funding agency, the FEFC. Since then, the introduction of
performance related funding based on throughputs and outputs, coupled with the use of citizen
charters has raised the profile of customer need and, critically, customer satisfaction. Hebert and
Callender (1997, p23) comparing the UK and USA student participation in FE, concluded that
American Community Colleges (FE college equivalents) perceive students as consumers with
consumer rights, a relationship that is mediated by cash. In contrast, UK students are only now being
perceived as customers, although the majority of UK students do not meet the full cost of their
consumption, unlike their American peers. American institutions are attentive to price sensitivity and
cost and have developed marketing techniques, admissions policies and increased commitment to
student financial support to improve student participation, retention and achievement. The promotion
of consumer choice is developing in the UK, albeit not yet to the levels witnessed in the USA. Hillman
(1998, p315) commented that as individuals (in the UK) are given greater financial responsibility for
their learning, they would In turn seek greater control over the location, content and process of
learning. This has significant ramifications for traditional FE colleges that have a product led rather
than a customer led focus.
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Kennedy (1997, p3-4) offered a contrasting view on the limitations of 'free enterprise' in the further
education service. Her Commission into participation in further education was set its terms by the
FEFC to measure the effectiveness of the funding methodology (adopted on behalf of the state) in
addressing the social exclusion agenda. Her Commission's work concluded that:
1. Resource efficiency in FE colleges has improved dramatically since 1992.

2. Fundingrelatedto throughputsand outputswill resultin collegesselectingthe mostfinancially
productive learners.
3. Attracting learners that are hard to retain and engage is not financially rewarding.

4. In the rush from the 'heavy hand of the state planning'(by the LEAs),collegeswere no longer
operating in a strategic overview of local needs, focusing on their perception of the priorities

basedon the attractivenessof funding.
5. Destructivecompetitionresultingin the wastageof publicmoneywas increasinglycommon.
The KennedyCommission'sfundamentalconclusionwas that in the UK a nationalsystemof relatively
autonomousproviders,steeredonly by nationalagreements,cannotadequatelyidentifyand achieve
strategicgoalsat the local level,(1997, P38).Kennedydid not advocatethe returnto the discredited
operatingmodelsof pre-1992,but a morefundamentaland experimentalapproachto the provision
and deliveryof FE to customers.As the state progressivelyintervenesat a sub-regionallevel,colleges
will be driven by a myriadof performancegoals, not just broadfinancialtargets.The implicationsfor
collegemanagersare clear.The historicalrole of the collegebeingthe ultimatedecision-makerin
determiningwhat is bestfor local learnershas long past,a fact confirmedby the Secretaryof State's
remit letter to the new LSC in November2000. This letter placedthis powerwithin the remit of the
centralstate operatingvia local executiveagencies(local learningand skills councils).

Thecombinationof the rise of the consumerand the increasinginterventionof the EvaluationState
requirecollegesto adapt to survive.The successfulcollegewill needto developa highawarenessof
its operatingenvironment,the needsand expectationsof its customers,fundersand employees,
togetherwith the creationof cost effectivesolutionsto meet those needs.As advocatedby Siu and
Wilson(1998, p316),it is the role of managementto generatea (cultural)changestrategythat
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embraces a market orientation perspective that employees can embrace and that meets the needs of
the college's customers. In the development of scales to measure market orientation in FE, Deng and
Dart's cross-sectoral work (1994, p741-2) provides a useful reference base for the development of
relevant scale items, along with the MARKOR scale developed by Kohli, Jaworski and Kumar (1993).
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4 Entrepreneurship and market orientation
4.1 Introduction
The relevance of market orientation for all types of organisations has been clearly demonstrated in
terms of the construct and the benefits of its adoption. Slater (1997, p165) proposed that successful
innovation is the product of a market orientated culture, coupled with entrepreneurial values. Jaworski
and Kohli (1996 p129) recognised that their earlier work had incorrectly ignored the role of innovation
in the measurement of market orientation. The updating of both key theory developers' market
orientation constructs to involve innovation and entrepreneuralism is very relevant for this thesis.
Harris and Ogbonna's qualitative study (1999, p189) observed that market researchers have typically
deployed a selective use of culture theory in developing the construct of market orientation. They
propose four areas of concern, namely:

.

market orientationcultureis assumedor prescribedto be unitaryin nature,

.

cultureis frequentlyprofferedas beingsubjectto consciousmanagementby a firm's
management,

.

an orientation towards market needs is commonly conceptualised as comprising

organisationalartefacts,and
.

marketingtheoristsassumethat culturaldominanceby a market subcultureis achievable
under any circumstance.

Harrisand Ogbonna(1999)contendthat this simplificationof culturetheory is in part a reasonwhy
empiricalstudiesto date havea found a limitedadoptionof the marketorientationconcept.Another
reasonfor such empiricalfindingsoccurs as firmsfind it hardto developa market orientationculture
as put forwardby theorists. Harrisand Ogbonnaproposethat future researcherswould benefitfrom a
collaborativeapproachbetween market orientationresearchersand organisationalculturetheorists. In
linewith their proposition,this chapterstartswith an overviewof the connectionbetweenthe two
constructs,proposinga relationshipmodel.The chapterthen developstheselinks and in turn goes on
to exploretheir applicationto the non-profitsectorand FE in particular.The chapterreviewsSchein's
life-cyclemodelof culture.The chapterreviewsthe role of a firm's learningorientation,Its top
managementteam and their Interactionwith the constructsof the thesis.
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4.2 Conceptual framework of market orientation and
entrepreneurship interactions
The relationship between two related but distinct organisational characteristics, market orientation and
entrepreneurial leadership, are the subject of study of this thesis. Both constructs influence the firm's
market information processing (MIP) activities. The better the firm's ability to identify and interpret
these market signals, the quicker it is able to react and remain competitive vis-ä-vis its competitors.
Market orientation influences the scope of market information processing activities directed at
customers, competitors, distribution and communication channels, together with the identification of
strategic priorities for the firm. In contrast, entrepreneurial leadership is an organisational characteristic
that places an emphasis on responding to changes in the environment by constantly identifying
opportunities for development and interpreting the implications of identified strategic priorities faced by
the firm.

As contendedby Deshpandeand Webster(1989),a marketorientatedculturecan achievemaximum
effectivenessonly if a spirit of entrepreneurshipand appropriateorganisationalclimateand cultural
valuescomplimentit. As advancedby Dickson(1992,p72) and de Geus (1988),the criticalchallenge
for any firm is to create the combinationof cultureand climatethat maximisesorganisationallearning
of the know how to create superiorcustomervalue. Slaterand Narver(1995, p63) arguethat market
orientationin itselfwill not create superiorcompetitiveadvantageand it mustbe augmentedby
entrepreneurship.Market orientationis reflectedby knowledgeproducingbehaviours,whereasa
learningorientationis reflectedby a set of knowledgequestioningvalues,Sinkulaet all(1997).The
thesisexploresthe role of entrepreneurship,as part of a college'scultureIn developingthe
complementaryorganisationalcharacteristicto market orientation.The interrelationof the two
constructsis illustratedin figure 4.1.

ge

Entrepreneurial Leadership
Culture and Values

T

Market Orientation
Cultureand Climate

Organisational
Performance

Figure 4.1: Conceptual Framework of Market Orientation and Entrepreneurship

Interactions

The nature of this interaction between the two constructs implies the organisational performance
relationship illustrated in figure 4.2.
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Entrepreneurial
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Overall
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Figure 4.2: Business Performance and the Interaction of the constructs
The performancedifferentialsin the abovefigure are illustrativeand are not a hypothesisedmagnitude
of the absoluteimpact of the two constructs.However,it is anticipatedthat the activecombinationof
the two constructshasa synergistic,multipliereffect upon overall businessperformance.This
synergisticrelationshipIs illustratedby Day'sstudy (1994, p39) that conceptualisedthe outside in (i.e.
marketorientation)and Insideout (i.e. learningorientationand by implication,entrepreneurial
leadership)processeshave a mutualInvolvementin optimisingcustomerinteractions,which in turn
improvebusinessperformance.
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4.3 Market orientation and entrepreneurial leadership
The market orientation process is a firm wide activity that requires clear leadership from the top.
Market orientation is a whole organisation philosophy that in the correct circumstances will add
competitive advantage to the firm, although there are some circumstances where the costs of
orientation will outweigh the benefits. Deshpande and Webster (1989) contend that the precursors to
maximising the effectiveness of market orientation are a culture of entrepreneurship and an
organisational climate that follows through actions in a coherent and consistent manner. Dynamic
market orientation based on continuous learning, de Geus (1988, p71) contended, may be the only
source of sustainable competitive advantage for organisations in the future. In turn, Slater and Naiver
(1995, p63) concluded that although market orientation should provide a strong basis for learning from
a firm's customers, entrepreneurial leadership and support systems must complement it.

Historically, consumers as customers of English FE have exercised low consumer power, with the
sector predominantly being a supplier led market system organised by a locally controlled planning
framework. The incorporation of the FE sector in 1992 and the removal of barriers to entry for new
service providers in 2001 by the new Learning Skills Council have resulted in a change in the balance
of power towards the customer. By the late 1990s, FE educational customers were becoming more
sophisticated in selecting learning products as a result of enhanced access to product information by
national freephone help lines (Learn Direct established in 1999), selective financial assistance to
participate (Individual Learning Accounts in 2000) and more localised, flexible types of learning. The
fundamental change that has led to more consumer orientation has been the introduction of customer
led funding. In August 1994 the FEFC introduced a funding model that expressed colleges budgets as
a function of the level of consumption by consumers. Each course was prescribed a tariff (units of
learning with a national price per unit) and its generation was subject to the recruitment, retention and
achievement of the consumer, or learner. The corollary of these changes was that as customers
moved from passive consumers of FE to active buyers, the latent power of the demand side was
increased and state providers (colleges) had to acknowledge the change in the balance of consumer
power or run the risk of missing signals to adapt to the new operating environment. To adapt
entrepreneurially and create superior competitive advantage as contended by Deshpande and
Webster (1989), colleges would need to adopt a strategy for change that keeps it ahead of the pace of
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change dictated by the state. Treacy and Weirsema (1993) concluded that superior strategies in
private sector firms are derived from delivering customer value in one of three ways.
"

Operational excellence through service delivery, price and location. This requires tight cost
control and close links with customers to detect changes in demand.

"

Customer intimacy that emphasises the ability to adapt the project on a highly specialised
basis. This predicates a very high quality and swift customer knowledge system.

Productleadershipderivedfrom productinnovation.
The conclusions of their work are as equally applicable to the public and not for profit sectors. For FE
colleges a mixture of all three strategies is very typical, although the funding of learners by the
FEFC/LSC is structured for mass delivery of product rather than product niching as typified by
customer intimacy strategies.

Wherethe relationshipbetweeninputs and outputsis moreabstractrepetition,the ability to
understandthe customeris of critical importance.This propositionhas great relevancefor non-profit
organisations,as their goals are morecomplexto definewith accompanyingscopefor ambiguous
orientationby managementand employees.This importancestemsfrom the lack of the normal
commercialmeasuresof success,namelythe absenceof profitabilityor shareholdervalue to the nonfor profit sector.Its absencehas often been substitutedwith proxies,howeverthey aretypically more
difficultto comprehendand measurequickly in the non-profitsector.The corollaryis that an
organisationthat has a strong appreciationof the customers'needsand is effectivein meetingthose
needswithin the constraintsof their resources(budgets)shouldin turn generatesuperioroutcomes
Dickson(1992).Slaterand Narver (1995,p66) also identifythat a flexible learningorganisationthat
allowsfor adjustmentswhen the unexpectedoccurs is better at respondingto changeand reallocating
resourcesto focus on the new opportunityor threat.With the significantlyvolatilityin the Further
Educationsector,this skill is of fundamentalimportance.In turn, the corollary is that the inabilityto
learnquickly can result in significantoperationalproblemswithin a very short time span Loomis
(1993).Slaterand Narver(1995, p67) concludethat an organisation'ssuperiorability to learn is:
1. critical due to the swift and fundamentalchangesin the market,the methodof servicedelivery
and customerexpectations,and
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2. a competency (people) based source of competitive advantage due to its inherent complexity
and hence it is also difficult to replicate by competitors.
This construct is very relevant to the FE sector. The sector is currently in the midst of adapting to new
learning technologies (Information Communication Technologies: ICT and radical change in 16-19
education known as Curriculum 2000), changes in the expectations of customers (customer charters
and greater expectations of entitlement) and enhanced competition due to the homogenisation of the
teaching product, effectively removing product differentiation between providers. The imperfection in
competition within the Further Education sector, coupled with complexity of direct imitations makes the
adoption of a learning organisation approach to market orientation a credible means of delivering
competitive advantage and the long-term survival requirement as advocated by Siu and Wilson (1997).
The adoption of a learning organisation philosophy requires a suitable culture and climate for effective
working. Theodossin (1986) explored the concept of multiple markets in further and higher education,
whereby there are four key markets that college leaders seek to influence.

1. the Primarymarketof actual usersor direct beneficiariesof the service,
2. the Secondary market of those in a position to influence the primary market, e. g. parents,
family and teachers of the students,

3. the Legitimisermarket,consistingof those groupsthat ensure the serviceis deliveredto the
prescribedlevels,e.g. FEFC,TrainingStandardsCounciland OfstedInspectorates,and
4. the Resourcemarket,involvingthose that are responsiblefor fundingthe service,typicallythe
Fundingagencies,DfEE and their scrutinyagencies,such as the NationalAudit Office.
The balancingof the four marketsis complexand an ongoingprocess;it is a challengefor all
managersin the publicsector.Oftenthe demandplacedon managersis conflictingand results in
dysfunctionaldecisionmaking.The followingfigure (4.3) adaptedfrom Chapmanand Cowdell's(1998,
p64)applicationof the constructto the NationalHealthService representsthis multiplemarket
construct:
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PAYERS
Funding Agencies
Inspectors & Auditors

Examination Bodies
Employer Bodies
Community Groups

SPECIFIERS
BENEFICIARIES
Staff

Students

Parentsetc
Employers

PARTCIPANTS

Figure 4.3: A model of perceived provider and customer/consumer relationships in further
education, after Chapmanand Cowdell

In summary,the existenceof multiplemarketsand stakeholdersmakesthe direct applicationof the
market concept difficult in the public sector, but not impossible.

4.4 Culture and climate: Its role in the firm
There is consensusamongstresearchersthat market orientationis a continuumbetweenvery low and
very highadoption,ratherthan a discreteyes or no to its adoption. Dickinson(1996, p104)contends
that marketorientationdescribesprocessesthat enablea firm to learn from Its contactwith customers
and hencederivecompetitiveadvantage.Soundmarket informationprocessing,interpretationand
organisationalmemoryare regardedby Slaterand Naiver (1995)as beingcriticalfor creatingsuperior
marketorientation.Day (1994a)contendsthat the successof thesefunctionsdependson the often
tacit decisionrulesfor selectingor rejectinginformation,the mentalmodels usedby employeesto
convertthe informationinto knowledgeand in turn, the customersexpected responsesto the firm's
actions.Day's (1994a)definitionalso embraceshow the firm expectscompetitorsto act to its actions
as well. A firm's repeatedsuccessin InterpretingMIP can breeda complacentapproachto accurate
interpretationof signalsand the retentionof the informationamongstthe staff,(Sinkula1994).Sinkula
goeson to arguethat successfulfirms reject the presumedeffectivenessof past actionsand
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continuously recheck and challenge the information presented to it. The development of this type of
organisational learning process is a function of a firm's culture, climate and values.

A firm's values are the tenets of faith that the firm is developed upon, stemming from beliefs and
aspirations of the firm's founders. In a FE college, these values centre on the learner as client and
often embrace quality delivery, affordability and equity of opportunity for individuals. An organisation's
culture is the set of fundamental values and beliefs that provides the operational parameters for the
organisation, Deshpande and Webster (1989). Typically culture is deeply rooted in the firm's psyche.
In turn, the climate is the description of how the organisation goes about organising itself in terms of
structures, processes and approaches that deliver the desired set of beliefs articulated in the
organisation's culture, Deshpande and Webster (1989). Schein (1990) argued the critically
complimentary nature of culture and climate. It is difficult to develop and sustain appropriate behaviour
if the value systems are not in place and in turn, values are difficult to sustain if there is an absence of
appropriate behaviour and reward systems to create and reinforce the attitude of the employees.

4.4.1 Schein's life cycle model
Scholarshavedevelopeda numberof modelsfor describingand understandingorganisationalculture.
However,no one modelhas gaineduniversalacceptance,reflectingthe propositionthat cultureis not
a uniformmodelin all types of firms, togetherwith the early stageof theory developmentin this
relativelynew area of work, Brown(1998,p116).Althoughdevelopedwith the privatefirm in mind,one
of the strongermodels in terms of it's relevanceto not for profit organisations,is that developedby
Schein(1985).The modelis relevantas it suggeststhat culturechangecan occur in a variety of
circumstances,althoughit is an observantmodelratherthan an explanatoryone. The modelis based
on a life cycle construct.
The first phaseis birth and early growthof the firm and may last from a few years to a few
decades.The emphasisin this stage is on differentiatingthe firm from its competitorsand
developingits own structures(culture),Schein (1992, p303).Schein proposedthat a firm
in this stagewouldonly face culture changeif its existenceis threatenedor there are
successionproblemswith the founder. For the FE college,typicallyit will be the former
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issue and concurs with Habermas' (1976) legitimisation crisis construct. Few (less than
15%) FE colleges are in this stage, principally from the result of recent mergers.
"

The second phase is organisational midlife. These firms are well established and are
faced with complex strategic choices, concerning growth, development of new products
and markets, together with cost control and mergers, Schein (1992, p314). The culture
and possibly subcultures are formed and deeply embedded.
The third phase refers to the stage where the firm is highly stable, exploiting mature
markets and lacks the motivation to change. Maturity is often synomous with market
saturation, Schein (1992, p321). The emphasis on cultural change is conflict rather than
incremental changes.

The majorityof FE collegesare in the midlifeand maturity/declinephasesof the model.This life-cycle
model,along with the changemechanismsidentifiedby Schein (1992),is representedin figure 4.4.
Organisational Stage of the Firm

Change Mechanisms

Founding and early growth

1. Incremental change through general and specific
evolution

2. Changethrough insightfrom organisationaltherapy
3. Changethroughpromotionof hybridswithinthe culture
Midlife

4. Changethroughsystematicpromotionof subcultures
5. Plannedchangethroughorganisationdevelopment
projectsand learningstructures
6. Unfreezingand changethroughtechnologicalseduction

Maturity and decline

7. Changethroughinfusionof outsiders
8. Unfreezingthroughscandaland mythexplosion
9. Changethroughturnarounds
10. Changethroughcoercivepersuasion
11. Destructionand rebirth

Figure 4.4: Cultural change mechanisms, (after Schein, 1992, p304)

Thereare criticismsof this modeland Brown(1998, p135) commentsthat the model in itself offersfew
insightsinto how cultural changemechanismsactuallywork. Gagliardi's(1986)work developsthe
distinctionin the nature of culturechangebetween radicaland incrementalchange.His framework
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also recognises that values can be emotional rather than rational, often through a process of
idealisation, a construct valid in the not for profit sector firm.

Slater and Naiver (1995, p67) recognised that their 1990 model was limited by its failure to explore the
culture/climate construct. Their 1995 study sought to remedy this shortfall and identified five key
aspects, as set out in figure 4.5.

Culture
. Entrepreneurship
" MarketOrientation

Climate
" OrganicStructure
" FacilitativeLeadership
0 DecentralisedStrategicPlanning

Figure 4.5: The Learning Organisation: Slater & Narver, 1995, p67
The five dimensions when balanced provide an effective corporate approach that generates outcomes
in the form of profits, shareholder value, and for non profits, growth, sustainability and economic
viability. The location of leadership in culture or climate is ambiguous. Deshpande, Farley and Webster
(1993) contend that leadership is an element of climate, whereas Slater and Naiver (1995) contend
that is an element of client. Other scholars contend that it is probably both cultural and climate. The
five elements proposed by the Slater and Naiver construct are developed in the following sections.

4.4.2 Culture and market orientation
Slaterand Narver(1995, p67)define marketorientationas the culturethat placesthe highestvalue on
creatingstakeholdervaluewhilst providingthe norms for behaviourregardingthe developmentand
focus of the organisation.They arguethat marketorientationis inherentlya learningorientationas it is
about the speedof responseto new informationfrom the customersand their environment.They also
arguethat marketorientationmay not in itself create a risk takingculture,a criticalprecursorfor
entrepreneurialbehaviour.The slavishfollowingof customerdemandsmaycreate an ultimately
implodingorganisationas the firm missesthe new and emergingmarketspursuedby competitors,
Argyris(1994, p78).The mostobviousdanger is to simplydiversifythe productlines to meet customer
expectations,as opposedto developingvariationsand new productsto meet current and new
customerneeds. In addition,the organisationmay not perceiveor evaluatethe threatof otherentrants
to the market,beingconcernedwith currentcompetitors.
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This is relevant for Further Education as the channelling of state funding via the consolidated Learning
Skills Council from April 2001 is designed to allow entrants free access to the use of public funds,
subject to certain audit and academic inspection requirements. Similarly, FE colleges are able to
compete with private sector training providers for non-state sponsored work, although this has been an
option not regularly used since the late 1980s. Slater and Narver's (1995, p68) conclusion that the
danger of defining an organisation's market orientation in too narrow a manner can lead to
organisational learning (i. e. adaptation) within traditional boundaries and this is particularly true for FE
colleges. They advocate that to avoid this problem, market orientation should include all stakeholders,
current and potential, that have knowledge that can contribute to the creation of superior customer
value or are threats to competitive advantage. The DfEE (1995, p3) advocates that FE colleges should
broaden their perspectives to include the needs of all potential consumers.

4.4.3 Culture and entrepreneurship
Market orientation typically involves entrepreneurial behaviour in that it promotes creative and
responsive actions. Market orientation could be argued to be inherently entrepreneurial, but Slater and
Naiver (1995, p68) advocate that entrepreneurial values have to be made explicit and are different
from market orientation. Hamel and Prahalad (1991) contend that a culture that values
entrepreneurship and innovation provides the supportive environment that allows effective
organisational learning to occur. This learning embraces exploring and experimenting in a suitably risk
assessed environment, Quinn (1985). Firms with greater capacity to innovate will be more successful
in responding to their environment and developing new abilities and resources that lead the firm to
create and sustain superior competitive advantage, Hurley and Hutt (1988, p44). However, market
orientation is not entrepreneuralism per se. An entrepreneurial team or individual is prepared to take
risk and entrepreneurial values promote the creation of new business within the existing business,
business regeneration and revitalisation, Schendel (1990, p2). In contrast, market orientation does not
in Itself promote risk taking. Firms that have a history of acting upon the Information that they collect
and analyse, tend to be considered to be more entrepreneurial than their peers, Jacobson (1992).

Slaterand Narver(1995)identifieda series of characteristicsof innovatoryfirms, includingworking
with lead customerson new productinnovation,pilotingof new experimentalprotocolsand continuous
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experimentation with new quality and low cost programmes. A reoccurring theme of successful
innovators is the evaluation and review of such actions, Garvin (1993). The use of systematic review
and evaluation reduces the risk that the organisation will move too quickly to the next stage of
evolution of the process, without having consolidated the initial steps of the process. Webster (1994,
p14) states that management must develop a broad concept of organisational culture that focuses the
organisation outwards, onto its customers and competitors. He contends that this will create an
overwhelming predisposition toward entrepreneurial and innovative responsiveness to market changes
(MIP). Slater and Narver (1995, p68) conclude that the linking of market orientation to entrepreneurial
values provides the necessary focus for the organisation's efforts, whilst simultaneously promoting
iconoclastic endeavours. The development of the right climate is important to allow an
entrepreneurially led market orientation culture to thrive.

4.4.4 Climate and facilitative leadership
Muchhas beenwritten about the strong role of leadershipin educationincludingthe FE sector.As
exploredearlier in the literature,the rise of entrepreneurialteams as part of leadershiphascome to
the fore. Colleges,in commonwith all other mediumsized firms, are led by top managementteams
and typicallycalledthe seniormanagementteam (SMT) in FE. Complexoperatingenvironmentssuch
as those experiencedby non-profitsrequirecomplexmanagementand leadershipstylesthat
appreciatethe subtletiesof the environment.

Entrepreneurialleaderstend to be strong leadersand Senge(1990, p172)commentedthat the
leader'scommitmentto challengeand inquiryabout the normis a necessityfor organisational
improvement.Furthermore,Sengeproposesthat facilitativeleadershelpto focus the organisationon
the key issues,encouragingemployeesto create changeand innovate.Slaterand Naiver (1995, p69)
observethat facilitativeleadersare frequentand effectivecommunicatorswithin and outsideof their
organisations.Such leadersdynamicallyarticulatethe organisation'svisionand are key to the
'unlearning'of traditionalthinkingwithin the organisation,promotingnew ways of thinkingand
operating.Slaterand Naiver (1995) identifythis singlepoint as the most importantrole for the
organisation'schief executiveto adopt if they are to promotea climateof changeand responsiveness.
Finlay(1995, p46) commentedthat facilitativeleadership,as a part of the college'sculture is
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important. College incorporation does not imply the adoption of authoritarian and bureaucratic
approaches to sharing and using market information. Colleges that have open and frequent
communication are likely to be more responsive and open to the needs of their students. Hambrick's
work (1995, p110) identified that chief executive officers (CEOs) are often stymied in their quest for
business performance due to real and/or perceived shortcomings in the top management team. His
work identified five themes of problems.
"

inadequate capabilities of an individual executive,

"

common team-wide shortcomings,

"

harmful rivalries,

"

groupthink - an approach that stops the group thinking and acting in new, alternative and
innovative ways, and

"

fragmentation.

Of these themes,fragmentationis perhapsthe most difficultto overcome.Hambrick(1995, p111)
identifiesthat the term 'managementteam' can actuallybe an oxymoron,with the top team in reality
consistingof a series of seniorexecutivespursingtheir own agenda,with a minimumof collaboration
or exchangeor information.Hambrickproposesthat such fragmentationis a problemthat 'creepsup'
on team leadersand can actuallybe a resultingproblemof successfulbusinessgrowth.Growthby its
naturecreates change,and such change placesstress on the normedrelationshipswithinthe team. It
is thereforenecessaryfor the team to adapt to such changes.The dangerof suchfragmentation
issuesis the top team's abilityto respondon a firm wide basisto fundamentalthreat.This constructis
pertinentto Englishfurthereducation,as many seniormanagers(executives)have been in post for a
longtime duringthe mostvolatile periodever of growthin the sector.

The emphasisof significantgrowth in furthereducationduringthe period 1992-1997was a twin policy
objectiveof learnerexpansionand unit cost reduction(i.e. resourceefficiency).Miles and Snow (1978)
arguethat in an efficiencydrivenfirm, especiallya not for profit firm, everythingis focusedon creating
a buffer to allow constituentbusinessunits to operatein as stable an environmentas possibleas they
reorientatethemselves.The corollary is that this patternof behaviouroften extendsto the top
managementteam and the membersonly meetfor highlyformalisedencounters.This approachis
then replicatedfurther down the managementstructurewith middleand team managers.This creeping
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inert system of management effectively inhibits the entire organisation from working openly and
effectively as entrepreneurial teams. Fragmentation occurs due to a number of factors, which are listed
in Table 4.1.

Table 4.1: Fragmentation Issues of Senior ManagementTeams Its relevance to FE
Issue

Rationale

Relevance to FE

Size

The bigger the firm, typically:
" the greater the physical distance among

The trend is towards larger
business units. Typically colleges

"

team members;
the largerthe sub units responsibleto the
senior managerand hencethe less time
is spenton interactingwith seniorco-

havegrown25% over the five
years 1993-1998,with
consolidationand collaborating
with other agenciesand providers

workers;

Diversity

" the tendencytowardsexecutive
specialisation
The more diversethe firm:
" the moreesoteric and nichedthe
product,resultingin fewer managers
participatingin developingand promoting
the product
" the more difficultit is for the CEOto
constructcredibleinterdependenttargets
for executives
"

Competitive
Strategy

"
"

the more infrequently portfolio's overlap

and henceinteractionbecomesmore
formalisedand stylised
Firmsthat are engagedin innovative,
market-orientatedinnovationtend to
have moreteam integration.
Firms that are driventowardsefficiency
measurestend to focus on highly
formalisedinteractionsand do not
automaticallyfocus on innovation

The productofferingis becoming
progressivelymore complex,e.g.
the introductionof the new sixth
form Curriculum2000 programme
in 2000/01.
Morework is beingturnedinto
specialprojectsby the central
state, requiring special protocols

and proceduresto implemente.g.
New Deal in 1999
The sectorhas been subjectto
severe pressureto expandits
volume of work and cut its unit cost
of deliveryin the period 1993-1998

Hambrick(1995, p118)articulatesthesefactors as 'centrifugalforces' that if unchecked,will resultin
the top managementteam driftingapart and performingin a progressivelyless effectivemanner.He
identifiestwo key driversin this processof atrophying,namelylongevityof the CEO and longevityof
the other executivesformingthe top managementteam. Hambrick(1994)found that the longer the two
dimensionshave workedtogether,the morehomogenousthe operationalparadigmsemployedby the
top team. Weirsemaand Bantel(1992, p92)found in turn that such homogenousteamstend to
undertakelittle strategicchange,adoptingreactiveapproachesto managementratherthan pro-active
approachesto innovativechange.

In conclusion,as Cassonand Drucker haveargued that teamsneed to be entrepreneurialIf the firm in
turnis to be entrepreneurial.Thereforethe leadershipeffectivenessof the top team is important.With
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the adoption of the new manageralism paradigm in FE and the rapid policy changes in the sector, the
role of the top management team in terms of leadership dynamism will need to be incorporated as part
of the hypotheses' constructs.

4.4.5 Climate and organic structure
The proposition of flexible organisational structures originated with Burns and Stalker (1961), who
proposed that high performing firms operating in complex and dynamic industries tend to favour
'organic forms' of working. They described organic as organisational structures that are decentralised
and are supported by fluid and ambiguous job responsibilities with extensive lateral communication
networks inside and outside the organisation. The corollary from this is the need to dismantle artificial
barriers to communication within the organisation (Woodman et al, 1993).

Furthereducationcolleges havehistoricallybeen highlystructuredand regulatedorganisations,with a
very high level of union involvement,Ebbuttand Brown (1978,p16).The powerof the academicboard
to actuallydirectthe institution'sresponsivenessbasedon customerswas typicallyeither verylow or
inert, beinga competitiongroundfor opposinginterestsand perspectives.The more complexthe
customerbase a collegeserves,the more difficultit is to respondto their differentneeds.Guptaand
Govindarajan(1991)concludedthat high environmentaluncertaintyrequiresinformaland very
frequentcommunicationpatternsto ensurethat informationand the derivedknowledgeis shared
widelythroughoutthe organisation.This is a significantchallengefor traditionalhierarchicalcolleges.

Slaterand Narver(1995, p70) concludethat learningorganisationsare progressivelyopen towards
externalpartners in developinga modernand responsiveorganisation.The developmentof these
relationshipswith key suppliers,alliancepartners,customersand distributorsimprovesthe overall
knowledgewithin the organisation.Providingtheseflows of informationare treated as organicas
opposedto externalto the organisation,more benefitis achieved.Glazer (1991)observesthat the
developmentof long-termrelationshipsleadsto the creationof mutuallybeneficialdevelopments.
Thesecontactsforce the paceof developmentand innovation,offeringa criticalfriend approachto
changeand results in a betterfit to end user requirementsby the organisation.Webster(1992, p1)
commentsthat the new organisationalform includesstrategicnetworksand partnershipsthat are
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replacing the historical market-based relationships of the last four decades. The DfEE White Paper,
Learning to Succeed (1999, p2) set the task for the new Learning Skills Council and FE
colleges to
build learning partnerships with end users, interest groups and other suppliers. In
a coherent learning
organisation approach, the DfEE aspires to improve the overall effectiveness of the state's expenditure
on further education. The corollary for colleges is that partnership is the only acceptable approach and
insular, self directed approaches are not only politically indispensable, they will also reduce the
college's ability to draw down state funds.

4.4.6 Climate and decentralised strategic planning
Thetraditionalmodelof rationalformalisedplanninghas been muchcritiquedfor its limitationsin terms
of assumptionsof rationalityand cognitivecapacityin environmentsthat are relativelystable,Slater
and Naiver (1995, p70). It is recognisedthat this approachis not inherentlystableat times of
turbulenceor in a dynamicallyevolvingenvironment,(Mintzberg,1994, p403). Hart(1992)concluded
that strategyshouldbe developedfrom a frameworkestablishedby the seniormanagers,but driven
from the bottom tiersof the organisation.The top management'srole should be to encourage
experimentationand the developmentof the best ideas.The literatureis thereforesupportiveof a
flexible,participativeapproachto strategic planningthat is developedfrom the bottomupwardagainst
a visionframeworkestablishedby seniormanagement.The visionframeworkIs importantto ensure
that decentralisedmanagersare pursuinga strategic dimensionto their planning,ratherthan repeating
currentwork planswith differentdescriptors(Hamel and Prahalad,1991).Zahra's work (1991,p282)
on the predictorsof financialoutcomesin terms of corporateentrepreneurshipidentifiedthat strategic
managementpracticesare an importantpartof facilitatingentrepreneurialbehaviourIn the
Organisation.Criticallythis involvesempowermentof various gradesof management.

Planningat too higha level in turbulentand dynamicenvironmentscan lead to too manyunrelated
influencesbeing introducedinto the process,such that the key relationshipsand conclusionsare not
fully understood,Senge(1990).The higherthe level of employeeinvolvementin planning,the higher
the level of entrepreneurialactivitieswithinteams, Baringerand Bluedorn(1999, p442).They also
found that the link betweenstrategicmanagementpracticesand entrepreneurialactivity Is stronger
when the form promotesflexibilityin planning,coupledwith a clear planninghorizonof operationwith a
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focus on the control attributes of the process, namely the strategic and financial constraints that the
form is working to. Slater and Narver's work (1995, p71) concluded that the effectiveness of the
planning system is in its ability to correctly identify key relationships and leverage points and manage
the conflict resolution that is required to create a market orientation. In turn, top management planning
systems will not create a genuine organisation-wide orientation towards the customer, as teams and
individuals will absolve their responsibility for this back up the line of managerial control. The role of
senior management is therefore to focus the decentralised strategic planning process to achieve the
vision established by the top team.

4.5 Market orientation and top team leadership
Marketorientationliteraturedemonstratesthe value of its applicationto publicservices,including
furthereducation,subjectto the benefitsoutweighingthe costs of implementation.The literature
emphasisesthat firms need to redefinetheir rolestowardsservingcustomers,as opposedto providing
servicesthat the firms perceivesits customerswant. This will requirea differentmodusoperandi.
Centralto the developmentof market orientationis the role of leadershipfrom the seniormanagement
teams,the chief executiveand middlemanagers.The consensuswithin the literatureis that a
centralised,directivebureaucracywill not be able to obtain 'bestfit' for customersin anythingother
than the very short term. Similarly,directedpolicybasedon fundingformulaewill not aloneachievethe
policyobjectivesof the state. This literaturereviewhas concentratedso far on cultureand climate.It is
necessaryto look at top team leadershipin terms of the leadershippropositionsput forwardby
Druckerand Casson in chapter2.

The role of the chief executive is critical,as he/sheis the key person for the formulationof the vision
for the organisation.Fullan(1991, p165-166)drawing on NorthAmericanexperiences,observedthat
principalsface a numberof barriersto effectiveperformance.They are:
.

not usuallyhelpedby the centre (the state) in devisingways of dealingwith change,
typicallyreceivingstate policy by meansof circular, directiveor briefing,
rarely have an effective peersupportnetwork,

0

unableto, or do not share, concernswith other internalstaff,
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"

personallyuncomfortablewith leadingstate-demandedchangethat they do not always
understandor agreewith, with no additionalresourcesprovided,or a steer on the
reprioritisationof currentpriorities,and

"

in the middle of existing change processes, often implementing the last set of strategic
change imperatives.

Undoubtedly, the calibre and skill set of principals in the late 1990s are different to those appointed at
the height of the LEA controlled college environment of the 1980s. However, the same political barriers
are still faced by chief executives of both eras and leadership qualities are still very important. In turn,
market orientation literature identifies entrepreneurial leadership as one of the precursors to its
successful implementation.

With complex environments, organisational behaviourists advocate decentralised decision making.
However, in a hostile and volatile environment the organisation needs to consider the need for
centralised decision making to protect itself from the environment, Mintzberg (1983). The state has not
prescribed a unifying managerial system for colleges, preferring to set the overall strategic policy and
leave the operational detail to the periphery, effectively avoiding the 'murky plains of (operational)
detail; Neave (1988, p12). By this method, the state sets the control framework, without accepting the
risk for implementation failure, overcoming the historical problem of being 'subject to subversion' by
local inaction, contrary to its centralised wishes. The centralisation versus decentralisation debate
within organisations has occupied much research attention, and has been extended to further
education. Flynn (1993, p171) codified the propensity of senior staff to impose planning control in
terms of various operational scenarios according to table 4.2.

114

Table 4.2: Planning behaviour in operating environments
Operational Environment
"

Complex Environment

"

ExternalThreats

"

Need for innovation due to

environmentalchanges

Tendency to
Decentralisation
Centralisation
High

Low

Low

High

High

Low

"

Complex and difficult to define

High

Low

"

Consensuson best approachto
problems

High

Low

"

Risk (personal/corporate) associated
with failure

Low

High

The role of top managers is critical to facilitating the development of market orientation, Jaworski and
Kohli (1993, p64). They shape a firm's climate and influence its culture. Almost alone, this group of
mangers has the ability to set new values and challenge old ones. This involves reinforcing the
message to the firm's middle and junior managers that they need to be sensitive and responsive to
market developments. It also requires a degree of risk taking on the part of senior managers. The
corollary of risk taking is a willingness to accept failures in a positive and developmental manner. A
key finding of their work was the importance of interdepartmental relationships.

Naturalbureaucracies(large publicor privatesectorfirms, governmentalagencies,older non-dynamic
firms and heavily regulatedindustries)will form natural introspectiveteamsunlesscheckedby senior
management.Interdepartmentalbickeringreducesmarketorientation,althoughit should be notedthat
therewould always be someform of conflict due to the differingmodusoperandiof teams, (e.g.
betweencreditcontrol and sales regardingextendingcreditto a slow payingdebtor).This aspectof
marketorientation,namely Interdepartmentalconflict,is very pertinentfor FE collegesdue to their
historicalpedigreeof publicserviceprovisionbasedon the supplier'sperspectiveof consumers'
needs,the adoptionof the professionalismparadigmof managementand the absenceof marketbasedreward systemsto motivatestaff. Greenwoodand Hinings(1996)in reviewingthe inhibitorsto
radicalchangewithin organisations,identifiedthe followingthree key themesof resistance.
1. Resistanceis derivedfrom normativeembeddednature of the valuesof an organisationwithin Its
institutionalcontext;e.g. 'once a sixth form college,always a sixth form college'.
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2. Incidence and pace of radical change varies across institutional sectors because of differences in
structure, e.g. agricultural colleges are as a sector less dynamic institutionally than those colleges
at the forefront of information communication technology developments.
3. Propensity to change and the speed at which such change occurs is dependent upon the
institutional organisational dynamics, e. g. college structures that are focused on the
professionalism paradigm vis-ä-vis those on the new managerialism paradigm.
An interesting conclusion from Jaworski and Kohli's work (1993, p65) is that formalisation and
departmentalisation (the adoption of teams with rules and protocols) does not appear to affect market
orientation. However, it would seem that the content of formal rules is a more important determinant of
market orientation. In addition the nature of departmental interaction is important, not the volume of
links to other departments per se.
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4.6 Conclusions for further education
The literature concerning market orientation and leadership expressed in terms of entrepreneurial
endeavour is very important in terms of determining the institution's effectiveness and its long-term
survival. Entrepreneurial leadership and market orientation constructs work at the values and cultural
level of the firm. Therefore, the operational setting of the college is important in terms of its ability to
develop and implement change. As Hoggett comments (1996, p25), college incorporation was
advanced as a method by which colleges could shape their own structures to meet the needs of
clients, whereas it was a vehicle through which local managers are given the doubtful privilege of
performing cutbacks themselves, rather than having them imposed from above as it was In the LEA
days. Entrepreneurial and market orientation literature places an emphasis upon empowerment and
decentralisation, whereas the political nature of public sector introduces political risk to college leaders
in both personal and institutional terms, suggesting a propensity towards centralisation and 'safe'
for the top team to centralise decision
management practices. In such circumstances, the tendency
making results in a decrease in empowerment. This in turn reduces entrepreneurial endeavour and
makes it harder for a market orientation approach to be adopted.

The literaturereviewdemonstratesthat our understandingof the role and impactof entrepreneurship
and market orientationupon businessperformancewithin the

Further Educationsectoris

comparativelylimited.The removalof collegesfrom the bureaucraticand at times politicallymotivated
frameworkof the EvaluationState
planningof the LEAs in 1992 to the target driven planning
for
The developmentof the not for profit
presenteda series of challenges collegesand their managers.
from professionalismto managerialism,combinedwith the
sector,the change in operationalparadigm
rise of the useof performanceIndicatorsto measureeffectivenessand set

improvementtargets,has

their work and, critically,respondto
requiredcollegestaff to reconsiderthe way in which they organise
the needs of their customers.

The work of collegesis complexand privatesector organisationalmodelsare not directlytransferable,
Kennedy(1997).Furthermore,Kennedydeterminedthat unfetteredcompetitionwouldnot result in the
deliveryof social policy imperativesof the state, as they representa complexcombinationof financial
The work of further educationis complex
performance,social policy needsand publicserviceethos.
transaction,but involvesthe desiredattainmentof socialpolicy. Its
as it is not a purely commercial
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outputs are not readily measurable against universally accepted performance measures. In addition,
colleges are not generic organisations forming a homogenous group. Each college is a unique mix of
types of work, operating different methodologies to deliver their work from different start points in terms
of baseline resources expressed in terms of physical and human resources. Colleges also work in
different social and geographical environments. The differences between cities, urban, semi-rural and
rural are acknowledged in the central government formulae when allocating resources to local
authorities and those same social measurement factors (Department of the Environment Indices) are
used by the FEFC for allocating resources for deprivation funding. However, the operating
environment is sufficiently different in most colleges to require managers to localise the resources for
application in their immediate environment and customer group. In conclusion, colleges are a common
group when viewed in aggregate at the sectoral level, but analysis will need to account for their
different orientation towards the customer groups.

Finally,the role of a firm's culturehas been exploredusingSchein'slife-cyclemodel.Succeeding
market orientationstudieshaveattemptedto addressthe implicationsof culturetheorists'work,
typicallyon an empiricalquantitativebasis.As critiquedby Harris and Ogbonna(1999),this approach
is ontologicallyweak. In developingthe thesis,the role of culturewill needto be addressed.Therefore
a qualitativecase studywill be completedafter the empiricalquantitativestudy to explorethe
applicationand limitationsof the findingsat the level of the individualcollege.
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5 Research propositions
5.1 Introduction
This chapter sets out the key constructs and hypotheses to be tested as part of the thesis as initially
developed from the model design in section 1.4. The chapter starts with the observed phenomena that
is being investigated, namely that businesses prima facie, appear to improve their business
performance when they increase their client (market) orientation levels. The importance of
entrepreneurship has been identified as a key antecedent in developing market orientation.
Specifically, the role of entrepreneurial leadership and its potential inhabitation by perceived threats of
the Evaluation State is reviewed. The chapter translates the concepts developed from the literature
review chapters into indicators by clarifying the concepts and developing initial indicators for testing.
Data collection is covered in chapter 6 and indicator evaluation is dealt with in the chapter 7. Chapter 8
reviews the critique of quantitative techniques and extends the methodology to embrace quantitative
interviews.

Chapter5 startswith the developmentof the key dependentand independentvariablesthat drive the
hypothesisedrelationshipsdevelopingthese constructsfrom the earlier literaturereview.The
construct'sbehaviouralcomponentsare proposedto haveequal importanceand are representedby
the model in figure 5.1. The chapterdevelopsby proposingthe hypothesesto be tested;the
componentvariablesare developedfrom the literaturereview.The chapterconcludeswith the
limitationsof scope of the proposedhypotheses,before progressingto quantitativeresearchdesign
methodologyand data analysis.

5.2 Output (dependent variable) constructs
The hypothesishas been developedfrom a seriesof participantobservationsas outlined in chapter1.
The participantobservationshave been developedvia an extensiveliteraturereviewand the
reconciliationof the two supportingbodiesof literatureand its reconciliationwith the cultureand
climateaspectsof the firm. The thesisaims to identifythe antecedentsof successfulbusiness
performancein EnglishFE collegesin terms of market orientationand positiveentrepreneurial
leadership.As this thesis addressesnew researchissues in publicadministration,namely
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entrepreneurship in English FE, the antecedents are developed and reconciled with the underpinning
literature sources explored in chapters 2,3 and 4.

The key challenge is to define the business success criteria for not for profit organisations. For the
purpose of this thesis, business success is expressed in terms of its scope for long-term survival
without unduly compromising the achievement of the mission (Kotler and Andreasen 1991). Drucker
(1989, p89) proposed that not for profits do not base their strategy on money per se, focusing instead
on the performance of their mission. Typically two evaluation criteria are proposed by the literature for
non-profits, efficiency and effectiveness (Lamb and Crompton 1990, p174). However, the
measurement of goal success can be abstract being characterised by ambiguity and the difficulty of
defining an objective measure of success (McGill and Wooten 1975, p442). Casson (1992) and
Drucker (1989) concur that the promotion of not for profit firm's goals and mission is best served within
a financially stable environment. This stable environment is expressed in terms of the institution's
ability to generate sufficient resources to meet its mission.

The literature review has proposed a series of constructs that conceptually have a direct relationship

with effectivebusinessperformancefor EnglishFE colleges.
1. Essentially,collegesneed to generatesufficientlevels of businessto cover their operating
costs. Such costs includedeliverycosts and, critically,create investmentresourcesfor
new physicalfacilitiesand product/clientdevelopment.
2. With the harmonisationof the productqualityby nationalstandardsetting (e.g. Quality
CurriculumAgency)and the progressiveestablishmentof pricenorms by the DfEEvia the
fundingagencies,collegescan effectivelyonly competevia servicedifferentials.These
differentialsare measuredin terms of the timing,locationand customerorientationto
generateperceivedsuperiorcustomervalue.Successfulcollegeswill pay attentionto
internalcustomermarket orientationfactors, an historicweaknessof publicsector bodies
vis-ä-vis profit makingbodies. Conversely,weaker collegeswill be thosethat havea
poorly developedentrepreneurialculture,with a low-levelof market orientationthat
deliverspoor customersatisfaction.To attract studentsin a consistentand resource
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efficient manner, colleges need to be effective in both attracting students and then
delivering the product in a cost effective and cash positive manner.
3. All businesses need to operate with an ultimately positive cash flow. With this definition,
the creation of sufficient trading volumes in itself is not an adequate measure of success.
The trading volumes generated need to be both cash positive in their delivery and be cash
positive after allowing investment funds for fixed asset replacement and new prod uct/client
development (i.e. allow for intangible asset development). In the short term, a firm can be
cash negative, using external financing to support its operations, but ultimately, it must
generate sufficient cash to service that debt financing and asset investment. The definition
of long run varies by individual sector and institution. For some industrial sectors, it can be
a matter of months (e.g. travel companies and e-commerce firms) or years (e.g.
aerospace industries or chemical manufacturing), as well as being a function of the firm's
size. For further education colleges typically this could be a matter of two to three
academic years, but it could also be considerably shorter if the college has no cash
reserves to start with or longer if it had a cash reserve to delay the impact of poor trading.
Therefore cash generation is important and poor cash flow and failing performance, If
uncorrected, will ultimately result in the college's insolvency.

On this basis,the dependentvariablesare definedas the abilityto generatelong-termtradingvolumes
via innovativeand adoptivepoliciesthat in turn resultin the generationof adequatecash flow to allow
the collegeto meet its mission,howeverdefined.To achievethis the publicsector FE Collegemust
sharethe followingoperatingcharacteristicsof a privatesectorfirm.
be able to generateadequatetrading volumesto covertheir operatingfixed cost base in
the short to mediumterm as ultimatelyall fixed costs are variable in the longterm,
.

innovateand adapt to sustaintradingvolumesby introducingnew productsand/or work
with new clients,

"

be cash positivein the long term,

"

have good qualityproducts.
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In conclusion, to overcome the difficulties of defining output success criteria, the dependent (output)
variable is defined in terms of the not for profit colleges' ability to survive in the long term as
independent corporations, thereby meeting their mission.

5.3 Antecedent (independent variable) constructs
From the literature, the two driving constructs that influence business performance in private and not
for profit (public) firms are entrepreneurial leadership (by individuals and teams) and enhanced market
orientation vis-ä-vis competitors. As identified from the literature review, the focal constructs,
entrepreneurial leadership, positive market orientation and the external regulatory environment are
those that must be addressed if the college is to be an effective and independent institution in the long
run. It is proposed that superior business performance will occur where:

.

the collegehas entrepreneurialleadership,a necessaryprecursorto changein a public
sector firm as proposed by Drucker (1985) and Casson (1990 and 1992),

9

the collegeembracesa positive marketorientationas proposedby Kohli and Jaworski
(1990),Narverand Slater(1990)and Siu and Wilson (1998),
the College'sleadershipis not adverselyaffectedare affectedby the external
environment,which is the college'sabilityto implementnationalpolicyat the local level as
constrainedby eligibilityissuesand the collegeleader'sperceptionof the personalrisk of
being innovativein a highlyregulatedand inspectedoperatingenvironment,as proposed
by Drucker(1985)and Siu and Wilson(1998).

The conceptualresearchframeworkis expressedin the followingtheoreticalmodelin figure 5.1.
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Figure 5.1: Theoretical model of the antecedents of business performance in a further
education college
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The next step is to develop the hypotheses and the underpinning model, incorporating the
relationships among the three constructs and their antecedents, which are defined as the model is
developed.

5.4 Key hypotheses
The survival and success of colleges is becoming increasingly dependent on their success in meeting
government targets. These targets are often set in qualitative terms as well as in quantitative volumes
of learners. Both types of target ultimately have their goals expressed in cash terms. To meet those
targets successfully, college governors and managers will need to provide entrepreneurial leadership
and generate a positive market orientation for the college. I hypothesise that market orientation and
entrepreneurial leadership are one-dimensional constructs consisting of four and five behavioural
components respectively, and that each component can be measured reliably with a multi-item scale.
The constructs are one-dimensional as I hypothesise that the behavioural components are closely
related, in common with the literature review and the findings of earlier studies. In order to test each of
the pathways in the model a number of cross-sectional hypotheses are developed.

5.4.1 Hypotheses relating to business performance
The fundamentalhypothesisof the thesisis the demonstrationthat there is a positiverelationship
betweenbusinessperformanceand a positivemarketorientationand entrepreneurialleadershipin
EnglishFE colleges.As proposedby Kohliand Jaworski(1990),Naiver and Slater(1990)and Siu and
Wilson(1998)the adoptionof a marketorientationwill improvebusinessperformanceas will
entrepreneurialleadershipas advocatedby Casson(1990 and 1992)and Drucker(1985),therefore:

HI

Collegeswith higher levelsof entrepreneurialleadershipand a more positivemarket
orientationwith lower levelsof risk adversitywill have superiorbusinessperformance.

5.4.2 Hypotheses relating to market orientation
Naiver and Slater (1990)conceptualisedthat the relativesize and relativedeliverycosts of a firm Is a
controlfactor on the Implementationof a market orientation.Firm size is perceivedas an Inhibitorto
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performance due to extended lines of communication and the inherent bureaucracy issues attendant
to larger organisations. In contrast, lower cost structures are indicative of a lower cost business model
that will be able to respond cost effectively and hence profitably to new business opportunities,

therefore:
H2

Larger colleges have a lower market orientation than smaller colleges.

H3

Collegeswith a superiorcost differentialhave a superiormarket orientation.

Furthermore, Narver and Slater (1990) conceptualised that the nature of a firm's market will have an
impact on the firm's willingness to adopt a market orientation, therefore:

H4

Specialistproductcolleges(art & design and agriculturalcolleges)will havea lower
marketorientationthan generalFE collegesand sixth form collegesdue to the greater
productstabilityin the sub population.

H5

Sixth form collegeswill havea higher marketorientationthan generalFE collegesdue
to their homogenous client group.

As found by the NationalAudit Officestudy (2000),the geographicallocationof generalFE collegesis
in an importantfactor, with city/urbanenvironmentsbeingmorecompetitivedue to greaterproximityof
competitorsand the more concentratednatureof consumerswith superiorand cheaptransport
infrastructures.As proposedby McDonald(1992),a crowded marketplacerequiresa firm to develop
competitivedifferentiationso as to survive.On the propositionthat city and urbanenvironmentshave
greatermobilityof the customersand a greaterconcentrationof providers,it is hypothesisedthat:
H6

GeneralFE and sixth form collegesin city/urbanareas havea higherlevel of market
orientationand entrepreneurialleadershipthan thosecollegesoperatingin small-town
and ruralenvironments.

As identifiedby Narverand Slater(1990)and Deng and Dart(1994),external marketfactors influence
the firm's responsivenessto market signals.As the State has prioritisedsocial exclusionas a priority
policyarea in the period 1998-2001for new fundingin FE, it is proposedthat:
H7

GeneralFE and sixth form collegesthat serve clientsin areas with higher levelsof
social deprivationhavea higher marketorientationthan those collegesservingclients
with relativelylower levelsof socialdeprivation.
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Specialist colleges are excluded from the above hypotheses as the main constituent of the group (67%
by number), agricultural colleges are in rural locations with relatively low deprivation scores.

5.4.3 Hypotheses relating to leadership issues
As proposed by Hambrick (1995) and Weirsema and Bantel (1992), top management teams that have
lower levels of staff turnover tend to atrophy in their entrepreuralism and undertake less strategic
change, therefore:

He

Collegeswith relativelylowerseniorstaff turnoverprovidelowerlevelsof
entrepreneurialleadership.

H9

Principals that were appointed prior to the Incorporation of colleges (pre-1992) are
more risk adverse and have lower levels of entrepreneurial leadership than their peers
appointed post incorporation.

As proposedby Casson(1982, p36)and Bhide(1994, p160),the biographicaltraitsof the individual
are not moderatorsof the strengthof entrepreneurialleadership,as this is the subjectof other innate
qualities,not genderor education,therefore:
Hio

Principalsthat comefrom a traditionalcurriculumbackgroundare no more
entrepreneurialthan thosefrom other backgrounds.

H

Gender,age, educationalbackgroundand the Principal'slast job are not relevantfor
the determinationof entrepreneurialleadership.

These hypothesesare tested in section7.4 of the analysischapter.

5.5 Antecedents to entrepreneurial leadership
Entrepreneurialleadershiphas alreadybeen identifiedfrom the literatureas being a prerequisitefor
changewithin an organisation.For the furthereducationcollege,the change in operationalethosof
the serviceawayfrom the historicalprofessionalismparadigmtowards the managerialismparadigm
has had a fundamentalimpact on the sector.The removalof the safety net of the Local Education
AuthorityIn 1992 has resultedIn collegemanagersand governorsbecomingmore directiveof the
college'sfuture.The adoptionof the new managerialismin publicserviceswas initiallyaccompanied
by a hardeningof senior managementapproachto the traditionallyunionisedworkforce.In the FE
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sector, the removal of the political influence of the LEA from colleges' boards and the DfEE's refusal to
create a national pay bargaining unit for the sector, resulted in the piecemeal deconstruction of
lecturer's national contract terms and conditions. By the late 1990s the focus of power between
management and unions had changed in favour of management in the majority of colleges. In this
respect, the state had permanently dismantled the power base of FE lecturers, a target goal for the
central state. Avis (1998, p254) commented that the development of the post Fordism approach to the
post-16 agenda is based on a strong continuity of policy by the central state, following the election of
the Labour Government in 1997.

The post Fordist approach has the state setting the strategic agenda and identifying the sectors that
are to be supported. The Regional Development Agencies and the Learning and Skills Council are
implementing this policy on behalf of the centre. Avis (p257) concludes that class conflict is

increasinglyseen as outmoded.Economicsbasedon conflictsof interestare seen as belongingto an
earlier stageof capitaldevelopment.As the market competitionglobalises,nationstates need to
modernisetheir approachesto workforcedevelopmentfrom a low skills and low trust environmentto a
high skills and high trust environment.

5.5.1 Entrepreneurial leadership
The changein the raisond'8tre of the FE sectorhas been accompaniedby a desiredchangein
operationalemphasisawayfrom gettingresults by close controlof the workforcetowardsan
environmentof coaching,supportingand empowerment,a constructalreadyadoptedin parts of the
privatesector(Gretton 1996, p21).As advocatedby Drucker(1985)and Casson(1992),
entrepreneurialtraits are applicableto management,irrespectiveof the profit motive of the firm in
whichthe managerworks. In developinga marketorientation,Webster(1988, p37) contendsthat
seniormanagementare uniquelyresponsiblefor the values and beliefsof the firm. The UK's Investors
in reopie standardand total qualitymanagementliterature(Oakland,1990),supportthis contention.
Levitt(1969, p244) proposesthat the chief executivemustactively communicatetheir commitmentto
the marketingconceptby leadershipacts. By their example,others will get the signalto follow.Without
clear signals,performanceby others will at best be confused and at worst, counterproductiveto
achievingthe organisation'sgoals. It is importantto differentiatebetweenthe actionsof leadershipand
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management in developing the hypotheses that underpin the construct of entrepreneurial leadership,
as the two are not synonymous per se, Mullins (1996, p247).

Historically educational professionals rather than business managers have led colleges. Bush (1995,
p11) commented that college principals were typically promoted teachers and, as a group, perceived
themselves as leading academics rather than chief executive officers of multi-million pound
organisations. This management approach was a valid construct in the era when the responsibility for
employment, the hire and fire decision, together with resourcing issues rested with the LEA. With the
adoption of the new managerialism in the 1990s, principals' have had to review this modus operandi,
as the role of chief executive and leading professional do not sit easily side by side. Leadership and
management are not automatically synonymous, and in this respect the construct focuses on

leadership,namelythe motivationalelementsof the organisation'soperations,not the managerial
competencyto executework plans.Zaleznik(1977, p72) exploredthe differencesbetween
managementand leadershipin terms of approachto goals and colleagues,listedin table 5.1.
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Table 5.1: The Differences in Attitude and Relations With Others - Management vs. Leadership
Management
Principle
Leadership

Impersonalor passiveattitude Personaland activeattitude

Goals
Conceptions of work

towards goals

towards goals

Co-ordinatesand respondsto
conflictsin value systems

Createsexcitementin work
and developschoicesto

between team workers

Relationships with others

Development

Low level of emotional

workers

Empathywith others and

involvement

place attention to what events
and actions mean

Conservatorsand regulators

Work in, but do not belongto

with whichthey identify

seeksopportunitiesfor
change

of the existing state of affairs

their organisation per se, but

Mullins(p249)commentsthat in practice,it is difficultto separatemanagementand leadershipas
typicallymodernmanagershaveto display both forms of working.For professionalenvironments,
leadershipis often basedon sapientialauthority,namelythe use of wisdom, personalknowledge,
reputationor expertise,ratherthanjob title and positionin the hierarchy.Drucker(1988)and Casson
(1990 and 1992) advocatedthe needfor the leader to innovate,enthuseand driveforward an
organisation;thereforethe first propositionis that collegesare:
Pol

led by innovativeand entrepreneurialindividualsand/ortop teams that promote
innovation,risk taking,rapid adaptationand experimentationover the traditional
valuesof good administration,bureaucracyand conservatism.

5.5.2 Environmental awareness
It should be noted that no one style of leadershipis superiorper se. The appropriatenessof the style is
dependentupon the characteristicsof the individualand the organisationthey work in, togetherwith
the operatingenvironmentthey collectivelywork within (Schein,1992).The environment,the
organisation'svalue systemand resourceconstraintsare importantissuesfor entrepreneursto
address.In a directedenvironmentsuch as the provisionof publicfurthereducation,entrepreneursare
given a set of resourcesand are rarely ableto act as significantmarketmakerswithoutthe agreement
of the centre. Austin (1979)found that individualsconditionedto expect inequitablesituationsare less
outragedwhen inequalitiesoccur.Within furthereducation,the environmentis often politicaland the
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applicationof state policycan resultin unusualconsequencesfor the localisedworkingenvironmentof
the individual college.

Effectively the environment establishes opportunities for entrepreneurs to take up. Thompson's work
(1999, p294) on the issues of environment, values and resources concluded that entrepreneurial
managers must view the environment as a source of opportunities and threats, and that resources
constitute strengths and weaknesses that either match or fail to match the environmental needs of the
firm. Thompson concluded that entrepreneurship is a process that is essential to establish winning
strategies and is applicable to all types of organisations. Therefore the second proposition is that
entrepreneurs:

Pee

display awarenessof their operatingenvironmentand the opportunitiesthat are
offeredby it, ratherthan just beingawareof the problemsthat the environment
creates.

5.5.3 Clarity of goals
Casson(1982, p331) in developingthe constructof the entrepreneurialfirm, states that the firm has an
These
elaboratenetworkof contacts,which enablesit to identifyand makejudgmentaldecisions.
decisionsconcernthe spottingand interpretationof potentialnew activitiesand hencethis requires
systemsto screenthese ideasquickly and effectively.To achievethis, it is importantthat goals are
expressedclearlyas objectives,strategiesand organisationalgoals (Heller 1994, p45). Drucker
(1989, p59) identifiedthe fallacy of followinga singlegoal,especiallyin not for profit organisations.
Indeedthe pursuitof a singlegoal could be considereda naive objectiveas, with few exceptions,nonprofitorganisationsdo not havesufficientresourcesto pursueone specificgoalto its conclusion,as
there are competingdemandsplaced upon It. Tilles (1969)suggestedthat withoutan explicit
statementof strategy,it becomesprogressivelydifficultto expandthe organisationand reconcilecoordinatedactionwith entrepreneurialeffort.Without clarity,the firm's employeeswill Interpretthe goals
for
as best they can. In turn, It is difficult managersto subsequentlymodify patternsof behaviourthat
developas a result,a scenariothat Is at the heart of the critiqueof publicsector enterprises,namely
conservativebehaviourthat follows historicallytried and tested patternsof work. With respectto the
construct,clarityof mission needsto be expressedas two precursors,namelyclarityof missionand
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the generation of relevant actions to meet the mission of the college. Therefore, the need to set clear
goals requires entrepreneurial leaders to:
Pe31

express the mission in clear and concise language that is understood by key delivery
managers in the form of qualitative and quantitative measures of output.

Pe3b

the goals need to be expressed as outcomes, not programmes of activity, and they
are complemented by a measurement system that identifies non-delivery of outcomes
as a signal of adverse reaction by the market that requires correction, not blame
apportionment.

In conclusion, the three propositions make up the entrepreneurial leadership construct of the
hypothesis.

5.6 Antecedents to market orientation
The key literatureunderpinningthe marketorientationconstructis the work of Kohl!and Jaworski
(1990)and the learningorganisationwork of Naiver and Slater(1995).Marketorientation,learning
orientation,innovativenessand innovativecapacityare organisationalpropertiesthat affect the
innovationprocesswithin FE colleges.Collegeswith a greatercapacityto innovateare more
successfulin respondingto their environmentsand in developingnew responsesto the demands
placedupon by their fundingagenciesand customers.This leadsto the developmentof competitive
advantageand betterperformance. Four antecedentsor dependentvariablesdefinethe market
orientationconstruct:the three propositionsmade by Kohli and Jaworski(1990)and the fourthvariable
beingan inclusiveorganisationalapproachto market orientation,ratherthan the occupationof a select
few people,with a cultureof facilitativeleadership.Eachpropositionis consideredin turn with respect
to the UK further educationenvironment.

5.6.1 Intelligence generation
The first propositionfor the constructis concernedwith intelligencegeneration.The generationof
intelligenceis applicableto all firms in all industries.For an entrepreneurto function effectively,they
must haveaccess to good market intelligence.Mintzberg(1989,p22) identifiedthat the manager's
effectivenessis significantlyinfluencedby their own insightinto their ownwork. Withoutthe generation
and interpretationof environmentalinformation,the insightwill be severelylimited.
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This knowledge collation includes awareness of the political operating environment of the sector.
Customer product needs are only a component of the demand side, as in the UK the majority of the
cost is borne by the state via various funding initiatives. Therefore colleges need to be aware of both
what customers want and what the state is prepared to fund. The development of decentralised
decision making within FE colleges is well advanced; therefore many managers make decisions
regarding the delivery of product to customers without the explicit support of the centralised college's
functions. Therefore as decision making in terms of product delivery is not centralised, it follows that
the use of market intelligence is not simply a purely centralised function. Hence the knowledge
generation of local delivery teams is important within a FE college, as it will affect end users'
perception of reliability of market signal detection by any centralised team. Therefore a college that
has a positive market orientation towards its customer needs:

Pm,

generates,collatesand interpretsmarket intelligenceabout the operatingenvironment
in its broadestsensefor the furthereducationcollege.

5.6.2 Intelligence dissemination
Disseminationacrossfunctionalboundariesis important,given the historicalcontextof college
managementtendingtowards administrativeratherthan innovativeparadigmsof management.Stohl
and Redding(1987, p498) identifiedthat disseminationof marketinginformationcould be either formal
or informaland is describedas verifiableor spontaneous.The formal, verifiablemethodis via written
documentationor seminardeliverywherethe recipientattendsa briefing.Informalor spontaneous
refersto the deliveryof informationahead of term via non-structureddocumentationor Informal
briefingsessions.Typicallythis could be a discussionin a corridoror a reviewof uncompletedbriefing
papersby the recipient.The reliabilityof such Informationfrom the receiver'sview is also important.
O'Reilly(1982,p768) commentedthat the user's perceptionof the accuracyand relevanceof the
marketinformationhas an Impacton the end user'sadoptionand actionupon the Information
received.Poorly perceivedinformationwill havelimiteduse, hence relevanceand timelinessare
importantcriteriafor end users. Maltz and Kohll (1996,p54) found that the more receiversobtain
formal, regularand relevantinformation,the morelikely they are to accept such Informationas
pertinentto their needsand be preparedto accept the informationas beingmateriallyaccurate.They
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also foundthat the more dynamicthe market,the morefocusedthe disseminatedinformationhas to
be for the end user to accept and use it.

Managers receive a lot of information from inside and outside the FE college from a plethora of
agencies and co-workers. Fiske and Taylor (1991, p13), writing about American private sector
companies, observed that due to the excess of information, end users are likely to be 'cognitive
misers', placing a lower level of importance to infrequent information supplied by the internal marketing
manager. This is in part due to the substitution of alternative information sources to fill the gap in the
internal dissemination function and due to the end user's lack of experience in decoding the
phraseology of the internal information provider. Maltz and Kohli's (1996, p57) fieldwork demonstrated
that there was an inverted bell shape relationship between dissemination formality and perceived
intelligence quality by end users. They concluded that an equal mix of formal and informal
communications appeared to be optimal for the maximisation of market intelligence dissemination
across all functions. They also concluded that formal channels had a higher cognitive value due to the
verifiability of the information. Therefore, the proposition is that a college generates a positive market
orientation by:

Pms

disseminatingmarketinformationin a timely,relevantand systematicmanneracross
the organisationto the appropriatelevelsto supportentrepreneurialdecision-making.

5.6.3 Responsiveness
Responsivenessis definedas the actionstaken In responseto the market intelligencegeneratedand
disseminatedby the organisation.Kohliand Jaworski(1990,p6) observedthat the appropriateunitof
analysiswas the firm's differentbusinessunits,as theywere likelyto be orientatedto different
degrees.For the purposeof this study, the whole collegeIs lookedat, on the basisthat senior
managementand governorswill reviewthe entire college'sperformanceat the consolidatedlevel visA-visits long-termsurvivalindicatorsof businessvolumegeneration,productinnovationand cash
generation.

For the publicfunded sector, thereare two customers,consumersand funderswho are typically
differentgroups.The expectationof the two customersmay not always agree.Kennedy(1997)stated
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that widening (educational) participation amongst the middle classes and larger employers was not the
policy intention of the state during the early 1990s. However, the general allocative formulae used by
the FEFC to implement the DfEE's policy provided the operational steer for colleges to reduce their
unit cost of production via expansion by any (legal) means. It did not prescribe how that expansion
should occur. Successive Secretaries of State have deemed that the private purse will pay a
contribution towards the cost of delivery. However, consumers, both individuals and corporate, signal
to colleges that they will only consume if courses are free or heavily discounted. The allocative
mechanisms of the late 1990s incorporated targeting of state funds towards certain client groups.
Therefore colleges need to consider the needs of both consumers and the funders when determining
how they will respond to market signals.

Responsivenesscan also be expressedin terms of the firm's abilityto innovatein the light of new
market information.The capacityto innovateis the firm's ability to accept new ideasand operationalise
them, that is to be innovativein responseto new needsplacedbeforeit (Burnsand Stalker,1961).
Cohenand Levinthal(1990, p149)calledthe innovativecapacityof the firm its absorptivecapacity,its
ability to create and absorb new innovativeresponsesmade on its operatingcapacity.Firmsthat have
a greatercapacityto innovateare able to create competitiveadvantage.As arguedearlier by Drucker
(1995),non-profitfirms havecompetingdemandsplacedupon their resourcesand find it difficult
politicallyto removesuch activitiesfrom their portfolioof work. The historicalprecedentfor suchfirms
is to continuewith their existingactivities,whilst seekingto developthe new activities.Drucker
advocatesthat the non-profitfirm needsto be ableto differentiatebetweennew ideasand redundant
ideas.This requiresentrepreneurialleadershipand the politicalwill to see throughthe implementation
of the businessdecision.

Hurleyand Hult (1998, p52)found that peopleworking in a market orientatednon-profitorganisation
think about,talk about and act in ways that respondto the externalenvironment.They commentedthat
this market orientationprovidedthe organisationwith a sourceof new ideas and the motivationto
respondto the changingenvironmentalneedsof their customers,howeverdefined.Therefore,the
propositionsare that a collegegeneratesa positivemarketorientationby:
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Pmf,

displayingan innovativeresponsivenessto the needsof consumingcustomers,and

Pmeb displayingan innovativeresponsivenessto new governmentfundinginitiatives.

5.6.4 Inclusive approach
Naiver and Slater (1990, p27) commented that staff within firms might articulate the firm's mission in
words that are different to that of senior management, e.g. we are in the business of providing
education, rather than we are in the business of identifying and satisfying buyers' needs. Weiner et al
(1971) observed that self-serving rational bureaucracies tend to attribute success to their own efforts
and failures to external forces beyond their own control. The challenge for management and leaders in
particular is to get 'front line staff' to perceive themselves as part of the market orientation approach to
meeting customer needs. Therefore, certain business policies may be required to reinforce internal
orientation to delivering sustainable competitive advantage and a positive market orientation.
Therefore, the proposition is that a college generates a positive market orientation by:

Pm,

adoptinga whole collegeapproachto market orientation,ratherthan the work being
the occupationof a selectfew people.The collegepays attentionto internalmarket
orientationissueswith a cultureof facilitativeleadership.

In conclusion,the four propositionsmakeup the marketorientationconstructof the hypothesis.

5.7 Antecedents to external environmental moderator
The externalenvironmentis identifiedas a discrete moderatinginfluenceon the businessperformance
of the college.Entrepreneurialleadershipand market orientationboth includesubsetsof the
environment,but they both work on the basisof relativelyfree markets.The entrepreneurialconstruct
centreson awarenessof the operatingenvironment(Pe2)and the market orientationconstructcentres
on innovativeresponsivenessto new governmentinitiatives.The ExternalEnvironmentfactor (X) goes
furtheras furthereducationcollegesactuallywork in a regulatedenvironmentand like the Post Office
cited earlier, the orientationof the manageris subjectto the 'political'orientationof the state.
Specificallytwo factors are identified,namely:
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1. the down side risk of adoptinga newstrategyand the repercussionsfor gettingit wrong.
2. the inability to operationally implement the state's plans due to the absence of local factors
to allow the orientation to occur, e.g. an agricultural college not being able to draw down
sixth form funding etc.
The National Audit Office (2000, p1-2) reviewed the antecedents to colleges with poor financial health
and they concluded that:
1. some external factors play a significant role in determining whether a college is in good
financial health, namely type of college, types of student and start point at incorporation in
1992.
2. the way in which a college is managed and governed influences the financial viability of

colleges.
As the NAO is an independentbodythat is able to objectivelycriticisepoliticiansand the quangosthat
operatethe publicservices,their work providesa useful referencepointfor the framingof the external
environmentmoderator.Their reportalso providesusefulevidenceto supportthe importanceof
entrepreneurialleadershipand the natureof the institution.

5.7.1 Personal risk taking
A key trait identifiedfrom the entrepreneurialliteratureis the willingnessto take risks and providea risk
takingculture withinteams to promoteadaptationand innovation.Casson(1982, p25) concludedthat
entrepreneursare motivatedby self-interestand they will work in an entrepreneurialmannerfor as
long as they perceivethat the rewardsoutweighthe risks. Cooperand Artz (1993,p229)found that
individualswho promoteentrepreneurialstrategyfor non-economicreasons(i.e. not personalfiscal
gain), are morelikely to be personallysatisfiedin their work. In addition,they found that such
individualsare more likely to stay with marginalventuresand are less likely to close them down. As
identifiedearlier, peoplewho work in the publicsectordo so for a plethoraof reasons,but a key factor
is their perceptionof personalrisk.
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There are many theories of work-based motivation, but essentially they all share similar conclusions.
Therefore I have used one of the original proponents of motivation theory, Maslow as modified by
Alderfer. Maslow's hierarchy of needs provides a usefu I classification for the motivation of individuals
at work. Steers and Porter (1991, p35) mapped the rewards and organisational factors against the
hierarchy as follows:

Table 5.2: Applying Maslow's need hierarchy
Needs Levels

General Rewards

Organisational Factors

I Physiological

Food, water, sleep etc

"

Pay

"

Workingconditions

"
"
"
"

Safe workingenvironment
Companybenefits
Job security
Cohesivework group

2 Safety

Safety,security,stability

3 Social

Love,affection,belonging

4 Esteem

5 Self-actualisation

Self-esteem,self-respect,
prestige,status

Growth, advancement,
creativity

"

Friendly supervision

"
"
"
"

Professionalethos
Socialrecognition
Job title
High statusjob

"

Feedback from the job itself

"
"
"

Challengingjob
Opportunitiesfor creativity
Achievementin work
Advancementin the firm

Aiderfer(1972)who expressedneedsas havingthree dimensionsmodifiedMaslow'shierarchyof
ERGtheory
needs into the followingdimensions,existence,relatednessand growth (ERG).Alderfer's
concurredwith Maslowthat an individualprogressesthroughthe hierarchy,but critically,he proposed
that it was a continuumratherthan mutuallyexclusivecategoriesof existence.Individualsdid not have
to satisfy one level before movingto the nextlevel.The modelis representedin table 5.3 as follows:
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Table 5.3: Alderfer's and Maslow's motivation theories compared
Maslow's hierarchy of needs
1 Physiological

Alderfer's ERG theory

Existence
2 Safety

3 Social

Relatedness

4 Esteem

5 Self-actualisation

Growth

With the ex-post review of Halton College by the FEFC and Bilston College by the National Audit
Office giving a damning indictment of the governance and management of colleges, the perceived
personal risk in terms of penalties has increased in the sector. The corollary is that principals and the
teams they lead will be more cautious. Casson (1992) argued that mistakes do occur and such events
act as learning points in the learning environment. Such learning environments however need to use
the reward system in a positive manner, not as a pejorative method of controlling staff. The Lord Nolan
principles concerning standards in public life reminded public sector leaders that they led publicly
accountable institutions that used the best practice of the public and private sectors. Using the ERG
model proposed by Alderfer, the model requires one or more basic set of needs. Hence, if a leader's
needs are blocked at one level, then they will be motivated if a higher level of needs are supported,
e.g. if pay is capped, then social recognition and achievement at work may become a motivating
driver. The corollary is that if basic needs are threatened, e. g. job security, then higher level needs
may not be enough to remotivate the individual, creating a frustration-induced behaviour in their
performance. Mullins (1996, p512) suggests that such circumstances will result in frustration being
fixation and withdrawal.
expressed as aggression, regression,

In changeprogrammes,the fear of the unknownis only moderatedto a reasonablelevel when there is
a positiveenvironmentthat communicatesa non-pejorativeresponseto failure. FE culture has
historicallybeen basedon the bureaucraticorganisationalmodeland leaders and teamsof such
organisationstend to find securityin tried and tested solutions(Burnes,1992).With the numberof high
profilefailures in 1999 Involvingthe dismissalof the collegeprincipal(e.g. Halton,Bliston,Wirral,
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Matthew Bolton, Calderdale, Isle of Wight), the exposure of the principal to personal risk, i.e. dismissal,
is very high. In conclusion, there is a fine line in the difference between innovative iconoclastic
behaviour and innovative but maverick behaviour. The chief executive (principal) sets the operational
tone for other managers and teams in the firm. Therefore the principal's perception of personal risk is
an important moderator in the degree of entrepreneurial uptake in the organisation. The subhypothesis is that the entrepreneur:

PXe

is adverselyaffectedby the perceivedrisk of beinginnovativein a highlyregulated
and inspected operating environment.

5.7.2 Ability to implement state policy
Unit cost reductionprogrammesstarted by the Conservativeadministrationin 1992were continuedby
the new Labouradministrationof 1997,albeit at a slower rate of reductionthan previouslyset. In itself,
this cost reductionprogrammewould not necessarilybe a problemfor the majorityof collegesif they
were able to expandtheir volumesof work, therebytheir marginalrevenuegainsfrom expansion
wouldkeep ahead of the marginalunitcost reductionper total unit of funding. Howevertwo limiting
factors were imposed,namelythe effectiveremovalof franchising(the abilityto sub contractat a low
rate and keep the 'profit element'to cross subsidisecore/organicbusiness)and the targetingof new
growth moniesfor specificclientgroups to the exclusionof others. Not all collegeswere eligiblefor
adequatevolumesof growth moniespost 1997/98.

To managein any politicalenvironment,it is importantfor managersto understandthe needsof the
ruling group by mappingthe local and nationalpowerstructures,Kotler(1992, p47).Kotlercomments
that the traditionalmarketingapproachthat soughtto differentiatebetweenenvironmental(i.e.
uncontrollable)and controllablevariablesis now blurring.Due to the rise of lobbying,many
environmentalfactorscan be influenced(Zeithamland Zeithaml,1984)but only so far.
Competitivenesstheory is typicallythat an individualfirm cannotchangethe regulatoryenvironment
and that anti-competitivelegislationexists to deter cartelsand other anti-competitivemeasuresby
groupsof firms. However,in regulatedindustriessuch as furthereducation,end providersdo havethe
abilityto influencetheir local environment.The White Paper,Learningto Succeed,(1999,p2) actually
encourageslocal partnershipsto determinethe nature of demandmanagementon the locallsedarea
139

of operation. The FE sector is a generic label for a range of different types of colleges. In the 19921997 period this differential was essentially irrelevant from a funding perspective as the FEFC funded
growth irrespective of the social policy make up of the recruited learners. Kennedy (1997) commented
that this growth did not mirror the policy imperatives of the State (DfEE). From 1998 onwards, growth
monies were targeted at specific client groups. Therefore colleges would only be able to receive
significant growth monies for these client groups. An absence of relevant clients resulted in marginal
growth allocations from the central allocation budget formulae and the college finds itself 'out of step'
with mainstream policy orientation of the state, a scenario that it can not control per se. This factor,
coupled with the continued squeeze on the average level of funding per learner causes 'out of step'
local
colleges significant problems. The change in franchise payment policy and the development of
catchment areas, which resulted in a useful method of managing the reduction in core budget funding,
was being closed. Colleges dependent on franchising operations to cross-subsidise their core
operations no longer enjoyed this benefit. In conclusion, the local factors that inhibit a college to
actively orientate its operations in line with state policy are an important moderator on business
performance. Therefore the construct is that the entrepreneur:

Px9

paysattentionto the developmentof governmentpolicyand is able to includestate
policy into college action plans.

The two propositionsmakeup the externalenvironmentmoderatorconstructof the hypothesis.
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5.8 Dependent outcomes from the model's antecedents
The focus of this research is the multiplier effect of market orientation and entrepreneurial leadership
on a college's business performance. A range of measures, especially in the not for profit firm can
define an organisation's performance. Walker and Ruekert (1987) commented that no individual
business approach would have a uniform impact on business performance. Earlier studies of market
orientation have relied upon traditional accounting based performance measures and have been used
on profit orientated firms. The use of such measures have been criticised in the literature (Montgomery
and Wilson, 1986), especially with regards to their adaptation to the not-for profit sector. Kotler and
Andreasen (1991) adapted the commercial firm's objective of creating profits for the non-profit sector
as the desire to survive with the objective of generating adequate revenues to meet long-term goals.
This thesis is based around the constructs that entrepreneurial leadership coupled with a positive
market orientation has a positive effect on college business performance. The definition of college
business performance is based on describing the outcomes of the process of the modern FE college.
As already proposed, successful business performance in FE colleges can be expressed as their
scope for long-term survival. In common with private sector firms, a modern FE college must, over the
long run:

generateadequatetrading volumesto cover their fixed cost base,
innovateand adapt to sustaintradingvolumesby introducingnew productsto meet the
change in client and/orgovernmentdemand,
be cash positive,
to generatequalityproductoutcomesthat meetthe expectationsof the state, typicallygood
qualityteachingand learning.
Within the currentenvironment,a two to threeyear time periodwill be sufficientto measurethe
effectivenessof a collegeas definedby the four proposedmeasuresof survivability.A collegemay not
necessarilyfail within this time frame, but a changein its performanceshould be measurable.
Comparablestudiesof marketorientationhave relied upon subjectiveself-assessmentof performance
by respondents.Dess and Robinson(1984)have concludedthat such subjectiveself-assessmentsare
(i. Independentto the respondent)measuresare not obtainable.
appropriatefor use when objective e.
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The FEFC Chief Inspector (FEFC 2000a) commented that colleges systematically overestimated
business performance as defined by teaching inspection grades. As externally produced data sets are
obtainable, the objective performance measures are used as part of this study, rather than the more
common subjective, self-assessed measures of performance.

5.8.1 Generate adequate trading volumes
Within the FE sector, trading volumes are defined as individuals and purchasers of training
(companies, government agencies etc) selecting the college as the provider of their desired training
and education needs. To achieve cash to pay the colleges costs, trading volume can also be defined
as the level of cash generation that stems from delivering a given quantity of training activity. The cash
derived from these operations is a function of price point and quantity. The state and its funding
formula sets the price paid for training on a national level. There are no differentials between colleges
for running the same programme. There are differentials for recruiting different types of students and
for geographical location.

Studentsfrom deprivedareas (as measuredby a modifiedform of the DoE deprivationindices)attract
fundingpremiumsto allow collegesto spendadditionalresourceson recruitingthese moredifficultto
reach clients.Typically,extra costs additionalto the premiumpaidwill need to be expendedto recruit
and retain theseclients.These individualshave lower participationrates in FE and they experience
higher rates of non-completionand non-achievementof learninggoals. In effect,the extra cash paid
for these studentstypicallyresultin additionalcosts or loweracademicperformancefor the host
college.Geographicalpremiumsapply for Londonand metropolitanareas, as these collegeshave
higher operatingcosts due to salaryweightingspaid to staff.The FEFCtypicallypays colleges80% of
the cost of deliveringa programme,with the remaining20% beingcollectedfrom the individualstudent
or their employer. Althoughdifferentialsexist in the collectionof this money by colleges,at a localised
level in terms creatingcompetitiveadvantagevia pricing, mostcollegestend to set tuitionfee levelson
par with their Immediatecompetitors.With the Introductionof IndividualLearningAccountsand the
establishmentof tuitionfee collectiontargets for FE collegesin 1999 and the ability of collegesto
restatetheir pricesto meet competition,the ability to create sustainablecompetitiveadvantagevia
pricinghas effectivelydiminished.Non-FEFCincomestreamsare not paidat uniformprices,but
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typically government supported training is paid on set tariffs or involves cost reimbursement (e.g. the
European Social Fund). Therefore the ability to create price differentiated competitive advantage is
limited to private sector funded contracts, which typically are relatively small volumes of work, or
involve overseas student recruitment, a feature that is not typical of most FE colleges.

In conclusion, nationally set unit prices and the localisation of tuition fee charging policies means that
material price differentiation tends to be absent from the environment. Therefore colleges have to
focus on student numbers to achieve the cash trading volumes they require thereby sustaining their
cost infrastructures. As colleges are faced by pay rises and non-pay inflation of their cost
infrastructures, managers will need to either increase their activity volumes year on year or reduce
their operating costs to meet static volumes. On the basis that cost control can only go so far without
adversely affecting service quality, managers effectively have to grow the size of the firm. Therefore
the sub-hypothesis on outputs is that trading volumes can be expressed as:

01

the ability to generateadequatevolumesof learnersexpressedas the meetingof
fundingtargets and expansionof activity volumesover time.

5.8.2 Innovation and adapting to changes in customer demand
As developedfrom the marketorientationand entrepreneurshipliterature,the modernpublicsector
firm must evolveand adapt its mission,redefiningthe clients,servicesand pricingstructures,and in
some circumstances,abandoningparts of the current missionin the drivefor longterm survival.The
historicalrole of the collegebeing the ultimatedecision-makerin determiningwhat is bestfor learners
has longpassed.The successfulcollegewill need to developa high awarenessof the working
environment,the needsand expectationsof their customers,and create cost effectivesolutionsto
meet those needs.

This definitionof innovationdoes not necessarilyrequirethe collegeto be market leader or evenan
early adopterof change.Howeverit does involvethe collegechangingits portfolioquicklyenoughto
avoid losingmaterialmarketshare. Thereforethe sub-hypothesison innovationand adaptingto
changein customerdemandcan be expressedas:
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02

the College's ability to identify changes in customer demands and adapts the product
offering into cost-effective solutions, thereby sustaining adequate volumes of learners.
This is expressed as the expansion of activity volumes over time and the introduction
of new products and/or locations to sustain customer demand for the college's offering
vis-ä-vis competitors.

5.8.3 Long term financial stability
Ultimately, everything is measured in money, but in itself as a measure of success it is too crude an
indicator to be used to determine sustainability of the firm. A firm can be profitable in the short-term,
but not sustainable due to competition and/or change in consumer demand, e. g. the mono-product
Filofax company of the 1980s. As argued by Casson and Drucker, non-profit firms are at their most
effective when they operate within financially stable environments; stable enough to promote service
delivery consistency and avoid short-termism, but not too stable that it promotes complacency and
atrophying of performance.

The definitionof 'too stable' and 'not stable enough'are by implicationsubjectiveand not necessarily
time bound.What is not subjectivethough,is the firm's abilityto be cash positiveover the long run,
which for FE has been identifiedas beinga three-yeartime period.The FEFCrequirescollegeswith
(historical)operatingdeficitsto recoverthis adversepositionto prescribedlevelswithin 36 monthsof
the year-end in whichthe deficitwas created.Thereforethe sub-hypothesison long-termfinancial
stabilitycan be expressedas:

03

the college'sabilityto create a financialstable operatingenvironmentso as to meet its
missionin an orderly and clientfocusedmanner.This is expressedas the abilityto
generatecash surplusfrom trading and meet long-termcash solvencytargets.

In conclusion,when long-termfinancialstability,expressedas the abilityto generatecash, is
combinedwith the output measuresof achievingadequatetrading volumesand productinnovation
for
and adaptation,the three measuresprovidea good proxy measuringthe scale of collegebusiness
performance.
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5.8.4 Quality service levels that meet stakeholder requirements
For state firms, the quality of service delivery is important. State firms provide public goods, which are
often, supplier led rather than consumer led services. Education, Police and Health are such
provisions in Western Europe. Effectiveness is important to elicit and retain the political and economic
support of the external stakeholders as set out in figure 4.3 (Fottler and Lanning, 1986). To test the
market orientation and performance relationship amongst English FE colleges, this study employed
the use of inspection grades for teaching and learning. It is hypothesised that a market orientated
college that is entrepreneurially led will exhibit higher teaching and learning grades than other colleges
with lower orientations. Therefore the long-term financial stability sub-hypothesis can be expressed as:
04

the college's ability to generate superior outputs expressed in terms of product quality.

This is expressedas the abilityto generatesuperiorinspectiongrades.

5.9 Conclusions and limitations of scope of application
In conclusion,the modeland its sub-hypothesishavebeen developedfrom the entrepreneurshipand
market orientationliterature.As further educationis a state funded activity,the externalenvironmental
moderatorrepresentsthe resultingregulatoryenvironmentdue to the involvementof the political
stakeholder.As the FE systemsof Wales, Scotlandand NorthernIrelandare organisedalongsimilar
lines as their Englishcounterpart,the applicationof the constructscan be extendedto embracethe UK
in general.The only exceptionto this generalisationare the monotechniccollegesof the Isle of Man,
Jersey and Guernseywhich are effectivemonopoliesorganisedby educationdepartments
The potentialpopulationof state
autonomousfrom Whitehallor the empoweredregionalassemblies.
organisedFE collegesis representedin table 5.4.
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Table 5.4: State owned UK further education college numbers as at April 2000
April 2000

England
Wales
Scotland
Northern Ireland
Total

Total

420
28
46

1-71
516

It is possible to collate the quantitative performance data from Welsh, Scottish and Northern Irish
colleges. However due to significantly different use of performance indicators and the localised
application of the Inspection framework, it is not possible to collect a consistent quantitative and
qualitative data set of proxies for output measures. In conclusion, due to the absence of data for
triangulation purposes to validate a survey of principals' attitudes in Scottish, Welsh and Northern Irish

colleges,only the Englishpopulationhas been coveredby the researchthesis.It is proposedto survey
all Englishcollegesdue to the absolutelow numberof collegesin the population.

The modelis applicableto formerstate derivedfurther educationcollegesin England,(i.e. those that
existedor are derivedfrom the 1992group of incorporatedcolleges)and is not transferableto private
sectorfirms that servicethe state educationsystemor to universitiesthat deliverfurthereducation.
The nextchapterlooks at the researchdesign to test the modeland its hypothesis.
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6 Research design and methodology
6.1 Introduction
This chapter outlines the method by which data is collected to test the hypotheses developed in the
previous chapter. The chapter is organised into four sections:
1. research methodology, identification of data sets and missing data sets,
2. how the missing research data sets are to be collected,
3. method of collecting the data, and the propositions to be tested, and
4.

the identification of the sample population and data collection.

The followingchapterwill presentthe data findingsand analysis.

6.2 The research methodology
The researchmethodologyis dependentuponthe natureof the hypothesesto be testedand the
availabilityof data sets to test those propositionsin a robustand crediblemanner.The testable
propositionsderivedfrom the extant literaturehave beenconstructedso as to providetentative
answersto the researchproblem.If the collecteddata supportsthese propositions,then the
propositionsmay becomeproventheories.

The thesisis a nationalempiricalinvestigationof the EnglishFE sectortesting the strengthof the
relationshipbetweenentrepreneurshipand marketorientationon the businessperformanceof FE
colleges.The data collectionstrategywill thereforehaveto obtaindata on the antecedentsproposed
by the hypothesesand the outputsthat the antecedentsare hypothesisedto havean impactupon.
This sectionbeginswith a reviewof the data sets availableto researchers.It then proceedsidentify
the gaps in availabledata, the methodof obtainingthe data to meet thesegaps and the rationalefor
selectinga quantitativemethodof analysis.

6.2.1 National data sets available from the FEFC
prior to IncorporationIn 1992, there are no statisticallyrobust nationaldata sets of college
performance.Data that exists has limitedscopeand was not subjectto independentauditand hence
has poor reliability.From 1992-2001,the sectorwas underthe controlof the FurtherEducation
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Funding Council for England, which collated college performance statistics on a national basis from
1994 onwards, against an audited framework of conventions. There are two broad groupings of data:

1. quantitativedata measuresof outputs,and
2. qualitative assessments of individual colleges on a 4-year cycle of inspections expressed in
numerical form.
The data represented by Inspection reports are primarily concerned with college outputs, but they also
provide an insight into the inputs used by the college to derive the outputs. Both of these data sets are
available for analysis by researchers. The data is identified by individual institution and is directly

comparablewith othercolleges,as it has been preparedagainstnationalframeworksof data collection
and validationby independent(to the college)auditorsand inspectors.

The quantitativedata sets are derivedfrom the FEFC'sdata collectionstrategyand the data available
covers the 1996/97to 1998/99academicyears.The statisticaldata is availableby individuallynamed
collegesand the relevantdata sets includethe followinginformation:
Table 6.1: FEFCstatistical data sets by component
Variable Relevance of data sub set
Data component
Name

Nature of the
Data

RETPT&
RETPT
(PI 3)

Separatedinto full
and part-time

1 In year retention

Effectivenessof the college's
teachingand guidanceand support
systems in retaining students on

learningprogrammes
2 Achievementrates
3 Relativedeprivation
of students

ACHMRATE
(PI 4)
DEPRVD
(RDS)

Effectivenessof the teaching
processin enablingstudentsto
achievetheir learninggoals
The relativeproportionof students
recruitedfrom areas of social
deprivation.High levelsof
deprivationtend to havean adverse
affecton PI 3,4 and 5. Therefore
this data providescontextfor those
other data sets.

%'s
students
%'s
Hierarchical
Category
Derivedfrom

data
underlying

sets by the FEFC

Note:The variablename has been assignedas part of the thesisstudy. The FEFC'snamefor the variableis
shownin brackets.

This data is extractedfrom the independentlyauditedindividualstudentrecord (ISR) data recordedby
individualcollegesbut collatedcentrallyby the FEFC.It is availablein spreadsheetform. The
performancedata Is adjustedby the FEFCfor changesin definitionso as to obtainconsistent
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comparisons over time. In summary this data set is validated, comparable and spans an adequate
period of time to allow information to be extracted in the testing of this thesis' hypotheses.

The FEFC is also responsible for the implementation of the FE Inspection framework and their results
are in the public domain. Although the Inspectorate is not independent of the funding agency like
Ofsted in the schools sector, nonetheless it is autonomous of the colleges that they inspect. The issue
of the Inspectorate being part of the FEFC, is that of observer bias by the Inspectorate when reporting
on failing college management and governors. In conclusion, the Inspectorate's results are materially
independent for research analysis, but there is a potential for observer bias in the report. The relevant
data sets from the inspection reports are composed of the following information:

Table 6.2: Relevant FEFCInspection data sets by component
Data component
1 Governance
2 Management
3 Supportfor students

Relevanceof data sub set
Critiqueon the strengthsand weaknessesof collegegovernance
and abilityto determineand meet mission.
Critiqueon the strengthsand weaknessesof managementto lead
the collegein definingand meetingits missionin a cost effective
way.
The range,diversityand effectivenessof the college's student
recruitment,retentionand supportsystems. It also measuresin
qualitative form the diversity of the clients and the college's

effectivenessin meetingtheir needs.
Reviewsof the effectivenessof qualitycontrolframeworkto
4 QualityAssurance
measurecalibrateand interpretinformationaboutthe college's
performance.Includesexternalsurveying,internalcredibilityof
assessingthe organisationand performancetargets.
Individualcurriculumareas are sampledand individualgrades are
Curriculum
5
awarded.A composite(average)unweightedgradecan be
computedacross the sampledcurriculumareas.
Quality
teaching
Classroom
of teachingannotatedintofive grades typicallybasedon
100
circa
classroomobservations
observation
7 ClassroomAttendance Attendancedata for studentsduring observedclassroomsessions
A measureof class size (resourceefficiency)basedon the
8 Averageclass size
approximately100 classroomobservationsby the inspectors
All of the above data sets are qualitativein nature,but they havebeen summarisedas a numerical
(quantitative)grade against a nationallymoderatedscale.The awardedgrade is an Iterativeprocess
determinedby the Inspectorsbasedupon evidence.However,the grade is an overallassessmentof
the area and it is not correct to Inferthat all aspectsof the area coveredare of the sameperformance
calibre and hencegrade, per se. This data set is not pre-tabulatedand hencewill need to be complied
from individualcollegeinspectionreports. These statementsare indicatorsof the effectivenessof the
collegeto adapt entrepreneuriallyand adopt marketorientationstrategies.The FEFCInspectsan
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additional area, resources, which is a review of staffing and physical resources. However this can be a
description of historical conditions such as inherited buildings and it is difficult to objectively infer
qualitative statements that support the hypothesis testing. In summary, the inspectors and auditors
independently validate this data set of college performance; it is comparable between colleges and
spans an adequate period of time to allow information to test the hypotheses. The inspectors'
comments will be useful in validating the elite interviews that will be conducted to follow through the
quantitative analysis phase of this thesis.

The FEFCalso publishesbasicfinancialperformancedata, but the informationis aggregatedat too
high a level to supportthe detailedanalysisrequiredfor the testing of the hypothesesof the thesis.
Thiswould requireprime informationextracts.Collegeaccounts(financialstatements)are in the public
domain,but no publiclyaccessiblecentralarchiveof collegeaccountsexists. However,thisfinancial
data is availableanothersource.

6.2.2 Other national data sets available in the FE sector
There is very limitedavailabilityof other data sets on FE collegesoutsideof the FEFC,and wherethey
do exist,the data sets are either incomplete,reiterationsof FEFCprimedata or are time expired.
However,one key data set existsoutsidethe FEFC,the Noble'sfinancialyearbook.Nobel's
specialisesin the publicationof financialyearbooksin a numberof market sectorsand undertakes
Publishing,in conjunctionwith The Times
speciallycommissionedresearchprojects.Noble'sFinancial
Higher EducationSupplement,collatesUK FE collegeaccountsand conductsfinancial analysis.This
informationis publishedin a financialyearbookand providesa relativelycomprehensiveguideto
individualcolleges.Not all collegesactivelydisseminatetheir financialstatements,so there are gaps in
the source book.Their analysiswork is copyrighted,but the financialinformationthey summariseis in
the publicdomain.Thereforethe Nobles'yearbookwas usedto providekey informationfrom individual
EnglishFE collegesaccounts.The followingdata can be extractedfrom collegeaccountsdata:
"

cash generatedfrom operations,

"

staff costs margins,and

"

turnover
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This data set of financial data therefore needs to be extracted from the information source that it
originates from independently audited college accounts. FE college curriculum inspection grades are
extracted from the latest inspection report of the college and averaged to obtain an institutional grade
for the teaching and learning process.

6.2.3 Data set mapping and missing data
The three data sets, inspection, performance data and financial information are drawn from information
that is compiled using national conventions that are audited/inspected independently of the colleges
that provide the source information. The financial and student performance data is available in a time
series of at least two years and therefore the hypotheses' cause and affects can be studied, reducing
the scale of Type II errors during the analysis phase. The three national data sets have been mapped
against the propositions as follows using three classifications, namely:

.

direct evidenceof the proposition'soutputs,
triangulationevidencethat potentiallysupportsthe robustnessof the antecedents.The
triangulationevidencederivedfrom the inspectionreports in itself is not necessarilysufficiently
detailedto providedirect evidenceto test the hypothesisthat entrepreneurialleadershipand
positivemarket orientationhavea positiveeffect on businessperformance.The evidenceis useful
in constructvalidity and reliabilitytesting,and
indirectevidencethat is unlikelyto be statisticallyrobustfor analysis.
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Table 6.3: Data set to sub-hypotheses mapping exercise
Sub-Hypotheses

Statistical
Data Set

Inspection
Data Sets

Financial
Data Set

Direct Data
Missing?

Pe,

Innovativeleadership

Triangulation

Yes

P. 2

Environmental awareness

Triangulation

Yes

Pea Clarityof goals

Triangulation

Yes

Pm4 Generate intelligence

Triangulation

Yes

Pms Disseminateintelligence

Triangulation

Yes

Triangulation

Yes

Triangulation

Yes

Pme Responsiveness

Indirect

Pm, Inclusiveapproach
Personal risk taking

yes

Pxa Ability to implementpolicy

yes

Pxs

0,

Long termtrading volumes

Direct

02

Indirect

Direct

Indirect

Oa

Innovativeand adaptive
Long termfinancialstability

Indirect

Indirect

Direct

04

Inspectiongrades

Direct

Direct

From the abovedata mappingexercise,the criticaldata set that is missingis the causationinformation
of corporateperformanceinvolvingentrepreneurialleadershipand market orientation.The four
nationaldata sets provideproxiesfor outputs(i.e. consequences)and usefulevidenceto triangulate
other antecedentdata.Thereforea new data set will need to be collatedto supportthe testingof the
hypothesesof the thesis.

In conclusion,the hypothesisesare to be tested usingthe identifiedfour data sets, as follows:
1. A quantitativedata set of Principal'sresponseto the survey questionsunderpinningthe nine
researchpropositionscollectedby postal survey.
2. A quantitativereviewof Inspectionreportsgradesavailablein the publicdomainpreparedby
Independentinspectorson the governance,managementand responsivenessof institutions.
3. A quantitativedata set of statisticalnon-financialperformanceoutcomesdrawnfrom audited
ISR data collectedby the FEFC.
4. A quantitativedata set of financialperformancedata extractedfrom collegesauditedfinancial

statements.
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These four data sets are collated together in the analysis phase of the thesis. The key data set is the
information collated from college Principals on entrepreneurial leadership, market orientation and the
regulatory environment. The research instrument has two key limitations, namely the information is
self-responding and the information is a cross sectional analysis in time, hence it is about levels rather
than changes. These are empirical weaknesses and reflect the complexity of collecting a national
dataset for the first time in the English further education system. Subject to the caveat on the breadth
of the dataset in terms of interpretation of the data, the data collected nonetheless is still relevant for
this thesis. The next section sets out how this missing data set was devised to provide information to
test the hypotheses.

6.3 Proposed methodology to collect the missing data set
As the data set of entrepreuralismand market orientationopinionsin the EnglishFE sectordoesnot
exist,it needsto be createdfrom the perceptionsand opinionsof collegePrincipals.Yin (1984)
contendsthat survey techniquesare mostsuitablequantitativetechniquesto adopt when the data is
not accessibleto the researcher'sdirectobservations.The researchercollectsthe data by asking
in
peoplepresumedto have undergonethe certainexperiencesto reconstructthose experiences
terms of the frameworkprescribedby the thesis's researchpropositions.Thereare three main
methodsthat can be usedto collect information,namely:
1. Postal surveys,
2. Face to face interviews,and
3. Telephonesurveys.
The quantitativeresearchframeworkdesignedto test these propositionsis basedaroundthe use of a
dosed and structuredpostalsurvey and follows the survey methodologywork of Dillman(1978).
Postalsurvey techniquewas selecteddue to Its relativesimplicity,low cost and the eliminationof
observerbias or Influencingas part of

face-to-faceor verbal surveys.It was also judged to be less

intrusivefor Principalsto respondto than face-to-faceinterviewsas the range of answerswere
be
their own pace.The use of postal surveys is also familiarto
predeterminedand could answeredat
prindpals, beingthe principlemethodof opiniongatheringused by the FEFCvia consultation
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circulars.FEFCcircularstypicallyobtain50%to 75% responserates, irrespectiveof the esoteric
nature of the consultation.

6.3.1 The Principals' perceptions and opinions data set construction
From the preceding literature review, a broad base of theory is available to propose causations for
entrepreneurial and market orientation behaviour. The concepts have not been defined very narrowly,
primarily due to the absence of fieldwork in the English FE sector. As proposed by de Vauss (1985,
p249), multiple questions are used to test complex constructs for the following reasons:
1

To avoid the pitfall of testing a single or limited range of measures that may
subsequently be proven to be either irrelevant or statistically unreliable.

2

To allow morevalid measuresto be tested,as a singlemeasureon its own can be
misleading.Multipleitem scaleshelpto avoid distortionsand misclassificationsthat
mayarise with the use of single-itemmeasuresof complexconcepts.

3

To increasereliabilityparticularlyin the collectionof subjectiveinformationvis-ä-vis
objectivedata. The way in which questionsare phrasedand placedin a questionnaire
can havean influenceon the responder(Youngman,1984, p158).The use of multiple
questionsshould minimisethe interpretationerror of questionnaireresponders.

4

To providefor more precision.A singlequestionin itself, does not allowfor significant
differentiationbetweenPrincipals,especiallywhen the respondents'answermay be
influencedby a series of factors.Additionalquestionshelpto differentiatebetweenthe
respondentsand providegreaterprecisionin constructtesting.

5

The summarisationof the Informationfrom multiplequestionsintoone variableresults
in the analysisbeingsignificantlysimplified.Insteadof analysingeach question
separately,the whole can be summatedand analysedtogether.

The questionsdevisedto collectthe data for each proposition'santecedentwere basedon the
literaturereviewand existingresearchstudies.Each constructis thereforehypothesisedto be
quantifiableby a numberof measuresobtainedvia questions.Each measureranks partpasauin
during scalebuilding,the questionsretainedto build the scaleare
construct design.Therefore
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computed to contribute equally to the measure. To overcome different distribution patterns, z-scores
(standard deviations from the mean) are used.

6.3.2 Question construction for the Principals' questionnaire
The questionnaire will collect self-reported findings from the observed group, namely the Principals. To
obtain the data set at a national level, there is no methodology to collate a cross-verified data set of
opinions from second tier, directly reporting managers and get Principals to self-report in an open and
self-critical way. Before deploying the questionnaire, the research instrument was piloted with two
experienced college principals and one principals' results were cross-checked against a the results of
his senior management team. The piloting indicated that the instrument should be robust if the correct
language was used and questions were structured so as not to imply to the respondent the desirability
of over reporting the positive performance of their college, e. g. avoid a tendency to overstate the
positive manegmetn behavioural aspects of the college the responder leads. With the quantity of
propositions being tested and the need to use multiple questions to gain a robust evidence base for
statistical testing, a significant number of questions would need to be asked.

As suggestedby the trait theory literatureof entrepreneurshipproposedby Chell (1991)and Kao
(1989),biographicaldetailsof the responderwereobtainedand included:
Gender,age by category,educationlevel and professionalbackground(questionsOc,Of,
Og,Oh,and 01)
As proposedby Hambrick(1994),the longevityof the Chief Executivein the postand the lack of
change In the compositionof the top managementteam has an impacton the performanceof the
leadershipfunctionof the top team, thereforeInformationwas collectedon the followingIssues:
Date of startingpost (0b), numberof staff in the top team (0d) and the numberof members
who havejoined it in the last 2 years (0e).
These contextualquestionsallow the secondaryanalysisphaseto controlfor differentpotential
influenceson leadershiporientation.

In terms of leadershipissuesas representedby antecedentPei, the followingquestionswereasked:
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"

As proposed by Webster (1988) and Hamel and Prahalad (ibid. 1991), the origination of
organisational value creation is relevant (question 1a).

"

Levitt's (1969) work placed an emphasis on the communication of the firm's values by the
leader vis-ä-vis the delegation of their role to other managers (1b).

"

Bush (1995) has identified the emergence of business leadership as opposed to academic
leadership as important within English FE. Hughes et al (1985) emphasised the rise of
new managerialism to replace the traditional paradigm of academic leadership in
community orientated public-sector service firms (1c).

"

Zaleznik's (1977) work identified four issues that are relevant for this study, namely the
personalisation of goals (1e), the creation of excitement in the role for managers (1f), the
level of empathy with the challenges faced by managers (1g), and the development
strategy adopted by the leader (1h).

"

The attitudeof the firm as advocatedby the leader towardsthe use of performance
indicatorswas proposedby Wright (1998)to haverelevancein leadershipmanagement
(1J).

In terms of environmentalawarenessas representedby antecedentPez,the followingquestionswere
asked:
"

Austin (1979)observedthat the leadersattitudetowardsacceptingthe politicalinequity
that they sometimesface is important(question2a), togetherwith their willingnessto
respondto the challengesof such scenarios(2b).

"

Thompson(1999,p294) proposedtwo relevantdimensions,namelywhether new
Governmentpolicyinitiativesare seen as opportunitiesby leaders(2c) and that winning
strategiestend to comefrom the leader(2e).

"

Casson(1982 and 1991)contendsthat not for profit entrepreneursact as optimising
agentsand prioritisetheir resourcesto respondto new challenges(2d).

AntecedentPsi concernedwith the clarityof goal settingand measurementis constructedin two
dimensions,namelythe settingand measurementof goals. Howeverfor analysis,the two dimensions
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are aggregated into one antecedent due to their fundamentally integrated nature. The relevant
questions generated to collect evidence on this antecedent is as follows:
"

Casson (1982) develops his argument to propose that entrepreneurs acting as optimising
agents adopt working approaches that quickly identifies new opportunities (question 3a),
allows them to interpret the information and make judgements (3b) and ensures that
opportunities are systematically identified (3c).

"

In terms of goals, Heller's (1994) work identifies that stronger performance occurs when
goals are clearly expressed to managers in written form and tracked on a systematic basis
(3d).

"

Drucker (1989) contends that effective entrepreneurial behaviour allows managers to
prioritise new opportunities without unnecessary intervention from senior staff (3f).

"

Tilles (1969)proposesthat effectivefirms encouragetheir customersto articulatetheir
views on service,and that the generatedcommentsand complaintsare perceived
objectivelyby the firm's staff (3g).

In terms of marketorientationthe questionsfor the four antecedentshave been developedfrom
literature.The first antecedentPm4
complimentaryresearchstudies,as well as from the reviewof the
derivedthe followingquestionsfrom Kohli,Jaworskiand Kumar'sMARKORstudy (1993)and covers
the generationof market intelligenceas follows:
"

Customersare met regularlyto ascertaintheir needs(question4a).

"

Deliveryteamsliase directlywith customersso as to understandchangesin their
customer'senvironment(4b).

"

The speed of detectionof customerexpectationsis a functionof effectivebusiness
performance(4c).

"

Customersare surveyedregularlyto determinetheir attitudeto serviceand productquality
(4d).
Market intermediariesare met on a regularbasis.Such intermediariesin FE include
funding providersand decisionfacilitators(4e).
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"

Informal as well as formal methods of collecting viewpoints are used to obtain market
intelligence (4f).

"

Market intelligence on competitors is collected by delivery teams (4g).

"

Fundamental shifts in the operating sector must be detected quickly, otherwise there is a
potentially adverse impact on business performance (4h).

"

The periodic review of changes in the operating environment faced by our customers
increases awareness of the impact of the college's work (41).

The secondantecedent,Pm5coveringdisseminationof market intelligenceis coveredby questions
drawnfrom a range of complimentaryresearchstudiesandjournal papers:
Stohl and Reading(1987)proposedthat informalsharingof market intelligenceis a strong
methodof dissemination(question5a).
In contrast,Fiskeand Taylor(1991)found that semi structuredinterdepartmentalmeetings
betweenteams improvesmarketintelligencedisseminationwas relevant(5b), together
with sharingof knowledgeabout major customerissues(5e) and the frequencyof contact
betweenmarketingand deliveryteams(5g).
The role of marketing personnel was covered by O'Reilly (1982), who proposed that such
staff should discuss the future needs of customers with delivery/production departments
(5c).

Maltzand Kohli (1996)identifiedthat that the circulationof informationby non-marketing
teams improveddisseminationactivitiesand take up withinthe firm (5d).
The sharingof customerdata acrossthe firm was identifiedby Stohland Reading(1987)
as being important,especiallyon a regularand systematicbasis (5f).
Kohli,Jaworskiand Kumar MARKORstudy(1993) identifiedthe speedof
Interdepartmentalbriefingto be an importantfacet of dissemination(5h).

The third antecedent,Pmgcovers the responsivenessof the collegeto the disseminationof market
Intelligence.It is dividedintotwo dimensions,responsivenessto consumersand responsivenessto
Governmentfunding initiatives.For analysis,the two dimensionsare aggregatedInto one antecedent
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due to their fundamentally integrated nature. The questions are drawn from grounded theory
developed from the literature review, augmented by complimentary research studies as follows:
"

In terms of marketing competitiveness, Kotler (2000) proposed that market segmentation
(question 6b) and the college's responsiveness to changes in customers needs is
important (6c).

"

Casson (1982) from an entrepreneurial activity perspective, observes that the speed of
response vis-ä-vis competitor changes is important (6a).

"

Oakland's (1990) TQM focus proposes that product development should be periodically
reviewed, ensuring that it is aligned with customer demand (6d) and that when quality in
terms of product/service is found to be wanting, the firm responds quickly (6h).

"

Bush (1995)commentedthat the internaland historicalfocus of the not for profitfirm could
havea strongerinfluenceon the shapeof the responseto customers'needs(6f).

"

Kohli,Jaworskiand Kumar(1993)observedthat businessplanscan be drivenby product
and technicalinnovation,ratherthan marketled demand(6e), so that when customersask
the firm to modifythe product,the firm's speedof responseIs important(6g).

The last antecedentfor market orientation,Pm7,concernsthe inclusivenatureof the internal
marketingof the firm in the generationof the firm's market orientation.Drawingfrom the literatureand
complimentaryresearchstudies,the followingquestionswere proposed:
As proposedby Kohli, Jaworskiand Kumar(1993),the firms abilityto respondto a
competitorsnew initiativeaimedat the firm's customers(question7a).
Burnsand Stalker(1961)proposedthat where the activitiesof differentteams are well coordinated,the disseminationand henceresponsivenessto new ideaand opportunitiesis
improved(7b).
The ability to implementa marketingplanwas identifiedby Cohenand Levinthal(1990)as
a hurdlethat firms face (7c).
Hurleyand Hult (1998) proposedthat the abilityto respondpositivelyto new initiativeswas
a key factor In developingmarket orientation(7d).
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"

Narver and Slater (1990) identified that front line staff need to perceive themselves as
providing a service to customers, rather than delivering a product which is consumed by
customers (7e).

"

Mintzberg's work (1989) on hierarchy of needs and motivation can be extended to cover
the necessity for teaching (delivery) teams to identify with the underlying reasons for
consumption by their customers (7f).

"

Weiner et al (1971) concluded that delivery teams (in FE colleges, teaching teams) must
accept responsibility for customer attraction and retention (7g).

"

Wind and Robertson(1983)arguedthat the multi-dimensionalnatureof creating
sustainablecompetitiveadvantage(SCA)requiresdepartmentsother than marketingto
acceptresponsibilityfor generatingSCA.Thereforeteachingteams mustshow an
acceptancethat winning new businessis as muchtheir responsiblyas it is of business
developmentteamssuch as marketing(7h).

The environmentalmoderatoris a subset of the entrepreneurialconstruct,but due to the publicsector
and hence politicalnatureof servicedelivery,the constructhas been identifiedas a separatearea for
review.Pxs definesthe personallevel of risk to the leader and the followingquestionswere
constructedfrom the literaturereviewto coverthis antecedent:
"

Drucker (1985)proposedthat the leader'swillingnessto take personalrisk is a key driver
in their approachto entrepreneurialendeavour(question8a).

"

Casson(1982)proposedthat the leader must perceivethat the positiveaspectsof risk
takingoutweighthe negativeaspects(8b).

"

In not-forprofit sectors,Cooperand Artz (1993)proposethat the non-financialaspectsof
the job shouldoutweighthe financialrewardsto enhancepersonaljob satisfaction(8c).

"

The use of blamecultureis an inhibitorof risk taking (Burnes,1992).Thereforethe
perceptionof blameapportionmentby the Governmenton collegemanagerswill havean
impact on the attitudesof individualmanagers(8d) and the attitudeof other managersto
the leader's perceptionof operatingrisk is also important(8g).
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"

Mullins (1996) contends that managers need to be able to place their work in context,
being able to rationalise the demands placed upon them (8e and 8f).

The second antecedent to the external environmental moderator, Pxs, concerns the ability to
implement Government policy. This antecedent is concerned with the ability to understand and
operationalise the policy statements at a college level. The questions were drawn from the literature
review as follows:

"

Kotler(2000)contendsthat effectivestrategicstaffspend proportionallymoretime
analysingtheir environmentand planningwhat to do than simplyjust carryingout
operations(8o).

"

Zeithamland Zeithaml(1984) identifiedthat leadersneedto perceivethat they havethe
abilityto respondto their environmentand makea difference(8h).

"

Lumpkin and Dess (1996) contend that through out the revision of entrepreneurship
theory, the ability to adopt new combinations of resources to meet new needs has not
changed. This applies to new Government initiatives, which typically represent new
proposals to address 'old' problems (8j).

"

The role of innovationis importantand Burnsand Stalker(1961)proposethat the abilityto
adopt or implementnew ideasis relevant.Thereforethe role of innovationversus
effectivenessneedsto be considered(8k).

"

Hurleyand Hult (1998)contendthat the firm's attitudeto adoptinginnovativeapproaches
is important.Cohen and Levinthal(1990)contendthat the greaterthe firm's willingnessto
innovate,the greaterits abilityto generatecompetitiveadvantage(81).

"

Boyett (1987)proposedthat the freeing of state enterprisesfrom the traditionalownership
of resourceshas resultedin a greaterdegreeof freedomfor managersto operatewithin.
The creationof the FEFCin 1992and its replacementby the LSC in April 2001 represents
two differentapproachesto the `freeing'of ownershipof resources.Thereforethe leader's
perceptionof freedomto operatewithin either regime of control is relevant(8m and 8n).

The abilityto think innovativelyand entrepreneuriallyis importantas proposedby Cassonand
Drucker.Thereforea final open question(9a) was proposed,askingthe Principalto identifyone
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example of innovation from their college's work. This qualitative question is useful during the
secondary analysis phase to explain the initial analysis results in qualitative terms.

Due to the number of questions asked (67 attitudinal plus 7 biographical questions) and the magnitude
of the sample size (estimated at circa 50%, i.e. 210+), personal and telephone interviews were judged
impractical. The impracticality is expressed in terms of time, cost and potential ontological problems in
obtaining the data by direct methods due to confidentiality and/or observer bias. Therefore a postal
survey was chosen.

6.3.3 Limitations of scope in the collection methodology
As with all data collectiontechniques,there are limitationsof scope of the postalsurvey data collection
technique:
1. potentiallylow responserates,
2. constructionof simple,easy to understandand unambiguousquestions,
3. the assumptionthat the answersare true and fair, and are not answeredso as to prevent
the responderin a positivelight,
4. gettingthe right calibreof personto answerthe questionnairein a rationaland objective
manner,and
5. ensuringthat the responderperceivesthe questionnaireto be objective,confidentialand
,of value' to them, in terms of givingup their time to read and answer the questions.
To addressthese issuesthe followingsteps weretaken to amelioratethe potentialproblemsof the
survey methodology.
1.

Potentiallow responserates were dealtwith as follows:
The questionnairewas desktoppublishedusing the University'sand the Institute'slogos,
togetherwith a full colourcover,therebypromotingthe professionalismof the request.
The coveringletter was direct mailedto named Principalsand attentionwas paid to
salutationand honorarytitles (Vermaand Mallick, 1999, p122).The one page covering
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letter came from the director of the University of Nottingham's Business School's Institute
for Innovation and Enterprise, rather than from the researcher, reinforcing the peer review
nature of the questionnaire request.
"

Completed returns were by freepost envelope to the University and mailings out and
return were in good quality white envelopes.

"

The documentation's design style was similar to the 'house style' adopted by the DfEE
during Spring 2000 for the consultation phase of the Learning & Skills Council, a
document at the top of the agenda of every college Principal.

"

The offer of providing confidential feedback on the data collected against which the
responder could map their own responses vis-ä-vis their peer group.

2.

The effectiveconstructionof the questionswas achievedby:
"

Pilotingof the questionnaireas advocatedby Wilsonand McLean(1994, p47).The pilot
determinedthat Principalspreferstraightforward 'tick box' responsesand tend not to
spendtheir time on answeringopen-endedquestions.Misunderstoodand ambiguous
questionswere identifiedin the pilotingphaseand these issueswere addressedprior to
mainstreaming.
Avoidingambiguousquestionsby usingvalue statementsagainstwhich the Principal
rankedtheir agreementor disagreement.

"

Rankorderingand open questionswereavoidedfollowingthe pilotphase.To obtaina
large numberof responseson the nationalquestionnaire,it was judged that Principals
wouldonly respondto a plainlyconstructedquestionnairethat was simpleto selfadministerin approximately15-20 minutes.The use of open questionsor rankingscale
questionswouldslow down the self-administrationof the data collectiontool and hence
potentiallyreduce the overallresponserate throughfrustration,irritationor lack of time.

"

Open-endedquestionswere also avoided due to the potentialproblemsof coding the
answers.The potentialresponserate of 50% (some 210 plus questionnaires)and the
volume of sub-hypothesesthat neededto be tested made such questionsimpractical.
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"

Multiple choice questions asking the respondent to rank pre determined answers were
avoided as the survey is collecting qualitative opinions on personal issues expressed in
quantitative forms and hence predetermined answers would require the researcher to
prejudge and categorise the potential responses.
The questionnaire was constructed around the use of ratings as originally proposed by
Likert (1967, p39). By definition, each respondent will interpret statements such as
'seldom' or 'often' differently, therefore the use of a sliding scale of degree of support on
an issue was judged to be more suitable. Scaled opposing questions were used for
enquires about personal management style and views on personal risk, whereas single
sided scaled questions were used for questions seeking information about the individual's
perception of their environment. The use of semantic differential questions is useful in that
it allows respondents to reply in a flexible manner whilst providing information for
quantitative analysis.

A boxfor commentswas providedat the end of the questionnaireto allowrespondersto
bring any mattersto the attentionof the researcher.A numberof Principalsusedthis box
to amplifytheir interpretationof languagein the questions.

3.

Minimisingresponderbias by:
"

Askingsensitivequestionscarefullyso that a negativeresponseis not perceivedas
unacceptableto the responder.The pilotingof the questionnairewas very usefulin
identifyingquestionphrasingthat was too starkor ambiguousto encouragefrank,
unambiguousor open answers.

"

Questionswere written in plain English,with minimaluseof jargon or acronyms,other
than those in commonuse (suchas the FEFC).

"

For semanticdifferentialquestions,opposingstatementswere put to respondentsusing a
Likertfive-pointtype scale so as to allowa neutralanswer for issues relatingto personal
managementstyles.
Youngman(1984, p163)suggeststhat it is a natural humantendencyto agreewith
statementsratherthan to disagreeand a simpledichotomousquestionmightbuild in
respondentbias. For questionsseekingan opinionon a singlesided statement,a six-point
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scale was used to stimulate a net positive or negative answer. However a 'Do not know'
box was provided. Occasional reverse coding of questions thereby requiring the responder
to tick at the other end of the scale to achieve a positive answer was used to address the
potential issue of responder bias as proposed by Youngman.
Reinforcement of the fact that there are no right/correct answers per se, only opinions,
attitudes and viewpoints. This was done in the title of the questionnaire, the covering letter
and the title of each subsection of the questionnaire.

4.

Gettingthe right personto answerthe questionnairewas achievedby:
"

Mailing to named individuals at the Principal grade within the college.

"

Directmailingthe questionnairefrom the Universityof NottinghamBusinessSchool's
Institutefor Enterpriseand Innovation,ratherthan underthe researcher'sown letterhead,
reinforcinglevity of the requestfrom a fellow peer head of a college/institute.

"

Constructingthe openinggroup of questionsso as to reinforcethat the respondershould
be the Principalof the college,not someonejunior to them. Succeedingquestions
reinforcethe messagethat the Principalis the only responderthat can answerthe
questions.

"

Providinga confidentialfeedbackserviceto Principals'e-mailaddressesfor them to
comparetheir answersto averagedanswersof fellow responders.

5.

Ensuringthat the responder'sobjectivityand confidentialitywas achievedby:
Ensuringthat the questionsequencingwas reviewedin both the design and piloting
phases.The phrasingof the questionswas reviewedto ensure that languagewas both
suitablefor the targetgroup and courteous.As Oppenheim(1992,p121) commented,
each question mustelicit a suitableresponse,yet stillensure that the respondent
continuesto co-operate.
Numberingquestionsusing an alphanumeric schemeso as to avoid emphasisingthat 75
piecesof informationwere beingcollected,thereby minimisingthe scope for refusalto
participatebasedon perceivedlength of time that it will take to complete.
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"

Confidentiality was reinforced in the covering letter and the questionnaire itself. Specific
assurances were made to preserve anonymity of responders from agencies such as the
FEFC, DfEE and the new LSC, as well as from their own colleges.

The questionnaireuses Likertratingscales that facilitatequalitativeanalysisusing SPSS.However,
there are a numberof caveatswith the use of rating scales,namely:
"

There is no assumption of equal intervals between the proposed categories.

"

It is difficult to check that the respondent is telling the truth. However, the use of the FEFC
Inspection data to triangulate the responses of Principals will help to ameliorate this
problem, but it will not totally overcome this issue.

"

Some do not want to be extremist when answering a rating scale and this was detected in
the pilot. The solution could be to adopt a seven-point scale thereby providing a greater
range of 'non-extreme' choices, however the use of a five-point evaluation scale is the
norm in FE (being the accepted grading scale of the FEFC Inspectorate). Upon further
investigation with the pilot Principals, it was concluded that knowing the interviewer may
have an influence on how candid the responder may be, especially on the more

contentious'personalmanagementstyle' questions.The pilotingwork reinforcedthe case
againstface-to-faceinterviewswith Principals.
The use of odd numberscales allows respondentsto selectneutral answers,whereasan
even numberscalerequiresrespondentsto make a definitivechoice.Both approaches
have their advantagesand disadvantages.The final questionnaireused a five-pointscale
for semanticdifferentialquestionsand a six-pointscale for singlesided questionswith a
'do not know'box for the reasonsalreadyproposed.The use of 5-point scalefor
differentialquestionsallowedthe responderto answer neutrally,whereasthe 6-point scale
for single sidedquestionswas designedto stimulatea net positiveor negativeanswer.
The use of scalesthat presenteddichotomousanswerson subjectiveissueswas avoided.
Wilson(1971)advocatesthat no ordinalmeasurethat involvesthe notion of pairs (or
triplets)can havefully desirableproperties.Duringregressionanalysisit is theoretically
weak to argue that a changein X (a dichotomousindependentvariablein a subjective
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measurementarea)will havean either or step change in the dependentvariableY, to
which it has related.

An informal review of Principal's in trays as part of the piloting phase indicated that as individuals,
Principals tend to have few surveys to answer as they often delegate completion to another manager.
Those research questionnaires they do receive which are aimed at them as individuals and hence
should not be delegated, are typically from masters students and are not always answered due to poor
questionnaire construction, inappropriate timing or naivety of the questions. The pilot phase for this
thesis also indicated that the questionnaire would take on average approximately 20 minutes to
complete and due to its personalisation as well as opportune timing alongside the birth of the LSC, it
should expect to be answered by approximately 50%+ of the population. The questionnaire was
posted in late July 2000, at the start of the summer recess. This time of year was chosen due to it
being relatively the quietest period in the Principals' diary and hence the most likely period in the year
in which they could be most reflective. The first follow up was made in late October 2000, just after half
term week of the autumn term.

In conclusion,althoughthe postal surveyapproachhas its problems,it allowsfor superiordata coding
for analyticalpurposesdue to its qualitativeresponses,it copes well with the volumeof propositionsto
be tested and the anticipatedresponsevolumes.It also providesa degreeof confidentialityto
respondersdue to the anonymityof respondingby questionnaire,as opposedto carryingout an
interviewwith a researcherwho works in the sector.In additionthe use of the Inspectiondata setfor
triangulationwould providea credibilitycheckon the reliabilityand robustnessof the Principal's
responses.

6.4 The identification of the population to be sampled
The EnglishFE college populationwas identifiedfrom the list of collegesheld by their fundingagency,
the Further EducationFundingCouncil(FEFC).The populationwas composedof designated
institutionsas listedin the relevantscheduleof the Further& Higher EducationAct 1992, updatedfor
31 July 2000, the end of the 1999/2000financialand academicyears
mergersand dissolutionsas at
(FEFC,2000a, p71). No new collegesjoined the populationsince 1992, other than by consolidationof
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original institutions, e.g. the merger of Clarendon and Basford Hall Colleges to create New College
Nottingham in 1997.

The communications team of the FEFC supplied the mailing list in August 2000 and it was crosschecked for completeness to the list held by the Principal's Trade Union, Association of Principals
(APC). The APC list also included honours and titles to be included in the accompanying letters'
addresses. Principal's names and college postcodes were cross-checked to the 1999-year book of
education institutions to eliminate any clerical errors in the preparation and extraction of the FEFC
supplied list of colleges. Where necessary, individual colleges were telephoned to confirm mailing list
details.

Table 6.4: Numbers of English FE colleges as at August 2000: Source FEFC
Numbers
Colleges
Tertiary
284
[A] Generaland
103
[B] Sixth Form Colleges

%

67.6
24.5

[C] Mono Subject (Specialist) Colleges/Institutions

Land Based Industries(Agricultural)Colleges
Art & Design Colleges
SpecialistColleges
Total

23
7
3
33

7.9

420

100.0

The ten collegesthat solelycater for adults have been includedin the general/tertiarygroupingof
colleges,in commonwith normal FEFCstatisticalanalysisreporting.Howeverthe three special
C.
residentialcolleges(whichare financiallyvery small) havebeen includedin group These 420
(FEFC,2000a, p71). The FEFCalso funds
collegeseducatesome 3.84 millionstudentsin 1999/2000
EnglishUniversitiesand 301,000studentsin 224 LEA departmentsand
some 72,000 studentsin 53
Howeverthesetwo groupsof institutionsare not coveredby the
equivalent(FEFC,2000a, p71).
theory developedby the literaturereviewand henceare outside of considerationin this thesis.

With a small absolutepopulationwith three sub populations,there is a danger of generatingtoo small
(Kish, 1965,p25).There is a trade-off betweensample
a sampleto use powerfulmultivariatestatistics
size and cost, but with a relativelysmall populationof 420 collegePrincipalsand the use of a postal
survey, it is relativelycost effectiveto survey the entire populationand conductfollow up procedures
for non-replies.Sudman(1976, p102-104)advocatesthat samplingshould only occur in small
too expensiveto surveythe entire populationor the samplecan be
populationswhere it is either
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proved to be statistically defendable (i.e. representative of the population) during data analysis. By
surveying the entire population, there is an equal and random chance of reply or non-reply by an
individual college Principal. Therefore the responses will form a randomly selected data set, free from
researcher bias. Blalock (1979, p573) comments that even very meretriciously designed samples will
still be subject to certain non-sampling errors. Probability theory enables the researcher to evaluate
the risk of sampling errors, whereas non-sampling errors are errors of measurement and are not able
to be factored away. Critically, Blalock (1979, p572) advocates the need to follow through non-replies
at least once as those individuals not responding in reality do not have an equal chance of being
selected in the sample due to their self selection not to participate. It also reduces the non-sampling
error of non-receipt or loss of the questionnaire by the sampled respondent.

The key data set, Principalsattitudesand opinions,was collectedby postalsurvey in the summerof
2000. All 420 collegesin the populationwere sampled.The statisticaldata set was extractedfrom the
FEFC'sweb site and coveredall respondingcolleges.The financialdata set was constructedfrom
sourcedata for all collegeresponders.The Inspectionreportsdata set was extractedfrom responding
college'sinspectionreports and coded.All of the data was collatedinto a relationaldatabase(MS
Access 2000) for data preparationand transferto SPSS.The chapter7 deals with quantitativedata
of
analysisand chapter8 providesa critique the quantitativeapproachto analysis.
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7 Data analysis

7.1 Introduction
The data sets were collected during the last six months of the year 2000. This chapter sets out the
methods by which the collected data is prepared for analysis and then examined. The chapter is
organised into four sections as follows:

1

scalebuildingand reliabilitytesting,

2

validationassessments,

3

hypothesis testing, and

4

moving beyond initial analysis using multivariate analysis.

Chapter8 deals with the discussionarisingfrom the quantitativefindingsand moveson to the
qualitativecase studiesthat are usedto explorethe results of this chapter.Chapter9 deals with the
implicationsand conclusionsarisingfrom the researchfindings.

7.2 Scale building, validation and initial analysis
This sectiondeals with the constructionof scales,validationand initial analysis.The postalsurvey
data analysis
generated250 replies by the cut-off date. Onefurther replywas receivedduring the
phaseand has been excludedfrom the analysis.A further 12 replieswere receivedstatingthat they
would not be participatingin the survey.The overall responserate was 62.6% (263 repliesfrom 420
from an
colleges),of which 250 returnswere usable.This representsa usable responserate of 59.5%
absolute populationsize of 420 colleges.

7.2.1 Data coding and credibility checks
The data collectedfrom collegePrincipalsand the other sourcesrequirecoding into a form suitablefor
quantitativeanalysis.Codingwas achievedby using a coding bookestablishedprior to data collection.
Codingwas incorporatedintothe questionnairewith code '0' being usedfor'do not know'or 'missing
answer'. All other codes on opinionsand attitudeswere in the rangeof 1 to 6 and were discrete
intervals.Wherequestionswere phrasedin a reversemannerto overcomeresponderbias,the data
coding was reversedto ensure

that answerpolaritywas maintainedthroughout the questionnaire.
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Other data was importedin numericalform, typicallyrepresentingpercentages,ratherthan absolute
numbers.

Data was entered into a MS Access 2000 database, which had predetermined parameters for
acceptable answer ranges. The use of MS Access 2000 allowed crosstabs, frequency counts and
ranges to be prepared for data completeness and credibility checks. Checks included:

.

range checksto ensure that the codedanswerwas within the valid rangeof responses,

.

filter checksto ensure thoseanswersbetweendifferentparts of the data sets are internally
consistentwith one another,and
logicalchecksto ensure that illogicalcodingis detected,e.g. no qualifications,expected
gender againstactualgender of Principal.

Another person checkeda random5% sampleof coded questionnairesthat data entry was both valid
and correctlyentered into the data matrix. A numberof steps were takento producevalid and unidimensionaldata prior to validity testing.Those steps were as follows:

1. Each itemhad to be scored in the samedirection,thereforereversecoded items had to have
their scores reversedto achievean uni-dimensionalscoringmethodology.
2. In commonwith compulsoryand FE educationin the UK, the FEFCinspectiongrading
methodologywas used. This scoringmethodologyuses low scoresto equate to high
acceptanceof the propositionexceptfor risk, where a low scoreequatesto low risk adversity.
The definitionof highscore was determinedthat a low numericalscorewas the equivalentof
high agreementand a high score as disagreementor low acceptance.
3. Missingdata was analysedto determinethe magnitudeof the problemand its resultant
implicationfor data analysis.The 250 returnedsurveyswere usable.Of the 16,500data points
from the 250 usable returnedsurveys,there were 122 missingdata points.This missingdata
represents0.74%of the total populationof data points and is scatteredacross numerous
responders.There are no obviousor replicatingpatternsto non-response.Therefore,as
proposedby Hertel (1976),the mean values(to e decimalplaces)for the Item could be used
to replacethe missingvalue. This proposedmethodwouldensure that the missingvaluesdo
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not distort the standard distribution of the sample set of returns to be fully included in the
analysis. The disadvantage of this method is the potential exaggeration of group homogeneity
for the overall sample and in extreme cases can distort correlations. However the absolutely
low number of values (0.74%) make this problem effectively immaterial.
4. Each of the items in the antecedent's scale has to contribute equally to the final scale as the
hypothesis is based on a balanced model of independent variables composed of balanced
scale contributions. To achieve equity in contribution, standard deviations and Z-scores were
calculated. Each data point was restated as a Z-score for each item (question) that contributes
to the antecedent's scale.
With the data collated and prepared for analysis, SPSS Version 9.1 was used for statistical reliability
analysis testing. Having prepared the data for analysis, the next step is to test the item responses to
see if the proposed scale is uni-dimensional and if it is reliable.

7.2.2 Scale building and reliability analysis
To ensure that the final samplewas not atypicalof the underlyingpopulation,non-responsebias time
trendextrapolationtesting was conductedas recommendedby Armstrongand Overton(1977).This
testingsplit the final sample intotwo groups;those returnsmade as a resultof the initialmailingand
those returns made after the first reminder.The relativesamplesizeswere 150 (60%)collegesand
100 (40%) collegesrespectively.For degreeof representationof the underlyingpopulation,frequency
analyseswere preparedas follows:
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Table 7.1: Frequency analysis of sample and population

Combined Sample

Sample
ns=250
Nos.
ö

Population
n =420
Nos.
%

Variance*
Nos.
%

FemalePrincipals

59

23.6%

85

20.2%

Male Principals

191

76.4%

335

79.8%

General/Tertiary FE Colleges

163

65.2%

284

67.6%

Sixth Form Colleges
Mono-subjectColleges

65
22

26.0%
8.8%

103
33

24.5%
7.9%

-5

-2.4%

+3
+2

+1.5%
+0.9%

City & Urban
Semi-Urban & Rural

109
141

43.6%
56.4%

190
230

45.2%
54.8%

-4
+4

-1.4%
+1.4%

Sample I
ns1=150

Split Samples

+8

+3.4%

-8

-3.4%

Sample 2
n2=100

Variance
%**

Female Principals
Male Principals

34
116

22.7%
77.3%

25
75

25.0%
75.0%

+2.3%
-2.3%

General/TertiaryFE Colleges
Sixth Form Colleges
Mono-subjectColleges

96
42
12

64.0%
28.0%
8.0%

67
23
10

67.0%
23.0%
10.0%

+3.0%
-5.0%
+2.0%

City & Urban

67

44.7%

41

41.0%

Semi-Urban & Rural

83

55.3%

59

59.0%

-3.7%

+3.7%

Expressedas numberof collegesdifferentin the samplevis-h-visthe standardproportionin the underlying
population.% varianceexpressedas the differencebetweensample2 andsampleI
"" Expressedas the percentagedifferencebetweenthe relativechangein proportionsbetweensamples

Notes: "

The usableresponserate of 59.5%(250 out of 420 absolutepopulation)is very good and analogous
with comparablemarket orientationresearchstudiesas follows:
"

Naiver and Slater's1990USA study (81%responserate from n=440sampledrawnfrom one
companywith active helpof companyon follow up of non-replies);

"

Dengand Dart's 1994 Canadianstudy (49.6%responserate from n=500sample of Canadian
companies);

" Gray, Matear,Boshoffand Matheson's1998 NewZealand privatesector study (45% response
rate from n=1,099sampleof NZ companies);
" Kohl!,Jaworskiand Kumar's1993 MARKORstudy (47.2%from n=500 sampleof US
companies),and
Balabanis,Stablesand Philips' 1997 study of the top 200 British charities(29%from n=200
top British charities).
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The above figures are stated for usable replies. From the above frequency analyses of the returned
questionnaires and bench marking against comparable research studies, it can be concluded that the
combined sample is prima facie representative of the underlying population for gender, institution type
and geographical location factor. In addition, the split samples, based on timing of response, are
fundamentally similar in their composition as defined by these three categories. This analysis of the
pattern of replies lessens the concern regarding possible non-response bias as identified by
Oppenheim (1992).

As proposed by Churchill (1979), the sample was split randomly. The method to achieve this was the
timing of the returns. 150 college Principals replied in response to the first request and a further 100
replied in response to the follow up request. Reliability testing was conducted on the time based split
samples referred to above and construct validity was conducted on the combined sample thereafter.
Using the SPSS programme, the scale reliability values and item-to-total correlations for the split
samples were obtained. The results are set out in the following tables:

Table 7.2: Reliability analysis for the model's antecedents by time based split sample

Antecedent

Sample I

Sample 2

ni=150
Alpha

n2=100
Alpha

Pell
Pet
pea

InnovativeLeadership
EnvironmentalAwareness
Clarityof goals & defining measurableoutcomes

6496
.
1473
.
7629
.

4841
.
1520
.
7578
.

Pm4
Pm5
Pm6
Pm7

GenerateMarket Intelligence
Disseminationof Market Intelligence
Responsivenessto Customers
Indusive InternalApproach

6704
.
7481
.
7414
.
6999
.

6555
.
8013
.
6852
.
7819
.

Px8
px8
Px9
px9

PersonalRisk
PolicyDissonance

4858
.
6151
.

5441
.
4971
.

The results of the tests on the time basedsplit samplessupportsthe contentionthat there are no
materialvariationsbetweenthe two samples.The final sample is thereforenot atypical of the
underlyingpopulationusingthe approachto non-responsebias timetrend extrapolationtesting as
recommendedby Armstrongand Overton(1977).

Havingdemonstratedsamplereliability,the nextstep is to test the sub-populationsfor uni-dimensional
responsesand scaleconstruction.Nunnally(1978, p245)developedthe widely adoptedmethodology
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for evaluating the assignment of items to scale. Using the SPSS programme, the three subpopulations were tested for scale construction. The antecedent validity threshold was set at 0.7 as
recommended by Cronbach (1970) and Nunnally's work (1978) set the individual item validity
threshold at 0.3. Table 7.3a and 7.3b set out the testing relating to entrepreneurial and risk taking
constructs respectively. Table 7.4 sets out the results of testing on the market orientation constructs.

Table 7.3a: Reliability analysis for entrepreneurial leadership antecedents
General FE
Tpet

Antecedent and Items
Pet
Innovative Leadership

1a - Value derivedby the Principaland SMT

Alpha

6261
.

1b -Principal communicates the values

Final Alpha (retaining
items
inbold)

Pet
Environmental Awareness
2a - Coll

a to be placed in inequitable positions

ers define priorities without senior staff
-Customers complaints viewed constructively
Flna/ Alpha (retaining
Itemsinbold)
3f - Man

n=163

4195
.

Alpha

Total

n=65

6664

n=22

1302

-.1009

4377
.
4222
.

0841
.
3290
.

.

2274
.
5353
.

.
2329
.

.
2480
.

.
6136
.

.2849
3403

Not significant

1347
.

n=163

6942
.

.6612

6422
.6399
.
'.1397
.
4401
.
. 3191

.4529

.

n=162
-.0289
3377
.
. 1841
0891
.
-. 0792

Not si n/ficant

7879
.

Itemto

Total

.5334

Not significant

1958
.

Itemto

Specialist
Typo 3

.1293
1510

.3185
3367

.3447
3628

2c--New initiatives represent opportunities
--Just enough resources to meet new ideas
2d

Pe3
Clarity of goals & measurable outcomes
3a - Managersquickly identifyopportunities
3b - Managersquickly interpretand take decisions
3c - Our stems allowus to identify opportunities
3d - Coll
oals are understoodand tracked

Alpha

.

2b - Coll a to respondpositivelydespiteinequity
T--Winning strategiesfrom my leadershipacts R
2a
FUa/ Alpha

Total

.

1c - Business rather, than academic leadership

ting college's goals
le -Princi al active in
If - Create excitement in work and develop choices
1-I
have h' h empathyof implicationsfor SMT
31
1h-I develop the college in innovative leaps
Ij - Pls stimulate superior performance

itemto

Sixth Form
Type 2

n=65
-0.114
2289
.
.0939
0020
.
-.0394

Not significant
n=65
7108
.

1960

.3025
2489

.

7222

-.4158

n=21
-.2509
-.0737
-.0638
1145
.
-. 3178

Not significant

6707
.

5211
.4197
.
4219
.
883
.
.12

n=22
.4865
6645
.
3396
.
5740
.
2917
.
1173.

8067
7423
7466
.
.
.
the
initial
iteration
the
The
items
to total
Note: All items to total correlationsare stated on
of
scale.
correlationschangeas part of the final solutionand are representedin table 7.5. [R] indicatesa
reversecodedquestionin the questionnaire.
The above results are interestingas they demonstratethat the entrepreneurialenvironmental

awarenessconstruct(Pe2)does not generatevalid alphascores and henceis not a demonstrablytrue
constructfor EnglishFE. This contradictsthe expectationderivedfrom the theory, which was basedon
the premisethat the leader (entrepreneur)pays attentionto the operatingenvironmentand the
problemsthat stem from a regulatedpoliticisedpublicsector (Austin,1979). The non-convergent
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responses of the respondents for all three sub sectors is consistent. This implies that either the
construct is not valid for English FE and hence contradicts the theorised expectation, or that the
measurement tool fails to measure accurately the underlying concepts that define the construct.
Likewise, the non-convergent responses of General FE and Sixth Form college Principals to innovative
leadership (Pel), is interesting. General FE colleges are just sub optimal, whereas Sixth Forms are not
valid. This implies that the leadership of the Principal (Chief Executive) and/or his/her top team is not a
significant factor for these types of colleges. Alternatively, the measurement tool fails to measure
accurately the underlying concepts that define the construct. The reasons for the failure of this
construct to generate valid results in five of the nine cases is explored further in chapter 8.
Table 7.3b: Reliability analysis for risk antecedents
General FE
T1
Item to
Antecedent and Items
Alpha
Total

Sixth Form
Type 2
Item to
AI ha
Total

Px8
Personal Risk

3756
.

8a - Take risks In Implementiinnovation
8b - Rewards of risk taking to exceed the downside
Sc - Managers are motivated by non-financial
rewards [R]

6741
.

8d - Fundingagenciesare reasonablewhenthings
o wron
8f -I can deal with frustrationof a regulatedFE
environment
Final Alpha

(retainingitemsin bold)

Px9
Policy Dissonance
8h -I have an ability to Influence

li

& priorities

8- Active in local policygroups & influence
outcomes

1588
.
2421
.
1469
.

6864
.

n=22
2209
.
0408
.
-.0160

0501
.

5899
.

4236
.
3639
.

3214
.
4273
.

6304
.
5069
.

1019

1344
.

0629
.

.

Not significant

6284
.

n=65
1424
.
3293
.
-. 1743

1317

.

8e -I can reconcile thepolitics with risk taking

form their own views about risk
- Senior staff

n=163

Specialist
Type 3
Item to
Alpha
Total

n=163
3823
.
2767
.

7531
.
BUT rejected*

6418
.

n=85
4075
.
.4145

9002
BUT .re ected*

4692
.

n=22
-.0623
1116
.

to apply Government Initiatives
- Able
8k -Innovation nearly always Improves
effectiveness

2609
.

.3908

.3383
2801
.

.3880
2253
.

8m - LSC will be a positive Impact on my college
8n - The LSC will be a better environment than

.2938
4568

.5010

.
3576 E
.

.1308
5904

81- Personallyone of the first to adoptinnovation
8o -I spend moretime on planningthan doing
Final Alpha (retaining
Items
InboW)

.1801
Not significant

.
3959
.
1441
.

7090
.
BUT rejected*

4402
.
0209
.
1661
.

Not significant

Note:NI Itemsto total correlationsarestated on the initial Iterationof the scale. The items to total correlationschangeas part of
the final solutionand arerepresentedIn table 7.5.[R] indicatesa reversecodedquestionIn the questionnaire.' For Px8, see
next paragraphfor the explanationfor the star annotation.

The PersonalRisk antecedent(Px8) generatesvalid alpha coefficientsas a resultof droppinglow
inter-itemas recommendedby Nunnally(1978).Althoughthe CronbachAlphas are comfortablyover
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the 0.7 threshold, the rationale for the conclusion is not supportable. The Alpha score is only achieved
by deleting five of the seven constructs and the remaining two (8e and 8f) are effectively measuring
similar concepts. In conclusion, the Personal Risk construct (Px8) is rejected as de Vauss (1985,
p249) proposes that complex social science constructs should be based on multiple measures for
construct validity purposes.

The Policy Dissonance antecedent (Px9) generates a marginally valid alpha coefficient for Sixth Form
colleges (0.709). However two constructs, (8m and 8n) are effectively measuring the same issue,
namely perception of past versus future performance under the Government's funding systems. If the
lowest item is removed (8n) so as to reduce the artificial homogenisation of results, the Cronbach
alpha reduces to 0.689. Therefore the Policy Dissonance antecedent (Px9) is not robust and is
dropped from the final scale. The reasons for the failure of these two antecedents to generate valid
results in five of the nine cases is explored further in chapter 8.

Table 7.4: Reliability analysis for market orientation antecedents
General FE
T1

Antecedent and Items
Pm4
Generate Market Intelligence
4a - Meet customers regularly to ascertain needs

teamsliase direct) with customers
4b -Teaching
-

Sixth Form
Type 2

Itemto
Alpha

Total

AI ha

6492
.

n=163

7139
.

4398
.

2689
.5153

Itemto
Total

Al ha

n=e5

6314
.

3543
.

4937
.5622

4F- Slow to detect change In customer needs R
4a- We survey customer needs termiy
-je-- Meet and plan with agencies twice a year
We use informal means to collect Intelligence
_4f-F--

.
3153
.
2924
.
373
.

.
3607
.
3328
.
5725
.

41- Periodical

.
2618
.

.
2398
.

involvedin data collection
- Teachingteams
detect
fundamental
4h - Slow to
changes
review customer's environment

Final Alpha (retaining
itemsinbold)

1611
.38

Not significant

Specialist
Type 3

2789
.3525

7708
.

Itemto
Total

n=22
.7182

.3089
6586
.
-.1801
0792
.
3660
.

2722
.3924

.

7535
.
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Table 7.4: Reliability analysis for market orientation antecedents continued
General FE

T1

Antecedent and Items
Pm5
Dissemination of Market Intelligence
5a - Informalsharingof informationin the colle a
5b - Regularcrossteam meetingson marketing
Sc - Marketing& teachingdiscusscustomerneeds

Alpha

7680
.

Pm6
Responsiveness to Customers

6a - We respondquicklyto competitoractions R

Pm7
Inclusive Internal Approach
7a - Respondquicklyto direct competitivethreats

7b - Teams are well co-ordinated to meet demands
7c - Can not implement market plans R
7d - Quick to implement new Initiatives

7e - Teachers

rceivethey are providinga service

7f - Teachers conduct customer research
7g - Teachers perceive they do not need to recruit
customers R
7h -New initiatives are hived off to marketin
FinalAlpha (retalning
ItemsIn hold)

Type 3

Total

Alpha

n=163
5346
.

.

7248

.4546
.5109

7725
.
7303
.

n=183
5337
.
2133
.
5704
.
3006
.
.3978
.4623
4468
.
4536
.

.7481
7554
.

n=183

.4189
6212

.
4713
.
3345
.
4867
.
4343
.
4640
.
g

75 54
.

Itemto
Total

Alpha

n=65

8773
.

2677
.

.4183
.5524

4059
.
5794
.
.3010

6b - Market segmentation drives development
6c - Do not overlook customer needs changes [R
6d - Product development relates to customers
6e - Plans driven by customer not product [R]
6f - Our plans are not based on history/politics R
for our customer
- Make product modifications

6h - We respond uickl and positivelyto problems
Final Alpha (retaining
Items
inhold)

Specialist

Type 2

.4018
.5704

5d - Delivery teams circulate market intelligence
5e - Major customers issues are shared quickly
5f - Customer satisfaction data is shared regularly

rx] - Regularcontactbetweenteams R
5h - Teamsshare key marketinformation Rj
items in bold)
Final Alpha (retaining

Itemto

Sixth Form

7666
.

7813
.6069
.

7312
.

8803
.

n=65
3801
.
2617
.
3006
.
5652
.
.5467
4103
.
4486
.
2237
.

7731
.

n=65

.7760

.7029

.4408

n=22

.
7185
.
5327
.

.4224
.2764

6771
.

Total

.4616
6008
.7053

4987
.
.5234
.3653

.7015

Itemto

n=22
6335
.
5320
.
3375
.
4508
.
.1658
4210
.
4871
.
8700
.

8319
.

n=22
47

.4470
1659
.
4997
.

4613
.
5803
.
4459
.

.
4428
.

.
6715
.

.2883
2728

3801
.

Not significant

.5632
5113

4102
.

7904
.

Note: All itemsto total correlationsarestated on the initial iterationof the scale.The itemsto total correlationschangeas part of
the final solutionand are representedin table 7.5.[R] Indicatesa reversecoded questionin the questionnaire.

Reliabilityfor the numberof the constructsexceedsthe 0.7 Alpha thresholdproposedby Cronbach
(1970)and Nunnally(1978)for valid exploratoryresearch.The items to scale correlationfactors
exceed 0.3 for all itemsthat remain in the scale.Table 7.5 sets out the selecteditems and includesthe
final Alpha and item-to-totalcorrelationfactorsfor the antecedentsand items selected.
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Table 7.5: Final items used to construct scales and the variables' names
Antecedent and Items

General FE
T pe1

Alpha

Item to
Total

Sixth Form
Type 2

Alpha

Item to
Total

Pei - INVLDRSP
Innovative Leadership

Specialist
Type 3

Alpha

.7222

n=22
5823
.
4993
.
4390
.
5655
.

n=65
7463
.
5858
.
4749
.

7466
.

n=22

n=65

.7535

1a - Value derivedby the Principaland SMT
1b- Principal communicates the values

If - Createexcitementin workand developchoices
Ij- Pls stimulatesuperiorperformance
Pe3 - GOALCLRT
Clarity of goals & measurable outcomes
3a - Managers quickly identify opportunities
3b - Managers quickly interpret and take decisions
3c - Our systems allow us to identify opportunities

.8067

3d - College goals are understood and tracked

n=163

.7701
6853
.
6146
.
4001
.

Pm4 - GENINTEL
Generate Market Intelligence

5a - Informalsharingof informationin the college

5b 5c 9F5e -

5f - Customersatisfactiondata Is shared regularly
Regular contact between teams R

5603
.
3968
.
5944
.
4277
.
5573
.

7312
.

n=163
5303
.

.5693
.4379
.44f2-4673
.

.4713

8803
.

n=65
4360
.

.3106
.5011
.5661
.4191

3844
.

.7366

.5722
7982

.

.7029

n=22

6032
.
6858
.
6849
.

.3884
3982

.4888

7481
,

"°65

4074
.

5094
.

73934
5346
.
5270
.
.5560

4410
.

5h - Teams share key market InformationR

6j- We respondquickly to competitoractions R
6b - Marketsegmentationdrivesdevelopment
6c - Do not overlookcustomerneedschanges R
6d - Productdevelopmentrelatesto customers
6e - Plans drivenby customernot product R
6f - Our plansare not based on histo / litics R
for
-Make roductmodifications our customer
6h - We rend
quicklyand sitive to problems

"-163

n=22
8453
.
4110
.
5708
.

5850
.

7725
.

6333
.
6757
.
4651
.
4883
.

5570
.
7005
.

Regular cross team meetings on marketing
Marketing & teaching discuss customer needs
Delivery teams circulate market intelligence
Ma or customers issues are shared uickl

Pm6-RESPONSV
Responsiveness to Customers

36 00
.

7708
.

4a - Meet customersregularlyto ascertainneeds
4b - Teachingteams Basedirectlywith customers
4c - Slow to detectchangein customerneeds[R
4d - We surveycustomerneedstermly
4h - Slow to detectfundamentalchanges R
41- Periodicallyreviewcustomer'senvironment

Pm5 - DISINTEL
Dissemination of Market Intelligence

7423
.

Item to
Total

.

.6292

8319
.

n=22
6633
.

.6378

.6364
01
.7
.55
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Table 7.5: Final items used to construct scales and the variables' names continued
Pm7 - INCLVAPP
Inclusive Internal Approach
7a - Respond quickly to direct competitive threats

.7554

7b - Teams are well co-ordinatedto meetdemands
7c - Can not implement market plans [R]
7d - Quick to implement new initiatives

7e - Teachersperceivethey are providinga service
7f - Teachersconductcustomerresearch
7g - Teachers perceive they do not need to recruit
customers [R]

7h - New initiativesare hivedoff to marketing

Note: [R] = reversecodeditems in the originalquestionnaire.

n=163
4189
.

n=22

.7904

.6212
4713
.

3345
.

.4867
.4343

.4640

.3774

3818
.
5858
.

4051
.
5911
.

5227
.
.7032

4658
.

As the magnitude of the effect of every antecedent within each construct is hypothesised to be of
equal importance, the final scales were constructed by simply summing each group of items. This is
valid, as the questionnaire's responses had already been recomputed as z-scores. To derive the
combined construct, it was noted that each component antecedent had a different number of items
composing its scale. Therefore, the final scale score varied considerably. To make scores comparable
and logically consistent with the underlying five-point scale used in the English FE sector by the FEFC
Inspectorate, the scales were constructed as follows:

"

The entrepreneurialantecedentsare summedto create an aggregatedentrepreneurial
leadershipvariablelabeled ENTREPRN,

"

The three marketorientationantecedentsare summedto create an aggregatedmarket
orientationvariable,labeledMKTORNTN.

"

The entrepreneurialleadership(ENTREPRN)and market orientationvariable (MKTORNTN)
are combinedin equalportionsto form a compositemeasure,businessorientation
(BUSORNTN).

The resultsof this processare summarisedin table 7.6 and relateto the constructmodelproposedin
figure 5.1.
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Table 7.6: Final antecedent scores: Means, Min and Max values, excluding RISKVIEW
General FE

Sixth Form

Specialist

Mean

Low

Type 2
n=65
High

Mein-- -7 ow

Type 3
n=22
High

Mean

Antecedent

Low

Type I
n=163
High

Pol
Pet
Pe3
Pe3
EL
EL

INVLDRSP
INVLDRSP
GOALCLR
GOALCLR
ENTLDRSP
ENTLDRSP

1.126
1.126
1.126

5.837
5.837
5.837
5.837

3.376
3.376
3.376
3.376

1.520
1.520
1.520

5.475
5.475
5.475

2.260
2,260
2.260

2.296
2.296
1.512
1.512
3.808

5.550
5.550
5.633
5.633
3.573

3.789
3.789
3.567
3.567
3.678
3.678

Pm4
Pm5

GENINTEL
DISINTEL

1.325

5.798

3.663

1.027
1.192

5.475
6.178

2.620
3.333

1.325
1.493

5.798
5.260

3.663
2.709

Pm6
Pm7

RESPONSV
INCLUSV

1.495
1.861

6.195
7.290

3.772
4.228

2.142

6.779

4.161

2.425
2.702

6.068
6.220

3.906
4.348

MO

MKTORNTN

1.693

5.914

3.760

1.660

5.128

3.472

2.185

4.823

3.513

CP

BUSORNTN

1.586

5.703

3.568

1.934

4.924

3.543

2.419

4.644

3.582

Note: Lower scores = most positive relationship. Standard deviation is 1.0 for all P scales as the values are Z-scores

As the detailedanalysesof scaleconstructionare satisfactory,the combineditem scalesare nowthe
subjectsof various validityassessments.

7.3 Validity assessments
Valid measuresare thosethat measurewhat they are intendedto measure,The constructionof
reliablescales in itself is not sufficientif theyfail to measurevalidly the measurethey purportto
represent.Gronlund(1981)remindsresearchersthat validity should be seen as a matterof degree,
not as an absolutestate.Therefore,the validitytesting seeksto demonstratethat the measuresare
maximisedto measurewhat they purportto measureand minimisenon-relevantvariable
measurement.Validitytestinghas three principalcomponents;content,constructand criterionvalidity.

7.3.1 Content validity
Contentvalidity evaluatesthe effectivenessof the measuresto embracethe differentaspectsof the
domainof the variablebeing measured,Nunnally(1978).The questionnairewas derivedfrom
groundedtheory developedvia a comprehensiveliteraturereviewIn the fields of entrepreneurial
leadershipand market orientation.Two review panels,composedof seniormanagersin the sectorand
academicsat the Universityof Nottinghamwere consultedas part of the theory developmentand
questionnairedesign.The marketorientationdimensionsare also derivedfrom previousempirical
researchin the field, notably Narverand Slater(1990 and 1994),Kohli and Jaworski(1990 and 1993),
Deng and Dart (1994)and Sui and Wilson(1998).
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7.3.2 Construct validity
Construct validity evaluates a measure by how well it conforms to theoretical expectations, Kerlinger
(1973, p463) and Cronbach (1970, p143). Construct validity can be demonstrated by assessing the
degree of convergence of the measures with theory and in turn, its divergence from theory. From the
foregoing literature review, there are two propositions that are developed that are proposed to

demonstrateconstructvalidity.The first is convergentvalidity as follows:
V,

Convergent Validity: There is a strong correlation among the components of
entrepreneurial leadership, the three components of market orientation and in turn, the
three constructs of entrepreneurial leadership, risk perceptions and market orientation.

To test for convergentanalysis,the inter-itemcorrelationsare computedin SPSS usingSpearman's
rho. Spearman'srho was selected,as the scalesare ordinalto ordinalcomparisons.The following
correlationanalysistables demonstrateconvergentvalidity:
Table 7.7a: Correlation analysis for convergent validity: general FE colleges type 1
RESPONSV
INCLVAPP
DISINTEL
Market orientation
1.000
DISINTEL
1.000
5370
RESPONSV
.
632
636'
1.000
INCLVAPP
.
.
Note:Significancelevel a= p<.001 (2-tailed):Spearman'srho

Table 7.7b: Correlation analysis for convergent validity: sixth form colleges type 2
GENINTEL
DISINTEL
RESPONSV
Market orientation
1.000
GENINTEL
465
1.000
DIS INTEL
.
531
420
1.000
RESPONSV
.
.
Note: Significancelevel a= p<. 001 (2-tailed):Spearman'srho

Table 7.7c: Correlation analysis for convergent validity: specialist colleges type 3
GENINTEL
DISINTEL
RESPONSV
INCLVAPP
Market orientation
1.000
ENINTEL
614
1.000
DISINTEL
.
729
1.000
RESPONSV
n/s
.
546
504
1.000
INCLVAPP
n/s
.
.
Note: Significancelevel a= p<. 001, b= p<. 01 c= p<. 05, (2-tailed):Spearman'srho

A strong correlationamong the 3 or 4 componentsindicatesthat they are convergingon a common
construct,therebyprovidingevidencethat there is convergentvalidity. The two risk factorsfor type 2
colleges(sixthform) have a correlationcoefficientof 0.272 at the 0.05 significancelevel. Interestingly.
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there is no significant correlation between the two entrepreneurial constructs for type 3 colleges
(specialist). Convergent validity is also suggested by the high Cronbach alphas when all the relevant
antecedents are combined together into one scale of business orientation (BUSORNTN), as follows:
"

0.8219 for type 1 colleges.

"

0.7000 for type 2 colleges.

" 0.7875 for type 3 colleges.
All item to total correlations exceed 0.3886, with the highest correlation being 0.8241. When the three
constructs, entrepreneurial leadership, risk moderator and market orientation are correlated; items are
summated into one overarching scale as set out in table 7.8 below:

Table 7.8: Reliability testing of combined scale for convergent validity
I
ENTREPRN I
RISKVIEW
1:
General
FE
Type
ENTREPRN
MKTORNTN

1.000
796

MKTORNTN

I

1.000

1

1.000

I

Type 2: Sixth Form
ENTREPRN
RISKVIEW
MKTORNTN

1.000
249
.
666
.

1.000
245
245'
.

Type 3: Specialist
ENTREPRN
RISKVIEW
MKTORNTN

1.000
Notsignificant
671
.

1.000
645
.

1.000

Note: Significancelevel a= p<. 001, b= p< .01 c= p<. 05, (2-tailed):Spearman'srho

The correlationsbetweenmarket orientation(MKTORNTN)and entrepreneurialleadership
(ENTREPRN)are strong. Borg(1963) proposesthat correlationsin the range 0.65 to 0.85 make group
predicationspossible.In contrast,the correlationbetweenRISKVIEWand entrepreneurialleadership
is very low, indicatingthat it has limitedvalue for predicationstudies,and very limitedusefor
exploratorystudies. The relationshipwith market orientationis veryweak for Sixth Form colleges,but
strong for Specialistcolleges. In conclusion,RISKVIEWis unreliableand its constituentPxepersonal
risk Is derivedfrom only two factors, which in turn havelow correlationwith the other two principal
antecedents,entrepreneurshipand marketorientation.ThereforeRISKVIEWis droppedfrom the
model,despite CronbachAlphas in excessof 0.7 beingachieved.
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Returning to the testing for convergent validity, validity is also suggested by the one factor solution in
an exploratory factor analysis as proposed by Kim and Mueller (1978), with:

"A

one-factorsolutionwith an Eigenvalueof 1.80 with 90.13% of the varianceexplainedfor
Type 1 (generalFE) colleges.

"A

one-factor solution with an Eigenvalue of 1.86 with 61.95% of the variance explained for
Type 2 (sixth form) colleges.

"A

one-factor solution with an Eigenvalue of 2.12 with 70.80% of the variance explained for
Type 3 (specialist) colleges.

In summary, convergent validity (V1) has been demonstrated and the risk antecedents (RISKVIEW)

have been droppedfrom the scalesas beingunreliable.

The second propositiondesignedto test constructvalidity is basedon discriminantvalidityas follows:
V2

Discriminant Validity: The correlationbetweenthe MarketOrientation(MKTORNTN)
constructand the market orientationbusinessphilosophyis higherthan the correlation
with the alternativebusinessphilosophyof productorientation.

To assess discriminantvalidity,the constructswill needto be assessedagainst alternativemeasures
to demonstratelower correlations.For such testing,the work Peterson(1989, p9) has been used to
derivefour businessphilosophiesfor privatesectorfirms, namely:
"

productionorientation,

"

salesorientation,

"

marketingorientation.,and

"

societal(political)orientation.

Deng and Dart (1994, p737)appliedthis methodof discriminanttesting In their work and it has
typicallybeen used henceforthby other researchers.Deng and Dart used a singlequestionto calibrate
the firm's businessphilosophy.This approachof using a singlemeasureIs theoreticallyweak,
particularlyin complexenvironments(Stinchcombe,1968, p18-20).In addition,Drucker(1985, p129
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and p167-171)advocatedthat it is too simplisticto definea not-forprofitorganisation'sgoals in private
sectorterms withoutextra interpretationfor their complexbusinessorientation.

Field testing of the questionnaire demonstrated that the use of a single item would result in
interpretation problems, especially amongst mono-client and mono-product institutions. Typically these
institutions do not use the language of the marketing discipline (especially as it is couched in language
more commonly associated with the private sector) to describe their work. Amongst general FE
colleges, the field work trial suggested that responders would not necessarily provide consistent
answers between their perception and the underlying actions of the college, e. g. they would (like to)
say market philosophy is the driving paradigm, whereas the rest of the college would actually be
production orientated. Further piloting work indicted that all colleges are by their very nature, societal
in orientation, being politically influenced organisations controlled by the politically controlled FEFC
and DfEE. Furthermore, pricing was not a key issue in driving new business, as fees are not charged
to a significant proportion of consumers of FE due to either Statute (e.g. under 19s not charged by law)
or through competition or policy not to charge for retired customers etc. Furthermore the dominant
philosophy in the provision of state goods as advocated by Drucker and Casson is whether the
(i.
led (i.e. product or
allocation of public services are client led e. market orientated) or supplier
producer led).

As leadersof publicfirms, Principalswill not necessarilyuse the languageof the privatesectorto
describetheir work or businessphilosophy.To overcomeresponderbias, the constructswere
incorporatedinto the main bodyof questions(items) usedto test market orientationand extractedto
constructthe two businessphilosophies.These philosophiesare market orientationand product
orientated.In conclusion,to measurediscriminantvalidity,the questionnaireuseditems drawnfrom
the marketorientationscales to measuretwo alternativebusinessphilosophiesand they are
representedas follows:
(1) Market Philosophy
(a) Responsiveness:(Question6a) - Speed of responseto competitorchanges
(b) Market Needs:(Question6f) - Offeringdriven by identifiedmarket new [Reverse
codedquestion]
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(2) ProductPhilosophy
(c) Product Changes: (Question 6d) - Product development is reviewed periodically to
customer needs.
(d) Technological/Curriculum Change: (Question 6e) - Business Plans driven by
technological/curriculum changes not market needs per se [Reverse coded].

To measure discriminant validity, correlation coefficients are calculated. As recommended by Nie et al
(1975, p289), Kendal's tau_b correlation coefficient has been selected as the transformation of scales
has resulted in a large number of variables with potentially tied scores. Such scenarios decrease the
statistical accuracy of Pearson and Spearman correlation coefficients (Blalock, 1979, p445).

Spearmancorrelationcoefficientsare more suitablewhen the ratio of casesto categoriesis smaller
and hence has been used for Type 2 and Type 3 collegesdue to their smallersample sizes. The
correlationanalysesfor the three groups of collegesare set out in the tables 7.9a to 7.9c:
Table 7.9a: Correlation analysis for discriminant validity - type I colleges
Genera l FE C o ll eges
n=163

ENTLDRSP

EntrepreneurialLeadership

MKTORNTN

MarketOrientation

BUSORNTN

BusinessOrientation

Market Philosophy

Product Philosophy

Responsive

Market
Needs

Product
Changes

Technology

304°
.
458'
.
T
390"
.

228°
.
389
.
8
314
.

255°
.
360'
.
307'
.

247
.
365a
.
319
.

Note: Significancelevel a= p<. 001 (2-tailed):Kendal'stau
-b

Table 7.9b: Correlation analysis for discriminant validity - type 2 colleges
Sixth Fort» Co ll eg es
n=65

ENTLDRSP

EntrepreneurialLeadership

MKTORNTN

Market Orientation

BUSORNTN

BusinessOrientation

Market Philosophy
Responsive
°

296
.
525'
.
455'

Product Philosophy

Markst
Needs

Product
Changes

Technology

409'
.
512'
.
514'
.

NotsiyMftuM

249
.
456
.
408'
.

562'
.
404'
.

Note: Significancelevel a= p<. 001, b= p< .01 c2 p<. 05, (2-tailed):Spearman'srho

Table 7.9c: Correlation analysis for discriminant validity - type 3 colleges
spec i ali st Colleg es
n=22

ENTLDRSP

EntrepreneurialLeadership

MKTORNTN

Market Orientation

BUSORNTN

BusinessOrientation

Market Philosophy
Rosponsive

673'
.
753'
.
768'
.

Markt
Needs
Notaig^Mcant

Notsio^
Notsignftant

Product Philosophy
uct
Changes

617 b
.
584 b
.
600 b

f,

nobpy

w Noºfleant

Notsionftent
NOW~

Note:Significancelevel a= p<.001, b= p< .01, (2-tailed):Spearman'srho
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The correlation coefficients suggest that it is the case that stronger correlations exist between market
orientation and entrepreneurial leadership with the marketing philosophy than the production
philosophy. The coefficients have a 0.01 significance level. Therefore the matrix confirms hypothesis
V2 and discriminant validity has been demonstrated. In conclusion, construct validity has been
demonstrated.

7.3.3 Criterion validity
Criterion validity, also known as predictive or external validity, evaluates how well the measure
conforms to the theoretical expectations and hence can be generalised to the rest of the population.
As the antecedents purport to measure business performance, criterion validity would be
demonstrated if there is a positive correlation between the antecedents and business performance.
The criterion validity can be expressed as follows:

Criterion Validity: Leadershipand market orientationmeasuresshouldbe positively

V3

relatedto businessperformancemeasures.
To test for criterionanalysison the independentvariables,it is necessaryexaminetheir relationship
with the three output (dependent)variablesproposedin the modelin figure 5.1.The dependent
variablesare:
"

01 - GenerateTradingVolumes(TRADVOL).

"

02- Innovativeand adaptive(INVADPT).

"

03 - Long Term FinancialStability(LTSTABLE).

Thefourth dependentvariablerepresentedin figure 5.1 (04 superiorteachinggrades), is a qualitative
performanceeffectivenessmeasure,ratherthan a financialbusinessperformancemeasure.This
fourth dependentvariable is consideredas partof the advancedcausalrelationshipmodellingof
section7.4.

Attemptsto derivea single measurefor eachdependentvariablefailed the CronbachAlpha tests. As
Balabaniset al (1997) discovered,Identifyingrobust and testable performancecriteriafor not-for
profits (in their case the top 200 British charities)is hard.As theorisedIn section5.8, the dependent
variablesare unlikelyto be an individualvariable. Various studies(Deng& Dart 1994, Narver& Slater
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1990) have called upon the participant to self-assess the dependent variable, typically one measure.
This has two obvious weaknesses, namely the lack of autonomous measurement of the dependent
variable (i.e. potential responder bias) and excessive reliance being placed upon a single measure.
The curriculum performance dependent variable (04) is not used in this part of the testing,beinga function
of the LISRELmodellingin section7.5.4. For this study, the dependent variables (0,, 02 and 03) are
drawn from a range of independently generated values and are set out in table 7.10.

Table 7.10: Output performance measures
Rof Dependent Variable and source
01

Generate Trading Volumes
TRADVOL
S
S
S

02

Averageachievementof FEFCunit target over two years
Retentionrate of FT students
Retentionrate of PT students

ACHFUND
RETFT
RETPT

Innovative and adaptive
INVADPT
AverageCurriculumGrade
Supportfor StudentsGrade
QualityAssuranceGrade
GovernanceGrade
ManagementGrade

03

Variable
Name

CURGRADE
SSPGRADE
QAGRADE
GOVGRADE
MANGRADEJ

Long Term Financial Stability
LTSTABLE
I
Averageclasssize
F Total Incomein 1998
F -Surplus in 1998
F Averagecashgeneratedfrom operationsover two years (1997 & 1998)
F Incomenet of staff costs:Decisionsce for investment

AVGNOS
TNOVER98
SURPLUS
AVGCASH
NONPAY

Data Source:F= Financialdata set, I= Latest FEFCInspection,S= FEFCStatisticaldata set

To measurecriterionvalidity,correlationcoefficientsare calculated.As recommendedby Nie et al
(ibid.1975),Spearman'srho correlationcoefficientshave been used as per table 7.9a-c.The
correlationanalysesfor discriminantvalidity testingare set out in tables 7.11a-c. Only significant
correlationsare reported.
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Table 7.11a: Correlation analysis for discriminant validity
- type I colleges
Dopendent
Independent Variables
Varla I.
GOALCLRT
DISINTEL
RESPONSV
ACHFUND

.0920

RETFT
0W.
RETPT
CURGRADE
SSPGRADE
QAGRADE
O GOVGRADE
MANGRADE
CLASSOBV
TNOVER98
SURPLUS
ý
0 AVGCASH

122°
.

1

152
.
12
.

203
.

2108
.

133'
.
156
.
133
.
106
.138'
.

1

168"
.191`

INCLVAPP
096
.

1

.

208
.
187°
.181
.229

.
156
.

135
.160

.
95
.0

i

235

.
128
.

106
.

NONPAY

Note:Significancelevel a= p<. 001, b= p<. 01, c= p<. 05, d=< 10, (2-tailed):Kendal'stau
.
_b

Table 7.11b: Correlation analysis for discriminant validity - type 2 colleges
Dependent
Independent Variables
Variable
GOALCLRTTGENINTEL
DISINTEL RESPONSV PERSRISK POLCYDIS
ACHFUND
V. RETFT
0
RETPT
CURGRADE
SSPGRADE
N
QAGRADE
0
GOVGRADE
MANGRADE
AVGNOS
TNOVER98
09 SURPLUS
0
AVGCASH
NONPAY

.247
311'
.
255,

246'
.

1

I

230
.

Note:Signlflcancelevel b= p<. 01, c= p<. 05, d=<. 10, (2-tailed):Spearman'srho

Table 7.11c: Correlation analysis for discriminant validity - type 3 colleges
Independent Variables
Dopendent
INVLDRSP GOALCLRT GENINTEL
Varia le
DISINTEL RESPONSV INCLVAPP
V.

0

N

0

6

ACHFUND
BETFT
RETPT
CURGRADE
SSPGRADE
QAGRADE
GOVGRADE
MANGRAýD
AVGNOS
TNOVER98
SURPLUS
AVGCASH
NONPAY

521

469
.

Ib.543

PERSRISK

422
.

F-. -4-41-'g'7
F--.-4-0-4'0"-l

Note:Significancelevel a= p<. 001, b= p<. 01, c= p<. 05 (2-tailed):Spearman'srho
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The Spearman's rho correlation coefficients suggest that it is the case that significant correlations exist
between the certain components of the independent variables and the dependent variables.
Interestingly, no sub-population of colleges has any significant correlation with the long-term stability
output variable, 03. The implications and causes of this observation are dealt with in the next chapter.

The next step is to review the correlation coefficients with the composite scales of business
performance, (composed of risk, entrepreneurial leadership and market orientation) and the relevant
variables identified as displaying significant correlations with the sub-components of the constructs.
The sample is treated as sub-populations and Table 7.12 sets out the results of this correlation work
and only significant correlations are shown.

Table 7.12: Correlation analysis for discriminant validity by composite scales
Independent Variable
--Dependent Variable
ENTLDRSP
MKTORNTN
BUSORNTN
ENTLDRSP
MKTORNTN
BUSORNTN
Type I Colleges: General FE
CURGRADE
SSPGRADE
QAGRADE
GOVGRADE
MANGRADE
AVGCASH

CumculumGrade(Average)
StudentSupportGrade
QualityAssuranceGrade
GovernanceGrade
ManagementGrade
CashGeneratedover two years

.179
190
.161
.254
.
.265
158
.

200
.211
.
.186
.190
219
.

166
.186
.
.158
203
.223
.

298
.
2222
.2

320
.236
.
.228

Type 2 Colleges: Sixth Form
RETPT
ACHFUND
QAGRADE
SURP UUS98

Retentionof PT Students
Achievementof FEFCfunding
QualityAssuranceGrade
Surplus Historical1998)

T pe 3 Coll

es: Specialist

212
.276
.
225
.

Curriculum Grade (Average)
489F
1
638
CURGRADE
.
.
001,
b=
05,
d=p<.
10,
(2-tailed):
Spearman's
Note: Significancelevel a= p<.
p<. 01, c= p<.
rho.

I

582
.

The correlationsare weak to modest,in commonwith the previouslycited market orientationresearch
studies.Researchersmust be awareof four caveatswhen undertakingcorrelationanalysis,namely:
1. A correlationfactor does not automaticallyimply a causal relationship,(Mouly,1978).
2. Type I errors(rejectingthe null hypothesisin error) can occur where the significanceis not
set high enough,e.g. at p =< 0.001 (Rose and Sullivan, 1993, p1968).
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3. Type II errors (accepting the null hypothesis in error) can occur where the significance
level is too high, e.g. at p<= 0.100. Therefore caution is required when interpreting results
when higher levels of significance are used.

4. Statisticalsignificancemust be accompaniedby an indicationof effectsize.
The use of statistical significance on its own has been the subject of much criticism (Thompson and
Snyder, 1997), as the test statistics are driven by sample size. Small samples require higher test
statistics to avoid elimination of material sample error, whereas large samples can generate
statistically significant results on very weak data. To avoid Type II errors, the significance level has
been set at a factor of p =< .10, so as to identify weaker correlations. This is valid, as the samples
used for the test statistics, although small in absolute terms, are actually large when compared to the
underlying sub-populations, typically 50% -65% of the entire population. In raising the significance
level, the probability of Type I errors rises, but not to an unacceptable level.

The correlationanalysiswork would suggestthat businessperformanceis a functionof other
independentvariablesin additionto market orientation,entrepreneurialleadershipand risk aversion.
Slaterand Narver(1994, p52) identifiedthat otherfactors may affect profitability.However,this does
not in itself negate the benefitsof adoptinga positivemarketorientationper se in an EnglishFE
college.

In conclusion,the correlationmatrixconfirmsvalidity testing hypothesisV3 and thereforecriterion
validity has been appropriatelydemonstrated.

7.3.4 Conclusions on validity testing and key hypothesis of the thesis
The risk of invalidityhas been systematicallyaddressedat each stageof the researchdesign.This
approachto minimisinginvalidityis summarisedbelow:
a theoreticalgroundingof the researchvia a broadtheoreticalliteraturereview basedon prime
sources,empiricalstudiesand alternativetheoreticalapproachesto the area of research,
panelreview by the researcher'ssupervisorsand panelreview by FE sectorseniormangers
on criterionvalidity,
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"

adoption of suitable methodology to collect data on the subjects under research, together with
the piloting of the instrument prior to full scale usage,

"

systematic attention to performance detail of the research instrument to obtain high response
rates and minimise missing data values,

"

obtaininga representativesampleof the populationof FE collegesand the avoidanceof
deletingcasesof data due to missingvaluesduring the analysisphase,

"

ensuring reliability of scales by use of split tests, Cronbach alpha testing and correlation
analysis,

"

minimisingType I errors(rejectingthe null hypothesiswhen it is in fact true) by settingrigorous
levels of significancein correlationanalysis,

"

minimisingType II errors(acceptingthe null hypothesiswhen in fact it is false) by beingaware
of the implicationsof using highlevelsof significancein correlationcoefficientsto minimise
Type I errors,and

"

demonstrationof content,constructand criterionvalidity.

In conclusion,suitableevidencethat supportscontent,convergent,discriminantand criterionvalidity
has been collatedand demonstrated.

This evidencesupportsthe propositionthat the scalesare valid, measuringthe variablesthat they
purportto measure.The thesis hypothesisedthat the greatera college'sbusinessorientation(the
summatedconstructsof marketorientationand entrepreneurialleadership),the superiorits business
performance.The core hypothesisof the thesisas set out in section5.4 was provedduring the
reliabilityand validitytesting phaseof the analysis,namelythat:
Hi

Collegeswith higher levelsof entrepreneurialleadershipwith lower levels of risk
adversityand a more positivemarketorientationdo havesuperiorbusiness
performance.

Howeverbased on the previoustesting alone,this relationshipmay not be concludedto be uniform
across the EnglishFE sector. This relationshipis inevitablymoderatedby other factors in common
with other businesssystems.The followingsectionsgo beyondthis initialanalysisto explorethe
nature and strengthof these relationshipsbetween market orientation,entrepreneurialleadership,and
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the proposed alternative independent variables with business performance. The next stage is to test
the secondary hypotheses set out in section 5.4. These secondary hypotheses propose differentials in
the nature of the relationship that have already been explored in the FE sector. Moving beyond initial
analysis, the multivariate analysis tools of partial correlation and LISREL are used to explore the
complex interactions that are implicit within the model in figure 5.1.

7.4 Differential performance within the FE sector
Havingestablishedthat there is a relationshipbetweenmarketorientation,entrepreneurialleadership
and risk aversionacrossthe EnglishFE sectorwith businessperformance,the sub hypothesesare
now subjectof testing.Section5.4 proposeda series of hypothesesderivedfrom the modelbasedon
the observationsand propositionsset out in section1.3.

7.4.1 Differential market orientation
As proposedby Kohli and Jaworski(1990,p 14), moderatorshavean effecton the impactof the
market orientationfactor in terms of its impact on businessperformance.Subsequentresearchers
(Slater & Naiver 1994;Deng & Dart 1994;Kohli et al 1993;Gray et al 1998 and Balabaniset al 1997)
haveexploredthe nature of this relationshipand found differentialresults.These moderatorsinclude
organisationalsize, cost differentials,specialismand environmentalfactors,such as competitor
intensityand for educationproviders,socialdeprivationof the clients.

Relativeorganisationalsize has been proposedas beingan inhibitorof the adoptionof the market
orientationconstruct,(Scherer,1980).The first hypothesisis:
H2

Largercollegeshave a lower market orientationthan smallercolleges.

The relativesize (RELSIZE)of institutionshas been determinedby comparingcross sectortotal
incomein 1998, the latest year availableand restatingthem as z-scores.The use of total income
recognisesthat FE collegeshave alternativesourcesof income,which can be substantial(circa 50%)
for someinstitutions.As collegesmarketorientationis independentfrom each other, the independent
samplesare dividedintothree groups basedon relativesize of turnoversin 1998 and the T-test
statisticwill be used.Thereforethe relativesize variablehas been trichotomisedby numberof
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institutions (RELSIZEI) to measure different groups of colleges and their market orientation score
(MKTORNTN, with lower scores being more positive). The smallest third of colleges are compared
with the largest third and the results are set out in table 7.13:

Table 7.13: Market orientation and relative college size
RELSIZEI
1: Smallest Third
3: Largest Third
MKTORNTN

Std Deviation

SE of Mean

707
.
778
.

0084
.
0092
.

2-tailed
Significance

Mean
Difference

140

.013`

-.312

.

013

-.312

.

E u l

Note: c=p<

Mean

3.496
3.808

Degrees of
Freedom

Vq a

Unequal
Variances

n

71
71

138.7

.

Standard
Error

95% confidence interval of
the difference

125

-. 559

-.0065

125

-. 559

-. 0065

05
.

The significance level of the test statistic of 0.013 is lower than the 0.05 confidence level, therefore the
null hypothesis (Ho) that there is no significant association is rejected. Therefore the differences in
means are significant and are unlikely to be Type I errors. Therefore, smaller colleges do have higher
market orientation scores than their larger peers. However the difference between the two means is
not large being 0.312 and the standard deviation of larger colleges of market orientation is larger than
those of smaller colleges. This implies that the variability of the market orientation scores of smaller
colleges is lower than larger colleges and is represented in the following histograms in figure 7.1:
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Figure 7.1: Relative distribution of market orientation for small and large colleges
In conclusion, relative size will have a moderation effect on market orientation. In the multivariate
analysis investigation, this factor (RELSIZE) will need to be reviewed. The causality of this difference
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could be due to the superior performance of the smallest specialist colleges' vis-ä-vis their larger
general FE college peers. These colleges tend to be focused on client orientation having a narrower
range of product to market and sell.

The NAO (2001, p42) study on student achievement in English FE demonstrated that specialist and
sixth form colleges have superior student performance than their general FE peers. Typically, general
FE colleges are larger than their specialist peers, as per the analysis of 241 colleges from the sample
in figure 7.2:
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Figure 7.2: Relative college sizes in 1998/99 of the 250 responding colleges

In conclusion,two factors needto be consideredin the analysisstage,relativeinstitutionsizes and
college specialism. The issue of cost differentials needs to be reviewed in the next test.

Relative cost differentials have been proposed as affecting business performance, (Scherer, 1980). In
the FE sector, colleges expect to effectively balance their budgets in the long term between income
and costs. However, they are expected to change the balance of expenditure between recurrent costs
and investment activities, especially in technology and customer service. Therefore, colleges that
spend less on payroll are perceived as having a better costs structure as their management have more
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resources(incomenet of payrollcosts)to deploy on indirectcosts, investmentand development
activities and capital investment. The second hypothesis to be considered is:

H3

Colleges with a superior cost differential have a superior market orientation.

Therefore colleges' relative cost structures (RELCOST) are computed as the balance of income left
after the deduction of payroll costs. Higher values equate to more resources being available for
deployment to indirect costs, surpluses and investment activities. Z scores are computed in common.
As each college's market orientation is independently established from other colleges, the independent
samples T-test statistic will be used. Therefore the relative cost variable has been trichotomised by
number of institutions (RELCOST1) to measure different groups of colleges and their market
orientation score (MKTORNTN, where the lower scores are more positive). The smallest third of
colleges are compared with the largest third and the results are set out in table 7.14:

Table 7.14: Market orientation and cost structure differentials
RELSIZEI

3: SmallestThird
1: LargestThird
MKTORNTN

n

Mean

Std Deviation

SE of Mean

71
71

3.568
3.623

732
.
825
.

0087
.
0098
.

Degrees of
Freedom

2-tailed
Significance

Mean
Difference

Standard
Error

140

643
.

-.006

131
.

-. 320

-.198

138.0

643
.

-.006

131
.

-.320

-.198

Equal

Variances
Unequal
Variances

95% confidence Interval of
the difference

The test statisticfails the significancetest and thereforethe null hypothesisis accepted;there is no
significantdifferencebetweenthe market orientationscores betweenthe highest and least costs
groups of colleges.

Slater & Narver(1994) haveproposedthat the firm's approachto the market in terms of its offeringof
specialismvis-ä-visgeneralisationhas relevance.Two hypothesesare proposed:
H4

Specialistproductcolleges(art & design and LBI/ agriculturalcolleges)will havea
lower marketorientationthan general FE collegesand Sixth Form Colleges.

H5

Sixth Form Colleges(homogenousclient group)will havea higher market orientation
than generalFE colleges
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The analysis of variance (ANOVA) statistic tool is used, as each college is independent from other
colleges and the variances of the groups are equal. The null hypothesis of the test is that all three
subgroups, on average, have an equal market orientation score. Table 7.15 sets out the results of the
tests:

Table 7.15: ANOVA tests: Differential market orientation levels due to specialism
Type
1: GeneralFE

n

Mean

Std Deviation

SE of Mean

163

3.760

2: Sixth Form
3: Specialist

65
22

3.472
3.513

827
.745

0065
.0092

Totals

250

3.663

806
.

0051
.

Mean Square

F

2.201
639
.

3.447

ANOVA

.
.736

Sum of Sqs.

Between Groups
Within Groups

4.4
157.7

2
247

Total

163.1

249

.
1568
.

Sig.

.

033

Note: c=p< .05

The test statistic(F) is significantat the 0.05 level;thereforethere are differentiallevelsof market
orientationbetweenthe groupsand the null hypothesis(i.e. thereare no significantdifferences)is
rejected.However,this statisticdoes not indicatewhich groups are differentto one another.The posthoc Turkey HSD test providethis informationand the resultsare set out in table 7.16 below:
Table 7.16: Post hoc Tests: Differential levels due to specialism
Mean Diff.

(I) College Type

(J) College Type

1: General

1: Sixth Form
3: Specialist
1: General
3: Specialist
1: General
2: Sixth Form

2: Sixth Form
3: Specialist
Note: c=p< .05

(I-J)

Std.Error

288
.
247
.
-.288
-.004
-.247
-.004

117
.
182
.
117
.
197
.
182
.
197
.

-Sig. 03

.
363
.
037
.
976
.
363
.
976
.

95% Confidence Interval
upper
Lower

001
.
-.179
-.563
-.503
-.672
-.421

563
.
672
.
001
.
421
.
179
.
503
.

In conclusion,Specialistcolleges(Type3) do not have a statisticallydifferentmarket orientationscore
than generalFE or Sixth Form colleges.Therefore,H4 is not proved.In contrast,hypothesesH5 is
provedand Sixth Form Colleges(Type 2) havea statisticallysignificanthigher marketorientationthan
generalFE colleges(Type 1). In summarySFCcollegesare market orientatedthan their generalFE
collegepeers. Thereare no significantdifferentialsin marketorientationbetweenspecialistcolleges
and either generalor sixth form colleges.
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The National Audit Office review (2000) of college's financial health and its causation concluded that
the geographical location appeared to be important determinants of college financial performance.
They proposed that city and urban colleges faced more intense competition than semi-urban and rural
peers did due to the proximity of alternative providers and a more mobile client population due to
superior and cheaper transport infrastructures. This conclusion is summarised into the following
hypothesis:
He

General FE and Sixth Form colleges in city/urban areas have a higher level of market
orientation and entrepreneurial leadership than those colleges operating in small-town
and rural environments.

The state,via the DfEEand the FEFChas prioritisedsocialexclusionas a prioritypolicyarea in the
period 1998-2001for new fundingin FE, it is proposedthat:
H7

GeneralFE and Sixth Form collegesthat serve clientswith higher levelsof social
deprivationfundingfactors havea higher marketorientationthan their peers serving
clientswith relativelylowerlevelsof socialdeprivation.

Usingthe FEFCclassifications,the city/urbanvariable was compiled(CITYURBA)and designationIs a
dichotomy.The FEFCdeprivationdesignation(DEPRVD)groupscolleges into4 groups.The results
for geographicallocation(CITYURBA)is set out in table 7.17 (T-test):
Table 7.17: Market orientation, entrepreneurial leadership and competition concentration
cl

RBA

0: Ruraland semi-urban
1: C' and Urban
MKTORNTN

E u l
Vq a
Unequal
Variances

N

Mean

Std Deviation

SE of Mean

122
106

3.576
3.794

800
.
819
.

0072
.
0080
.

Standard
Error

95%confidence interval of
the difference

Degreesof
Freedom

2-tailed
Significance

Mean
Difference

226

043
.

-.218

107
.

-.430

-.001

219.9

043
.

-.218

107
.

-.430

-.001

an

td Deviation

SEof can

3.457
3.526

1.006
1.026

0091
.
0100
.

Note: C0P< .05
N

CITYURSA
0: Rural and semi-urban
1: City and Urban
ENTREPRN

Equal
Variances
Unequal
Variances

122
106

Degrees
Freedom

2-tally
Significance

can
Difference

standard
Error

226

609
.

-.0069

135
.

-.335

197
.

220.3

610
.

-.0069

135
.

-.335

197
.

95% con dens lntorvs- of
the difference
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For market orientation (MKTORNTN), the significance level of the test statistic (0.043) is lower than
the 0.05 confidence level, albeit not by much. Therefore the differences in means are significant and
are unlikely to be Type I errors. However, the result is contradictory to that proposed by the literature
namely that rural colleges are proposed to have lower higher market orientation than their city peers
do. However the difference between the two means is not large being 0.218. This implies that the
variability of the market orientation scores of rural and small town colleges is marginally lower than
colleges in the larger city and urban areas. This is represented in the following histograms:
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Figure 7.3: Relative distribution

of market orientation for urban and non-urban colleges

For entrepreneurial leadership, the null hypothesis (Ho) is not rejected and there is no significant
difference between the two groups as demonstrated by the test statistic.

For testing deprivation, the DEPRVD variable is classified into four discrete groups. The ANOVA test
statistics is used and the results are summarised in table 7.18 as follows:
Table 7.18: ANOVA Tests: Market orientation and deprivation factor of clients

DEPRVD
0: None - Low
1: Medium
2: High
3: Severe
Totals

ANOVA
Between Groups
Within Groups
Total

N

Mean

Std Deviation

SE of Mean

98
82
25
23
228

3.752
3.575
3.577
3.834
3.678

805
.
831
.
711
.
881
.
814
.

008
.
009
.
142
.
184
.
005
.

Sum of Sqs.

df

Mean Square

F

Sig.

2.2
148.0
150.2

2
224
227

747
.
661
.

1.130

.383

In conclusion, the different deprivation groups do not result in statistically significant levels of market
orientation and the null hypothesis (Ho) is not rejected and hypothesis H7 is not accepted.

In summary, college type, relative size and their geographical location appear to relate to market
orientation. This analysis isolates the two variables in the test statistics but it does not measure the
true scenario, whereby the various variables interact simultaneously. The more powerful multivariate
tool of multiple regression will be used to measure this multiple interaction scenario and these results
bivariate test results will provide a focus for the direction of that secondary analysis.

7.4.2 Differential entrepreneurial orientation
As proposed by Hambrick (1985) and Weirsema and Bantel (1992), the dynamics of the top
management team are important moderators when measuring leadership affects. The first hypothesis
is concerned with top team turnover:

Hs

Collegeswith relativelylower seniorstaffturnover providelowerlevels of
entrepreneurialleadership.

The turnoverof seniorstaff in the two years priorto 1 August2000 has been split intofour groups and
ANOVAtest statistichas been used.The resultsare set out in table 7.19:
Table 7.19: ANOVA tests: Entrepreneurial leadership and top team turnover
SMTCHNG
0: None
1: Low (1%- 33%)
2: Medium 34% - 66%
3: H' h (67%-100%
Totals
ANOVA

BetweenGroups
Within Groups
Total

N

Mean

Std Deviation

SE of can

82
92
63
13
250

3.412
3.549
6.543
3.611
3.506

1.036
926
.
875
.
1.187
989
.

115
.
010
.
124
.
329
.
006
.

Sum of $qs"

df

MoanSquare

F

Sig.

1.1
242.3
243.4

3
246
249

376
.
985
.

9872
.

766
.

The test statisticfails the significancetargetof 0.05 hencethe null hypothesis(Ho)is not rejected.
Thereforethe level of top team changedoes not havea statisticallysignificantimpacton
entrepreneurialleadership(ENTREPRN).
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The second propositions is that Principals appointed prior to or during the Local Education Authority
control period (i.e. prior to 1 January 1991) are more risk adverse and display lower levels of
leadership. This is proposed as follows:

H9

Principalsthat were appointedprior to the Incorporationof colleges(pre 1992)are more
risk adverse(RISKVIEW)and havelower levels of entrepreneurialleadership
(ENTRPRN)than their peers appointedpost incorporation.

IndependentT-Testsare used as the test statisticand the resultsare set in table 7.20 as follows:
Table 7.20: Longevity of the Principal, entrepreneurial leadership and risk view.
n

Mean

td Deviation

SE of Mean

0: Withthe LEA

69

3.293

1.019

1: Post LEA era

181

3.586

967
.

123
.007

STARTERA

ENTREPRN

Degrees of
Freedom

u l
Eq a

248

Unequal
Variances

117.4

2-tailed
Significance

.

035`

040
.

Mean
Difference

.

295

295
.

Standard
Error

.

95% confidence Interval of
the difference

139

002
.

568
.

142
.

001
.

576
.

.

Note:c=p<. 05
STARTERA

0: With the LEA
1: Post LEA era
RISKVIEW

Equal
Variances
Unequal
Variances

n

Mean

Std Deviation

SE of Mean

24
63

3.497
3.498

844
.
863
.

172
.
109
.

Degrees
Freedom

2-tailed
Significance

Mean
Difference

Standard
Error

85

997
.

009
.

205
.

-.408

410
.

12.5

997
.

009
.

204
.

-.409

412
.

95% confidence interval
the difference

Note: GeneralFE collegesdo not score on the risk dimension(see table 7.6), hence only type2 and 3 colleges
are includedin the test statistic.

For entrepreneurialleadership,the significancelevel of the test statistic(0.035)is lower than the 0.05
confidencelevel,albeit not by much.Thereforethe differencesin meansare significantand are
unlikelyto be Type I errors;the null hypothesis(Ho)is thereforerejected.However,the result is
contradictoryto that proposedby the literaturenamelythat PrincipalsappointedIn the pre FEFCera
are more entrepreneurialthan their more recentlyappointedpeers.Althoughthere is a difference,the
magnitudeof the variationbetweenthe two meansis not large, being0.295. For risk aversion,there is
no significancebetweenthe two groups.It should be noted that no reliablescale for generalFE
principalswas obtainedhencethe test statistic reportson sixth form and specialistcollegesonly.
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As proposed by Casson (1982) and Bhide (1994), the qualities of entrepreneurship are not related to
education, gender or professional background per se. Although education and experience is important,
the construct measures entrepreneurship not managerial skills per se. Therefore two hypotheses are
proposed, namely:
Hlo

Principals that come from a traditional curriculum background are no more

entrepreneurialthan thosefrom other backgrounds,and
Hil

Gender,age, educationalbackgroundand the Principal'slast job are irrelevantfor the
determination of entrepreneurial leadership.

From the questionnaire,biographicaldata was obtainedfrom the respondents.The influenceof a
Principal'sbackgroundwas testedusing the T-Teststatistic.Those respondersfrom a curriculum
backgroundwere codedinto one groupand thosefrom other or hybrid(curriculumand other)
backgroundswere codedinto anothergroup.The resultsof the test are set out in table 7.21:
Table 7.21: Principal's professional background in post and entrepreneurial leadership
BACKGROUND

n

0: CurriculumBackground
1: Other/HybridBackground
ENTREPRN

Equal
Variances
Unequal
Variances

an

Std Deviation

SE of
Mean

008
.
009
.

150
100

3.451
3.586

989
.
986
.

Degreesof
Freedom

2-tailed
Significance

Mean
Difference

Standard
Error

248

290
.

135
.

128
.

-.116

387
.

212.7

290
.

135
.

128
.

-.116

387
.

95% confidence Interval of
the difference

The test statisticdoes no exceedthe significancethresholdand hencethe null hypothesis(Ho)is not
rejected.Thereforethe backgroundof the Principaldoesnot have a statisticallysignificantinfluenceon
the entrepreneurialleadershipof the Principalas proposedby hypothesisH10.

To test for the personalfactors relatingto the principalas proposedin hypothesisH11, the T-test
statisticwas usedfor gender,educationlevel and the ANOVAstatisticwas usedfor age group
analysis.The threetables (7.22 to 7.24) are set out in below:
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Table 7.22: Principal's gender and entrepreneurial leadership
n

Mean

Std Deviation

SE of
Mean

59
191

3.699
3.446

1.134
935
.

147
.
007
.

2-tailed
Significance

Mean
Difference

Standard
Error

GENDER

0: Female
1: Male

ENTREPRN
Equal

Variances
Unequal
Variances

Degreesof
Freedom
248
83.78

.
.

086
123

253
.
.

.

253

.

95% confidence Interval of
the difference

147

-. 004

542
.

162

-. 007

576
.

The test statistic for gender does not exceed the significance level and hence the null hypothesis (Ho)
is not rejected. Therefore gender does not moderate the entrepreneurial leadership characteristics of
college Principals.

Table 7.23: ANOVA tests: Entrepreneurial leadership and Principals' age
N

Mean

Std Deviation

SE of Mean

36-40
41-45

6
23

3.885
3.636

948
.
1.209

46-50
51-55
56-65

77
92
52

3.600
3.433
3.369

250

3.506

884
.
1.036
956
.989

387
.
252
.

Sum of Sqs.

df

Mean Square

F

Sip.

778
.

893
.

.531

AGE

Total

ANOVA
BetweenGroups

3.1

4

Within Groups

240.3

245

Total

243.4

249

.

981
.

101
.
108
.
132
.006
.

The test statisticfails the significancetarget of 0.05 and hencethe null hypothesis(Ho)is not rejected.
It can be concludedthat age does not havea statisticallysignificantimpacton entrepreneurial
leadershipof Principals.
Table 7.24: Principal's highest education and entrepreneurial leadership
EDUCTN

5: First D ree
6: Higher Degree,PhD
ENTREPRN

Equal
Variances
Unequal
Variances

n

can

Std Deviation

SE
Mean

76
173

3.457
3.459

840
.
949
.

010
.
007
.

Stands
Error

Degrees of
Freedom

2-tailed
Significance

can
Difference

! 5% con dance Interval of
the difference

247

984
.

0003
.

126
.

-.251

246
.

160.7

983
.

0003
.

120
.

-.240

235
.

The test statisticfor highesteducationlevel does not exceed the significancelevel and hencethe null
hypothesis(Ha)is not rejected.Thereforethe highesteducationlevel achieveddoes not moderatethe
Principals.
entrepreneurialleadershipof
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The education dimensions is investigated further. Business qualifications have been coded from the
questionnaire and include MBAs, management second degrees and qualified accountants. No
statistical significance is expected in line with the previous analysis of general education levels. The
test statistics are set out in table 7.25 as follows:

Table 7.25: Business education and entrepreneurial leadership
Mean
Std
BUSQUAL
n
0: No business Qualification
1: Business Qualification
ENTREPRN

Degreesof
Freedom

Equal

Variances
Unequal
Variances

248

58.9

206
44
2-tailed
Significance

.

275

310
.

3.491
3.324
Mean
Difference

.

166

166
.

Deviation
898
.
995
.

Standard
Error

.

SE of
Mean
006
.
150
.
95% confidence Interval of
the difference

152

-. 133

466
.

13
.

-.159

491
.

The test statisticfor businesseducationdoes not exceedthe significancelevel and hencethe null
hypothesis(Ho)is not rejected.Thereforehavinga businesseducationdoes not moderatethe
entrepreneurialleadershipof Principals.

In summary,the start era of the Principalrelatesto marketorientation.The other proposedvariables
do not appearto havean impacton market orientation.However,this analysisisolatesthe variablesin
the test statisticsbut it does not measurethe true scenario,wherebythe various variablesinteract
simultaneously.The more powerfulmultivariatetool of multipleregressionwill be usedto measurethis
multipleinteractionscenario.These bivariatetest resultswill providea focus for the directionof that
secondaryanalysis.

The above test completesthe hypothesistestingas proposedin section5.4. The results are
summarisedin table 7.26 as follows:
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Table 7.26: Summarised results from the hypothesis testing

Hypothesis
H,

Colleges with higher levels of entrepreneurial

Conclusion
Accepted

leadershipand a morepositivemarketorientation

H3
H4

Largercollegeshave a lower marketorientation
than smallercolleges
Collegeswith a superiorcost differentialhavea
superiormarketorientation
Specialist product colleges (art & design and
agricultural colleges) will have a lower market

General acceptance at

wholesectorlevel

with lower levels of risk adversity will have
superior business performance

H2

Comments

Accepted

BUT no major variability

Rejected

No significantvariation

Rejected

No demonstrable
differences

orientationthan generalFE collegesand sixth
form collegesdue to the greaterproductstability
H5

H6

in the sub population
Sixth form colleges will have a higher market
orientation than general FE colleges due to the

homogenousclientgroup
GeneralFE and sixth form collegesin city/urban

Accepted

Rejected

No demonstrablevariation

in market orientation scores

areas have a higher level of market orientation

and entrepreneurialleadershipthan those
collegesoperatingin small-townand rural
H7

H8
H9

H,o
H,,

environments

GeneralFE and sixth form collegesthat serve
clients in areas with higherlevelsof social
deprivationhave a highermarketorientationthan
thosecollegesservingclientswith relativelylower
levelsof socialdeprivation
Collegeswith relativelylower levelsof seniorstaff
turnoverprovidelower levelsof entrepreneurial
leadership
Principalsthat were appointedpriorto college
incorporation(pre-1992)are morerisk adverse
and have lowerlevels of entrepreneurial
leadershipthan their peers appointedpost
incorporation
Principalsthat comeform a traditionalcurriculum
backgroundare no moreentrepreneurialthan
thosefrom other backgrounds
Gender,age, educationalbackgroundand the
Principal'slast job are not relevantfor the
determinationof entrepreneurialleadership

Rejected

Socialdeprivationfactors
limitedin scope hencetest
hasstructurallimitations

Rejected

No evidenceto support
hypothesis

Rejected

Accepted
Accepted

7.5 Exploring college business performance issues
The relativelylow correlationcoefficientsIdentifiedin Table 7.12 suggestthat the proposed
independentvariablesof this study are not the sole dominantdeterminantsof FE collegebusiness
performance.In commonwith otherstudiesof non-profits(Balabanis,1997),this study has
demonstratedthat it Is difficultto obtainsignificantrelationshipsbetweenindependentand dependent
Drucker'scontention(1989, p89),where he proposedthat non-profits
variables.This finding confirms
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do not base their strategies on money (or its equivalent measures), but performance of their mission.
Gerald's work (1993) on British charities identified that the value based nature of their work (outputs)
and the constraining of management by law has a tendency to hinder the adoption and hence
effectiveness of market orientation. These moderators are also present in public sector firms such as
FE colleges. Industrial organisation and marketing strategy literature as proposed by Aaker (1988),
Bain (1989) and Scherer (1980), place significant emphasis on a series of situational scenarios that
may affect business performance. Although these academic writers were theorising about private
firms, the same proposed scenarios are as applicable to the non profit firm.

7.5.1 Multiple regression analysis and its inappropriateness
As researched by Naiver and Slater (1994, p47), a series of moderators may influence the degree of
relationship between market orientation and business performance. With respect to entrepreneurial
leadership and business performance, other influences on leadership style and the adoption of a
market orientation will need to be reviewed, so as to avoid the artificial measurement of a halo effect of
leadership being assessed and attributed to the proposed performance model for FE. In common with
other researchers investigating market orientation, it is proposed that the same form of relationship
between business orientation and performance will not occur for all types of colleges. Further analysis
will be required to calibrate the magnitude of the effect that entrepreneurial leadership and market
orientation has on business performance.

The traditionalanalysistools used to explorethis relationshiputilise ordinaryleast squares(OLS)
linear regression.The underpinningaxiomof the analysistool is the requirementthat the dependent
variablevaries in a linearrelationshipto the independentvariable,althoughsome models
linearregressionanalysis,scatterplots
acknowledgecurvilinearrelationships.Before conductingany
if
of dependentand independentvariablesare createdto ascertain there are any relationships.Figure
7.4 sets out scatter plotsfor the one of the key dependentvariablesas follows:
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Figure 7.4: Scatter diagram of market orientation, entrepreneurship and historical surplus

The exploratoryscatterdiagramdemonstratesthat there is a poorlinear relationshipbetweenmarket
orientationand entrepreneurialleadershipwith the dependentvariables.Thereforewe can conclude
that there is either no relationshipor that there is an indirect causalrelationshipwhich is measuredby
interveningvariables.Thereforethe linearregressionanalysistool can not be used,as there is no
directlinear causalrelationshipto be analysed.

The findings of Narverand Slater(1994)and other academicsindicatethat there is a relationship
betweenbusinessperformanceand market orientation.The inabilityto detecta direct relationshipin
EnglishFE is not unsurprising,as the systembeingdescribedis a complexsocialsciencesystemwith
difficultto describe relationshipsbetweeninputs and outputs.They are not easilyreducedto simple
Input-outputrelationshipssuitablefor analysisby linearregression.Productionfunctionsin education
have been extensivelyresearchedin the UK and the USA. Hanushek's(1986 and 1989)
functionsin the USA revealed
comprehensivereviewof quantitativestudiesof educationproduction
that there is a generalfailureto systematicallylink studentoutcomeswith various input measures,e.g.
In
FE collegebusinesssystem
pupilexpenditures,teachereducation,salary costsetc. conclusion,the
Infigure 5.1 needsto be exploredfurtherand the complexityof mappingthe
representedby the box
inputs and outputs in the notfor profit sectorneeds to be addressed.The two
relationshipbetween
issuesof defining a measurableoutput and then relatingit to causalvariablesare dealtwith in the next
two sections.
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7.5.2 Output variables and Data Envelopment Analysis
Linear regression models are typically based on the analysis of one dependent variable at a time. This
is a suitable assumption for firms that can express their outputs in one key dependent variable, such
as profits, cash flow or share price. Typically such firms are commercial in nature and are operated to
create profit and/or shareholder value. However this assumption of dominant output variable is not true
with not for profit firms as proposed by Kotler (2000) from a marketing perspective. Likewise, from an
entrepreneurship dimension, Casson (1992) and Drucker (1986) argue that determining the relevant
goals and hence output of the not for profit firm is difficult and prone to measurement problems. Linear
regression techniques attempt to develop a best-fit line to which data can be 'fitted to', effectively
creating an average firm model of performance. The computed regression line may actually have few
of the observed values lying upon it, as it is by definition a 'best-fit' line. The technique of computing a
have developed
regression line is sensitive to statistical outliners and quantitative specialists
techniques to eliminate these outlying observations so as to improve the fit of the calculated
regression line. As Lewin (1992, p15) comments, there are alternative explanations for these data
be described away as simply being inconvenient. This thesis has a sample
points which should not
that represents 60% of the absolute population of colleges and hence a regression line that has few of
the observations lying upon it, is academically a weak descriptive model of English FE college
'best-fit' regression line is therefore subject to challenge when the line
performance. The concept of
has few observations upon it.

The developmentof a productionfunction in educationhas occupiedmuch effort by researcherson
both sides of the Atlantic.Lovellet al. (1993,p331)commentedthat manystudiesare fundamentally
flawedas the definedproductionfunctionfails to adequatelyaccommodatethe multidimensional
by
nature of the educationalprocess,a propositionadvanced manyqualitativeresearchers.Lovellet
in the USA used Data EnvelopmentAnalysisto develop
al's (1993)secondaryschoolresearchworks
betweeninputs and outputs. Drawinguponthe
a modelthat acknowledgesthe complexrelationship
frontiers,the observeddata can be usedto describe
microeconomictheoreticalconstructof efficiency
the input-outputrelationshipin terms of relativeefficiencycomparedto the familyof most efficient
institutions.This line (whichis not necessarilystraight)Is describedas a frontierof the mostefficient
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education institutions of converting inputs (staffing, non-pay and capital resources) into outputs
(academic achievements, retention of students etc). Data Envelopment Analysis (DEA) methodology
was initially developed as a response to the call for improvement in the evaluation and controlling of
public sector activities (Charnes et al, 1993, p16). Seiford and Thrall (1990, p8) observe that DEA is
particularly adept at uncovering relationships that remain hidden from traditional (linear) regression
analysis. Stolp (1990, p104) proposed that DEA's advantage over linear regression is that DEA uses
the weaker assumption that the relationship between the production inputs and outputs is merely
monotonic and concave. In addition, you do not need to assume a functional form of the relationship.
The corollary from this is that DEA precludes any statistical inference of significance. DEA analysis
therefore concentrates on maximising each individual observation, in contrast to the fitting of
observations to a single (straight) regression line.

In the English further education sector, it can be argued that the key driver for performance is to
firms. This objective
maximise outputs for a given set of inputs, in common with other public sector
was encapsulated in the National Audit Office (2001) study of improving student performance in
English FE colleges on the birth of the new Learning and Skills Council in March 2001. For this thesis,
DEA will be used to map a coefficient of relative efficiency for each sampled college vis-ä-vis the most
efficient college(s) in the sample, which in turn represents 60% of the English FE population of
be used as a proxy for outputs in the LISREL causal relationship
colleges. These coefficients will then
model. The LISREL causal model is explored in the next section.

The methodologyfor using DEA is that proposedby Charneset al (1993, p426-427).One of the key
issuesthat need to be resolvedfor the successfuluse of DEA is the determinationof outputsthat
from a reviewof the FEFC(1997)Inspection
shouldbe assessed.The outputsmodelis derived
framework,which providesthe guidefor definingcollegenon-financialoutputs.The NAO (2001)
investigationof how EnglishFE collegescan improvestudentperformancealso providesa basis for
determiningthe outputs. In summary,the DEA modelis an output maximisationmodelwith constant
from the reviewof FEFCcircular 97/13 and the NAOstudy
returnsto scale.The outputsdetermined
thoseoutputs is summarisedin table 7.27:
and the inputsdeployedto obtain

Table 7.27: FE college performance - inputs and outputs for DEA
Measurement Units
Outputs

StudentAchievementRates
StudentRetentionRates- FullTime
StudentRetentionRates- PartTime

Curriculum Inspection Grade
Turnover as proxy for Learner Volumes

ts
Payroll Costs (excluding restructure costs)
Non Pay Costs (includes depreciation charge for
use of capital resources)

%

%
%
Score 1.0 - 5.0
£000

Sinn
Higher= better
Higher= better
Higher= better

Lower = better
Higher = more output

Measurement Units

Sian

£'000
£'000

Higher = more inputs
Higher = more inputs

The curriculum grade is constructed from a range of FEFC inspector factors, including student
retention, achievement and classroom teaching observations. Capital inputs are typically included as
IDEAinput. In the FE sector leasing and renting of capital facilities is regularly used. To overcome
distortions of a college that leases instead of owns a building, the capital charge as represented by the
data.
annual depreciation charge is used. This proxy is already included in the non-pay costs input

The Warwick UniversityDEA software(version1.02)was usedto calculatethe relativeefficiencyof
each collegevis-ä-visthe efficiencyfrontier.The collegeobservationswere analysedas one
had completedata. Collegeswith missingdata were
population,althoughonly 219 out of 250 colleges
for
the
excludedfrom the analysis,as the DEA tool can not compensate missingvalues,unlike scale
buildingmethodologyused in SPSS.A best-fitcurve can be calculatedfor the data using polynomial
by Grätzer(1968).The theory underpinningthis methodologygoes
algebra,as initiallyproposed
beyondthe scope of this thesisand is coveredby algebramathematicstexts (Lauschand Nöbauer,
1973).Thereforethe methodis left to the mathematicalsoftwarepackage,Curve FitterVersion 1.3to
fittedto the data, with a standarderror of 6.48 and a
address.A fourth level polynomialcurve is
fit the data and a reviewof residualsindicatesthat the fit
covariance(r) of 0.75. This is a very good to
DEA scores.This efficiencyfrontierof inputsto outputs
curve is not unreasonablein terms of actual
in figure 7.5 (notethe outlinergeneralFE collegewith a turnoverof
and bestfit curve is expressed
£35.7mhas been excludedto avoiddistortingthe polynomialbestfit curve):
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S=6.48258002
r=0.75072223
103.58

96.42

89.26

82.11

74.95

67.79

60.63

0.1

5.0

9.8

14.7

19.5

24.4

29.2

Inputs - 1998 - £m
Figure 7.5: DEA scores and best-fit curve for English FE/Sixth Form/Specialist Colleges in
sample (n=219)
Small colleges, typically sixth form and specialist institutions dominate the frontier. From the work of
other studies (NAO, 2001) this position is not unexpected. The relative frequencies of DEA scores are
distributed differently across the three subgroups as follows:
Table 7.28: DEA and turnover descriptive statistics by sub-group of colleges

DEA Scores %

General FE Colleges

Sixth Form Colleges

Minimum Value
Maximum Value
Mean Value

64.2
100.0
75.8

Specialist Colleges

74.8
100
91.4

69.2
100
83.1

6.7

7.0

9.0

StandardDeviation
Turnover in 1997/98£m

General FE Colleges

Sixth Form Colleges

Specialist Colleges

Minimum Value
Maximum Value
Mean Value

1.2
357
12.1

1.9
9.1
4.5

Standard Deviation

6.3

1.4
6.4
3.3
1.0

2.0

The above statistics indicate that the specialist client (sixth form) and specialist subject colleges
achieve greater output efficiency scores for their given input vis-ä-vis general FE colleges. The
efficiency frontier (where DEA score = 100%) is dominated by these two sub groups of colleges. The
average size of these 15 colleges is £2.7 million and comprises 15% of the total sub population of
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colleges. In contrast, the 3 general FE colleges on the frontier represent only 2% of all general FE
colleges and all are based in London or its immediate suburbs. The three colleges range in size from
£7.5 million to £22 million. To obtain a greater insight into the largest group of colleges, the DEA
scores were recomputed for the general FE college sub group. The results are represented in figure
7.6 as follows (the largest college at £35.7m has been excluded as an outlier):

S-6.52996824
r=0.28118210

0.9

5.6

10.3

15.0

19.6

24.3

29.0

Inputs - 1998 - £m

Figure 7.6: Efficiency frontier for general FE colleges in sample (n=142)

The best-fit curves for the whole FE population of colleges demonstrates that DEA efficiency
effectively drops significantly as institution size increases from circa £3m to £10malthough the r
After this volume of turnover, DEA scores improve by circa 5% to a new
coefficient is low at 0.281.
plateau of approximately 80% of the frontier score. Larger colleges beyond the £20m size then have
(marginal) diminishing DEA scores. The managerial implication is therefore to keep the college small
(in terms of turnover) so as to maximise the DEA score, however beyond approximately £6m turnover,
the relative size of the college is of marginal relevance. In stating this, there are a number of caveats in
for the sub group of general FE
the use of DEA. The analysis
colleges, indicates that DEA scores do
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not vary significantly with size of the college. There is a small (5%) drop in DEA scores between £5m
and £1Om turnover, but effectively it is level thereafter.

There are weaknesses in the DEA approach to efficiency measurement in general and in this study in
particular, namely:

"

The more output variablesusedto describethe firms' output, the less reliableis the DEA
score. Like regressionanalysis,the increasein variablesincreasespredicativeaccuracy
due to the covarianceof activities,therebyproducingpotentiallyspuriousaccuracy.

"

The selected output measures are not board enough to materially capture the outputs of
the industry. The available indicators used do not measure learning volumes, simply the
quality of an unspecified volume of activity. Therefore the magnitude impact is not
measurable, hence an assumption of equal contribution to the output model has had to be
used. This assumption may not be suitable.

"

An acknowledgedweaknessof measuringoutputsin the FE systemis the absenceof a
measureof value added, NAO (2001,p6). Valueadded is the incrementalknowledge
added to a studentduringtheir periodof study vis-ä-vistheir start point.To date, no robust
model has been agreedin the sectoron how to systematicallycalculatea student'sadded
value measure.This is an importantconsideration,as generalFE collegestypicallyteach
less self-motivatedstudents,who are often unsureof their vocationaldirectionand have
lower levelsof academicattainmentprior to entry. In contrast,mono-clientsixth form
collegesare deliveringa simplifiedyet rigorousproduct(A levels)to a highlymotivated
clientgroup who are seekinguniversityprogression.Likewise,specialistcollegesscreen
studentson entry for suitabilityto their specialistproductorientation.

"

There is a cause and effectdelay in educationas manycoursesare competedover two
years especiallyin sixth formwork. Hencethe outputs in 1998 are a combinationof inputs
in 1997 and 1998.This has not been moderatedfor, as it goes beyondthe scope of the
availabledata.

"

Spot measuresof DEA productivitymay not be representativeof ongoingefficiencyof the
college.A linearstudy wouldbe requiredto ensure that computedDEA scoreswere
reliableover time. A retrospectivestudy would not produceuseful comparisonsper so, as
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the 1997/8 year saw a change in government policy (with the new Labour government of
May 1997) and funding volumes. The 1997/98 year marks the start of a new period of
performance.

Despite these weaknesses, the results of the DEA analysis are useful for global analysis of the sector.
However, due to the above critique, further use of the DEA technique would require more detailed
review and adjustment. This review goes beyond the requirements of this thesis via-a-vis the research
question raised in chapter 1 and represents the first sector wide use of DEA analysis in English FE
sector. In conclusion, the definition of an efficiency frontier for an homogenous FE sector of 420
colleges is conceptually weak. The sub-sectors start from different groups of inputs (students) and
apply their resources (financial inputs) towards different goals. Therefore the LISREL model will need
to acknowledge that institutional type will have an impact on the correlation coefficient between
in
factor will be low for this component
curriculum grades and the DEA efficiency score, and turn, the r2
of the model.

7.5.3 Causal relationship models and LISREL
Linear structuralequationtechnique(LISREL)is a statisticalanalysismethodologythat allows
hypotheticalconstructsto be measuredfrom observeddata. The techniqueinvolvesthe development
by Wright(1934).LISRELtechniquesdescribethe
of a causalpath frameworkas originallyproposed
measurementpropertiesof the observedvariablesin terms of reliabilitiesand validitiesand have been
Sörbom(1982).The LISRELmethodestimatesthe unknowncoefficients
championedby Jöreskogand
for
interdependencyof
of a set of linearstructuralequationsand is particularlysuitable measuring
that has been derivedfrom a theoretical
variables.LISRELworks by analysisingthe causalmodel
the
the model.The
reviewof the order of relationshipsand specifying various pathwaysof
fundamentaldifferencebetweenlinearregressionand linearstructuralequationsis that in the latter,
the dependentvariablescan becomeindependentvariablesfor other dependentvariablesand the
The LISRELmodeldoes not assume
whole seriousof equationsare resolvedas one whole model.
that the independentvariableshaveexact

deterministicpropertiesfor the dependentvariables

(Jöreskogand Sörbom, 1993, p112).
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The aggregation of all the omitted variables in the model is represented by a set of stochastic error
terms. There is an error term for each variable that is independent in one of the structural equations
that define the model. The fundamental assumption underpinning LISREL is that these error terms are
independently correlated from each other. As proposed by Jöreskog and Sörbom (1993), a causal
model is developed from the theory and the LISREL model elaborates the College Performance
processes' box of figure 5.1. The key factors that need to be incorporated into the second-generation
model are developed from the t-tests and ANOVA results of the secondary hypotheses and further
reviews of the literature. These factors are summarised below:
Relative size of an institution appears to moderate market orientation (hypothesis H2).The DEA
frontier analysis indicates that smaller colleges achieve closer fit to the frontier.

.

Sixth Form collegespecialismaffectsmarket orientation(hypothesisH5).

"

Deprivation factors are not a significant determinant on market orientation. However, educational
performance literature confirms that deprivation has an impact on student achievement (Kennedy,
1997). Therefore client deprivation is theorised to have a direct affect on curriculum grades, but
not market orientation.

Financialstabilityas proposedby Casson(1992)and Drucker(1985)is an importantprecursorto
businessperformance.Non-profitfirms are at their mosteffectivewhen they are operatingfrom a
stablefinancial platform.Resourceconstraintsmay limit a not for profit firm in becomingmarket
orientatedand then from using its marketorientationto improveits performance(Kumaret al,
1998, p227).The NAO's study of studentachievementin FE (2001, p43) proposedthat a college's
financial instabilityhas an adverseimpacton student achievement,althoughthe test statistics
were low and only provideda r2of 0.31. The corollaryof this finding is that a collegewith poor
financial healthhas to compromiseon its investmentdecisionsin the teachingand learning
process.
The revised modelthereforehas a numberof importantchangesvis-ä-visthe first proposedmodel
representedin figure 5.1, namely:
1.

Entrepreneurialleadershipis now a causalvariablefor marketorientation.In the
original modelrepresentedIn figure 5.1, the two variableswere assumedto be
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independent of one another. As proposed by Slater and Casson (1995, p63)
entrepreneurial leadership and support systems must compliment the market
orientation process.
2.

Curriculum, as defined by the teaching and learning processes of the college is the
key output of the independent variables. In turn, the curriculum variable is the principal
driver of the DEA efficiency ratio, alongside client deprivation factors, institution type
and financial stability of the operating environment.

3.

Fiscal stability now becomes an independent variable, measuring the financial stability
of the environment in which the individual college operates. Fiscal instability is now
hypothecated to have a causal relationship on curriculum and in turn, the relative
efficiency of the institution (NAO, 2001, p43).

Each pathwaymust be clearlyarticulatedin terms of dependentand independentrelationshipsas
The revisedcausalmodel is representedin figure 7.7:
proposedby Costner(1969).
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Figure 7.7: Proposed initial path diagram model of causal relationships in FE colleges

The LISREL8.0 software packagewas used to modelthe structuralequationsproposedin figure 7.7.
The collegeobservationswere analysedas one population,althoughonly 241 out of 250 collegeshad
completedata to the curriculumgradestage,and only 219 collegeshad DEA coefficients.The
collegeswith missingdata were excludedfrom the analysis,as the LISRELtool can not compensate
for missingvalues,unlikethe scalebuildingmethodologyused in SPSS.The LISRELmodelling
evaluatesthe effectivenessof the proposedmodelto explainthe underlyingvariationof the dependent
variables(Bollen,1989, p179-184).The modelis proposedto holdtrue priorto testing,but its
appropriatenessmay not be fully specified.The approachadoptedis to test the original model
fit.
proposedIn figure 7.7 and re-specifyit to Improvethe The data-drivenchangesare reviewed
againstthe theory developedIn the literaturereviewprior to acceptanceof any changes.The final
modelmust thereforehave good statisticalfit, but criticallymust also be have a meaningful
explanation. The evaluationof

the modelis notjust a statisticalmatter.The modelmust be judgedto

fit with the qualitativeinterpretationof the system.In this respect,the first modelIn figure 7.7 has
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drawn upon the literature review and the first round of secondary hypothesis testing. The model is
evaluated in three ways, namely:

Examinationof the solutionin terms of r2,a measureof the tightnessof fit of the linear
regressionequation.The lowerthe r2,the lowerthe fit and hencethe less crediblethe model.
Examinationof the measureof overallfit of the modelbasedon the test statisticchi-square,
togetherwith the examinationof residuals,standardisedresidualsand modificationindices.
The followingrelationshipsare expected:
"

Entrepreneurial leadership and market orientation should have a positive affect on dependent
variables.

"

Relative size will vary inversely with the dependent variables, i.e. the larger the college, the
lower the impact on the dependent variables. It is proposed from other studies that smaller
firms can communicate client and staff orientation issues more easily than their larger peers.

"

Specialistand sixth form collegeswill havea more positiveimpacton the dependantvariables
than their generalFE collegepeers.

"

Negative financial reserves will have an adverse impact on dependent variables due to the
distractive requirement of managing college solvency in preference to concentrating on
managing the non-financial outcomes of the college.

The nextsection reportsthe evaluationof the causalmodelas representedin figure 7.7.

7.5.4 LISREL model evaluation
The LISRELmodellingcould not computea modelof good fit to embracethe structuralcausal
DEA efficiencyfactor variable.This final step of
relationshipsthat led from the curriculumgrade to the
in figure 7.7 to terminateat the curriculum
causalrelationshipswas deletedby adjustingthe model
The LISRELmodel proposeda numberof modificationIndices,whichwere
gradedependentvariable.
These includedcausallinksfrom the relative size variableto
consideredfor theoreticalrobustness.
market orientation,studentsupportgrades and curriculumgrade. This is a logicallink as Naiverand
Slater(1994) proposedthat a firm's size might moderateperformance.Post changes,the final model
produceda statisticallysignificantcausalrelationshipmodelto be developed.The final adoptedmodel
is representedby the LISRELequationsin figure 7.8.
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Dependent Variable

Causal Factors

Market Orientation

"

Curriculum Grade

"

Entrepreneurial Leadership +
Institution Type +
"
" Relative Size of College +
"
Entrepreneurial Leadership +
Institution Type +
"
Relative Size of College +
"
" Student Support +

"

DeprivationFactor+
" ManagementGrade +
" BalanceSheetReserves+
"

ManagementGrade

Student Support Grade ="

"

Error Factor

EntrepreneurialLeadership+
" InstitutionType +
" RelativeSize of College+
"

Error Factor

Error Factor

EntrepreneurialLeadership+
" RelativeSize of College+
" ManagementGrade +
" MarketOrientation+
" Error Factor

Figure 7.8: LISRELequations of final model

The first evaluationcriterionis the magnitudeof r2.The r2indicesare highfor social sciencemodels,
with 51% of the variationof the curriculumgrade being determinedby the variationof the independent
Slater's 1994study, which obtainedan R2 value of
variables.The resultis comparablewith Narverand
34%.The structuralrelationshipsare summarisedin table 7.29.
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Table 7.29: Structural relationships in final LISREL model (post deletion of the DEA variable)
A
ý

c
Wý
v

errt
Variable
Curriculum

II

ý
Mw

+1.44
(0.13)

+0.13
(0.037)

+0.083
(0.033)

ý

w

ý
'v

Vý

t

il

wý
C

.

8
,

9

R2
Value

+0.17
+0.21
+0.08 +0.092 -0.035 -0.003 +0.099
(0.037) (0.031) (0.023) (0.036) (0.023) (0.001) (0.009)

51%

58%

Market

+1.93

+0.64

-.036

(0.15)

(0.039)

-0.004

+0.31

Orientation

(0.006)

(0.01)

(0.029)

Student Support

+0.73
(0.18)

+0.14
(0.06)

+0.048
(0.01)

+.031
(0.029)

36%

Management

+1.83
(0.24)

+0.58
(0.053)

14%

Significant

Note:

Not

Not
Significant

+0.42
(0.046)

+0.15
(0.071)

+0.15
(0.071)

-0.014
(0.003)

All t valuesindicatethat the resultsare significant,with the exceptionof two factorsas annotatedin the table.
Standardisederrorsare in brackets.

The secondevaluationcriterionis the overallmeasuresof modelfit. The initial modelin figure 7.8
obtainedhigh r2indices,but had very poorfit indices.The final modelwith the extra causallinks from
variablesof curriculum,student
collegerelativesize variableto the core independent/dependant
supportand management,producedgood measuresof fit as follows:
The Chi-squareX2(241)
measureof fit statisticwas 8.91, with 7 degreesof freedomand ap
valueof 0.26. This indicatesthat the fit is good from a statisticalperspective.
Steiger(1990) proposedthat the Root Mean Square Errorof Approximationshouldbe
usedto measuregoodnessof fit. As proposedby Browneand Cudeck(1993),the RMSEA
statisticof up to 0.05 indicateda closefit and thosevalues up to 0.08 represent
reasonableerrorsof approximation.A 90 percentconfidenceintervalis also reviewed.
Specificallythe final model hasa RMSEAvalue of 0.034 and a 90 percentconfidence
intervalof 0.00 to 0.091. RMSEAspot value is belowthe 0.05 limit, althoughthe upper 90
percentvalue is just beyondthe 0.08 level. However,this is not a fundamentalproblem,as
the P valuefor the closenessof fit of the RMSEAis 0.61, a relativelyhigh value. In
summarythe statisticindicatesthat the modelis a good fit.
The Goodnessof Fit Indexand the AdjustedGoodnessof Fit Indexare 0.99 and 0.95
respectively.Againsta possible1.00,the indexesindicatethat the modelis a good fit.

In conclusion, the model is based on a sample of 241 colleges (60% of the total population) and the
global model fits well. It can be said that the model represents a reasonably close approximation to the
population.

7.6 Conclusions on data analysis
This chapter has concentrated on the analysis and provided a developmental interpretation of the data
against the research model proposed in chapter 5. The survey produced an excellent response rate,
representing some 60% of the entire population. However, two limitations of this data set are its selfreported nature in terms of Principals' perceptions of their organisations and the cross sectional
analysis being about a level in a point in time, rather than a longitudinal study about changes in level
over time. None the less, the robustness of the sample size has allowed the study to move beyond
ANOVA and t tests and explore causal relationships using sophisticated multivariate techniques. The
key problem with the initial proposed model as represented in figure 5.1 has been identifying the link
between the independent variables and financial performance. This is was not unexpected due to the
FE colleges as proposed by Drucker (1995).
public sector nature of

The DEA analysiswas used to explorethis financialdependentvariablefurther,producinga relative
rankingof collegeefficiencies.The index measuredthe relationshipbetweeninput and outputs.
However,the use of this index ratingfailed to producereliableresults.Oncefinancial performancewas
restatedfrom beinga dependentvariableto an independentvariable, in commonwith the NAOstudy,
(2001)the reliabilityof the causal modeldramaticallyimproved.The revisedrelationshipmodelwas
in
7.28.
restatedin figure 7.1 and the results are summarised table

The chapterhas concentratedheavilyupon a quantitativeapproach,usingadvancedstatisticsto
explorecausal relationships.Giventhe magnitudeof the samplevis-ä-visthe total population,this
is
However,the study is an exploratorymodel,not
emphasison using advancedstatistics appropriate.
a predictivemodel of FE college

businessperformance.The next chapterthereforeconcentrateson

the managerialissuesarisingfrom this chapterand reconcilesthe typically qualitativeliteraturereview
with the quantitativeresults

derivedin this chapter.
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8 Interpretation of the results: Moving beyond quantitative analysis
8.1 Introduction
This chapterreviewsand reflectsupon the quantitativeresultsof chapter2 and in particularthe
implicationsof the r2coefficientgeneratedfrom the LISRELanalysis.The chapterproceedswith a
discussionon alternativeexplanationsof variationof businessperformancewhen the resultsmove
from sector to individualcollegeled.This is exploredby way of qualitativeinterviews,goingbeyondthe
scopeof the quantitativeinstrument.The chapterdeals with the confirmatoryqualitativeresearch
methodologyand results.The qualitativetechniqueselectedis that of 'elite interviewing',with three
collegeprincipalsbeingselectedfrom a samplingmatrix.

8.2 Key findings from the quantitative research
The marketorientationand entrepreneurialconstructsdevelopedthroughthe quantitativestudy have
potentialfor both managerialand academicapplication.Althoughspecificallydesignedfor use in the
furthereducationsector,however it has applicationto other parts of the UK publicsectorand laterally
to the not for profit voluntarysector.The findingssupportthe propositionsthat:
1. A valid instrumentfor measuringthe market orientationand entrepreneurialleadershipof
EnglishFE collegesand their Principalshas been developed,and
2. That there is a positiveeffect on businessperformance(as definedby curriculumgrades)
from adoptinga positivemarket orientationand applyingentrepreneurialleadershipin the
EnglishFE environment.
The resultsof this study extendthe findingsof Narverand Slater (1990),Deng and Dart (1994)and
Grayat al (1998)of a positiverelationshipbetweenmarket orientationand performance.The results of
this study supportthe theoreticalpropositionsof Casson(1982, p35) and Drucker(1985, p167-171)
that entrepreneurialleadershipand calculatedrisk taking improves(public sector) business
performance.In contrastto other studiessuch as those of Narverand Slater(1994) and Jaworskiand
Kohil (1992),this study has found supportfor the propositionthat the competitiveenvironmenthas an
effect on the strengthand natureof

the market orientation,togetherwith the entrepreneurialleadership

In
deprivationfactors,physicallocation,relative
and businessperformancerelationship. particular,
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institutional size and longevity of the top management team have varying influences on the strength of
the proposed constructs. The LISREL modelling generates a r2 coefficient of 51% for the curriculum
grade, a relatively high coefficient for social science analysis. However the LISREL model was unable
to compute a reliable causal model between the proposed independent variables and the DEA
efficiency scores. This is not unsurprising, as the scatter plot of the two variables in figure 8.1 indicates
no obvious relationships.
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Figure 8.1: Scatter plot of DEA score and average curriculum grade from the last inspection
(na241)

The quantitativedata modellingthereforepresentsthe followingtwo conclusionson FE performance:
1. There is a relationshipbetweenthe independentvariablesmarketorientationand
entrepreneurshipand the dependentvariable,curriculumgrade.
2. There is no obviousrelationshipbetweenbusinessefficiencyin terms of cost effectiveuse
of resources(as definedby the DEA model)and the curriculumgrade variable.
The summarisedquantitativefindingsare set out in the followingsections.
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8.2.1 The FE sector wide findings
The response rate from the FE sector was very good (59.5%) and is comparable with other similar
studies. The key findings are summarised as follows:
The data analysis supports the prime hypothesis of the thesis that the adoption of market
orientation and entrepreneurial leadership has a positive impact on business performance
of English FE colleges, as defined by the curriculum grade variable (04 in figure 5.1).

The analysisof the secondaryhypothesissupportsthe propositionthat large colleges
havelower levelsof marketorientation.
In contrastto the proposedhypothesis,the relativecost structuresand the deprivation
factorsassociatedwith their studentshavelittle significantdifferentialimpacton the quality
of educationalperformance.(Thereare differencesin absolutestudentachievementlevels
by studentdeprivationfactors, howeverthe FEFCcurriculumgrades reflecta rangeof
outputs,not simplythe pass rates of studentswho sit the examinations).
Contraryto the propositionsdevelopedfrom the literaturereview,ruraland semi-urban
collegesdisplay higherlevelsof marketorientationthan city/urbancolleges,howeverthe
collegegeographicallocationhas no differentialeffect on the college'sentrepreneurial
leadership.
The FE sectorhas differentialperformancebetweenits sub-populations,with sixth form
collegeshavingsuperiormarketorientationscoresvis-ä-vis generalFE colleges.The
market orientationscores betweenspecialistcollegesand either of the othertwo sub
groups were not statisticallysignificant.
Entrepreneurialleadershipscores of collegesare positivelyaffectedby the longevityof the
principalin post,in contrastto the findingsof Hambrick(1995).The box plot diagramin
figure 8.2, representsthese relationships(notethat higher scoresequal higher orientation.
The data set has been reversedcodedfor this figure).
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Figure 8.2: Principal's tenure and entrepreneurial leadership (n=250)
The four eras represent the watersheds between organisational paradigms and are taken from figure
1.1. The pre 1990 Principals were appointed by the LEA before the concept of college incorporation
had been proposed. The 1990-1992 era represents the time period that the LEA had legal control, but
operational direction had to be delegated to the college in preparation for full independence in April
1993. The 1993-1996 era represents the period of unfettered and (relatively) unregulated competition.
The post-1997 period represents the tightening of central control from an indirect model of control to
an interventionist model by April 2001. ANOVA test statistics indicate that there is a significant
difference between the latest group of Principals (post 1997) and the two earliest groups, the 1979 to
1992 groups. When the Principals are analysed by type of college, the statistics suggest that the same
for general FE colleges. Sixth form college principals in contrast show no
relationship holds true
leadership scores irrespective of their appointment date. The
significant variation in entrepreneurial
small number of specialist colleges make the use of significance level statistics misleading as the four
four individuals in them.
sub classes have an average of
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From the above analysis, the causation of this lower entrepreneurial leadership score for the more
recent principals can not be ascertained. The average age group last job held, educational level and
rural/city proportions are similar between both groups. Only gender is materially different, with more
women being promoted relative to the past. One third of principals in the post 1997 era are women,
compared to 9% of the pre 1993 era. The relative proportion of women appointed to the top
management grade by era is represented in figure 8.3:
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Appointment Era (from figure 1.1)
Figure 8.3: Gender of Principals by appointment era
However, table 7.22 demonstrates that although women led colleges have a lower entrepreneurial
leadership score, this is only statistically significantly at the p<0.1 significance level, but not at the
more critical p<0.05 level. Therefore, using the more typical significance level of p< 0.05, women are
less entrepreneurial colleges than their male peers. In conclusion,
not statistically speaking, leaders of
the difference in entrepreneurial leadership scores of colleges could be a function of experience, as
measured in years in post or due to change in the environment between the two periods. Alternatively
it may be a function of gender. The instrument is not able to detect differentials based on gender. A
longitudinal time study of the 102 Principals in the post 1997 era would be the only effective way to
determine whether experience is the causation and a review of the instrument for gender differentials
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is the only way to account for potential differences between male and female management styles. This
issue will need to be considered in the qualitative interview research design.

Entrepreneurial leadership scores are not affected by the tenure of the top team. This is contrary to the
findings of Hambrick (1995). However, the research instrument does not measure the fragmentation
dimensions of the top team per se as proposed by Hambrick. These issues relate to the more intimate
factors of top team dysfunctional behaviour. As Hambrick comments (1995), long-lived teams can
perform, but they may be good followers rather than leaders of market changes, a point made by John
Major as Chancellor (1989). The research instrument only measures the top team's change in
membership, the dimensions required to differentiate the Hambrick factors being beyond the scope of
instrument design. Other researchers in the English FE sector (Prichard 1997), have defined 'senior
managers' as embracing middle as well as senior mangers. Prichard's qualitative work (1997, p415)
explored by case study the tensions between traditional academic managers and those of the new
managerialism school using gender studies. He suggested that the middle mangers of the delivery
staff are key agents of change, irrespective of gender. The research instrument used in this thesis
does not measure their impact on the contribution to entrepreneurial leadership in the FE college.

In summary,the quantitativeresearchinstrumentis valid and explainsa significantproportionof FE
businessperformancevariation.However,in commonwith other quantitativestudiesin the social
sciences,there remainsa considerableamountof unexplainedvariationin the dependantvariables.

8.2.2 General FE college findings
GeneralFE colleges(Type 1) are the largestsub groupof collegesin the FE sector, representing68%
of Institutionsby numberand 78% by total budget(in 1998 spendingpower).GeneralFE collegesthat
havea superiormarket orientationand higherentrepreneurialscores,achievebetter curriculum
grades.However,there are no statisticallysignificantcorrelationsbetweeneither institutionsize or
relativecost structuresand studentachievementrates or any of the other Inspectionderived
dependentvariables.
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The typical general FE college is approximately twice the size of sixth form and specialist colleges,
with a mean turnover in 1997/1998 of £12.1 million (standard deviation of £6.3 million). Larger general
FE colleges have lower market orientation, with a greater standard deviation of market orientation
scores amongst the largest third of colleges compared to the smallest third (figure 7.1). Larger
colleges are more able to generate larger (absolute) cash surpluses in 1996 - 1998 (figure 8.4) than
their smaller peers. However, despite this advantage to deploy the cash surplus to fund front line
delivery activities, they do not have superior market orientation (figure 7.14).
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Figure 8.4: Relative average cash generation by size of colleges in 1996/97 to 1997198

Specialist and sixth form colleges are also able to generate better cash surpluses than general FE
colleges (figure 8.4). General FE colleges have lower market orientation scores than sixth form
colleges, but equivalent scores to specialist colleges.

When DEA efficiency scores are reviewed, larger general FE colleges (in excess of £5 million) have
lower efficiency rankings than smaller general FE colleges (figure 7.6), indicating that they are less
5% to 10%. There are some theoretical weaknesses in the
efficient, albeit only by approximately
but the relative positioning of colleges within the index is
compilation of the DEA metric,
none the less
between larger colleges being able to generate bigger
relevant. In conclusion, there is a paradox
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volumes of surplus cash for use in teaching and their inability to generate superior Inspection grades,
despite the extra cash being generated and hence available for inspection in the teaching process.

8.2.3 Sixth form college findings
Sixth form colleges (SFC: Type 2) are characterised by performance that is influenced by other
components not proposed by this model. Entrepreneurial leadership is not a significant factor for this
sub group in any of the regression models set out in table 7.30. Average cash generation is a factor of
relative size, cost structures and top team stability. Larger sixth form colleges with superior cost
structures that have longer lived top teams are able to generate more cash. As proposed earlier, sixth
form colleges are relatively stable institutions as they draw their students from a highly motivated
group of students who tend to be seeking university progression. Typically these students come from
less deprived backgrounds with higher GCSE grades (Kennedy, 1997). The product these colleges
offer is limited in range but highly specified. A level curriculum (the principal product of sixth form
by good quality learning
colleges) is set by external examination bodies and is well supported
materials. The delivery staff have a narrow range of specialism, are able to self-manage their portfolios
FE college peers (their salaries are matched to state
and tend to be better paid than their general
schools). Many of the senior managers in sixth form colleges have modest teaching caseloads, in
few senior managers in general FE
common with their equivalents in the state schools. In contrast,
colleges have teaching contact with students.

In summary,sixth form collegesthat havea superiormarketorientationand higher entrepreneurial
scores,achievebetter curriculumgrades.However,there are no statisticallysignificantcorrelations
betweeneither institutionsize or relativecosts and studentachievementrates or anyof the other
InspectionderiveddependentvariablesTo an extent, the differentraisond'Atreof sixth form colleges
lower significanceof entrepreneurialleadership.This
vis-a-visgeneralFE collegesexplainsthe
differenceis illustratedby the answersprovidedby Principalswhen they were asked to cite examples
the quantitativequestionnaireinstrument.General FE Principals
of innovativebehaviouras part of
typicallycited examplesof new businessinitiatives,partnershipworking with privateand voluntary
sectors, expansionInto new vocationalskill areas and attitudinalchangeprogrammesamongsttheir
teachingstaff. In contrast,over 50% of Sixth Form Principalscited the introductionof the new

Curriculum 2000 programme (the move from 3A levels to 4/5 subjects in year 1, with 3 subjects in the
second year) as innovation. Their examples relate to fundamental changes in the product imposed
upon them by the DfEE, whereas the general FE college examples typically relate to fundamental
changes initiated by the college in response to more abstract signals for change from their operating
environments. One sixth form college Principal commented in his survey return that effectively he was
a head teacher of a very large sixth form, having more in common with 11-18 state schools than
general FE colleges. DEA efficiency scores were very tightly distributed for this sub-group, with a
mean value of 91.4% and a standard deviation of 7% (table 7.27). The sixth form college group of
colleges performs very well against the traditional performance benchmarks of educational
performance. However, in terms of scale of operations, the colleges had 115,000 full time students in
1997/98 against 546,000 full time students in general FE colleges, reflecting the former's concentration
on part of the 16-19 education market, namely university entrance via A levels.

In summary,sixth form collegesthat havea superiormarketorientationobtainbetter achievement
rates. Market orientationis the secondlargestfactor that influencesachievementrate,althoughthe
largest influencingfactor, deprivationof students,is to an extentartificiallyoverstateddue to the
variables'artificialtruncationinto four groups (by the FEFC).Strongerentrepreneurialleadershipdoes
not have a materialimpacton any of the dependentvariablesfor sixth form colleges.In commonwith
generalFE colleges,there is no statisticallysignificantcorrelationbetweeneither institutionsize or
relativecosts and studentachievementrates or any of the other FEFCInspectionderiveddependent
variables.

8.2.4 Specialist college findings
Specialistcolleges(Type 3) are characterisedby strongerforms of entrepreneurialleadershipthan
their generalor sixth form peers.The innovativeleadership(Pe,) antecedentwas a significant
constructfor specialistcolleges(table 7.3a). Innovativeleadershipproposesthat the Principalprovides
dear leadershipfor goal settingand communication,leadershipfor the senior staff and effectiveuse of
performanceIndicatorsfor monitoringperformance.This differentialcan be linkedto institutionalsize
and their productspecialism.Specialistcollegesare smaller than their FE peers with an average
turnover in 1997/1998of £4.6m comparedto £12.1m for general FE, but they are largerthan their sixth
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form college peers, who have an average turnover of £3.2m. In contrast to sixth form colleges, their
products are more complex and typically their activities include operating a farm business in addition to
running a FE establishment. Perhaps not unsurprisingly, specialist colleges (20 of the 22 in the
responding sample are agricultural colleges) have more distinct forms of chief executive leadership.
An explanation for this could concern the nature of the role of principal in these institutions. The
college is small enough for the leader to manage their interactions with front line staff (average
professional staff circa 40-60 people), yet the operational portfolio is too complicated for the leader to
manage in the same manner that a mono-product sixth form college principal does. In summary,
specialist colleges that have a superior market orientation achieve better curriculum grades. Specialist
colleges also demonstrate stronger entrepreneurial leadership scores than their two peer groups, but
do not obtain better curriculum grades as a result of this.

8.2.5 Quantitative survey limitations
The qualitativestudy in chapter7 has numerousstrengthsbasedon samplesize, (relatively)highr2
coefficientsderivedfrom the LISRELmodellingand the representativenatureof the samplesvis-ä-vis
the underlyingpopulation.However,the genericfindingsdo not sit easilywith someof the FEFC
Inspectionevidenceand other studiesthat concludethat educationalperformanceis as muchabout
the backgroundof the learner as it as about the processof learning(Kennedy,1997).The key
unexplainedelements producedby this study are as follows:
.

the firm's cultureis not adequatelymeasuredor describedby a quantitativesurvey
instrument.

.

the natureof the learneris not adequatelyexplainedby the FEFC'sdeprivationfactor, the
variable usedin the modelling,and
entrepreneurialleadershiphasfocused on the Principaland to a limitedextent,their top
team, but has not necessarilymeasuredthe contributionof middleand junior
management.

The basicaim of survey researchis to describeand explain usingstatisticalmethodscertainfeatures
of the sector under study (Marshalland Rossman,1994).A cross-sectionalstudy takenat one point in
time will, in itself,be of restrictedvalue, but the greatestcritiqueof surveystudiesis their limitedvalue
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in measuring complex social systems. As commented by Schein (1985, p311), an organisation's
culture must be considered both as cause and as a way of explaining organisational phenomenon.
The next section explores further this critique of limitation of scope of the quantitative technique,
before progressing to the qualitative case studies.

8.3 Moving from sector to college level analysis
The market orientationconstructhas becomewell establishedin the last ten years and this study has
quantitativelydemonstrated(for the first time) its applicationto the EnglishFE sector. Howeverthere
are numerouscritics of the constructin the philosophicaldifferencesbetweenmarketingtheoristsand
culturetheorists.These differencesare summarisedin table 8.1:
Table 8.1: Conceptual differences between marketing and culture organisational theorists (after
Harris and Ogbonna, 1999).

Dimension

Marketing Theorists

Culture Theorists

Culture: Pluralism
vs. Unitary

Prescribesconceptof culturalunity,
typicallyfirm wide.
(Dengand Dart, 1994)
(Kohliand Jaworski,1990)
Concentrationon lowerlevels of
culturetheory,e.g. artefactsand
behaviours.
(Naiver and Slater, 1990)
(Harris, 1996)
Emphasison organisationalwide
beliefled by management.

Pluralisticcultures,no unity per se.

Family of Concepts

Cultural Dominance

Management of
Culture

Culture
entrenchment

(Dengand Dart, 1994)
(Kohiland Jaworski,1990
Assumesculturecan be managed
and controlled.
(Narer and Slater, 1995)
(Day, 1994)
Narrowdefinitionof entrenchmentof
organisationalculture.
(Dealand Kennedy, 1982)

(Martin, 1992)
(Knightsat al, 1994)
Culture is typicallya familyof
concepts.
(Pettigrew,1979)
Dominancenot solelyabout
management,but manyfactorsthat
must also be addressed.
(Harris, 1998)
Not purelytop team'sissue and
argued by someacademicsto be
impossibleto manage.
(Knightsand Wl/molt,1987)
Entrenchmentis firm wide issue and
multifaceted in nature.
Harris and bonne, 1999

These differencesrequireaddressingto providea balanceto the obviousstrengthof the quantitative
analysisin chapter7, especiallyas the study has drawn heavilyupon marketingtheoristsfor model
design in chapter5. To addressHarris and Ogbonna's(1999)critiqueof quantitativeinvestigations,a
limitedqualitativestudy will be usedto explorethe issuesraised in section8.2.5. The thesis therefore
concludesby adoptinga limitedmulti method,triangulationapproachto achievea broaderrangeof
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perspectiveswith the objectiveof overcomingthe paradigmaticquantitativeversus qualitativetradeoff
in social research (Denzin, 1998).

8.3.1 Qualitative methodology
In designingan appropriatequalitativeresearchstrategy,Yin (1984, ppl 3-20) proposesthree
questionsthat need to be addressed,namely:
1. What is the nature of the research question? In this thesis, it is exploratory being a little

understoodphenomenon.
2. Doesthe researchrequirecontrolover the behaviour?No, it seeksto describethe
naturallyoccurringevents.
3.

Is the phenomenonunder study contemporaryor historical?The phenomenonis
contemporary,drawingupon a historicalbaseof culture.

As proposedby Marshalland Rossman(1994,p41), the mostsuitableresearchstrategyis that of case
studiesand in turn, the most appropriatetool is elite interviewing,i.e. interviewingcollegeprincipals.
The objectiveis to explorethe qualitativeobservationsand short-comingswith a representative
sampleof principalsas part of feedingback the resultsof the Doctoralof BusinessAdministration
degreeand to identifynew areasfor researchto improvethe understandingof this thesis. Interviews
are more practicalthan observationin this scenarioas the opportunityfor effectiveobservationis
limitedboth in terms of time and accessto the subjectin an operationalcontext (Sommerand
Sommer, 1997, p107).Elite interviewingis a specialisedform of interviewthat focuseson the top
personin the firm. Elite Individualsare by definitionInfluential,knowledgeable,havean overviewof the
firm, its future directionand are expertsin their field of work. The group was selectedfor the following
reasons:
The quantitativeinstrumentwas completedbeforethe interviewswere conducted.The
qualitativeinterviewsare thereforeconfirmatoryin nature,being usedto explorethe
veracityof someof the conclusionsof the quantitativeanalysisagainst the backdropof the
Harris and Ogbonnacritique.
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"

The quantitativeresearchinstrumentwas specificallydesignedfor measuringthe attitudes
and perceptionsfor the Principalas chief executiveand no one else (Section6.3),

"

The Principal's were being interviewed to review their opinions and attitudes of the FE
sector in general, drawing upon their own operational experience of the sector from their
own career, including their current college.

The elite subject has significant relative power in presenting their organisation due to their skill,
knowledge and control of access to (typically) confidential information hence a key problem with elite
interviews is that of validity of the subject's assertions. A method of overcoming this validity issue in an
organisational case study interview is to conduct corroborating interviews at various levels within the
same organisation, thereby allowing triangulation of the various opinions. The use of corroborative
interviews has the apparent advantage of overcoming this problem, however this is not easy to
achieve when dealing with elite subjects. There are five problems with the use of corroborative
interviews with subordinates, namely:

1. Beinggrantedaccessto the appropriatesubordinatesby the elite subject.
2. The elite intervieweemay not participatefully in their interview,as they perceivethat the
intervieweris conductingan auditof their 'honesty'and/or'integrity'.They may not be
willingto have certaintopicsdiscussedwith subordinates.
3. The junior mangersmay not havethe knowledgeto commenton the elite subject's
information,as the subordinateintervieweedoes not have an adequateknowledgebase
or politicalexperienceto understandthe context of the comments.This is very pertinent
vis-ä-visissuesthat the Principalraiseabout the sector ratherthan their own institution.
4. The subordinatemanagermay not be willingto commenton their superiorfor various
reasonsthat the interviewercan not overcome.
5. By definition,there are not manysenior peoplein an organisationthat havean overviewof
the firm and thereforethe researchermay not be ableto 'interpret'the information
providedby the few interviewsthat the elite subjectmayallow for triangulatingdata. A
longfield study is often not practical.
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Positivist critics such as Scheurich (1997, p73), have argued that interview interactions are
fundamentally indeterminate, there being no stable 'reality' or 'meaning' that can be represented. He
argues that the interview will result in a construct of reality being developed by the researcher from an
early point in the process. In turn, prolonged research techniques such as multiple interviews will not
per se, result in a more 'correct' interpretation being derived because an indeterminate ambiguity,
which he labels as a 'wild profusion', lies at the hear of the interview interaction. Scheurich (1997, p74)
argues that the interviewer brings to the interview their own baggage and hence their final
interpretation is tainted with that viewpoint, which starts to form early on in the interview process.
Having a very powerful the subject of an interview with the aim of seeking triangulation data potentially
exacerbates this problem.

The critic of qualitativeinterviewsand interviewerobjectivityis well documentedbut does not in itself,
underminethe technique.Thereforethe issue of validity for elite interviewsneedsto be addressed.For
the purposeof this thesis,triangulationas a form of data validitywill occur in two ways, namely:
1. The data collectedfrom the quantitativequestionnaire,which is basedon a detailed
typicallyqualitativebasedliteraturereviewwill be cross checkedto the interviewdata, and
2. The FEFCInspectionreportwill be used to act as an externallyderivedand hence
internallyvalidateddata source.
The FEFCinspectionprocess is derivedfrom a 60-personday inspectionthat involvesa standardised
qualitativedata collectiontool and is in the publicdomain.The Inspectorateis Independentof the
collegeand has a statutoryright of access;they techniquesincludecorroborativeinterviewsand
observationsat various levelswithin the college.In conclusion,elite individualsare typicallypolitical
operatives,beingwell practisedin providingthe informationthat theywant to provideas leadersof
their organisations.This potentialrespondentbiaswill need to be activelyaddressedby the
researcher,but as Hitchcockand Hughesargues (1989),interviewsare personalinteractionsand
hence by their very nature,bias will occur, howevermeticulousthe preparationand planning.
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The proposed approach is that of a semi-structured interview. Patton (1980, p206) proposes that this
form of interview allows topics and issues to be covered in a systematic manner. The semi structured
nature allows the interviewer to identify areas that require amplification, whilst maintaining a
conversational style, even if the interviewer spends a minimal amount of time talking. The
disadvantage of this approach is that salient topics can be omitted and the flexibility in question asking
could result in a different question actually being asked of different interviewees. The alternative
approaches were judged to be less effective. The informal conversation interview would not guarantee
the breadth of coverage of the small sample to address the issues raised from the quantitative analysis
chapter. A closed standardised form interview would be too rigid and could potentially irritate the elite
interviewee, as the rigidity of the interview structure fails to address the unique context of their
organisation (Kerlinger, 1973). The issue of potential interviewer bias will need to be actively
addressed when conducting the interview, but as Denscombe comments (1995) interviewer neutrality
is a chimera.

8.3.2 Sampling approach
It is difficultto generalisefrom singlecases (Kennedy,M, 1979)thereforea stratifiedpurposeful
typologywas adoptedas recommendedby Miles and Huberman(1984).This methodillustrates
subgroups,allows comparisonand addressesissuesof generalisation.The quantitativeLISRELmodel
indicatesthat collegetype and relativesize are importantdeterminantson performance.Locationof
the collegewas determinedby the NAO(2001)to be a determinantof performance,althoughthis
study did not supportthis conclusionper se. The samplingmatrixwas thereforeconstructedusing
three dimensions,collegesize, locationand institutionaltype, as set out in table 8.2:
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Table 8.2: Group analysis of sample by categories
Location and college type
General FE

3
1%
30
12%
10
4%
33
15%
8
3%
51
22%

Relative Size
Middle Third
24
10%
2
1%
1
<1%
27
11%
40
17%
4
2%
9
4%
53
22%

81
34%

80
33%

Smallest Third
2
1%
25

Sixth Form

10%

Art, Design & Agriculture
Sub Total
General FE
Sixth Form
Art, Design & Agriculture
Sub Total
('
College Totals
NB:

i

i

Largest Third
48
20%

48
20%
32
13%

32
13%
80
33%

Grey cells are those that are selected for 'elite interview' case studies
Sample size n=241

The qualitative case studies are confirmatory in nature, seeking to explore the issues raised by the
Harris and Ogbonna critique and the determined limitations of the quantitative analysis chapter. It was
determined that three case studies selected from the above sampling frame would be representative of
at potentially at least 40% plus of the sample and underlying populations.

Three case studies were selected, one from each sub-group by size, at least one from each
geographical location factor and at least one from each type of college, with the exclusion of specialist
colleges. As a group the three sampled colleges are drawn from 47% of the sampled population. A
fourth case study from the specialist college grouping was not selected, as their dominant type are
agricultural colleges. The foot and mouth disease (FMD) epidemic of early 2001 that occurred after the
completion of the quantitative survey adversely affected these colleges. Informal contact with senior
staff at an East Midlands agricultural college indicated that the fundamental threat represented by
FMD was such that management's perspectives on the college's future were significantly affected.
Due to this significant event, specialist colleges were excluded from the case study review as the
material nature of FMD was judged to be such that it would provider responder bias that could not be
moderated for. This is not a significant hurdle to the validity of the study as the sub population is small
(7.9% of total population) and is getting smaller as specialist colleges are merged with larger general
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FE colleges. The case studies were selected by accessibility to the interviewee and by 'institutional
and individual interest', namely individuals drawn from different appointment periods, age groups,
college financial health categories and differing profiles of FEFC Inspection grades. To explore the
gender issues raised in section 8.2.1, a female Principal was included in the sampling matrix. Each of
the individuals operates at regional/national level in terms of sector representation; therefore they are
able to comment on activities and behaviours that are 'typical' of their sector, not just their own college.
Having selected the three cells for sampling, the selected colleges were a function of the sub-sampling
matrix referred to earlier and, critically willingness of Principals to participate. The three college
principals who agreed to participate are summarised in table 8.3:

Table 8.3: Summary of colleges selected for elite interviewing
College Type
Size
Location

Gender
Age Group
Appointment Era

College A
Tertiary/GeneralFE
Middle 1/3
Small Town,
Semi-Rural

College B
Sixth Form College
Smallest1/3
Inner City

College C
GeneralFE
Largest1/3
Inner City

Male
51-55
Jan 1992

Male
46-50
Aug 1997

Female
56+
Apr 1995

£8.Om
-£0.1m

£3.5m
£0.7m

£22.5m
£0.75m

2.6
3
2
2

2.3
3
2
3

3.0
3
3
3

5
0

6
0

16
2

77.2%
75.8%

85.5%
91.4%

100.0%
75.8%

Turnover (1998)
Revenue Reserves (1998)
Curriculum Grade (Average)
Quality Assurance
Management Grade
Governance
Top Team TT) Size
TT Starters In last 2 Years
DEA Score (whole sector %'s
Mean DEA for college
The three collegesare profiledas follows:

College A: Medium sized, small town, semi-rural general FE college
This tertiary/generalFE collegeis locatedin a multiplesmall market town, semi rural areaof the
Midlands.It is locatednear two city conurbations,but does not form part of those cities. It was created
by a series of mergersin 1974 and Inheritedabove averagerevenuefunding in 1992/3.It is locatedin
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the fifth decile in terms of turnover size in 1997/98. The college was developed by the LEA as part of
its tertiary strategy, whereby sixth formers went on to FE colleges for study. The part-time student
volumes of tertiary colleges are typically lower than those in general FE colleges. The last eight years
has seen the break up of this tertiary feeder system, requiring the college to compete for students.
This competition has been made fiercer by the Conservative government policy (1992-1997) of
opening state school sixth forms with their inherent advantages of retaining pupils through student
inertia. The college's financial stability has been subject to considerable volatility, having a fragile
financial health in every year since incorporation. The college has reviewed merger options on three
occasions, but no merger proposal overcame the poor fit with the proposed partners (who were
typically city centric) and the weak commercial rationale.

College B: Small, city centre sixth form college
This sixth form collegeis locatedin the centre of a large city. It is a small collegeby generalFE
standards,but mediumsizedby sixth form standards.The collegeis successful,drawingstudents
from a rangeof cultural and educationalbackgrounds.Resultsare generallyvery good, with areas of
good nationalpractice.It was createdin the mid 1970sand inheritedsignificantabovesectoraverage
revenuefunding in 1992/3.The collegehas developedpost incorporationto includeadult education
and special needs,two less typical areas of diversificationfor sixth form colleges.The collegefaces
stiff local competitionyet is has achieveda very stablefinancial position,exceedingits fundingtargets
in recentyears. The Principalhas a career backgroundin schoolsand sixth form colleges,with two
years spent in a generalFE college.

College C: Very large, city based general FE college
This generalFE collegeis locatedin a very large metropolitanarea and was createdby a seriesof
mergersin the years leadingup to incorporation.Typicallythese mergerswere completedquicklywith
manycultural and managerialissuesnot beingadequatelyaddressedat the point of merger.This has
resultedin the creationof a very large college(top docile by turnoverin 1998)with multiplesubcultures,reflectingthe historyof the constituentparties of the mergedcollege.On appointmentin 1995
(from one of the mergedcolleges),the new Principalwas presentedby an unforeseenfundamental
financialcrisis. The previousyear's auditedincome was found to havebeen overstatedby some£1.5
millionwith the corollarythat the current budget projectionswere grosslyover optimistic.Dueto the
239

magnitude of the financial problems, the Principal was faced with a series of fundamental issues
centred on finance, strategic direction of the college and the underlying culture issues of the college

8.3.3 Interview processes, validity and reliability
Walford (1994, p225) and Gummesson (2000, p99) propose that when interviewing powerful people,
the interviewer should prepare for the interview by reviewing the background of the firm and industry,
so as to be able to contextualise interviewee responses. The history of each college was reviewed
before interviewing the Principal so as to provide familiarisation with the interviewee's operating
environment. This was achieved by reviewing the last FEFC inspection report of each college prior to
the interview and again post interview to cross check FEFC findings with interviewee assertions. The
independently produced report allowed the interviewer to triangulate interviewee responses.

The semi-structuredcase study interviewspresentsreoccurringthemesfor investigation.Milesand
Huberman(1984, p152)proposedthe useof meta-matricesto collatethe data into a standardformat
using categories(clusters)of observationsextractedfrom the qualitativedata. Thereforethe interview
data requiresconceptualisingand codingto supportthe thesis' research.There are three steps to this
form of analysis:

1. Opencoding, usedto examineraw data and identifycategoriesof conceptsthat are centralto
the data.
2. Axialcoding,where subcategoriesare linkedto categoriesat the level of properties(i.e.
characteristics)and dimensions(i.e. range)that varies propertiesfrom one another.
3. The interpretationof the information.

The first step is the use of open coding as proposedby Straussand Corbin (1998)to examine data to
identifyconceptsand their propertiesand dimensions.The first step has already been determinedas
part of the interviewinstrumentdesign, namelythe dimensionsof culture,entrepreneurshipand
marketorientation.These open codeswere developedfrom the literaturereview and theory
developmentin chapters2 to 5. Havingrelated the categoriesto the broadpropositions,it is necessary
throughthe use of axial coding as proposedby Strauss and Corbin (1998, p124-127)to relate sub240

categories to individual antecedents within each proposition. To achieve this the model developed in
chapter 5, augmented by the culture literate was analysed using Strauss's (1987, p147) balancing
matrix construct. The balancing matrix is a grid, with actions on the vertical axis and resultant
consequences (outcomes) on the horizontal axis. The matrix is balancing as it represents dimensions
that crosscut, or balance each other. The summary analysis grid is set out in table 8.4 and the
resulting research instrument is appendix 2.

Table 8.4: Balancing matrix of interview data, after Strauss and Corbin (1998)

Axial Codes: Sub categories
" Collegehistory and formation

Open Codes: Conceptual Groups
Culture &
Entrepreneurial
Market
Climate
Orientation
Leadership

Role of the Principal- past/present
" Organisationalstructuresand roles

"

"

Leadership style

" Organisational structure in the college

" New Managerialismvs. Professionalism

" Genderissues
"
"
"
"
"

Innovation- role and source
Environmentalawareness
Goal clarity
Risk as a break on innovation
Performanceindicators

or customers
" Studentsas consumers
"
"
"
"
"

Generationof market intelligence
Sharingmarket Intelligence
Responsiveness
Inclusivenessof responses
Sharingof quantitativeconclusions

The three case study interviewswere carriedout in late Mayand early June 2001 using a semistructuredquestionnaire(appendix2) devisedfrom the theoreticalpropositionsdevelopedin chapters
2 to 4 and summarisedin table 8.4. The flexible designallows the researcherto explore issuesraised
during the interview,seekingclarificationand probingas necessaryto understandissuesraised by the
interviewee,(Rubin and Rubin,1995, p44).This flexibilityallows new ideas and themesto be tested
and explored.The Principalsare withinSpradley'sdefinitionof the 'encuituredinformants'(1979, p47),
Individualswho knowthe culturewell and take it as their responsibilityto explainwhat it means.To
encourageopennessin addressingthe issues,the data obtainedwas soughtfrom the perspectivesof
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the Principal as a participant in the FE sector, rather than as a case study of their own college per se.
Obviously, the Principal cited examples from their own experience, but not necessarily from their
current college. One major goal of the design of the qualitative research is to obtain depth, detail and
the pertinent nuances of the FE case studies. Cohen et al (2000, p279) comment that it is crucial that
the interview is a social, interpersonal encounter that is not merely a data collection exercise. As
proposed by Kvale (1996, p147), the interview structure was planned by the interviewer, rehearsing
the areas that had to be covered and the areas that may cause problems, thereby ensuring that the
interview could be managed carefully and sensitively. The issue of validity arises in interviews and in
some respects the issue is more persistent a problem than in quantitative techniques, (Cannell and
Kahn, 1968). To make the studies credible, the interviews were designed to provide transparency,
consistency, coherence and communicability.

Transparencywas achievedby taking detailednotesof the interview.Two interviewswere recorded,
the third was not, reflectingthe lack of comfortwith the mediumwith one interviewee.Regrettablythe
recordingswere of poor qualityreflectingacousticproblems,but were usefulback-upsto the written
notes.A transcriptwas preparedfrom interviewnoteswithin 24 hours and usedfor the basisof
preparingthe informationincludedin this thesis.The interviewrecordwas agreedwithinfive days with
the interviewerand changes agreedto reflectdifferentinterpretationsof the interview.This process
was completedbeforethe next interviewwas conducted.The informationincludedin this thesiswas
agreedwith the intervieweeas beinga true and fair record of their interview.All three subjectshave
retainedthe word documentof the interviewand are using it for managerialpurposes,in one case to
illustrateto the Principal'sgoverningbodythe culturalhistory of the college.

Consistencywas achievedby adoptinga three-stageframework(appendix2), exploringthe unifying
theme of culturefirst, beforemoving onto entrepreneurshipand market orientationrespectively.To
obtaincoherence,probeswere asked to exploreambiguousresponsesand amplificationswere sought
for limitedresponses. Detailedworkingexampleswere put forwardby each intervieweeof a 'problem
area' which is beingresolvedand have been includedas vignettes.In each case, the assertionswere
verifiableto other writtendocumentation,typicallythe FEFC Inspectionreport.There Is consistency
betweencases,with commonconstructsbeingused to explainissues. Disagreementsbetween
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intervieweesoccurredin one area, risk perceptionand are consistentwith the quantitativescale
buildingfindingsin chapter7.

Communicability is achieved by presenting the interview in a series of construct groupings. The data
blocks are paraphrased in narrative form and include a vignette of a key issue identified by one of the
Principals. The interviewees talked about their first hand experiences as both leader and as a middle
manager during their career. The accounts provided are first hand and reflect the 'encultured

informant'statusof the individual.

To understandthe natureof the points raisedby the interviewees,it is necessaryto understandthe
cultureof the sector.The researcheris a participantin the FE sectorand hencehas crossedthe
cultural boundaryidentifiedby Rubinand Rubin(1995, p171).The advantageof this approachis the
interviewer's 'culturalawareness'of the issuesbeingraised by the interviewees.This participationby
the researcher(as a senior mangerin the FE sector) does howeverpresentits own problem,namely
potentialobserverbias.As the researcheris alreadyimmersedwithinthe culture of FE, the interviewer
brings his personalhistory,viewpointsand interpretationsto the interview(Greenhouse,1985, p261).
In summarythe intervieweris likelyto havea lower adverseimpact on the elite interviewee(Singeret
al 1983) in terms of beingviewedas an 'uninformedobserver',howeverthe interviewermaybe viewed
with suspicionbecauseof that 'informed'nature. It is thereforeimportantthat the researchprocess
creates a critical awarenessof mattersthat havea deep and blindingfamiliarityto the researcher
(Marcusand Fischer(1986, p137).

To addressthis issueof potentiallybeingtoo closeto the subject,distanceneededto be created
betweenthe interviewerand the subjects.This was achievedas follows:
CollegeA is knownto the researcher.Thereforethe emphasisfor the elite interviewee
was on their experiencesexternalto collegeA, usingcollegeA to illustratethe externally
focused pointsthat the principalcovered.CollegeA's principalwas a senior memberof
the Associationof Principalsof Colleges(APC)and hence was extremelyinformedon
externalmattersthat were unknownto the researcher.
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"

Colleges B and C are unknown to the researcher and the University of Nottingham; hence
no pre-existing expectations exist about these institutions. The researcher comes from
College A, which is fundamentally different to Colleges B and C; hence the experiences of
the researcher are limited in terms of application to these two environments.

The DBA trainingemphasiseddetachmentand techniquesto be adoptedto avoid over
familiaritywith elite interviewsubjects.
The researcher has experience (over 15 years) of working with senior staff from a range of
backgrounds (public, private, voluntary and political) and hence was comfortable with the
'power dimension' and its use by elite subjects to present their opinions.

"

Drawing upon the quantitative data returns and FEFC inspection reports prior to the
interview to ensure that the researcher had a reference frame against which the subject's
statements could be checked against and the interviewer's interpretation could be
calibrated against.

Particularattentionwas paid to ensure that the interviewprocess had minimalinputfrom
the researcherother than to ask questionsand that the quantitativefeedbackfrom this
thesiswas madeafter the conclusionof the interview.
In conclusion,as McCracken argues (1988, p19),the researcherwill always be subjectto challenge
as by definitionthe researcherbecomesthe researchinstrumentand beinghuman is subjectto
inherentbias.As long as adequatesteps are takento minimiseobserverbias and ensurethat the
account is objective,defendableand accepted,then others shouldacceptthe accountas valid data.

Data was analysedmanually,the small numberof cases makingthe use of NUDIST or NVivoan
unnecessarycomplication.The three case studiesare presentedin the followingsections.The themes
from the interviewsare collatedand summarisedin section8.4.4.
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8.4 Results of case studies
8.4.1 Operationalcontext
The three college principals were very open, finding the opportunity to discuss the leadership issues of
chief executives useful and informative. From a review of their interviews, it is clear that the three
principals shared common challenges, which in turn, they believed where similar to those faced by
their local peers. The issues centred on running a notionally independent organisation that was tightly
controlled by a funding agency (via funding agreements) and limited scope for short term change due
to strong employment contracts and staff unions. Financial problems reoccurred throughout the
interviews as inhibitors to change, requiring careful handling and lots of time, a commodity that can be
in short supply.

CollegeC's financialcrisis in 1995 presentedthe Principalwith significantpersonalchallengesas the
leader, as she describedher prior collegeas being intimateand 'collegiateorientated',with her
previousexperiencesas havingbeen 'a charmedcareer. The new role providedher with a 'very
uncomfortabletwo years', re-establishingbasic managerialcontrolsystemsin finance,developing
communicationprotocols,promotingacceptanceof responsibilityamongstmanagementand teaching
staff, tacklingconservativeand revisionisttrade unions and focusingthe collegeon identifyingits
clients and thereforeits institutionalmission.This experienceof dealingwith the starkconsequences
of poorfinancial performanceare echoed by collegeA's principal.His collegehas had poorfinancial
health in every year sinceincorporation(in 1993)which has been exacerbatedby the absenceof the
conceptof activelycompetingfor students,underlyingculture issuesof staff conservatismand
resistanceto change. He ascribedthis to the resultof a benignLEAfunding regimethat had createda
very stableoperatingenvironmentfor the 10 years priorto incorporation,aboveaveragelevelsof
fundingand a large and unfocusedseniortop team. His appointmentin 1992 providedhimwith a new
problem,how to promotedynamismin a workforcethat has little experienceof risk taking, competing
for studentsand little experienceof being self critical about non-performance.

The principalof collegeB also cited financialissuesas beinga key moderatoron performance,but
principallyfrom the basisthat the absolutesize of his sixth form collegemeansthat a relativelysmall
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financial change has a disproportionate affect on smaller colleges than their typically larger (by a factor
of 100%) general FE cousins.

8.4.2 Cultural issues
The three principals agree that the modern Principal has expanded his/her role to embrace business
leadership, with a focus on financial solvency in the 1990s. The traditional leading professional role of
the LEA era has been de-emphasised, with the locus of control for this function moving to the next two
tiers of management (i.e. senior and middle). In the LSC era (post 2001), colleges will be required to
place an increasing importance on curriculum issues, an area upon which the FEFC placed low
emphasis. This will not mean the principal will become the leading academic (in general FE colleges),
more that the Chief Executive Officer function will be broadened to embrace product/mission direction,
not just financial leadership. The principal is the leader of the college's mission and ultimately its
culture. College C's principal emphasised that the principal is not the chief executives in the same
manner as those of private commercial firms, but leaders of public organisations. This change in
emphasis during the 1990's has not come from a uniform management control model pre-

incorporation.

Sixth form Principalswere very dominatedby the LEA in the pre-incorporationera. The LEAwas very
'big brother' in its control,leavingthe principalto focus on academicissues,with little emphasison
financial solvencyissues. Incorporationsaw the promotionof a new breed of sixth form college(SFC)
principal.The new generationof sixth-formprincipalshas been drawnfrom a mixed backgroundof
(academic)disciplinesand they typicallyperceivethemselvesas leaderof a small 'company'in terms
of operationalautonomy,but criticallythey havea very highpublicserviceethos.The change in
emphasiscan be expressedas movingfrom a 'School/College'cultureto a 'College/Business'culture.
ModernSFC principalsdo not want to returnto the LEAcontrolenvironment,being confidentwith the
autonomythat incorporationhas brought alongwith the difficultiesthat this brings.

The role of the principalin stimulatingdynamismamongstseniorand middle managerswas agreedby
all three case studies;the methodhowevervaries, reflectingthe differentabsolutesizes of the
institutions.CollegeA argued that dynamismhas to come from middle managementand below.It can
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not be effectively led from the top. The top management tiers must create the climate for dynamism
with a culture and values that reinforce behaviour. However dynamism from the top is not sustainable
in the long term according to principal A. Senior managers should mediate dynamism from the middle
management (and below) tiers, providing a buffer to the college's governors. Effectively this is the
tempering of dynamism within a corporate strategy framework agreed with the governors. SFC
principals are very 'hands-on', reflecting the small size of the college and the traditional involvement of
the principal in student affairs. The role in small colleges can be very 'isolated' as top teams are
relatively small and management structures are fairly flat. The principal of college B is often criticised
by the teaching staff as being too 'money orientated' due to the delivering FEFC unit convergence,
with the resulting need to implement a couple of redundancies. In contrast, college C's experience was
that organisational structures in larger colleges typically lack flexibility and in very large colleges they
are more inflexible still. Leadership is required from the top, which then has to be explained so as to
promote ownership and set institutional priorities at front line' levels. This can be a very painful
process (see vignette 8.1) but necessary if the cycle of mediocrity is to be broken.

Vignette 8.1: Culture: A level course delivery In college C
CollegeC is basedin a very large metropolitancity with relativelyhighdeprivationfactors, high
proportionof ethnic minorityclients(40%of all students),significantnumbersof asylumseekers(500+
per annum),low levelsof prior educationalachievementand significantlevelsof local competition.
Only 20% of its studentsare at academiclevel 3 (i.e. A level standard)and only 12%of studentsare
aged 16-18.A level provisionis a relativelyminor area of work for the collegeand there are alternative
local providerswho offer at least a good a serviceas the college,if not better.

Over the last three years, the numberof A level enrolmentshas been steadilydecreasing
accompaniedby a steady declinein pass rates acrossthe wholeoffering.The unit deliverycosts have
steadilyrisen and in the recent FEFCinspection,the inspectorsconcurredwith the deliveryteam that
the teaching processwas good (i.e. the productwas good) but the studentachievementpass rates
were belowthe nationalaverage,indicatingthat the coursewas inappropriatefor the student.The
work graded4 (very poor).

The A level teachingstaff initiallyaccused'the management'of 'dumbingdown' the collegeand
implementinga poor marketingstrategythat failed to recruit the appropriatecalibre of students,who
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are typically white and middle class. The staff refused to accept that their area was no longer part of
the core work in terms of mission and standards of achievement. In addition, they did not perceive that
their high unit cost of delivery was being subsidised by other programmes designed to promote social
inclusion. The staff perceived themselves to be the 'academic elite' of the college, yet they were also
some of the least flexible and innovative staff in the college. Typically, communications with the group
are conducted via their staff trade union, they interpret their employment contracts in the most

mechanisticand restrictivemannerand requiremanagementto adopt a policingand verificationstyle
of managementto ensurethe staff complywith their obligations.

The area of work is thereforetypifiedby an over supplyof less flexiblestaff, who delivergood product
to a bodyof studentsfor whom the producthas low suitability.Effectively,the staffdelivergood
products,but (effectively)achievemediocreeducationalresultsat a high cost. In turn, they seek to
displacethis performanceissueonto others.

This changeprocesstakes time and patienceand can be a long processin very large colleges.The
three intervieweesconcurthat leadershipstyle and techniquesneedsto reflectthe operationalsize of
the businessunit and must be delegatedwherepossible.In small colleges,the leader can personally
reinforcethis culturalapproach,whereas in very large collegesthe leader is very remotefrom frontline' staffand henceit is very difficultto achievethis quicklywithoutthe activesupportof other key
managers.

The role of governorswas viewedconsistentlybetweenthe three case studies.Governorsare not
really involvedin the operationsof an effectivecollege.They are too remote,part-timein commitment
and rely upon managementto provideinformationand direction.Goodgovernorsact as a sounding
boardfor good management.CollegeA and C offeredthe view that wheregovernorsare too strong, it
is a sign of weak management.The managementIs failingto provideleadership,henceforcing
governorsto lead, or the leadershipIs weak, allowinga small group of part-timegovernorsto dictate
policy basedon political/powermotives.In a smallercollege,governorshavemore opportunityto
grasp the issuesand henceare more ableto contribute,but they need to be made awareof the
boundarybetweenthe role of governorsand the executive.
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Structures are necessary in all organisations. The more complex and/or larger the organisation, the
more formal the structures. FE is regulated and has strong trade unions therefore structures tend to be
formal. The repeated problem with FE structures is their fixation with systems and procedures, rather
than outcomes. The principal of college A has been in structures that are very bureaucratic, where the
response to new ideas is to form a committee that has meetings without real purpose, calls for
research into the problem before finally deciding that something needs to be done. This problem of
'forming formal groups' to reach decisions'after long process' is a key inhibitor to dynamism in modern
FE. The principal believed that in his current college (A), the period 1986-1992 was a very busy time
for typists. Lots of paper, policy and files were created and countless flipcharts used to little avail. This
process orientated culture failed to understand the impact of the college on the end consumers. It is
too easy for informal processes to be taken over by formal committees, procedures and polices. There
is a balance to be achieved, but typically it is in favour of formal and inflexible, rather than the more
creative informal and flexible; this needs to be challenged by the principal to ensure that dynamism
occurs. Organisational structures exist in the sixth form college environment, but tend to be informal.
Lines of communication are short, staff interactions are informal and regularly involve senior staff and
the principal. This informality is not replicated in larger FE colleges as interactions are more complex
and often involve multiple sites.

In terms of leadershipstyle, the sixth form collegeadoptsa more interventionistmodelof
management,reflectingthe SFC principal'srole as being perceivedas the pre-eminentacademicby
teachingstaff and students.Thereforethe SFC principalis regularlyinvolvedwith parentand student
issues,especiallythose involvingdiscipline.Typicallyparentsrefer to the principalas TheHead' (as In
head master)and the teachingstaff perceivethe principal'srole as this with respectto these matters.
Most senior staff havea small teachingcaseload,includingthe principal,whereas In generalFE
collegethis is vary rare. Staff havethe culturalvalue that the principalcan only lead if he/she is also
an active teacher,even if it only for a few hours a week. Leadershipis typicallyvery direct, involvinga
democraticand pace settingstyle. The small collegeprincipalcan be workingon macro issuesone
momentand then involvedin minor detailsthe next.

The intervieweeswerefamiliar with the new managerialismversus professionalismdebate.The
teachingstaff and manymanagersoften deride new managerialism,but the introductionof targets and
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benchmarks has moved colleges towards outcomes, rather than just processes. Target setting in itself
is a goal, but the ramifications of how the goal will be achieved are just as important. In setting targets
people now have to consider the how and by when, not just the process of carrying out the activity. IN
all three colleges, the majority of teaching staff still perceive their role as being the traditional
academic, looking towards the principal and their senior managers to provide leadership. New
managerialism tends to be confined to senior staff (directors and middle managers) with delivery staff
still focused on the 'independent professional' role. Some teaching team leaders (junior management
grade) are uncomfortable with the role of staff management, which involves requiring co-workers to
implement policy. These managers still have allegiances to 'the staff room' and are uncomfortable with
perceiving themselves as being outside of this 'safe and prescribed' environment. This problem was
experienced in all three colleges and new management posts occasionally required external
appointments to 'break the cycle' of reluctant candidates being drawn from staff rooms.

Top team dynamicsare very importantfor all three principalsand institutionsize was identifiedas a
key factor. PrincipalC statedthat it is difficultto developa collegiate,inclusiveapproachin a very
large institutioncomparedto smallercolleges.Developinga positiveteam culture is madedifficult by a
climateof large-scaleredundancies,a union led cultureof confrontationwith managementand the
inherentconservativenatureof the teachingprofessionto changeas experiencedin collegeC.
Innovationis difficultto stimulatewhen staffare anxiousabout the financialhealthof the college.
Leadershipstyles needto be responsiveand adaptive,effectivelymanagementneed to be 'light on its
feet' accordingto principalA's experiences.Seniormanagersneed to allowstaff to test ideas,be alert
to changesand have the confidenceto standback from detailedsupervisionof front line staff,
acknowledgingthat mistakescan and do occur.The pool of staff in sixth form collegesis relatively
small. LabourmobilityIs low and manyteachingstaff membersare very long lived in post.There has
been a needto 'buy-in' staff to meet new areas of development.Those that join, especiallyfrom
general FE,find the environmenta 'nice life', whereas manystaff insidethe SFC sub-sectoroffer the
view that the environmenthas changed'for the worse'. CollageB's principalhas broughtin two
general FE managersintoteaching teamsto providea 'fresh perspective',as he was unableto
promoteinternallyor recruitfrom within the SFC sub-sector.
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Gender issues are relatively low profile in sixth form colleges. There has been a long tradition of
women in management posts in the schools and sixth form college sectors. The Principal perceived
there was more of an issue with the ethnic balance of managers in the sixth form sector, with very few
non-white managers being present in the system. Gender issues in management performance are
only now emerging. There is no real discernible difference between men and women as principal,
according to College C's woman principal especially as many women have been promoted against a
'male styled' framework established by a typically male dominated selection panel. The feminisation of
middle management is having more of a visible impact in hers and other colleges. In college C, women
now hold the majority (11 women out of 16 posts) of management posts, in line with the gender
balance of the college's workforce. However, it is probably too early to tell if women dominated teams
have a different performance impact, if any, then their historically male dominated predecessors.

8.4.3 Entrepreneurship and innovation
All three subjectswere interestedin the entrepreneurshipdimensionsof the interview.There was
some difficultieswith the word 'entrepreneur',primarilyas the word has a corruptedmeaningin the FE
sector, having becomean euphemismfor'sharp management'.However,all intervieweesarguedthat
entrepreneurialendeavour,namelyleadership,innovationand insightwas importantfor modem
management.Environmentalawarenessmustembraceall levelsof managementand includedelivery
staff. No individualoperatesin a vacuum and everyonemustunderstandthe ramificationsof their
actionsor inactions.The dangerof not understandingthe environmentcan resultin managersbeing
turned in to obsessive'bean counters'with no 'eye on the future', a point passionatelymade by
principalC.

There was consensusthat mostpoliticiansand leadingcivil servantsdo not really understandthe role
of the generalFE college,with the role of the sixth-formand agriculturalcollegethe most readily
understoodpart of the sector. Despitethis relativeignorance,the sector continuesto grow, 'filling in
the gaps' that HE and schoolsdo not fill accordingto collegesA and C. The principalof collegeA was
not sure whether in the minds of the DfEE,the role of FE was to remedythe deficienciesin other
educationsectors or to adopt someother role?As this (political)role is ambiguous,there Is a
fundamentalneed for the FE sector to innovateand be dynamicto meet this evolvingagenda.
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Culture is a function of senior managers and the principal. It is slow to change and in his view, can
take up to ten years to fundamentally alter in the opinion of college A's principal. There is a vested
interest of 'longer lived' managers and staff in the status quo, as this provides stability, clarity and
lower levels of personal risk. New managers (including those who have been here a long time, but
'have come on board') are prepared to challenge the traditional orthodox behaviours and modernise
the college. Such managers recognise that step changes are required to'keep up' with the modern
environment. For long-lived staff (and mangers) there is a need to innovate to keep them interested.
Bored managers become complacent and ultimately a brake on dynamism. To break the cycle,
intervention may be required from the principal to break the cycle of mediocrity. Vignette 8.2 illustrates
this point:

Vignette 8.2: Entrepreneurship and risk taking: Sports academies In college A
Changeagentsfrom outsidethe curriculumtypicallydevelop new growthareas. Few ideaswere being
developedfrom withinthe curriculum,the staff havinga cultureof expectingmarketingopportunitiesto
be developedby a centralisedteam. In early2000, a middlemanagerproposedcreatinga sports
academy,pickingup the governmentsteer of developingsportingexcellencecombinedwith
education.The Principalhad an interestin sportsdevelopmentand this allowedthe middlemanagerto
raisethe issuedirectlywith him,effectivelyby passingthe seniormanagerand the curriculum
structuresthat Vettedideas'.

The timingwas auspicious,beingthe year of the Euro 2000football competitionand the Sydney2000
Olympics.The Principalpromotedthe considerationof the proposal,calling for positionpapers and
pushingthe debatealong where necessary.The front line staffwere providedwith a small amountof
resourceto developthe idea. The Academywas set up within six monthsand 30 students(£90,000of
income)were recruitedin September2000 and it is scheduledto doublein size by September2001.
The Principalwas consciousthat the developmentof the FootballAcademyconceptmightfail and the
costs wouldextend beyondthe developmenttime, i.e. it wouldinvolvethe opportunitycost of ideas
that were not taken up In preferenceto the Academy.Critically,the Principalhad to interveneto
release managementand front line staff to explorethe idea, test solutionsand developthe business
model.The Principalcould not guaranteethat the 'traditionalstructures'would considerand deliverthe
concept, hencethe need to intervene.
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The Principal had to intervene to provide reassurance to the middle manager to explore the idea,
thereby lowering the personal risk element. The junior member of staff working for the middle manager
developing the new area was not a permanent post holder. Therefore he was keen to 'prove' that the
proposal was both sound and achievable. The Principal felt that the current management model did
not promote 'controlled risk taking' and entrepreneurial activity. In late 2000, the Principal started a
restructure of the curriculum leadership with the specific aim of'removing the blocks' to dynamic
thinking. The objective was to break the cycle of innovative mediocrity by a step change in the mature
organisational structures. Incrementalism alone would not achieve the change in performance levels
that the Principal was seeking.

In smaller colleges,especiallyspecialistcollegessuch as sixth-forms,the principalhas a high
cognitiveawarenessof the operatingenvironment,as do mostof their seniorstaff, but this is not
sharedwith middlemanagers.Typicallythese staff havelow awareness,reflectingtheir low job
mobility,stabilityof the productfserviceand locationwithin the 'staff room'ratherthan 'management'
station in the college.The top team in anycollegethereforehas to challengethis `traditionalthinking'
by explainingthe consequencesof externalpolicieson the internalactionsof the staff, typicallyin
terms of ramificationsupon the student'slearning.PrincipalC arguesthat the drivefor innovation(a
metaphorfor entrepreneurialendeavour)mustcomefrom the top by way of a shared senseof vision
and the provisionof tools to allow managersto makechangework. The change in turn must come
from the front line. Course leaders(the mostjunior level of teachingmanagerIn a college)must
imaginechangeand conceiveof doingtheir work In differentways accordingto principalsA and C. Old
areas of work (engineeringand A levelsin collegeC) are typifiedby historicalpatternsof work and
conservativethinking.This is reinforcedby the teachingstaffs emphasison unionisation,job contract
complianceand a preferencefor being led by management,backed up by a processof monitoring,
complianceand control.In contrast,new areas (basic skillsand asylumseekers)are typifiedby
flexiblethinkingmanagers,who interprettheir employmentcontractsconstructivelyso as to meet dient
needs.Such managersseek low levelsof managementsupervisionand are preparedto embracenew
methodsof work.
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The three principals concurred that professional staff should have an awareness of the environment
and that senior staff must have an excellent 'grip' on the environment, as they often are the guide for
other staff. There is a need for good communication skills to share the implications of the environment
on the operations of the college, especially when it comes to meditating dynamic Ideas against the
priorities of the environment. Middle managers need this insight to avoid 'going up blind allies' and to
develop their own career opportunities. In college A, many of the teaching managers had reached the
zenith of their careers and hence were stagnating, dampening down dynamism. To break this cycle of
stagnation and mediocrity, a restructure was completed in early 2001 that introduced new (some
external) curriculum managers into new refocused posts. In contrast, innovation is typically led from
the centre in sixth form colleges, reflecting the historical style of sixth form colleges, namely the LEA
and 'Head' lead, staff follow. It also reflects the SFC sub-sector's relatively stable environment; the
product is well defined, the mission is typically clear and staff are long lived and highly experienced in
executing their roles. To stimulate 'grass roots' innovation, the driver for idea creation has to be
pushed into the core of the college. To achieve this, resources have to be delegated and staff
supported. This may take a few years to move people from the comfort zone of 'being led' to
'proposing ideas' and 'taking risks'. The scale of budgets in the sixth form colleges environment is very
small, making risk taking difficult. A £20,000 loss in a general FE college is often unnoticed, In a sixth
form college it can be dramatic. The provision of Standards Funds by the FEFC and LSC to adopt
project work allows risk taking to be externalised outside of the core budget. Change can be tested
and tried without the fear of compromising core financial stability of the college.

Goal clarityis achievedby writtenand verbalmethods.Internalcommunicationsare very importantin
multi-siteand multi-teamcolleges.(CollegeA is basedon four major andfour minorsites over 255
square miles and embracesdifferenttypes of students).Too muchemphasishas been placed in the
past on processes,ratherthan outcomes.Goal clarityis achievedby a mixtureof techniques,written
and informalIn all three colleges.Critically,the top team must understandthe missionof the college
and in turn be able to articulateit in clear and understandablelanguageto the rest of the staff.
Summariesof the missioninto bullet pointsare fine, but the reinforcingof behaviour(i.e. the values
embracedin the mission)is morecritical.Action Is the purposeof colleges,not the writingof policies
and procedures.With performanceindicatorsand the new Learningand Skills Council,the political
emphasisIs on effectiveness,not the process.Excellentteachingwhich has low impact(in terms of
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students taught and/or passing the course) will be hard to defend in the future. Performance indicators
are typically too simplistic to describe the work of a sixth form college. Much work has been done on
more inclusive indicators in the SFC sub-sector, namely value added, but there are still problems.
Where an indicator is not perceived as being credible, its effectiveness as a management tool
decreases. Target setting combined with benchmarking is a powerful tool for accountability and
performance improvement. The professionalism construct of teachers promotes self-reliance and
conservatism, which can present managerial challenges when seeking changes. Performance
indicators and benchmarks allow managers to challenge the status quo with delivery staff. The
argument is not necessarily about superior performance but 'achieving average (i.e. sector norm)
performance'.

The Principalof collegeC has usedthe inspectionevidenceof spring 2001 along with the academic
performancedata of the last three years as the rationalstartingpoint for redefiningthe missionof the
collegewith respectto A level provision.It is becomingacceptedthat the collegeis not a centreof
excellencefor A levelwork and that its skillslay elsewhere.The battles go on, but the constructhas
been acknowledgedby the relevantstaffthat performancemediocrity,irrespectiveof howgood the
product/service,is not accepted.

The area of disagreementbetweenthe subjectscame in the area of risk. All three subjectsagreedthat
the environmentwas hostileto chief executives,but collegesB and C perceivedit no morerisky than
beingchief executiveof any otheragency in the publicsector. CollegeA's leaders(possiblyfrom his
supportwork for 'at risk' principalsas part of his rolefor the Associationof Principalsof Colleges)had
a more negativeview. CollegeC's principalarguedthat risk is not the real issue,as all jobs in life have
risk. Cavalierprincipalsarejustifiablydismissed,especiallyas to be sacked,you haveto lose control
to such an extentthat your board(of part-timeGovernors)is forced to act to over come their lack of
managerialskills.The real issue is stress,as not all collegesare equal. Stressis not a function of size,
but of complexity,competition,and culturalintransigenceof the collegeand the strengthof your
managersto implementchange.Sometimesit is like'pushing lead up a hill'.
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8.4.4 Market orientation
Senior and middle managers perceive students as customers but this is not so far shared by the
majority of teachers in general or sixth-form colleges. College A's principal cited that his monitoring of
student complaints about the curriculum supported this proposition, on the basis that if staff thought
about good service delivery to customers, then often the complaint would not have occurred in the
majority of cases. He believed that this was the case as the locus of power often rests with the
teacher, not the consumer in the educational process. Therefore the teacher does not perceive the
consumer as a customer. The new inspection framework challenges this traditional approach by
asking teaching teams to address service delivery issues. This will be a shock to some teachers in the
near future according to all three interviewees.

Frontline teachersare the closestto the marketplace. Goodteachersare awareof changesin their
field of work, the nature of studentengagementand the reasonswhy they study. This level of
client/industryknowledgecan not be replicatedat the centre, especiallyin largercollegesaccordingto
principalsA and C. Managersneed to translatethis front line' knowledgeagainstthe frameworkof the
operatingenvironment,therebysetting the marketdirectionof the college.Where the front line teacher
does not engage,they (the teacher)will be less effectiveand ultimatelythey may see the
marginalisationof their area of work. Thiswas bestillustratedby collegeC's principal,who explained
that students are perceivedas customersin 'new areas' of the college(basic skills,asylumseekers)
and as the consumerof productin older, moretraditionalareas(A level and Engineering- see vignette
8.1). There is a divide in the way thesetwo groupsof staff perceivecollege marketingto be organised.
The former grouptypicallylead the marketingapproach,havingactiveand closecontactwith their
students (customers),a rapportof understandingand use organisationallearningto drive innovation
and product/serviceadaptation.This group requiresa limitedamountof specialistsupport,typicallyon
formal market intelligenceIssuesand interpretationof environmentdata, however,they still 'own the
process'.In contrastthe old areas perceivethe recruitmentof the student as beingthe responsibilityof
others, the low levelsof studentrecruitmentas beingthe fault of others and not a function of product
quality,designor servicedelivery.
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Students are not perceived as customers by the teaching staff in sixth form colleges in particular.
Students are perceived as consumers, reflecting the relative position of student and teacher in the
relationship. However, the product is very well defined and it is continuously benchmarked for best
practice. Therefore the student experience is typically very good. Responsiveness is typically about
product innovation and was reflected in the sixth form principals' citing of product change as examples
of innovation in the quantitative research instrument.

Modernteachersand managersshould perceivethe role of teachingto embracean understandingof
the needsof the student,the customer.Those that describeteachingas 'deliveryof a subject'at a
'timetableslot' are demonstratinga naive and restricteddefinitionof their role. The collegeB (like
manycollegeswhethergeneralor sixth-form)has a cultureof long-livedpersonnel,low staffturnover
and a pedigreeof traditionalacademicprofessionalstaff. The principalof collegeB appointment
occurredduring a periodof financialchallenges,requiringsome small-scale(two) redundancies.A key
challengewas how to promotedynamismin a 'static'workforcethat has little experienceof new ideas,
risk-takingand little cash to experiment.Vignette8.3 illustratesthese points:
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Vignette 8.3: Market orientation: Developing new orientation behaviours in college B
Sixth form curriculum is relatively well defined, being a combination of GCSEs and A levels. The
college's approach was to offer individual learning programmes to students built up from courses,
allowing students to study a modular programme based on their needs, rather than the requirements
of the curriculum offer. Students are blocked by subjects rather than year groups, offering students
flexibility and choice, meeting their diverse client needs.

The college identified an opportunity to expand the college's operating base to deal with the
convergence (unit cost reduction) problem. Educationally, the proposal met the needs of an under
represented client group by developing the work of a special needs teaching unit as part of the
college's core work. This has created client diversification and new unit learning volumes, allowing the
college to meets it punitive unit cost reduction targets. The Principal was faced with a significant
operational problem in that although there was interest, there were no skills to develop the work within
the college. Consequently he created a relatively well paid new post to lead this area of work. The
recruitment came from outside the college from a general FE college background. The Principal has
supported the new appointment's progress in developing systems across the college to integrate this
work. The unit is now well established and is recognised by the college as a core value of the culture.

Interteam workingis important,especiallyin very largecollegessuch as C's. Organisationally,
collegeshave to constructorganisationand functioncharts to managethe complexitiesof a modern
college.Somestaff seek this structureto provideorder and disciplineto their work loads,others
perceive it as a brake on co-operation,dynamismand interactionbetweenpeople.The principal
observedthat whereverthese boundariesare placed,'they are alwayswrong'.The key issueis to get
staff to perceiveand operateas though the boundariesare semi permeableand do not prohibitcross
boundaryworking.

8.4.5 Business performance
The principalof collegeA agreedwith the quantitativeconclusionsand in particularthe importanceof
non-fiscalmeasuresof outputs beingused to describe institutionaleffectiveness(DEAwork). The
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Principal believed that the importance of culture as a break on the climate of dynamism could well
contribute to the unexplained components of the performance model.

The principal of college B (who has an economics background) agreed with the broad quantitative
conclusions developed in chapter 7. One key theme was identified of particular importance, namely
the weakness of the sector's generic output performance indicators to adequately reflect the social
diversity of the students. Value added indicators are in development but are still problematic and the
thesis' study confirmed operational difficulties with development of such performance models in the FE
sector. This has an implication for the Data Envelopment Analysis modelling. The Principal believed
that the importance of culture at college and sector level as a break on the entrepreneurial dynamism
could well contribute to the unexplained components of the performance model.

The principalof collegeC agreedwith the quantitativeconclusionsdevelopedin chapter7 and in
particularthe limitationsof the approachin terms of cultureinhibitorsinsidethe collegethat makesthe
developmentof generalexplanatoryfactorsat a sector level difficultto achieve.She believedthat
operationalsize was a significantvariableand could defeat evenvery strong leadersto make
significantchanges in short time spans.

8.4.6 The case studies reconciled with Schein's model of cultural change
The three case studiesillustratehow three differentcollegeshave respondedto new challenges.The
collegesare, in commonwith the other 247 sampledcollegesall in the third stage of Schein'slife-cycle
model(figure4.4) and the three principalshaveadopteddifferentstrategiessuitablefor their college's
cultural maturityand their own individualmanagementstyle.All three principalsare seekingchanges
in collegecultureto meetfuture orientationneeds.

CollegeA's principalreliedupon unfreezingmyths of operationas set out in vignette8.2. As Schein
comments(1992, p325),organisationsmature and developa set of myths about how they operate.
Argyris and Schön (1974and 1978)describe'myths' as 'espousedtheories'that becomeestablished
work patterns.In this case,the college'scurriculummanagementhad developeda vettingprocessthat
effectivelyscreenedout 'problemareas',establishingthe myth that innovativeaction has to comefrom
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outside the teaching workforce. A serious shortfall in student recruitment in the previous academic
year, coupled with a development opportunity raised by a manager, allowed the principal to explode
this myth. The principal believed that the 'underlying motivation' of the middle manager was to 'whistleblow' on the system of mediocrity that he (the middle manager) had been forced to participate in for a
number of years.

CollegeB, a sixth form college,has reliedupon changingculturevia the infusionof outsiders.Schein
(1992, p323) proposedthat sharedassumptionscan be changedby changingthe compositionof the
organisation'sdominantgroups.This typicallystartswith the introductionof a new chief executive,
which is followed by new appointments.These appointeesare not necessarilyfrom outsidethe firm,
but tend to be so. Dyer'sstudiesof this changemechanism(1985and 1986)found that this adopts a
cycle as follows:
The firm developsa sense of crisis becauseof decliningperformance.In this case study,it
is the problemof a rapidlydecliningunitof resourceand poor plans to meet the challenge.
The previousleader leaves(as he did at collegeB).

"

Confidenceis lost in the existingvalues,beliefsand systemsof the firm. The governors
identifiedthat there was a problemand soughtto recruita changeagent.
A new externalleaderis appointedwith new beliefsand values.In this case, the
appointeewas technicallyInternal(havingjoined a few monthsearlier as deputyprincipal),
howeverhe had comevia a generalFE collegeenvironment,a fundamentallydifferent
cultureto that of collegeB. New staffwere appointedto the managementstructure(see
vignette8.3) to deliver new and Innovativeprogrammes.
Conflictdevelopsbetweenthe embeddedcultureand the new ideasadvancedby the
leader. The principaland his newly appointedseniorteam had to maketwo redundancies
from a small academicstaff of 50 people.They also diversifiedinto new areas of work.
If the new leaderdeliversthe changesuccessfully,the new assumptionsstart to be
embedded.The unit costs were reduced,reserveswere createdand the work was
diversified.The Principaland his managerswere seen to have successfullydelivered
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changeand these new methodsof workinghavestarted to be acceptedas the new
performancenorms.

Dyer (1985 and 1986) and Kuanda (1991) comment that the change in'ownership' of the firm weakens
the historical cultural drives of performance. In college B, the appointment of a new principal was
accompanied by a large change in the composition of the board of governors. The principal influenced
the new governor appointments, although it would be wrong to infer that they are under his control.
They are however supportive of his cultural change plans, thereby reinforcing the change programme
from the very top of the college. This cultural change is reinforced by the appointment of 'like minded'
individuals at the next tiers of management. The appointment of an external special needs manager in
1997 (see vignette 8.3) saw a high achieving, assertive individual bring in radical permanent change,
reshaping part of the culture of the hitherto 'conservative' college.

In contrast,the Principalof collegeC had to rely upon coercivepersuasionto challengeout dated
thinkingas set out in vignette8.1. In commonwith Schein'sstudies(1992, p328),the subjectof this
challengeby the leadervehementlydeniesthat there is a problem,seekingto displacethe blameon to
others. After monthsof pressure,the principalhasrelied upon publishedexaminationresultsand
Inspectionfindingsto 'prove'her point.The objectivewas to isolatethe problemareaand escalate
discomfortingforcesto a level whereby the team is forced to addressthe problem.The principalis
retiring in late2001, but she has createda changemomentumthat will outliveher. As Schein(1992,
p329) comments,the turnaroundmanagerhas preventedteam membersfrom developinga strategy
of waiting until she has retired.

In summarythe principalshavedescribeda dominantstyle of unfreezingculturalintransigenceIn their
colleges.As observedby Schein (1992,p332),these styles are complimentary.Typicallythe myth
explodingof used by collegeA is usefulto Initiallyunfreezethe blocks to change.Once achieved,a
differentmechanismis neededto moveforwardchangeas representedby the examplesof colleges B
and C. The conclusionsfor managementare clear. As advocatedby Schein,Drucker(1989)and
Casson (1995),the leader startsthe change process,a processthat is difficult, threateningto many
staff and Is subjectto risk to both the leader and the firm. To obtain effectiveand sustainedchange,
the leader must provideenoughpsychologicalsafety to promoterisk taking by employeesand be
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prepared to adapt the change to learning points that are developed as change occurs. As Schein
comments, (1992, p333) clarity is not always important, especially in the early stages of change,
however it is important that a pathway is developed and organisational learning occurs.

8.5 Limitations and conclusions
The interview approach has limitations. Elite interviewing by definition causes problems with data
validation as the researcher has to reply upon alternative techniques to demonstrate robustness of the
data. To analyse the data, the analysis framework of Strauss and Corbin (1990) has been used. This
method has its critics, especially from those who argue that such frameworks desensitise the

interview'slanguageand context,ignoringthe subtletiesof the discourse(Mischler,1991, p260).
Havingacknowledgedthis critique,the interviewsusedfor thesisstudy are confirmatoryand are used
to explorethe boundariesof the quantitativeresearchinstrument.As such the qualitativecase studies
have limitations,but none the less are valid for this purpose.

The case studieshave demonstratedthat the organisationalsize, structureand cultural aspectsof
their workforcesare importantfactors influencinginstitutionalperformance.These factorshave only
been addressedtangentiallyby the traditionalquantitativeresearchinstrument,the questionnaire.In
summarythe case studieshavereinforcedthe validity of the quantitativefindingsat the firm level and
have confirmedthat cultureand climateare key factorsin the determinationof Individualcollege
performance.These factors probablysubstantiallyexplainthe 49% of businessperformancethat is not
accountedfor by the LISRELmodelof figures 7.7 and 7.8. The furtherexplorationof thesefactors
goes beyondthe scope of this thesis,offeringan area for future research.
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9 Summary and Conclusions
9.1 Introduction
This final chapterdrawsthe thesisto a close,reiteratingthe mainfindingsand conclusions.It reflects
upon the researchmethodology,its advantagesand limitations.The chapteris organisedintofour
sections:
1.

conclusionsand observations

2.

researchprocessand methodology;reflectionsand critique

3.

futureresearchopportunities,and

4.

concludingremarksand final observations

9.2 Conclusions and observations
This thesis has examinedand exploredthe relationshipbetweenentrepreneurship,marketorientation
and businessperformancein the EnglishFurther Educationsector.The conclusionsare presentedin
three thematicgroupings,namely:
1. policy basedconclusionsconcerningthe organisationat the sectorlevel,
2. managerialbasedconclusionsconcerningthe organisationat the institutionlevel,and
3. organisationalbehaviouralconclusionsconcerningthe conduct of the individualleader.
9.2.1

Policy Issues and conclusions

at the sector (industry)

level

The backgroundto the paradigmshifts in politicalcontroland managerialphilosophyof the sector
were outlinedIn chapters1 and 2, and were representedgraphicallyin figure 1.1. In summary,the
politicalemphasiswas the desireof the CentralStateto affectthe politicalorientationof the sector to
meet it's policyalms. To obtainthe organisationalchange necessaryto meet this policyaim, colleges
neededto be removedfrom the effectivepoliticalcontrolof local governmentand the professional
teaching unions as critiquedby the labour Secretaryof Statefor Education,Shirley WilliamsIn the
1970's(Ball, 1990, p105).This changewas createdby the developmentof four policyactions:
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0

the removalof collegesfrom direct local government(LEA) to directcentralgovernment
control between 1992 and 2001,

"

the removalof the safety net of the LEA,makingcollegesfinanciallyindependentand
morecriticallyexposedto the consequenceof financialbusinessrisks, includingbusiness
failure,

"

creation of financial instability of the sector by increasing student volumes by 35% and
decreasing the average cost per student by 25% reduction of unit costs over a period of
six years. This budget resource turbulence included the removal of national pay

bargainingmediatedby the CentralState,resultingin significantstaff re-structuring,
collegemergersand, at times, unregulatedcompetitionin an effort at the institutionlevel
to 'balancethe books',and
the developmentof market responsivenessthat embracesincreasedcustomerchoiceand
serviceconsumptionsatisfaction,awarenessof the importanceof organisationalmission
and role, togetherwith competitivebiddingfor increasinglysignificantproportionsof
collegeincome.

After ten years of centralstate management,hasthe state improvedcompetitivenessand
responsivenessof the FE sectorvis-ä-visits policyaims?

The FE sector has been transformedvis-ä-visthe start pointof 1992. Thereare:
.

10%fewer Individualcolleges,

.

teaching35% more students,

.

at 25% less fundingper capita than in 1992.

"

The collegesare inspectedon a regular basis,

"

havetheir educationalperformancepublishedin leaguetables,

"

are madeto appointtheir seniorstaff from nationaladvertisements,

"

controlledby detailedInstructionby a centralgovernmentbureaucracy(the FEFC,now
LSC) and
are auditedon a regularbasis.
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The thesis identified that the 420 corporations which composed the FE college sector in August 2000
were actually clustered in three distinct sub-populations, namely:

0

284 generaland tertiarycolleges,

"

103 sixth form colleges,and

"

33 subjectspecialistcolleges.

The differentclientgroups'foci imply differentculturesand operationalclimates.Howeverall 420
collegesshare a similargovernanceframeworkof controloperatedby the Further EducationFunding
Councilfor Englandin the period 1993-2001.

The thesis demonstrated that at the sub-sector level, sixth form colleges have consistently superior
market orientation than their general FE college peers. Interestingly, specialist colleges that are
product homogenous do not display higher or lower levels of market orientation than their general FE
peers, implying that it is not product specialisation, but client type specialisation that generates higher
levels of market orientation. For the new Learning & Skills Council (which replaced the FEFC in 2001),
this Is an interesting finding, as the current policy (in 2001/02) is for 50% of general FE colleges to
generate a subject specialism in a vocational area by the year 2004. The findings of this thesis would
suggest that this development of a vocational specialism as opposed to client group specialism may
not generate superior market orientation and hence improved business performance per se amongst
general FE colleges.

The rationalisationof collegesinto large businessunits does not create superiorbusinessperformance
in terms of curriculumresults or Inspectiongrades.Indeed,largercollegesare demonstratedby this
thesis to have a poorermarket(i.e. client) orientationthan their smaller FE collegepeers.This Is an
interestingfinding as the Impliedmodusoperandiof the FEFCas proposedin their 2000 report,
,Mergers In the FurtherEducationSector',was that collegemergersofferedimprovedbusiness
performancedue to the rationalisationof resources.As exploredas part of the Data Envelopment
Analysiswork (figures7.5 and 7.6), small colleges(circa£5m income in 1998prices) havesuperior
DEA scores to medium(circa£10millionincome)and large (circa£20m Income)colleges.In turn, very
large colleges(incomeIn excess of £29m In 1998 prices) havesignificantlylower DEA performance
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scores than their smaller peers. From the case studies, the principal of the very large college (college
C) compared her role to that of being the chief education officer of the local education officer, rather
than the academic and business leader of an educational institution. In contrast college B's principal
(medium sized) cited his ability to be able to still intervene at micro level as necessary to free up
cultural blocks, something he believed his large college peers were unable to do.

The developmentof performanceoutput measuresto definecollegeeffectivenessrequires
considerabledevelopment.The DEA measuresare theoreticallyweak, in that the availableoutput
measuresthat describethe outputsof FE collegesare very limited,failingto reflectthe different
aspectsof the college'soutputs.As alreadyconsidered,the subtlecomplexitiesof the learnerare not
describedadequatelyby the deprivationfactor used by the FEFCand the outputmeasures,namely
learningcompletionrates etc, do not adequatelymeasurethe distancetravelled by a learner.Sixth
form collegeshave highcompletionand examinationsuccessrates in generalthan their generalFE
collegepeers, principallyas the academicgrade profileof the averagesixth form studentis
significantlysuperiorto that of a generalFE college,(Kennedy1997).Traditionaloutput measuresare
gearedtowards academicqualifications,whereasadult learningcan be judged to be a successif the
learnerleavesa programmeearly and obtainsa job due to the trainingimpliedIn the learningactivity.
In summary,comparingthe outputsof a sixth form collegeand a generalFE collegeis potentially
flawed.To makeDEA work, the Inputsand outputsof the FE servicewouldneed to be more
adequatelydescribedand then measured.Such DEA informationshouldincludeclient (i.e. learner)
deprivationfactors, non-learningoutcomes,(e.g. jobs obtained)and prioreducationachievement(on
entry to a study programme)vis-ä-visthe educationallevel on exit by the learner,effectivelythe
'educationaldistancetravelled'.

In summary,the centralstate has destabilisedthe powerbase of the local politicalstructuresand
collegestaff unionsto dictatepolicy, but there is a questionabout how effectivethe further education
sector is managedat a local level to meet the imperativesof the central state.As commentedby
Neave(1998, p11-12),the EvaluationStateexercisescontrolwhilst leavingthe operatingdetail to the
periphery.The Learning& Skills Councilwas createdIn 2001 and is effectivelyan extensionof the
Departmentfor Education& Skills.The nationalLSC has a massivebudgetand span of responsibility,
funding,with resourcesIn excessof £6 billionIn 2002/03.
controllingall post age 16, sub-degreestate
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The LSC operatesat shire and city level via 45 local offices.These local LSC officeshavea staff of
circa 100 civil servants who 'micro mange' providers, the new euphemism for FE colleges, state school
sixth forms and private sector training providers. The LSC arm of the central state with its microinterventionist local branch structure goes far beyond this political model of control established by the
conservative governments of the 1980's. This policy development of micro-intervention control in terms
of its effectiveness and the effective acceptance of political responsibility for local actions orchestrated
by a national agency represents an area for future research.

9.2.2 Institutional organisational issues and conclusions
The thesis hasexploredthe causal modelof businessperformancein terms of entrepreneurial
leadershipand marketorientation.As set out in table 7.5, threefactors are importantat the institution
level in terms of promotingenhancedperformance,namely:
1. Entrepreneurialleadershipin terms of providinggoal clarityand the settingof measurable
outcomes,specifically:
"

Managementquicklyidentifyingopportunities,

"

Managementbeingable to interpretissuesquickly and take decisions,

"

Systemsinsidethe collegeallow opportunitiesto be identified,and

"

Collegegoals are understoodand tracked.

2. Market orientationin terms of disseminationmarketknowledge/intelligence
within the
college,specifically:
"

Regularcontact betweenteamswithin the college,includingformal and informal
sharingof informationand knowledgeabout students,customersand the operating
environment,

"

Deliveryteamsengagein marketIntelligencegatheringand informationsharing,and

"

Specialistmarketingteams regularlyshare Informationwith deliveryteams.

3. Marketorientationresponsivenessto the needsof customers,specially:
"

Swiftresponsesto the actionsof competitorsor other providersactions,

"

Readinessto adapt the productto meet the needsof the customer,

"

Responsivenessto criticismsby customersand act in a positivemannerto resolve
such Issues,and
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"

Plans driven by customer needs, rather than the desires and aspirations of the
college.

The generationof market intelligenceis an issue for specialistcollegesand sixth form colleges,but is
not a critical aspectof marketorientationfor generalFE colleges.

General FE and specialist colleges have identified the importance of promoting inclusive internal
approaches to the market orientation as being important. This managerial dimension includes
responsiveness to direct competitive threats, co-ordination actions to meet new demands and
initiatives, ability to implement marketing plans and critically, the importance of teachers perceiving
themselves as part of the marketing role of the college. Interestingly this managerial dimension,
inclusive Internal approach is not important per se for sixth form colleges. Many sixth form colleges
have roots in the grammar school education system of the 1950s and 1960s and sixth form colleges
have a strong brand image in the minds of 16-19 years olds for academic study. In contrast, general
FE colleges have confused identities In the minds of many consumers.

The issue of the roles of the funding agenciesvis-ä-visthe businessof educationin the FE college
was identifiedby the surveyrespondentsand case studiesas being a key issueto be addressed.The
obsessionwith short-termgoals and solvencywas highlightedas a key distractionby all three case
study principals.This obsessionwith short-termgoals can inhibitcontrolledrisk taking, with mangers
pursinglow risks policiesto avoid the fear of failure.All threecase study principalscited cultural
inhibitionsto experimentfor fear of failure as a debilitatingbreakon innovationand developments
insidetheir colleges.The solutionwas cited as being ableto createthe 'safeoperatingzone' insidethe
college,bufferedfrom 'retribution'as a way forward for traditionallycautiousdeliveryteams.As
surmised by Hambrick(1995),the typical cautionaryphilosophyof the top team is a brake on
innovationand principalshaveto activelymanagethe conservatismof actionsof their top team.

The key conclusionsfor collegesas proposedby this thesis are:
Avoid beingtoo big a college.The biggerthe college,the less influentialthe leader is and
the morebureaucraticthe systemsbecomeand typicallythe poorerthe financialand
educationperformanceof the college,
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"

Very largecollegeshave poorerefficiencyand effectivenessthan their smallerpeers

"

Goal clarityand swift speedof interpretingand makingdecisionsenhanceleadership
issueswithin the college,

"

The generation of market intelligence is important for specialist and sixth form colleges,
but not necessarily so important for general FE colleges,

"

The internaldisseminationand in turn, the responsivenessto that market knowledgeis
importantfor the effectivedevelopmentof marketorientation,

"

Marketingis a wholecollegeaffair in the more successfulcolleges.Teachingteams
perceivethat they havea role in the marketingof the collegeand the sharingof
informationabouttheir clientsneeds,

"

The inherent conservatism of top teams stifles innovation inside colleges and encourages
other managers to act cautiously, although long lived senior teams are not less
entrepreneurial than their shorter lived peers and

"

Marketorientationof the collegeis not a functionof cost differentials,clientdeprivationor
locationin an urban or ruralarea. This impliesthat responsivenessis a function of the staff
employedby the college,not the non-peoplebasedfactors that the collegeinherits.

9.2.3 Principal level Issues and conclusions
The entrepreneurshipliteraturein chapter2 exploredthe definitionof entrepreneurshipand in
particulartrait theory.The thesis hasdemonstratedthat the entrepreneurialleadershipscoreson the
EnglishFE sectorare independentof age, gender and educationalbackground,supportingthe
contentionof Cassonand Druckerthat manyleadershiptraits are innateto an individual,ratherthan
age, social class, or gender. An unexpectedfindingwas that of long lived principalsbeingmore
entrepreneurialthan their more recentlyappointedpeers (figure8.2). This could imply that
entrepreneurialleadershipis as much about 'knowingyour patch'as describedby case study A as it is
familiarityof the politicalenvironmentas advocatedby the principalin case
about innatequalities.With
study B, comesthe confidenceto take risks as you know how politicallyyour boardof governorswill
respondto 'failure'. New principalsmay be very unfamiliarwith the politicalwill of their boardof
governorsand hence exhibitthe lowestlevelsof entrepreneurialleadershipas suggestedby the
results set out in figure 8.2.

In turn, once that rapportdevelopsand mutualtrust is created,the
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principal is more comfortable with risk taking and hence provides an environment for their managers to
experiment within. From a skill development aspect, this raises issues about the effectiveness of
'leadership development programmes' in the sector. With only 420 colleges, in contrast to 20,000+
secondary, junior and primary schools, the ability to develop a universal skill development programme
for principals has to be open to challenge. This aspect of skill development of leaders of FE colleges is
an area of future research.

The issueswhich principalsmaywish to considerwhen leadingtheir collegewith the aim of improving
business performanceare as follows:
"

Personalleadershipstyle is important,but strong charismaticleadershipis not required
per se, to be a successfulcollegeleader,

"

Using performanceIndicatorsto motivateothers is not an effectivestyle per se. Tracking
goals and progressto targets is importantbut Pis in themselvesare not,

"

Managers,especiallyseniorstaff, are motivatedby many issuesnot to do with personal
financialreward.As commentedby one questionnaireresponder,'any managerwho is
motivatedby moneyleft yearsago',

"

Goal clarity is very important, especially in complex and fast changing operating
environments,

"

Havingstrong but flexiblesystemsthat allows new ideas to be promotedare important,as
is the delegatedauthorityto implementnew ideas, within reason,

"

It is Importantto view the consumerof the serviceas a customerthat is becoming
increasinglysophisticatedand discerningover their needs.A failureof deliveryteamsto
acknowledgeand respondto the rise in customer(learner)sovereigntywill create
businessproblemsfor that team in the mediumterm, and

"

Culturalchange In the sector is a functionof the maturityof the organisationas proposed
by Schein(1992, p304) in figure 4.1. The colleges In the FE sector in generalare at
differentstates of developmentand this will inevitablyapply within an individualcollegeas
proposedin case study C. Thereforedifferenttechniquesmaywell be neededfor different
parts of the samecollege.
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One of the original group of antecedents to the performance model proposed in figure 5.1 was the
external environment moderator. In this study, no reliable scales were developed to codify and
measure this dimension of entrepreneurial leadership. The case study work indicates that 'risk' is an
issue and the failure to develop a scale could well be more to do with 'asking the wrong questions'
than 'not being able to measure' the dimension. In conclusion, the development of robust and
measurable risk dimensions of entrepreneurship is a future area for research.

9.2.4 The thesis' contribution to knowledge
The thesis is concernedwith businessperformanceand the driversof differentialinstitutional
performance.This concernneedsto be put into the politicalcontextthat hasdriven the above
changes.The politicalrationalefor the effectiveprivatisationof the FE sector in 1992was the political
right's desireto see the hithertostagnantand unresponsiveLEAorganisedcollegesrespondto the
rigours of the market place, (Kedneyand Jeans, 1993, p345).Againstthis politicalrationalefor college
incorporation,the thesis hasexploredthe impactof two tenets of faith of the politicalright on the
performanceof former publicsector agencies,namelythat 'independence'will:
"

Improvethe dient (i.e. market)orientationof publicsector institutionsby makingtheir
statefunding responsiveto marketsignals,in commonwith USA experiences(Hebert
and Callender,1997, p23),and

"

removalof the 'dead hand' of planningby local government(LEA) and changethe
businessphilosophyfrom administrationto managerialism(Major, 1989),providing
publicsectormanagerswith the scope to be innovativeand entrepreneurial.

To explorethe impactof these two dimensionson businessperformance,marketorientationand
entrepreneurialleadership,a quantitativeapproachhas been used.The exploratoryresearchquestion
is constructedon the premisethat collegeswith higherlevels of marketorientationand entrepreneurial
leadershipwill in turn havesuperiorbusinessperformance.This performancerelationshipis set out In
figures 4.1 and 4.2. There is someevidencethat publicsectorfirms are becomingclient focused
(Graham, 1995),but there is no empiricalevidenceto date of this occurringin the EnglishFE sector.
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The market orientation construct has become well established in the last ten years. However there are
numerous critics of the construct in the philosophical differences between marketing theorists and
culture theorists. These differences are summarised in table 8.1. The implications arising from these
paradoxical stances on market orientated culture for the thesis are as follows:

1. Coherent advances in market orientation applications should include a broad understanding of

the organisationalculturetheory,(Deshpandeand Webster,1989, p15).
2. Adapt collaborativeapproachesbetweenmarket and cultural research,and
3. Use an inductiveapproachto developconceptuallysound,yet empiricallygrounded
conceptualisationsof marketorientedculture(Harrisand Ogbonna,1999,p191).

Againstthis framework,the thesis hasadoptedthe followingmethodologicalapproach:
1. A literaturereviewof the qualitativedimensionsof entrepreneurshipis developedand
translatedfor the EnglishFE environment,(chapter2).
2. A literaturereviewof the predominantlyquantitativedimensionsof marketorientationis
developedwith an emphasison culturaldimensions,(chapter3).
3. A conceptualframeworkof the interactionsbetweenentrepreneurshipand marketorientation
Is developedin chapter4. The role of cultureand climateis exploredand the caveatsof
generalisingfindingsare acknowledgedin chapter5, which also then developsthe
conceptualisedmodelto be tested.
4. A quantitativeresearchapproachIs adoptedas the thesis Is exploringthe politicalrationale
that freeing' the FE sectorand exposingIt to marketfocus results In improvedbusiness
performance.The thesis Is exploringbroadaggregatesat the 'Industry'by constituentfirms.
The thesis is not lookingat operationalissues at firm level that can then be aggregated
upwardsto the sectorallevel.The researchinstrumentIs constructedin chapter6 from the
propositionsdevelopedIn chapterS. The resultsof the survey are evaluatedin chapter7.
5. The quantitativefindingsare critiquedin chapter8. The raised issuesare then reviewedat a
firm level by the use of qualitativecase study to cross-verifythat the generalisedconclusions
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at the sectoral level from the quantitative work are essentially valid at the individual firm level.
Chapter 8 explores the qualitative methodology and evaluates the case study results.
This thesis concludes that colleges at the generic FE 'industry' (sector) level do not have homogenous
business performance. The performance is different for each of the three sub-populations, as are the
main drivers of that performance. In summary, there is a positive relationship between
entrepreneurship and market orientation and, in turn, business performance for all three sub-groups.
Type and size of college, financial instability and client social factors moderate this relationship to
varying degrees.

The thesis has not measureddifferentculturalapproachesbetweenindividualcolleges,nor has it
sought to prescribea solutionfor poorerperformingcolleges.The three case studieshavehighlighted
the generalacceptanceof the quantitativefindingsof this study by collegeprincipals,togetherwith a
consensusthat firm culturesat the local level are significantdeterminantsof businessperformancefactors that are not directlyaddressedby the researchinstrument.The study concludesthat the senior
staff led processesof market orientationand a 'can-do'entrepreneurialleadershipapproachalonewill
not be enoughfor a collegeto maximiseits full potential.The collegewill needto addressthe culture
adopted by its personnel,togetherwith the operationalclimatethat is deployed.Althoughthe personal
risk constructswere quantitativelyunprovenfrom a statisticalperspective,10%of the sample (i.e. 6%
of the entire sector)cited personalrisk as a breakon innovation.

The principalcontributionthat this thesismakesto the developmentof entrepreneurshipand market
orientationtheory is its focus on a significantpart of the UK publicsector,namelyEnglishFurther
Education.Employingsome250,000people,spending£4 billionper annum and educating3.75 million
students, the scaleof the sectormakes it importantfrom a social policyperspective.Previouswork
has tended to focus on the privatesectorapplicationof marketorientation,adopteda narrow
perspectiveof organisationalcultureand marginalisedthe role of publicsector entrepreneurship.This
study has adopteda multi-disciplinaryapproachusing a statisticallyimportantsample data set of
colleges at the sectorlevel, and then triangulatesthe results at the firm level by qualitativeelite subject
interviewsof case study colleges.
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The study has clarified the transferability of the market orientation construct to the UK public sector,
examined the nature of entrepreneurial leadership in determining the culture of the firm and used three
methods of data collection: survey, document review and case study. Previous studies have tended to
be confined to the private sector or, when applied to public sector, been limited in the range of data
collection techniques. The following section offers a review and critique of the research methodology
employed in this study.

9.3

Research

process

and

methodology:

Reflections

and critique

The thesis studywas conductedin the period 1998- 2001. Duringthis time the FEFChasbeen
abolishedand replacedby a larger,more inclusiveand powerfulagency,the centrallyorganised
Learningand Skills Council.The operationalemphasishas changedfrom unitcost reductionto raising
standardswith cost control.Duringthe periodof study, 20 colleges(5%) disappearedas independent
corporations(by way of merger),four high profilescandalsoccurredand the businessfailureof the
largest FE collegein Europeis resultingin its break-upintofour separatecolleges.The area of study
is dynamicand presentednumerouschallengesat each stageof the thesis.The sectorcontinuesto
changeand evolve,as does the bodyof academicknowledgecoveringmarketorientationand
entrepreneurshiptheory.

9.3.1 Research methodology issues
The researchmethodologyemployedwas a significantfull-scalequantitativesurveywith a small-scale
qualitativefollow up. As proposedearlier,the thesishas soughtto evaluatethe contentionthat
incorporationof FE collegesimprovedtheir entrepreneurialinnovationand market orientation,thereby
increasingbusinessperformance.Market orientationstudiesat the industrylevel lend themselvesto
quantitativeanalysistechniques.As critiquedearlier by Knightet all(1994)and Harrisand Ogbonna
(1999),culturetheory cannotbe effectivelyinvestigatedby 'broad brush' quantitativetechniques.This
study has soughtto addressthis issueby reviewingthe qualitativeliteratureof entrepreneurial
leadershipand derivea quantitativemeasurementframework.In itself, this approachis new in the UK
public sectorand hencesubjectto critique. However,the thesisis seekingto measureif the proposed
contentionsare positivelyrelatedto businessperformance,not if the collegeshave the appropriate

274

culture per se for market orientationand entrepreneurialleadership.The strengthsof this approachare
summarised as follows:

"

use of qualitativeliteraturestudiesto deriveentrepreneurialleadershipdimensions,
combinedwith panelreviewof the researchinstrumentto ensure contentand
constructvalidity,

"

generalisability of findings achieved by statistical sampling procedures. This allowing
confidence in the representativeness of the sample and hence, the ability to make
broader inferences (Silverman, 2000, p102),

9

the use of externallyproducedperformancedata and its correlationwith proposed
performancedrivers,

"

isolationand identificationof causaland dependentvariables,

"

use of data envelopmentanalysisto analysenon-fiscalperformancemeasures.This
analysiswas then regressedusing polynomialalgebraictechniques,

.

the use of structuredlinearequations(LISREL)to move beyondthe epistemologically
weakordinaryleast squares(OLS) multipleregressiontechnique,and

0

the use of three qualitativecase studies,to cross checkoutcomes'in situ', ie to
revalidatecontentvalidity.

There are four key weaknessesof this methodologicalapproach,namely:
1. The adjusted r2in the causal modelis low, in commonwith other marketorientationstudies.
This Impliesthat the explanationaspect of the modelproposedin figure 5.1 is low, with other
unknownvariablescontributingsignificantlyto the causalmodel.In summary,the reliabilityof
the causal modelis low In absoluteterms, but high relativeto other marketorientationstudies.
2. The quantitativeapproachoversimplifiesthe cultural aspectsat firm (i.e. college)level.The
low r3impliesthat firm level factors,i.e. culture,Is important,as are extrafirm factors, i.e. firm
size, locationetc, which alreadyhavebeen moderatedfor in the LISRELmodel.
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3. The use of the measure of client deprivation availability to the study over simplifies the
complexity of consumer (student) background. As financial business performance is as much
a function of student ability and hence their academic achievements as it is of managerial /
teacher competence, this issue needs to be addressed. However, the study has not been able
to address client diversity as there is only one reliable measure for analysis, namely the FEFC
deprivation weighting, which is publicly available. However the measure is only grouped into
four broad categories. This measure is acknowledged by educational theorists as being both
too simplistic to accurately calibrate the 'complexity' of a key input to colleges, namely the
student population (Kennedy, 1997).

4. The cause and effectcannotnecessarilybe demonstrated.The study is basedon selfreporteddata and is cross sectionalin natureat one point in time.This is the first study of the
constructsin FE and was conductedin summer2000. The performancedata relatesto the
period 1997-1999.Thereforethe study has attemptedto measurethe existingunderlying
culturaland climatedimensionsthat havebeen in use during the period to summer2000.
These shortcomingscan only be addressedby the use of a moredetailed investigationof firm level
issues using qualitativetechniquescoupledwith longitudinalstudies.In addition,studentissueswill
need to be consideredas the currentmeasuresare inadequateto evaluatethis complexinputto the
performanceof colleges.Finally,a longitudinalstudy would be necessaryto ensurethat the resultsof
this study are consistentover time.

9.3.2 Research study process Issues
The responserate of 59.5%,250 collegesout of a populationof 420, is very good. The responding
sample Is judged to be representativeof the underlyingpopulation,as per table 7.1. The response
rates are comparablewith the privatesectorsurvey responserates obtainedby Narverand Slater
(1990)of 81% and Deng and Dart(1994) of 49.6%.The responserate exceedsthe UK charity sector
responserate of 29% achievedby Balabaniset al (1997).The 60% to 40% split betweenthe
respectivewaves of responsesIs In linewith the predictionmade by Cohen et al (2000, p263). Due to
the long lead-timein generatingthe requestsfor Information,a secondfollow up letter was not
produced,as this would havebeen too close to the Christmasperiod and would have breachedthe
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promise of providing feedback in late January 2001. In addition, the second request generated ten
letters (2.4% of the total population in addition to the 59.5% of useable responses) from Principals who
declined to participate. The survey generated a high response rate and a low no-answer rate of 0.74%
for the following reasons.

1. Goodquestionnairepresentationto named individualson qualitypaper,in whiteC3 envelopes
with postagepaid (freepost)returnenvelopes.
2.

Questionnaires were sent from the University Centre for Innovation under the name of the
Centre's Director. The personalised letter was topical and appealed to the altruism of the
individual. Follow up letters, especially for sixth form college (SFC) principals, picked up
emerging topical Issues of Ofsted area wide inspections (the first three reports were published
during the summer of 2000) and acknowledged that the questionnaire's language may be less
familiar to SFC Principals.

3. The questionnairewas 'long' in the sensethat it asked a lot of questions,but it was relatively
quick to complete.Sophisticatedrespondersexpectthe subjectmatterto be dealt with in a
thorough mannerand not by short 'trivial'questionnaires.
4. Guaranteeof confidentialityand confirmationthat the Universitycould identifythe individuals,
but that the institute'sdirectorwould not breach this confidentiality.Only summatedresults
would be publishedthat could not identifyindividualsor their colleges.
5. The offer of aggregatedfeedbackof averagedresultsto the respondersin January2001.
The coveringletter made it clear that the work was beingundertakenby a postgraduatedoctoral
researcheron behalf of the instituteas part of a DBA thesis.Principalsthat made telephoneor written
enquiries,were referredto the researcherby the director'spersonalassistant.Four such referrals
were made and all four Principalssubsequentlyparticipatedin the survey.No incentiveswere used as
it was judgedduring the pilot phasethat their use would be perceivednegativelyby the subjects.

The 'other comments'box containedfew criticismof the questionnaire,other than sixth form college
(SFC) principalscommentingthat they found the use of 'privatesector'languageto describetheir work
an anachronismwith the philosophythat underpinstheir work. One SFC principaleven commented
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that the instrument was contextually a 'dire questionnaire', but none the less completed the survey.
Two SFC principals commented that students are not customers and that other colleges are not
competitors but alternative providers. However they acknowledged that they were still able to answer
the questionnaire objectively. These comments suggest that the responders are sufficiently
experienced and sophisticated to overcome interpretation problems. Therefore the probability of
misstated answers due to comprehension problems is low.

The pre-questionnairepilot phasewas a limitedtwo-collegetest and involvedotherseniormanagers
to cross checkthe questionnairefor contentand constructvalidity. Thisapproachwas necessaryas
the whole populationof collegesis small (420)and a morequalitativereviewof the questionnairewas
judged to be more effectivethan the quantitativepilotingof say 30 colleges.A small-scalepilot survey
would have caused samplingproblemsas the pilot samplewouldthen haveto be excludedfrom the
mainstreamsurveydue to the unwillingnessof the responderto participatein the second,mainsurvey.
This wouldcompromisethe final samplesize. In conclusion,the survey processwas effectiveand
producedgood data for quantitativeanalysis.

The cases selectedfor study were chosento reflectthe parametersidentifiedby the quantitative
analysis, in line with the typologytechniqueproposedby Stake(1994, p243).The quantitative
conclusionsindicatethat there are differentialperformancesbasedon institutionaltype and relative
college size. Thereforecollegecaseswere selectedas follows:
"

LargegeneralFE College
Mediumsizedgeneral FE College

"

Sixthform college

A specialistinstitutionwas not selectedfor reviewas the dominantcollegetype is agriculturaland the
Foot and Mouth Disease(FMD) epidemicof early 2001 hit thesecolleges.The qualitativetechnique
employedwas semi-structuredinterviews.The exploratoryinterviewswere heuristic,seekingto
develop the researcher'sunderstandingof the relevancyof the quantitativefindingsdevelopedat
sectoral level to the collegeat the individualfirm level. In summary,the selectiontechniqueis valid for
ex-post follow up of the quantitativeresults.
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The selection of elite interviewing as the qualitative technique is subject to critique on the basis of
triangulation of data. In this study, triangulation was achieved using the FEFC Inspection report and
the earlier quantitative research instrument. The case studies demonstrated that the generalisation of
individual cases into a quantitative questionnaire will 'lost' the richness of individual data, however the
case studies did confirm that the key thrusts of entrepreneurial and market orientation culture have
been explored in the questionnaire. The richness lost in creating generalised questions is best
illustrated by the relatively low r2LISREL variable, which implies that performance is a function of other
variables or variables that have been reviewed as part of the thesis but not explored in enough detail.
This low r2 factor from the quantitative data analysis is not untypical of social science studies.

9.4 Future research opportunities
This researchstudy hasfocusedon the collegesthat makeup the EnglishFE sector.There are a
numberof avenuesfor furtherresearchopportunitiesas follows:
1.

qualitativestudy of the sectorto identifythe natureof cultureand climaterequiredto
improvebusinessperformance,specificallythe policiesand strategiesthat havethe
greatestoperationalimpact,

2.

longitudinalquantitativeextensionstudy to measurethe causeand effect aspectsof
marketorientationand entrepreneurialleadershipon FE collegebusinessperformance,
over say a two to three year period,

3.

extensionof the study withinthe educationpublicsectorto embracehighereducationand
compulsoryschooling(i.e. pre-16).

4.

transferof the study to other parts of the publicsector,e.g. NHStrusts, councilservices,

5.

targeteddevelopmentof the quantitativescalesrelatingto entrepreneurshipby a more
detailed,qualitativegroundedtheory approach,
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6.

exploration of the risk inhibitor constructs to determine whether the propositions developed
in section 6.3.2 are either incomplete or if the constructs are not valid. This will typically
require a qualitative grounded theory development approach, and

7.

explorationof gender studywith the increasingfeminisationof EnglishFE college
leadership.

8.

Developmentof inputand output performancemeasuresto alloweffectivedata
envelopment analysis (DEA) to occur.

The data sets developedfrom this study will providea usefulreferenceset for comparativepurposes.

9.5 Concluding remarks and final observations
This thesis is the researchproductof the Doctoralin BusinessAdministrationresearchdegree,rather
than the hithertomorecommonDoctorof Philosophyresearchdegree. This 'practitionersdoctoral'is
more applied in naturethan its traditionalpeerand hence is a pertinentresearchfocus for both the
researcherand the subjectmatter.The challengefor businessleaders,(Principals,Governorsand
senior staff) is improvingbusinessperformance,developingthe college'sorientationand securing
fiscal stability.The removalof the traditionalsafety net of the Local EducationAuthorityhas compelled
college leadersto reviewtheir roles.

This study has exploredthe impactof two importantmanagerialsciencethemes,market orientation
and entrepreneurshipon business performance.The thesis clearlyaddressesthesetwo constructs,
providing importantknowledgeand data sets to the academicunderstandingIn thesefields of study.
The introductionidentifieda shortfallIn researchin this strategicallyimportantpublicservicearea, and
this study has providednew knowledgeand understandingabout the sector.The magnitudeof the
data set, 60% of the total population,speaksvolumes.The study is certainlynot exhaustive,providing
further questionsand themesthat need pursuing.Some of these areas have been set out in the
previous section.

A final pointconcernsthe first citationin the introductionby a ConservativeSecretaryof Statefor
Education,KennethBaker(1989). He describedthe sector as the Cinderellaservice,having low
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profile, low comprehension and low political standing in the eyes of the public and policy makers.
Incorporation in 1992 has certainly raised the profile, but not necessarily for the right reasons.
Spectacular financial scandals at Cricklade, Halton and Bilston Colleges, together with the business
failure of the largest FE college, Sheffield in 2000, in the home constituency of the first Labour
Secretary of State for Education for 18 years, David Blunkett, has done the sector few favours. Based
on such 'public information', casual observers could be forgiven for thinking that the sector was led by
ineffective managers and governed by weak governors. This would be unfair.

The responserate to the thesis'questionnaireand the volunteeringof time by reviewpanelsand the
college case study demonstratesa commitmentby Principalsto competent,imaginative,efficientand
effective management.Most Principalshaveenteredthe sectorvia variousroutes, not seekinga
career per se in FE management.The fiscal rewardsare good, but not spectacular,whereasthe risk
of being fired' is on parwith high-riskprivatesectorfirms.The FE sectoris economicallyimportant
and the positiveapproachof collegeleadersto this study offers enormouspotentialfor future
research,especiallyresearchthat hasan applieddimensionthat will improvethe effectivenessof
collegeleadership.This challengeis relevantto both academicresearchersand the new funding
agency, the Learningand Skills Councilfor England.
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Final thought
"Water shapesits course accordingto the natureof the ground over which it
flows; the soldierworks out his victory in relationto the foe whom he is facing.

Thus we may know that there are five essentialsfor victory:
1. He will win who knowswhen to fight and when not to fight.
2. He will win who knows how to handle both superior and inferiorforces.
3. He will win whose army is animated by the same spirit throughoutall its
ranks.
4. He will win who, preparedhimself,waits to take the enemy unprepared.
5. He will win who has military capacityand is not interferedwith by the
sovereign.

If you knowthe enemy and know yourself,you need not fear the resultof a
hundredbattles. If you know yourselfbut not the enemy,for every victory
gained you will also suffer a defeat. If you know neither the enemy nor
yourself,you will succumbin every battle."

SunTzu (circa400 BC)on the Art of War

Translated by Y Shibing and edited by Han-Chang(1990)
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College Principals: FENIth

Appendix 1: Quanitative Questionnaire
and Covering Letters

lix. mbjf@nottinghmn. ac.uk
26`hJuly 2000

Common initial covering letter
to all 420 surveyed principals
26 July 2000

<Principal>
<CollegeName>
<Line 1>
<Line 2>
<Line 3>
<PostCode>
Dear <Title/Surname>
Survey of Principals of Further Education and Sixth Form Colleges
Attitudes and opinions on Leadership, Market Orientation and Risk
I am writing to requestyour help in collecting information on theviews of CollegePrincipalsto theoperating
environmentfaced by English FE and Sixth Form Colleges. As you are morethan aware,FE and Sixth Form
the delivery of curriculum 2000and the Connexions
Collegesare key playersunder the new LSC arrangements,
important
in
delivery
Despite
the
these
roles
of
government
policy, relatively little is known aboutthe
strategy.
Colleges
FEFC
leadership
the
and
management
of
outside
sector.
role of
A postgraduatedoctoral researcherunder my supervision is conducting this research. We are collecting
information on the views and opinions of Principals on the role of entrepreneurship,market orientation and
government regulation in the determinationof leadershipstyles and actions. This is a national survey, the
for Enterprise and Innovation. Only aggregatedinformation will be
confidential to the University's Institute
publishedwhich ensuresthat no individual or college canbe identified.
The questionnaireshould take approximately 15-20 minutesto complete. In the era of benchmarkingin public
services,we offer a feedbackservicefor thosecompletingthe questionnaire.As thereareno correctanswers,the
feedback will provide a confidential referencepoint of your peers' perspectivesvis-ä-vis your own. If you
provide us with your email address,we will sendyou a copy of thenational averagevaluesfor comparison.
Will you please send the completed questionnairesback to the above addressin the enclosedFREEPOST
envelope by 30 September 2000. We suggestyou retain a photocopy for referenceand comparison to the
feedbackdata that we will sendyou in January2001.
Finally, thank you for your time in helping us to collate the first national dataset of Principal's viewpoints in this
field. For further information on the research,pleasecontactthe aboveemail address.

Yourssincerely,
Kind Regards,

Professor Martin Binks
Director: Institutefor Enterpriseand Innovation

Enc.
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Principals English FE Colleges

First follow up letter to general and
specialist FE colleges on headed paper

3 November2000
lix. mbjf@nottingham.ac.uk
Friday 3 November2000

<Principal>
<College Name>
<Line 1>
<Line 2>
<Line 3>
<Post Code>
Dear <Title/Surname>

FE/Tertiary/Specialist College Principals Survey
I wrote to you in lateJuly aboutparticipatingin the abovesurvey.My recordsshowthat I do not appearto have
had a response?Sincewriting to you in the summer,much hashappened,making the timing of the surveyof
Principals more auspicious.No doubtyou will havereadwith interestthe appointmentof Sir William Stubbsof
the QCA to review the 16-19provision in Lambethpost the Ofstedareawide inspection.You will also have
noted the dominationof Local LSC ExecutiveDirector appointmentsby peoplewith a non FE sector
background?As you are morethan aware,FE collegesarekey players in the new LSC with the Government's
commitment to raising standards,curriculum 2000,wideningparticipation and the delivery of workforce skills.
Despite theseimportant roles in thedelivery of governmentpolicy, relatively little is known aboutthe role of
leadershipand managementof FE/Tertiarycollegesat a policy level within the DfEE or potentially in thenew
LSC.
This national researchsurvey is being conductedby a post graduatedoctoral researcherunder my supervision
and the responserateshavebeenvery high amongsttheFE Principals in particular.However,I would like to
include the views of <collegename. Thoserespondingto datehavebeenable to completethe questionnaire
withinl5-20 minutes.This survey is the first of its kind to be conductedby an agencyindependentof the WEE
or FEFC. Your views are absolutelyconfidentialto the University's Institutefor Enterprise and Innovation.Only
aggregatedinformation will be published,ensuringthat no individual or college canbe identified.
If you provide us with your email address,we will sendyou a copy of the nationalmeanresponsesfor
comparisonwith your own views.Pleasenote thereare no correct answers,thereforethe feedbackwill provide a
confidential referencepoint of your peers' perspectivesvis-ä-vis your own. Will you pleasesendthe completed
questionnaireback to the aboveaddressin the enclosedFREEPOSTenvelopeby Monday 27 November 2000?
We suggestyou retain a photocopyfor referenceand comparisonto the feedbackdatathat we will sendyou in
January2001 and crossreferencingto thePrincipalsINSET programmeinformation.

Finally,thankyoufor yourtimein helpingus to collatethefirst nationaldatasetof FE/tertiarycollege
principal'sviewpointsin this field of work.
Yours sincerely,
Kind Regards,

professorMartin Binks
Director:Institutefor Enterprise
andInnovation
Enc.
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PrincipalsEnglish SFCColleges

First follow up letter to sixth form
colleges on headed paper
3 November 2000

lix. mbjf@nottingham.ac.uk
Friday 3 November2000

<Principal>
<CollegeName>
<Line 1>
<Line 2>
<Line 3>
<Post Code>
Dear <Tide/Sumame>

Sixth Form College Principals Survey
I wrote to you in late July aboutparticipatingin the abovesurvey.My recordsshow that I do not appearto have
had a responsefrom your college?Sincewriting to you in the summer,much hashappened,making thetiming of
the survey of Principalsmoreauspicious.No doubt you will have readwith interestthe appointmentof Sir
William Stubbsof the QCA to review the 16-19provision in Lambethfollowing the Ofstedareawide inspection.
You will alsohave notedthe dominationof Local LSC ExecutiveDirector appointmentsby peoplewith a
training ratherthan a sixth form educationbackground?As you aremore than aware,sixth form collegesarekey
playersin thenew LSC with the Government'scommitmentto raising standards,curriculum 2000 and the
Connexionsstrategy.Despitetheseimportant roles in the delivery of governmentpolicy, relatively little is
known aboutthe role of leadershipand managementof sixth form collegesat a policy level within theDfEE or
potentially in thenew LSC. What evidencethereis, is to an extentdrawn from a limited knowledgebase.
This national researchsurvey is being conductedby a post graduatedoctoral researcherunder my supervision
and the responserateshavebeenvery high amongstthe FE collegesectorin generaland sixth form Principalsin
particular. However,I would like to include the views of <collegename>.I appreciatesomeof the languageused
to describeyour studentsand their parents/guardians
may not reflect the traditional languageof sixth form
colleges,but thoserespondingto datehavenone the lessbeenableto completethe questionnairewithinl5-20
minutes.This surveyis the first of its kind to be conductedby an agencyindependentof the DfEE or FEFC.
Your views are absolutelyconfidentialto the University'sInstitutefor Enterprise and Innovation. Only
aggregatedinformation will be published,ensuringthat no individual or college canbe identified.
for
If you provide us with your email address,we will sendyou a copy of the nationalmeanresponses
Please
there
feedback
are no correct answers,thereforethe
note
will provide a
comparisonwith your own views.
confidential referencepoint of your peers'perspectivesvis-ä-vis your own. May I ask you to complete
questionnaireand return it in theenclosedFREEPOSTenvelopby Monday 27 November 2000?We suggest
you retain a photocopyfor referenceand comparisonto the feedbackdata that we will sendyou in January2001.
This should be useful for comparisonto the Principal's Programmedatathat you haveor will receive.
Finally, thank you for your time in helpingus to collatethe first nationaldataset of sixth form college
principal's viewpoints in this field of work.
Yours sincerely,
Kind Regards,

professor Martin Rinks

Director.Institutefor EnterpriseandInnovation
BM.
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The University of Nottingham Business School

INSTITUTE for ENTERPRISE& INNOVATION

Survey of Principals of English Further Education Colleges

Attitudes and Opinions on Leadership, Market Orientation and Risk
This survey is confidentialto the Universityof NottinghamInstitutefor Enterprise& Innovation.
Aggregateddata that will not identifyany particularindividualor collegewill be publishedat a later
date.
This first section provides a 'thumb-nail' sketch of you the leader of the college.

Section A: Principal's

background

College'sName
oa

ob
Oc
Od
Oe
Of

What month and year did you become Principal of
your college?

[Pleasetick ALL that apply]

01

Y

Y

Y

Y

E.G. 08 1985

What was your last job title beforebeing appointed
Principalof your college?
How many seniormanagersare in your SeniorManagementTeam, including
yourself,but excludingthe Clerk to the Board of Governors?
How manyof your senior managersjoined the team in the last two years, excluding
yourselfif applicable?
Up to 30 Years Old
Whichage group are you in?
31-35Years old
[As at I September20001
36-40Years old
41-45 Years old
46-50 Yearsold
51-55 Yearsold
56+ Years old

Og What qualificationsdo you hold?

Oh

M

What was your backgroundpriorto becomingPrincipal
(of this college or anotherif this is your second or more
Principalship)?

HND [or equivalentNVQ4qual.]
First Degree
MA/MSc/MPhil
MEd
MBA
PhD or DBA
Cert. Ed. or PGCE
ICAEW/CIMA/CIPFAIACCA
etc.
Other ProfessionalQualificationNVQ4
Other ProfessionalQualificationNVQ5
FENTOPrincipals'Qualification

[Pleasetick ALL that apply]

CurriculumLeadership,Headof Departmentor
equivalent
Library & LearningResources
StudentServices
Quality/Inspection
Finance/Resources/MIS/Estates
Outsidethe FESector- if so please specifybelow
your job title

What Is your gender?

Female

Male
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Section B: Principal's

attitude

towardsLeadership
Issues

to YOURcollege.Pleasetickthe numberonthe scalethatcorresponds
bestto your
Pleaseanswerthe followingquestions
withreference
thenpleasetick 1or 2. If youagreewiththeright-hand
thentickeither4 or 5.
statement,
views.If youagreewiththe left-handstatement
Pleasenotethat1 and5 represent
strongagreement
withthe corresponding
statement,
with3 beingneutral.

Innovation
The valuesof the Collegeare derivedby
the SeniorStaff in consultationwith the

la

Governors
I regularly communicate the values of the

Collegeto managersand staffwithin the
College

lb

I perceive my role as providing business

leadershipratherthan academic
leadership
I am activein leadingand promotingthe
college'sgoals
I seek to createexcitementin my work of
meetingcollege goalsand develop
choicesfor msenior managers
I have a highlevel of empathywith my
senior staff and the ramificationsof my

1c
I.
If

10

decisions upon their own portfolios and

Ih

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

The valuesof the Collegeare derivedby a
plethoraof routesand typicallyreflectthe
history of the college
I leave the communication of values to the

managersof the collegeby the most
appropriatemeans

I perceive my role as providing academic

leadership,ratherthan businessleadership
I requireSMT ratherthan me, to leadthe
promotionof the college'sgoals
I expect seniormanagersto createtheir own
job satisfactionand choicesIn meetingthe
college'sgoalsand targets
I expect my senior staffto self manageand
understandthe ramificationson their

caseloads. I expect them to and keep me

caseloads
I seekto leadand developthe Collegein
innovativeleaps of development

1

2

3

4

5

appraisedof relevantissues
1seekto nurturethe Collegeand develop
the college in an incrementalmanner

staffto createsuperiorbusiness

1

2

3

4

5

themselvescreatesuperiorperformance

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

newbusinessallowsusto systematically 1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

I believe Performance Indicators stimulate

fl

1

I believe Performance indicators do not in

performance

Environment
I expectthe Collegeto be put in
inequitablesituationsby Government
22
agencies
I expect my Collegeto respondpositively
to Governmentagenciesdemands,
irrespectiveof how unfairthey are
2b
perceivedby my managementteams
New Govemmentinitiativesrepresent
opportunitiesfor us

2c
2d
20

I havejust enoughresourcesto respond
to most new ideasand initiatives
I expect winningstrategiesto comefrom
Senior Managersleadershipactionslacts
fission
Senior& MiddleManagersapproachto

32
3b
3c
3d

sr

39

Identifynew opportunitiesquickly
Senior& MiddleManagersare quickto
interpretinformationAND make
judgementson howto best respond
We have systemsand methodsof
working that systematicallyidentify new
opportunities
Collegegoals are understoodby
managersand they are systematically
implementedand tracked
Middle managersare able to prioritise
effectively,betweencompetingnew
opportunitieswithout undueintervention
of senior managers
We encouragecustomersto complain
about the college and we perceivethe
complaintsobjectively

I do not expectthe Collegeto be put in
inequitablesituationsby Government
agencies
I do not expect my Collegeto automatically
respondpositivelyto Governmentagency
inspireddemands,especiallyIf the staff
perceivethe initiativeto be unfairand/or
unworkable
NewGovernmentinitiativesrepresent
burdenson my Collegethat have to be
respondedto
I never have enoughresourcesto be able to
respondto most new Ideasand Initiatives
I expect winningstrategiesto come from my
own leadershipactions/acts
Senior& MiddleManagersapproachto new
work does NOTallow us to quickly identify
new opportunitieson a systematicbasis
Senior& MiddleManagersare slow to
InterpretinformationAND make judgements
on how to best respond
Our systemsare eithertoo formalor too adhoc to systematicallyidentifynew
opportunities
Collegegoalsare not clearlyarticulatedto
managersIn quantitativeor qualitativeforms
and are not trackedby their line man
Seniormanagershave to regularlyprioritise
competingopportunitieson behalfof middle
managers
Customercomplaintsare typicallyperceived
as a'problem' by the staffand are dealt with
so as to complywith Charterrequirements
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Section C: Principal's
MarketOrientation

perception

of theCollege'sattitudetowards

Please answerthe followingquestionswith referenceto YOURcollege.Pleasecircle the numberon
the scalethat correspondsbest to your circumstances.

Generating
customerinformationfor thecollege
Definition:

Customersare definedas learners,their sponsors(employers/parents)
andwhere relevant,marketIntermediaries
(CareersService,TEC, EmployerOrganisations,LEAand VoluntaryGroups)

1= StrongAgreement
2= Agreement

4= Mild Disagreement
5= Disagreement

3= Mild Agreement

6= Strong Disagreement

We meet with customerson a termly basisto find out what

Do not

1

2

3

4

5

6

1

2

3

4

5

6

1

2

3

4

5

6

1

2

3

4

5

6

a year with market
meet and plan at
1
intermediaries,e.g. LEA,TEC, Careers,VoluntarySector
We use informalmeansto collectinformationabout our
1
0
customers,e.g. focus groups,complaintssystems
Intelligenceon our competitorsis collectedby teachingteams, 1
ratherthan exclusivelyby marketing/publicityteams
The collegeis slowto detectfundamentalchangesand
1
4h structuralshifts in our sectorand deviseresponseplans
beforethe challengesbecomeproblems
We periodicallyreviewthe likely Impactof changesin our
1
41 business
environment(e.g. regulations)on our customers

2

3

4

5

6

2

3

4

5

6

2

3

4

5

6

2

3

4

5

6

2

3

4

5

6

1

2

3

4

5

6

not
Know

1

2

3

4

5

6

o not
Know

1

2

3

4

5

6

Know

1

2

3

4

5

6

Know

1

2

3

4

5

6

1

2

3

4

5

6

1

2

3

4

S

8

1

2

3

4

5

8

4a

4b
4c
4d
4e

courses and services they will need in the future

Staff from our teachingteams liase directlywith customers
and other agenciesto learn how to servethem better
We are slow to detect changesin our customersneedsand
expectations
We surveycustomerson a regular basisto assessthe quality
of our coursesand services
We

least twice

Know
Do not

Know
Donot

Know
Donot

Know

oo not

Know
Donot

Know
Do
Krww

Donot
Know
oonot

Know

information
Dissemination
of customer
withinthecollege
We havea lot of informalsharingof marketdata in our
teachingand businessdevelopmentteams
We haveinterdepartmentalmeetingsat leastonce a term to
5b discuss
market trends developments
Marketingpersonnelin our businessteams spendtime
5c discussingcustomer'sfuture needswith otherfunctional
departments,especiallydelive teams

Curriculumdeliveryteamsperiodically
circulatedocuments

5d e.g. reports,newsletters,press cuttings,that provide
informationon our customersand market intermediaries
Whensomethingimportanthappensto a majorcustomeror
5e vocationalsector,the whole teachingteam is made awareof
within a short periodof time
Data on customersatisfactionis sharedat all levels in delivery
5f teams
on a regularand systematicbasis
There is minimalcontact betweenmarketingand teaching
59 teams concernin marketingdevelopments
Whenone team nds out somethingimportantabout
5h competitors,It is slow to alert otherteams with the information

Do

Do not

not

not

Know

Donot

Know
Dono
KrAw

not
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Know

Section C continued..
demands
Responding
to customer
andlearner
Strong
1=
Agreement
2= Agreement

4= Mild Disagreement
5= Disagreement

3= MildAgreement

6= Strong Disagreement

Definition:
Customersare definedas learners,their sponsors(employers/parents)
andwhere relevant,marketIntermediaries
(CareersService,TEC, EmployerOrganisations,LEA andVoluntaryGroups)

6b
ec

ed
6e
of
6g

It takes for ever to decidehow to respondto our competitor's
changes in price,productofferingor deliverylocation
Principlesof marketsegmentationdrive new product
developmentefforts in teachingteams
For various reasons,we tend to overlookchangesin our
customers product or service needs

We periodicallyreviewour productdevelopmentefforts to
ensure that they are in linewith what our customerswant
Our businessplansare drivenby technologicaladvances(e.g.
ICT) or changesin teachingand learning(e.g. Curriculum
2000) ratherthan market researchof customerneeds
The courses and locationwe deliverin dependmore on
Internalpoliticsand/orhistory than identifiedmarketneeds
Whenwe find that our customerswould like us to modify a
productor service,the teams involvedmakeconcertedefforts
to do so within a reasonabletime span
Whenwe find that our customersare unhappyabout service
quality,we take actionquickly,if not Immediately

1

2

3

4

5

6

Do not
K

1

2

3

4

5

6

oo ^w
Know

1

2

3

4

5

6

Do not
Know

1

2

3

4

5

6

Conot
Know

1

2

3

4

5

6

1

2

3

4

5

6

1

2

3

4

5

6

1

2

3

4

5

6

now

Do

not
Know

Do not

Know
Do
not
Know
-not
o
Kriow

initiatives
to competitors
andGovernment
Responding
Agreement
4= Mild Disagreement
1= Strong
2= Agreement
3= Mild Agreement

78
7b
7c
7d
7e
it
79

5= Disagreement
6= Strong Disagreement

If a major competitorwere to respondto a new initiative
targeted at our customers,we would implementa response
either immediate) or very quickly
The activitiesof differentteams in the collegeare well coordinated,Integratedand coherentso as to respond
effectivelyto new fundingInitiatives
Even If we came up with a great marketingplanto meet
planningpriorities,we probablywould not be ableto
Implementit in a timelyfashion.
We are quick to respondto significantchangesin Government
Initiativefunding(ESF,SRB, New Deal,StandardsFunds,
Growthtargets,Curriculum2000 etc)
Lecturersand Instructorsperceivethat they are providinga
serviceto customers,ratherthan a productthat is consumed
b learnersbecauseIt Is there
Our teachingteamsconduct market Intelligencereviewswithin
their own units about the needsof customers,thereby having
an InsightInto the customers'need for the team'swork
urrlculumdeliveryteams perceivethe marketingteam as
being responsiblefor recruitingtheir students, ratherthan

3

4

1 1
5 6

2

3

4

5 6

1

2

3

4

5 6

1

2

3

4

5 6

1

2

3

4

5 6

1

2

3

4

5 6

1

2

3

4

5 6

1

2

3

4

5 6

1

2

1

Do not
Know

not

Know

not

Know

not
Know
not

Know

not
Know

Kno"Ot
w

themselves

n'

New initiativesare perceivedas the responsibilityof specialist
departments/teamsto leadand Implement
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not
Know

Section D: Principal's

attitude

towardsEnvironment

to YOURcollege.Pleasetickthe numberonthe scalethatcorresponds
bestto your
Pleaseanswerthefollowingquestions
withreference
thenpleasetick 1 or 2. If youagreewiththe right-hand
thentickeither4 or5.
statement,
views.Ifyou agreewiththeleft-handstatement
Pleasenotethat1 and5 represent
strongagreement
withthe corresponding
statement,
with3 beingneutral.

I am preparedto take operationalrisks

as

to implement innovation in the college

Sb

the College to exceed the adverse

8a

aspectsof taking the risks
My seniorand middlemanagersare
more motivatedby thetotal salary

package than the non-financial aspects

8d

of the job
I believethat whenthings go wrong at
the college level,the FundingAgencies
are supportiveand reasonableIn their
a roach
I find it straightforwardto reconcile

I perceivethe rewardsof risk taking in

operationally innovative actions and risk

as

of

89

taking with the centralGovernment's
focus on accountabilityand evidence
collectionfor every decisiontaken
I find It relativelystraightforwardto
addressthe frustrationof working In a
regulatedand inspected/auditedFE
sector
I believe that my senior staffform their
own viewson risk taking vs. Innovation
in the college

I believethat I have the ability to
materiallyInfluencelocal policyactions
8h and the outcomesof consultation
circularson new policy publishedby the
FundingCouncils(FEFC/LSC)
I am activewithin my local learning
AND I am able
partnershipstcommunity
heard
and have
ai to make my points
them consideredwhendecisionsare
madeabout local priorities
I believethat I am ableto effectively
applythe majorityof Government
ai initiatives(e.g. New Deal, Curriculum
2000,WideningParticipation,ESF)in
m colt a
Innovationnary always improvesthe
Sic effectivenessof education

81

I personallyam one of the first to adopt
Innovativeapproachesto college
development,assumingthere are no
financialor structuralreasonsfor not

1

2

3

4

5

1

2

3

4

5

1

1

2

2

3

3

4

4

5

5

Implement innovation In the college

I perceivethe adverseaspectsof taking the

risks in the College to exceed the rewards of

risk taking
My senior and middlemanagersare more
motivatedby the non-financialaspects of the

job than the financial aspects, (i.e. not the

salary,pensionetc.)
I find the approachof the fundingagencyto
be negativeand anti-collegemanagement
when thingsgo wrongfor the college/sector
I find it difficultto reconcileoperationally

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

innovative actions and risk taking with the

centralGovernment'sobsessionwith
accountabilityand evidencecollectionfor
every decisiontaken
I find it is hardto over comethe frustrationof
workingin a regulatedand heavily
audited/inspectedFE sector
I believe that my SeniorManagersare
affectedby my perceptionof personal
professionalrisk when taking decisionsin the
college

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

I believethat I do NOThave the abilityto
materiallyInfluencelocal policy actions and
the outcomesof consultationcircularson
new policy publishedby the Funding
Councils(FEFC/LSC)
I am either not activewithin my local learning
partnershipsOR I am not ableto make my
points heard and havethem considered
when decisionsare madeaboutlocal
priorities
I believethat I am NOT ableto effectively
implementthe majorityof Government
initiatives(e.g. NewDeal, Curriculum2000,
WideningParticipationfactors,ESF) in my
college
Innovationvery seldom,If ever,improvesthe
effectivenessof education
I personallywould NOTadoptinnovative
approachesto college developmentuntil
they had been provenelsewhere,
irrespectiveof whetherthere are no financial

or structuralreasonsfor notdoingso

doi so

The LocalLearningSkills CAm
ncil
(LLSC) will have a positiveImpacton
my Collegein the next 3 years
The new LSC will offer better
Sn opportunitiesfor FE collegesin general
to meet their missionthan the FEFC
How muchtime do you spend reading,
analysingand interpretingthe political
so environmentin which your college
rates

I am not preparedto take operationalrisks to

1

2

3

4

5

1

2

3

4

5

%

The LocalLearningSkills Council(LLSC)will
have a detrimentalImpacton my CollegeIn
the next3 years
he FEFCofferedbetter scope r the
college sectorto meettheir missionthan the
new LSC will do
Pleaseexpressas a percentage(%),
roundeddown to the nearest5%, e.g. 25%,
50%etc.
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Section E: Further information
in yourCollege?
ItcanbedrawnfromanyareaofyourCollege's
Willyouplease
ofinnovation
giveanexample
work?

Ifyouwishto writeanycomments
aboutanyofthepoints,
pleaseusethefollowing
space.

toyou.Thisinformation
Thesurveyinformation
andaggregated
extracts
willbemadeavailable
will
willbeanalysed
in
2001.
document
by
early
bemadeavailable
email
asaword
Do you wish to receivea copy?

Yes / No

if yes, please provide your email address:
theresearch,
pleasecontact
usviaemailonllxmbjf©nottingham.
ac.uk
Forfurtherinformation
aboutthissurveyand/or

Thank you for your time and co-operation.

ReturnTo:
Freepost
Universityof Nottingham

Institutefor Enterpriseand Innovation
JubileeCampus
WollatonRoad
NOTTINGHAM

NG8ISS
Act1998covertheInformation
in thisquestionnaire,
Theprovisions
of theDataProtection
whichwillbeheldin electronic
Institute
forInnovation
restsexclusively
withtheauthorandtheUniversity
forth.Copyright
ofthisquestionnaire
of Nottingham
& Enterprise.

292

Appendix 2: Qualitatitive Questionnaire Framework
Interview Instrument Structure
[A] Introduction
1. Personalintroduction
2. Confidentialityissue

[B] Culture
3. Outline of college, history and range of courses - unique factors - pedigree etc
4.

Role of Principal as you perceive it - at Incorporation and now

5. Organisationalstructure
"

Role of SMT in decision making processes and for providing leadership

"

Role of MMT in decision making processes and for providing leadership

"

Role of Governorsin decisionmakingprocessesand for providingleadership

6. Leadershipstyles adoptedby you and the college
7. Structure in large organisationand in decisionmakingprocesses
8. New managerialismvs. professional'teacher'constructs
9. Genderissues In management
"

Mix change in Principals(andsenior staff) - differences?

"

Mix change in middle management- differences?

[C] Entrepreneurship
10. Innovation- its role in the college
11. Innovativeleadership
"

Where is the source

"

Howpromoted

12. Environmentalawareness
"

In senior managers

"

In middle managers

13. Goal clarity
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"

Howachieved

"

Written vs. informal

14. Risk
"

How risky is the environment for Principals

"

For senior management team

"

For middle managementteam

"

For (junior)team leaders

15. Joined up policy- obtainingit in the college
16. Internalperformanceindicators- how used?

[D] Market Orientation
17. Students- consumers,customers- the perceptionof the teachers
18. Generationof knowledgeof students- how
19. Sharingof intelligence/knowledge
"

How

"

Whose responsibility

20. Responsiveness
"

SegmentationIssues

"

Speedof response- who authoriseswhat
Historicalcustomers- abilityto redefineor bound to history

"

Innovation- productled or customer/serviceled

21. InclusiveIssues
"

Changein other providersactionsthat affectyour college- what happens

"

Inter team co-operationissues

"

Frontline stafforientation- serviceprovideror qualityproductprovider

"

Teachingteamswin new business- are specialistsemployed/usedor do the teamsdo the
work themselves

[E] Sign off
Agree clearanceof case studyfor contentvaliditywith interviewee
Explaininformationobtainedfrom quantitativestudy
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Glossary
AGFI

AdjustedGoodnessof Fit Index (used in LISREL)

APC

Associationof Principalsof Colleges

CBP

CollegeBusinessPerformance

CEF

CollegesEmployers'Forum

CEO

Chief ExecutiveOfficer (the Principalin a FE college)

DEA

Data EnvelopmentAnalysis

DES

Departmentof Educationand Science(subsequentlyDfEE)

DETR

Departmentof Environment,Transport and the Regions(now DLTR)

DfEE

Departmentfor Educationand Employment(previouslyDES, now DfES)

DIES

Departmentfor Educationand Skills (previouslyDfEE)

DLTR

Departmentfor Local Government,Transport and the Regions(previously
DETR)

DoE

Departmentof the Environment(subsequentlyDETR)

DV

DependentVariable

ERA

EducationReformAct

ERG

Existence,Relatednessand Growth(model)

FE

FurtherEducation

FEDA

FurtherEducationDevelopmentAgency(previouslyFEU, subsequentlyLSDA)

FEFC(E)

The FurtherEducationFundingCouncil England(1992-2001)

FENTO

FurtherEducationNationalTraining Organisation

FEU

FurtherEducationUnit

GDP

Gross DomesticProduct

GFI

Goodnessof Fit Index (used in LISREL)

HEFCE

The Higher EducationFundingCouncil England(1989 onwards)

HMI

Her Majesty'sInspectorate(of Education)

ICT

InformationCommunicationsTechnologies

IST

InformationSocietyTechnology

IV

IndependentVariable

LBI

LandBased Industries(also knownas Agriculturalcolleges)
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LEA

Local Education Authority

LISREL

Linear Structural Equations

LMC

LocalManagementof Colleges(schemeof budgetarydelegation)

LSC

LearningSkills Council(2001onwards)

LSDA

Learning Skills Development Agency (previously FEDA, from 2001)

MARKOR

Market Orientation Scales developed by Kohli, Jaworski and Kumar 1993

MIP

Market Information Processing (activities)

MSC

ManpowerServicesCommission(1984-1989)

NAO

NationalAudit Office

NVQ

NationalVocationalQualification(competencylevel or examination)

OECD

Organisationfor EconomicCo-operationand Development

Ofsted

Office for Standardsin Education

PI

PerformanceIndicator

RDA

(English)RegionalDevelopmentAgency (1999 onwards)

RMSEA

Root MeanSquare Errorof Approximation(used in LISREL)

SBU

StrategicBusinessUnits

SCA

SustainableCompetitiveAdvantage

SFC

Sixth Form College

SMT

Senior ManagementTeam (top managementteam in FE Colleges)

SPSS

Statistical Processingfor SocialScientists

TEC

Training& EducationCouncil(1993-2001)

TMT

Top ManagementTeam (more commonlyknown as SMT)

TQM

Total Quality Management
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