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Abstract

Objectives: Malta is classified as a country that is making a transition from an investment-driven economy to an innovation-driven economy, ranking 39th out of 125 countries measured in the year 2006 Global Competitiveness Index. A key player in the Maltese economy is the small firm, consisting of below 50 full-time employees and providing for over 60% of private sector employment. The current paper investigates the various dimensions of strategic behaviour for small firms in Malta, and focuses upon the key dimensions that appear to be providing for competitive advantage.

Prior work: The paper is based upon configurational theory and the concept of strategic fit. Various authors contend that firms will only perform well if there exists a correct configuration of a number of factors of strategic behaviour, and if these factors are in tune with the relevant environment. These concepts of strategic fit, of the adaptive cycle, and of equifinality have been shown to apply also for small firms.

Approach: The paper is empirical and qualitative in nature. Small firms were identified within the three predominant industries in Malta; manufacturing, services and retail. Expert interviews were carried out. Firms were chosen according to their relevance to the study, as well as their capability to provide information that was rich in content.

Results: The organizations studied were all firms that had survived Malta’s entry into the European Union in 2004. In all, ten dimensions of strategic behaviour were identified, generally falling into the three main categories of the adaptive cycle. Of these ten dimensions, three appeared to bear more weight on the small firms in question. Consistent with the concept of equifinality, there appeared to be a number of strategic configurations that allowed for effective performance.

Implications: The findings suggest the need for a larger study on the patterns of strategic behaviour. Particularly, the study hints that a strong entrepreneurial orientation, when referring to new products and markets, is not an imperative quality for small firms, and its contribution towards performance depends on the prevalence of other strategic factors.

Value: The study moves away from the more common coarse-grained methodologies for research on strategic behaviour, that are rich in prediction and generalizability but poor in description. Also, the study questions popular universalist theories that assume that certain characteristics of small firm behaviour are automatically advantageous.
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Objectives of the Paper

The role of the small entrepreneurial business is well known in terms of contribution to a nation’s economy, job creation and innovation. The National Statistics Office in Malta has identified no fewer than 30,790 small firms that were operational in 2005; 96% of these registered up to 9 full-time employees and the remaining 4% registered 10 to 49 full-time employees.  These small firms provide over 65% of employment, 38.7% of the economy’s value added, and 17% of investments within the private sector in Malta. Little is known, however, about how these small organizations behave strategically, and how their strategic behaviour ties down to their performance. In fact the literature in this area is scarce, and limited empirical research exists (Borsh, Huse and Senneseth 1999; Ebben and Johnson 2005).  The paper looks into the strategic behaviour, or orientation, of five small firms in Malta, and how the different patterns of behaviour relate to varying levels of performance. The study forms the initial stage of research that is focusing exclusively on the strategic behaviour of small firms with below 50 full-time employees, and operating in the retail (38% of the 30,790), manufacturing (10%) and services (52%) sectors in Malta.

The literature on the strategic behaviour of small firms is often restricted to two perspectives: The first perspective is the universalist school, that looks at strategy as a fixed set of laws and with pre-determined outcomes. The more common literature on strategy, including the bulk of  the strategic management literature, is based upon this school. Building market share, acting entrepreneurially, creating barriers of entry, are all seen as strategic actions that will inevitably lead to success. This school is, however, not so relevant to the small firm that bases its actions more on intuition, experience and instinct. In fact the owner or top executive of a small firm will have little time, and limited resources, for this form of strategic behaviour. The second common perspective is the situational, or configurational school. The underlying theory is that small firms will adopt any, or a combination, of a number of dimensions of strategic behaviour according to the situation, the industry and the management philosophy of the owner/manager. Strategic behaviour will be conditioned by a reduced resource base, greater flexibility, faster response times, enhanced networking, and a number of other dimensions pertinent to small firms. Both the above schools have been criticized as being inadequate in explaining true strategic behaviour. For example Mintzberg (1994) posited that few organizational strategies are purely deliberate (the universalist school) and few are purely emergent (the situational school), as one suggests no learning, and the other no control.

The research in question looks at strategic behaviour from a third perspective: the configurational school. This school has been described as one that is very much alive today and that best describes the true strategic behaviour of an organization (Hambrick 2003). The configurational school is based upon the concepts of strategic fit and equifinality. Strategic fit occurs when an organization has a number of configurational parameters that are in line with each other and the environment. For example, if the management philosophy of an organization’s owner/manager is in tune with the structural setup of the organization, the technological base, and the strategic stance adopted, then the organization should inevitably perform well. Equifinality describes how organizations fit into well-adapted or poorly-adapted classifications. In other words there may be various configurations of successful fit, and other configurations of unsuccessful fit. The configurational school lends itself well to describing the strategic behaviour of small firms, and empirical research in this field is growing (see Table 1). In tune with this school is Hambrick’s (1983) definition of strategy as a pattern in a stream of decisions, that guides an organization in its alignment with the environment, and that shapes internal policy and procedure. The objectives of the paper may thus be defined as follows:
1. To identify and describe the various dimensions that act as antecedents to small firm strategic behaviour in Malta.

2. To seek common underlying factors and threads that relate these dimensions to one another, as well as to the respective industries.

3. To seek possible relationships between emerging strategic patterns and the performance of the small firms in question.

The Conceptual Framework

Various reasons exist for wanting to analyze the strategic behaviour of organizations using a typological, or gestalt-based approach. First of all, the establishing of common patterns of strategic behaviour within an industry allows for description, prediction and generalizability. Secondly, empirical research has conclusively shown that strategic typologies predict a significant portion of organizational performance (Doty, Glick and Huber 1993; Ketchen et al. 1997). Thirdly, strategic group behaviour can be predicted through ‘a priori’ theory that can guide the researcher towards the dimensions of interest, as well as their hypothesized interactions.  Hand in hand with strategic groups comes the concept of organizational momentum, as this affects the stability of the groups and the consistency of strategic behaviour. Studies on large firms (Miller and Friesen 1980) and small firms (Wiklund and Shepherd 2005) have indicated similar trends towards organizational momentum, in that organizations retain their strategic direction, continuously consolidating and enhancing their strategic approaches.

Possibly the most difficult challenge within configurational research is to identify the dimensions that act as antecedents to small firm strategic behaviour. It is only when these dimensions are known that research can start to probe for patterns of strategic behaviour. One particular field that is increasingly being used to describe small firm strategic behaviour is that of entrepreneurial orientation (EO). Whilst various definitions for EO exist, one of the most widely used is that of Miller (1983), building upon the earlier texts of Kets de Vries (1977) and Mintzberg (1973). Miller defined entrepreneurial behaviour as consisting of the components of innovation, risk-taking and proactiveness, and proceeded to build a typology based on these concepts. Whilst Miller’s typology is not widely applied today, the definition of EO as consisting of innovation, risk-taking and proactive activity, most certainly is. As defined by Baldwin and Gellatly (2003), innovation embodies the entrepreneurial spirit, acting as the lifeblood of a market economy, increasing product ranges whilst lowering prices, and creating wealth whilst rewarding risk taking. Innovation is all about new ideas and creative processes, aiming at the creation of new products, services and processes. Innovation is usually looked at from two angles; product-market innovation and technological innovation. Proactiveness refers to the taking of new initiatives by anticipating and pursuing new opportunities and markets. It relates to first-mover advantage and to the aggressiveness through which an entrepreneurial organization competes. Risk-taking consists of an organization’s willingness to engage in risky ventures, as well as management’s propensity to adopt bold, as opposed to cautious behaviour. 

Subsequent empirical tests by Covin and Slevin (1988) on the factorial validity of these three EO components have shown them to constitute an empirically related and unidimensional construct. Similarly, Dess, Lumpkin and Covin (1997) proved, through factor analysis, that EO is a distinct pattern of strategic behaviour. Entrepreneurial orientation thus relates to the extent to which a firm innovates, takes risks, acts proactively, and allows for autonomous behaviour at varies levels within the organization. Several empirical studies have observed a positive relationship between EO and organizational performance (e.g. Wiklund and Shepherd 2005; Zahra and Covin 1995). Reasons for this enhanced performance are provided by Zahra and Covin (1995), in that entrepreneurially oriented firms: build up an early market reputation, gaining customer loyalty; capitalize on emerging opportunities through quick market responses; and build advanced learning and experience curves. Two issues of contention arise, however, on the concept of EO. The first regards the size of entrepreneurial firms and the misconception that entrepreneurial behaviour will only be found in small firms. Miles and Snow (1978) and Covin and Slevin (1991), amongst many others, contended that all organizations should be viewed as entrepreneurial entities. A number of empirical studies (e.g. O’Regan and Ghobadian 2006) have shown however that smaller firms can react faster, are more flexible, are less tied down to capital investments, and hence perform more entrepreneurially as they simply have less to risk. The second issue of contention regards exactly what constitutes innovative and proactive behaviour. Whilst various authors advocate the concept of new entry, new products or new markets, other authors posit that entrepreneurial behaviour can also be applied with regard to existing products and services. For example, Dess, Lumpkin and McGee (1999) referred to entrepreneurial-style behaviour of cost-leadership style firms, in which innovative and proactive decision-making was regularly practised when monitoring and controlling organizations in a bid to reduce costs. 

The question immediately arises as to whether EO is adequate in describing organizational behaviour, or is it just part of a larger picture? The literature indicates that EO is, in fact, only one of three important dimensions, and that “entrepreneurial behaviour is no more than an element within a larger organizational system framework” (Covin and Slevin 1991 p.21). Whilst the EO dimension may be the most significant one (Hambrick 1983) and also the most researched (Zahra and Pearce 1990), it is still only one of three behavioural dimensions. Hambrick (2003) posited that in order to understand strategic behaviour one must look at three dimensions best portrayed within the Miles and Snow (1978) adaptive cycle. The adaptive cycle was launched by Miles and Snow as the rationale underlying the strategic typology of Prospectors, Defenders, Analyzers and Reactors.  This typology is one of the most popular classifications of organizational gestalts, and is one that is very much alive today (Hambrick 2003).  Table 1 indicates the strength of research in this area. The main limitation to this research is that often the focus in placed on the typology that Miles and Snow identified for the industries they researched, instead of on the framework underlying the typology (that is, the adaptive cycle).

	Author and Date
	Research Aim


	Industry


	Research Design


	Strength of Relationship


	Performance of Strategic Types                        P=Prospector      D=Defender A=Analyzer        R=Reactor

	O’Regan and Ghobadian (2006)
	Research into strategy orientation and performance of SME’s
	SME’s
	Cross Sectional/Self-Typing/Single Informants/Multiple items
	Significantly strong relationship
	P>D>A

	Aragon-Sanchez and Sanchez-Marin

(2005)
	Research into strategy orientation of SME’s


	      SME’s
	Cross Sectional/Self-Typing/Single Informants/Multiple items
	Significantly strong relationship
	P>A>D

	Parnell and Hershey

(2005)
	Research into a combination strategy
	Multiple Industries
	Cross Sectional/Self-Typing/Single Informants/Multiple Items
	Significant, but moderate relationship
	P>A>R

	Gimenez

(2000)
	Research into small firm strategy
	SME’s
	Cross Sectional/Self-Typing/Single Informants/Multiple items
	Significantly strong relationship
	P>A>D>R

	Woodside, Sullivan and Trappey

(1999)
	Relating strategic types to marketing competencies to organizational performance
	Multiple Industries
	Cross Sectional/Self-Typing/Single Informants/Multiple Items
	Significant, but moderate relationship
	P>A>D>>R

	Thomas and Ramaswamy

(1996)
	Testing of the validity of Miles & Snow typology
	Multiple Industries
	Longitudinal/Secondary Data
	Significantly strong relationship
	P=D>>R


Table 1:  Compilation of Research on the Adaptive Cycle

The adaptive cycle holds its strength in its completeness in mapping out the dimensions relating to strategic-level organizational behaviour. The three dimensions pertinent to the adaptive cycle are the strategic stance adopted (named the entrepreneurial problem), the technological approach adopted (named the engineering problem), and the management style, structures and processes adopted (named the administrative problem). The model describes strategic behaviour as an activity in solving these three recurring problems faced by an organization when dealing with its competitive environment. The fact that the concept of the adaptive cycle is one of alignment, aligning entrepreneurial, engineering and administrative dimensions to each other and to the environment, then solely looking at one dimension (such as EO) is, at best, incomplete. This issue was taken up by Gimenez whilst researching strategic behaviour for small firms:

“This reliance on a partial measure may be leading to an incorrect classification of firms’ strategies by researchers who consider only this dimension of Miles and Snow’s model.” (Gimenez 2000 p.239).

The concept of the adaptive cycle, as put forward by Miles and Snow (1978), is that organizations that have a good fit between the environment and the strategic stance, technology, structures and processes of the organization will inevitably perform well. Whilst the adaptive cycle explains how an organization applies strategic choice at various levels, equifinality explains how organizations fit into well-adapted or poorly-adapted classifications. The concept of equifinality is thus based upon the concept of successful and unsuccessful configurations of strategic adaptation. Equifinality is defined by Venkatraman (1989) as a powerful concept where sets of internally consistent and equally effective configurations will be found. Merz and Sauber (1995) demonstrated empirically that equifinality is also prevalent in small firms, as they enact like contexts through similar managerial and structural activities. 

The adaptive cycle is, however, incomplete without a thorough understanding of the theoretical rationale underlying its logic. Key to this rationale is what Chandler (1962) and Child (1972) refer to as the ‘dominant coalition’. The dominant coalition is essentially the top management within an organization, and may comprise solely the owner of a small firm, or a complete senior management team in a larger organization. It is the way that the dominant coalition acts and reacts to the environment that defines how the adaptive cycle will be enacted. However, the question as to ‘why’ the coalition acts the way it does still has to be answered. Miles and Snow provided an explanation by way of the management philosophy that would be prevalent among the dominant coalition. Building upon basic management theories, together with Fouraker and Stopford’s (1968) Type I, Type II and Type III organizations, Miles and Snow placed managerial behaviour into three categories. The authors reasoned that the previous education, experiences, personal interests and motivations of the dominant coalition would induce them to adopt one of three management philosophies.  The first philosophy, scientific management, is a traditional form based on well defined tasks, top-down hierarchies, specialized workers and clear reward-punishment schemes. The second philosophy, administrative management, focuses upon human relations and consists of a functional organization with management held responsible for their actions, a clear hierarchy of command and control, and a focus on employee development. The third philosophy, human resource management, consists of truly empowered employees, management with leadership traits, and a dynamic organization. The dominant coalition would favour one management philosophy over another, and would enact strategic choice accordingly. A change in the strategic direction of an organization would only follow a change in the management philosophy of the dominant coalition. The rationale explains the ‘why’ an organization’s behaves the way it does through management philosophy, in support of the ‘how’ an organization behaves through application of the adaptive cycle and the concept of equifinality. 

Additional Dimensions of Strategic Behaviour

Two other dimensions need to be addressed for the conceptual framework to be complete. These are organizational planning and organizational performance. The primary role of planning is to enhance an organization’s ability to adapt to changing environmental conditions, to allow organizations to respond proactively to threats and opportunities presented by their environments, and to provide a mechanism for reducing environmental uncertainties (Ansoff 1991; Drucker 1959). Various authors (e.g. Robinson and Pierce 1988; Veliyath and Shortell 1993) have hypothesized that planning has a significant moderating effect on the strategy – performance relationship. In the logic of Wood and LaForge (1979), all organizations plan, only some plan to a greater extent than others. Empirical studies on small firms (e.g. Wijewardena et al. 2004) have shown that enhanced planning generally leads to an enhanced organizational performance. This makes planning a dimension of importance when researching small firm strategic behaviour. A second reason why planning is critical to the understanding of strategic behaviour is due to Mintzberg’s (1978) concept of strategy formulation versus strategy formation. Strategy formulation, similar to ‘intended’ strategy, was defined by Mintzberg as a conscious and purposeful process whereby a strategy is planned out. Strategy formation, similar to ‘realized’ strategy, was seen to be an evolving process whereby the resulting strategy would be a combination of planned moves and reactions to unplanned environmental disturbances. A study of strategy can only be complete with an inclusion of the planning construct, as this construct may provide a valuable insight into whether the observed strategic patterns are primarily deliberate or emergent. The final dimension of interest is organizational performance. An objective of the research is to assess how the patterns of strategic behaviour impact upon small firm organizational performance. For that reason, small firm performance must be both conceptualized and operationalized. Thomas & Venkatraman (1988 p.541) had the following to say about measuring performance:
“… if strategic groups are to be truly useful for theory construction in strategic management, then there should be a relationship between strategic group membership and performance criteria.” 

Various authors (e.g. Fahey and Christensen 1986) have contended that performance is a multidimensional construct, and must be treated as such. An example is a study by Wiklund (1999) on the strategic behaviour of small firms in various industries. In this study a multidimensional measure of performance was adopted, including financial indicators, sales growth, employee growth and assets growth. Other authors have adopted this multidimensional approach. For example, Wiklund and Shepherd (2005) applied both financial indicators (gross margin, cash flow and profitability) as well as growth measures (sales growth and increase in employee count), finding a coefficient alpha for the combined scale of 0.70. For small firms the concept of performance as a measure of stakeholders’ needs, as opposed to shareholders’ expectations, is also important. Reputation, public image, employee satisfaction, and goodwill are all important performance-related variables. Also, the issue of causality between strategic behaviour and performance must not be overlooked. As noted by Covin and Slevin (1991), high performance may be a result of specific strategic behaviour, but may likewise be the cause for adopting certain behaviour.
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Figure 1:  The Conceptual Framework

In conclusion, the Conceptual Framework illustrated in Figure 1 attempts to bring together a number of concepts. The dimensions of interest are all portrayed. These are: the three dimensions of the adaptive cycle; organizational planning; and the interaction with the environment. The entrepreneurial dimension has been enhanced to include Miller’s (1983) three components of innovation, risk-taking, and proactiveness. A further concept of importance, and one included within the framework, is that of environmental uncertainty. According to Miles and Snow (1978), it is not how the environment acts upon the organization that is of importance, but how the environment is seen to act through the eyes of the owner/manager of the firm. In other words the owner/manager will react to what he perceives to be happening in the environment around him, whether this is reality or not. 

The main aim of the model in Figure 1 is to identify the factors that act as antecedents to strategic organizational behaviour. This is the springboard from which a fine grained qualitative study has been subsequently initiated. In the words of Thomas and Venkatraman (1988 p.552); “the strategy taxonomist faces an enormous challenge just in deciding exactly what should be classified (i.e which dimensions best operationalize the strategy construct)”. A brief description of the model and its dimensions is in order. Within the ‘internal environment to an organization’ one will find the three dimensions of the adaptive cycle. The entrepreneurial problem consists of management’s focus on, and identification with, a particular product-market domain. The organization will apply its adopted focus through innovative, risk taking and proactive behaviour. The engineering problem consists of the predominant technology adopted by the organization to transform inputs into outputs. The administrative problem refers to the mechanisms adopted to reduce uncertainty within the organization. This will be achieved through the structures and processes that the organization deploys, and in accordance with the management philosophy of the dominant coalition. An organization’s behaviour may be described by the way it goes through the adaptive cycle, adopting structures and processes in line with a chosen technology, and with a target product-market in mind. As posited by Miles and Snow (1978), the external environment and perceived uncertainty will determine the organization’s behaviour. For this reason, strategic constructs that relate to the adaptive cycle, as well as to the environment and perceived uncertainty, should adequately capture strategic behaviour. The level, or sophistication, of planning activities within the firm will indicate whether the strategic behaviour is primarily intended or emergent. 

As the concept of strategic fit is also concerned with how the various dimensions interrelate for successful and unsuccessful firms, then these interrelations are also of interest to the research. The literature to date has been over simplistic on this issue, presuming that firms that have certain patterns of behaviour will perform in certain ways. For example, small firms that are entrepreneurial, have organic structures, a human-resource style management, and a differentiated product, should inevitably perform well. For the present qualitative research an open mind has been kept, and it shall ultimately be the research itself that determines which strategic orientations lead to success and which do not. So to on the dimensions themselves, as it is expected that certain dimensions will gain prominence as research progresses, whilst others may fall on the wayside. Also, possibly, new dimensions will emerge.
The Nature and Source of the Data Used

The pilot research in question is empirical and qualitative in nature. The study aims at being the start of a more comprehensive research towards grounded theory, planned to take place over a number of years. The basis of the methodology is Flick’s (2006) circular model of the research process. At the start of the process a set of preliminary assumptions, or initial theory, has been defined. This is the Conceptual Framework summarised in Figure 1. Following this, three sequential stages of theoretical sampling, theoretical coding, and writing theory, are to be applied. The paper in question, being developmental in nature, does not reach the final stage of writing theory. For this to be achieved, research will have to progress until a saturation of knowledge is arrived at.  In all, five small firms were interviewed, chosen due to their relevance to the study as well as their capability to provide information that is rich in content. One of these firms hailed from the services sector in Malta, two from the manufacturing sector and two from the retail sector. Employee counts were 9, 47, 25, 6 and 30 respectively. Expert interviews were carried out on the owner or managing director of each firm, as these persons were deemed to be most conversant with the strategy of their organization. 

The approach towards the interviews was to start off with general, unstructured questions, and to then introduce increasing structuring as the interviews progressed, so as to avoid biasing of the interviewees. Software utilized for coding and subsequent analysis was MAXQDA2007, chosen because of the potential of its coding hierarchy and its thematic mapping capabilities.  Various quality-related measures were adopted in a bid to ensure that what was being portrayed through the research was as close to reality as possible. The researchers, already trained and experienced in interviewing techniques, were the only persons gathering data and transcribing the taped interviews. Transcripts were analyzed for various forms of bias. Interviewees were notified on issues such as confidentiality and anonymity in order to reduce distrust and enhance the value of the interviews. Procedures for setting and conducting interviews, as well as for transcribing and coding, were standardized in advance. The duration of each interview was from 40 to 55 minutes, and all the interviews were carried out in Maltese, allowing the interviewees to be more relaxed. Care was taken not to translate literally when transcribing, as this often loses the gist of the meaning when translating from Maltese to English. Ethical and confidentiality issues were given due consideration during this pilot research. There was the need to involve two government entities during the research, and in view of the forthcoming additional research. These were the Malta Enterprise and the National Statistics Office (NSO).  Malta Enterprise is the government organization responsible for assistance and support towards small firms. The NSO is the government organization responsible for statistical information on organizations in Malta, both large and small. In the data analysis and dissemination stages of the research, the names of organizations and persons were disassociated from the results. Interviewees were provided in advance with a purpose statement that clearly explained the objectives of the study and the confidentiality of their participation.

Presentation of Key Findings

Reference is made to the three objectives set out initially. The first objective looks towards defining the strategic dimensions that are deemed important by the pilot firms. The second and third objectives look towards the grouping of firms based upon the dimensions, and then relating to performance. The size of the pilot study, at five organizations, makes a conclusive clustering exercise difficult, hence the main thrust of the following analysis is towards the first objective. A preliminary analysis is then carried out in view of the second and third objectives. An overview of the dimensions that emerged in the research is in order:

Start-up of Company: The history behind the start-up of the firm, and the particular situation that led to start-up, were deemed as critical factors by the firms interviewed. Start-up factors ranged from an early start for the firms that were family businesses, to sudden start-ups for entrepreneurs that were literally at the right place at the right time. Strong linkages were noted between this dimension and that of the characteristics of the owner. This is to be expected as the management philosophy of the owner is a result of various factors, one of them being the experiences that he/she would have lived through. In all cases the start-up situation was more than just a historic event, and its effect was still clearly evident on present-day operations.

Organizational Structure: This dimension looked towards whether the organization was organic or mechanistic, flat or steep, centralized or decentralised. Details of whether the firm was a stand-alone company, part of a network, or a satellite/subsidiary were also deemed important. The owners/managers interviewed implicitly utilized the organizational structure as a means of attaining their strategic objectives.

Engineering Problem: This was possibly the most interesting dimension to observe, and one inadequately tackled in much of the literature on organizational strategy. The engineering problem looks at the various permutations of the way the business is carried out. Various elements were deemed important by the owners/managers; such as the routineness, standardization or differentiation of the main processes that the organization carries out. A further issue of importance was the way these processes were being used by the firms to build core competencies.

Entrepreneurial Orientation: This dimension explains the strategic thrust of the firm, looking towards the owner/manager’s propensity towards risk, innovation and proactive behaviour. An interesting factor emerged in the research; that of entrepreneurial behaviour in conjunction with a standardized engineering problem. Much of the literature on entrepreneurial orientation relates entrepreneurial behaviour to new products/markets. This was not the case for most of the firms in question, where quite a high level of entrepreneurial behaviour was focused towards enhancing the efficiency and competitiveness of existing products/services. Strong linkages were seen here between this dimension and the Engineering Problem.

Human Resource Capacities: This factor looks at skill levels within the firm, and is strongly related to the organizational structure and engineering problem dimensions. Generally speaking, firms tended to employ a nucleus of skilled core staff, and boosted this with lesser skilled employees when the workload increased.

Strategic Actions: This aspect looks at both present and recently enacted strategic behaviour. In all the firms interviewed, without exception, details on the strategic actions helped to explain the strategic behaviour of the firms. Strategic actions included moves to build market share, to build barriers to entry, to launch new initiatives, to build networks abroad, attempts at diversification, entrenchment, etc. Whilst this dimension is similar in many respects to the entrepreneurial orientation dimension, some subtle differences are noted. In particular, the issue of ‘content’ versus ‘process’ variables arises. Content research focuses on the outcomes or content of policy actions, for example the specific strategic behaviour of an organization. Process research focuses on the processes used to arrive at an outcome. The strategic actions dimension looks to be more of a ‘process’ variable whilst the entrepreneurial orientation dimension appears to be the resulting ‘content’ variable. This may add to the descriptive power of the research, as empirical studies on strategy content and process, within an organizational environment, are conspicuous in their absence (Veliyath and Shortell 1993).

Characteristics of the Owner: This dimension was seen to be the most critical of all, and clearly acted as the main antecedent towards the firm’s strategic behaviour. Characteristics include the values, vision, management philosophy, experience and academic background of the owner/manager. Quite evidently the other strategic dimensions were related, to a greater or lesser extent, to this dimension. This confirms the correct position of the ‘administrative problem’ within the core of the model set out as the Conceptual Framework.

Formality of Planning: As expected, this parameter indicated the extent to which the strategic behaviour of the firms was intended or emergent. Also as expected, all the firms planned, although some planned to greater extents than others. In general the levels of planning were as to be expected for small firms in an island economy. Formal strategic planning was mainly absent, although most of the firms had business plans and one-year financial plans in place. In line with the literature on small firms, strategic behaviour was shown to be part-intended, part-emergent.

The External Environment: Two aspects were emphasized by the interviewees; the impact of the local government on the firms, and the perception of the business environment vis-à-vis aggressiveness or benevolence. Local government, the impact of government institutions, directives and legislation, were seen, by all, to be major threats towards survival. Perception of the business environment (environmental uncertainty) was shown to be a factor conducive to different strategic actions.

Performance: In line with the predominant literature on small firms, performance was measurable through various parameters. Market share, employee count, profits, balance sheet valuation, turnover, and even the sustained existence, were deemed by the interviewees to be valid performance measures.

The above dimensions support, to a significant extent, the Conceptual Framework. The core of the model; the Administrative Problem, is exemplified by HR capacities, the start-up situation, the organizational structure, and characteristics of the owner. The Engineering Problem is shown to be a unique dimension, explaining an important part of strategic behaviour. The Entrepreneurial Problem is exemplified by the firm’s entrepreneurial orientation, and enacted through its strategic actions. Planning helps to explain to what extent the firms’ strategic behaviour is intended or emergent. Particular to Malta, the environment plays a dominant role. The Maltese government, employing nearly a third of the national workforce, is apparently a force to be reckoned with. Finally, the firms studied appear to react continuously according to how they perceive the competitive environment to be swaying.

Strategic Configurations and Performance Implications

Reference is made to the second and third objectives of the paper; that of strategic configurations and the resulting performance implications. As it is not possible to carry out a conclusive clustering exercise with a sample size of solely five, the authors have adopted a more basic, exploratory approach. This approach entails positioning the five firms within the three categories of Mintzberg’s (1973) strategic group typology, and carrying out a basic performance evaluation. Mintzberg’s typology precedes that of Miles and Snow (1978), and is often looked upon as the starting point of modern-day strategic grouping. In this typology, organizations are classified into three categories: the Entrepreneurial Mode; the Adaptive Mode; and the Planning Mode. In the Entrepreneurial Mode organizations will look for new opportunities, seek to grow, and attempt to build domination, often guided by the vision of a powerful leader. In the Adaptive Mode firms will struggle with a dominating or uncertain environment, and attempt to survive by incrementally making decisions according to internal and external constraints. In the Planning Mode the environment will be more stable and an organization will set and enact goals in conformity with existing resources and well-defined targets. The authors are aware that this is an over-simplistic approach, but posit that the exercise will be good start for a more rigorous classification exercise.
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Figure 2:  Strategic Grouping of the Pilot Firms

Strategic group mapping of the five firms is shown in Figure 2. Of these five firms, the second retail firm (30 employees) boasted the best overall performance ratings over the last few years. The firm was dominated by a managing director with charisma, vision and well-honed communication skills. The firm was able to turn around its business approach when needed, and to adopt high technology products and services. This firm best fits into the Entrepreneurial Mode.  The first manufacturing firm (47 employees) and the first retail firm (6 employees) appear to fit into the Planning Mode. Products and services offered are more standardized, although there is strong evidence of entrepreneurial behaviour aimed at enhancing efficiencies. Performance for these firms is relatively stable. The first service firm (9 employees) and the second manufacturing firm (25 employees) appear to fit into the Adaptive Mode. Both firms had been carrying out standardized activities, low on the engineering dimension, for some time. Market conditions had recently inducing the firms to renew or change focus. or face extinction. Interestingly enough, for both these firms, a munificent environment in the past had created a false sense of security. Recent attempts at renewing the entrepreneurial direction were not fully in tune with the processes, systems and structures established earlier on by the firms. An example of this is the first service firm, created mainly for servicing a new hospital that was being constructed in Malta. Now that this construction is complete, the firm’s attempt at locating large projects abroad is not fully compatible with the local resources and structures already established. The concept of strategic fit seems to be most evident here. There did not appear to be any correlation between size and performance for the five firms researched. 

Conclusions and Implications for Research

The study moves away from the more common coarse-grained methodologies for research on strategic behaviour, that are rich in prediction and generalizability but poor in description.  Also, the study questions popular universalist theories that assume that certain characteristics of small firm behaviour are automatically advantageous. An example of this is the expectation that entrepreneurial orientation, based on new products/services, correlates positively with performance. Initial findings indicate that entrepreneurial behaviour can be advantageous both for new products/services and also towards enhancing the value added for existing products/services. Although still in its infant stages, the study does point towards fine threads that relate the various strategic dimensions to one another, thus supporting the validity of configurational research on strategic behaviour.

Three other issues stand out in the study. The first relates to the engineering problem dimension. This dimension looks at the process within which the company transforms inputs into outputs, the permutations by which it does business, and the technological complexity of its activities. In conformity with the Conceptual Framework, this dimension provided a vital link between the strategic direction adopted by the company and the managerial characteristics of the major decision-maker. Whilst all the ten dimensions provided descriptive power to the model, the engineering problem, the characteristics of the owner (core to the administrative problem) and the strategic actions adopted (supporting the entrepreneurial problem) appeared to provide the main impetus. A second issue is that of content versus process research on strategic behaviour. In agreement with various authors, the inclusion of both process variables (strategic actions, planning) and the remaining content variables served to add to the descriptive power of the model. The third issue is that of equifinality and the concept of different configurations of successful/unsuccessful firms. All five firms depicted in Figure 2 continue to operate today, albeit with differing configurations and varying levels of performance. 

Recommendations for Future Research and Development

The research is the start of a more rigorous classification exercise. Over a number of years further interviews on small firms will be carried out, until theoretical saturation is achieved. Certain dimensions of strategic behaviour will grow in importance, others may diminish, and new dimensions may emerge. The links and conceptual threads between the dimensions should become clearer, allowing for a better grouping of firms. Criteria more relevant to an island economy may emerge. Enhancements to the existing strategy typologies and the emergence of a typology suitable for small firms is a final objective of this research.

References

ANSOFF, H., 1991. Critique of Henry Mintzberg’s ‘The design school: reconsidering the basic premises of strategic management. Strategic Management Journal, 12 (6), pp 449-461

ARAGON-SANCHEZ, A. and SANCHEZ-MARIN, G., 2005. Strategic orientation, management characteristics, and performance: A study of Spanish SME’s. Journal of Small Business Management, 43 (3), pp. 287-308

BALDWIN, J., and GELLATLY, G., 2003. Innovation strategies and performance in small firms. Cheltenham: Edward Elgar Publishing Limited.

BORCH, O., HUSE, M. and SENNESETH. K., 1999. Resource configuration, competitive strategies, and corporate entrepreneurship: An empirical examination of small firms. Entrepreneurship, Theory and Practice, 24 (1), pp. 49-71

CHANDLER, A., 1962. Strategy and structure: Chapters in the history of American industrial enterprise. Cambridge: MIT Press.

CHILD, J., 1972. Organizational structure, environment and performance: The role of strategic choice. Sociology, 6 (1), pp. 1-22 

COVIN, J. and SLEVIN, D., 1988. The influence of organizational structure on the utility of an entrepreneurial top management style. Journal of Management Studies, 25 (3), pp. 217-234

________. 1991. A conceptual model of entrepreneurship as firm behaviour. Entrepreneurship Theory and Practice, 16 (1), pp. 7-25

DESS, G., LUMPKIN, G. and McGEE, J., 1999. Linking corporate entrepreneurship to strategy, structure and process: Suggested research directions. Entrepreneurship Theory and Practice, 23 (3), pp. 85-102

DESS, G., LUMPKIN, G. and COVIN, J., 1997. Entrepreneurial strategy making and firm performance: Tests of contingency and configurational models. Strategic Management Journal, 18 (9), pp. 677-695

DOTY, D., GLICK, W. and HUBER, G., 1993. Fit, equifinality, and organizational effectiveness: A test of two configurational theories. Academy of Management Journal, 36 (6), pp. 1196-1250

DRUCKER, P., 1959.  Long-range planning. Management Science, 5 (3), pp. 238-249

EBBEN, J. and JOHNSON, A., 2005. Efficiency, flexibility or both? Evidence linking strategy to performance in small firms. Strategic Management Journal, 26 (13), pp. 1249-1259

FAHEY, L. and CHRISTENSEN, H., 1986. Evaluating the research on strategy content. Journal of Management, 12 (2), pp. 167-183

FLICK, U., 2006. An introduction to qualitative research: Third edition.  London. Sage Publications Ltd.

FOURAKER, L. and STOPFORD, J., 1968. Organizational structure and the multinational strategy. Administrative Science Quarterly, 13 (1), pp. 47-64

GIMENEZ, F., 2000. The benefits of a coherent strategy for innovation and corporate change: A study applying Miles and Snow’s model in the context of small firms. Creativity and Innovation Management, 9 (4), pp. 235-244

HAMBRICK, D., 1983. Some tests of the effectiveness and functional attributes of Miles and Snow’s strategic types. Academy of Management Journal, 26 (1), pp. 5-26

________.  2003.  On the staying power of Defenders, Analyzers, and Prospectors. Academy of Management Executive, 17 (4), pp. 115-118

KETCHEN, Jr., D. et al., 1997. Organizational configurations and performance: A meta-analysis. Academy of Management Journal, 40 (1), pp. 223-240

KETS DE VRIES, M., 1977. The Entrepreneurial Personality: A Person at the Crossroads. Journal of Management Studies, 14 (1), pp. 34-57

MERZ, G. and SAUBER, M., 1995. Profiles of managerial activities in small firms. Strategic Management Journal, 16 (7), pp. 551-564

MILES, R. and SNOW, C., 1978. Organizational strategy, structure and process. New York: McGraw Hill Book Company.

MILLER, D., 1983. The correlates of entrepreneurship in three types of firms. Management Science, 29 (7), pp. 770-791

MILLER, D. and FRIESEN. P., 1980. Momentum and revolution in organizational adaptation. Academy of Management Journal, 23 (4), pp. 591-614

MINTZBERG, H., 1973. Strategy-making in three modes. California Management Review, 16 (2), pp 44-53

________. 1978. Patterns in strategy formation. Management Science, 24 (9), pp. 934-948

________. 1994. The rise and fall of strategic planning. New York: The Free Press.

O’REGAN, N. and GHOBADIAN, A., 2006. Perceptions of generic strategies of small and medium sized engineering and electronics manufacturers in the UK. The applicability of the miles and snow typology, Journal of Manufacturing Technology Management, 17 (5), pp. 603-620

PARNELL, J. and HERSHEY, L., 2005. The strategy-performance relationship revisited: The blessing and curse of the combination strategy. International Journal of Commerce and Management, 15 (1), pp. 7-33

ROBINSON Jr., R.  and PEARCE II, J., 1988. Planned patterns of strategic behaviour and their relationship to business-unit performance. Strategic Management Journal, 9 (1), pp. 43-60

THOMAS, A. and RAMASWAMY, K., 1996. Matching managers to strategy: Further tests of the Miles and Snow typology. British Journal of Management, 7 (3), pp. 247-261

THOMAS, H. and VENKATRAMAN, N., 1988. Research on strategic groups: Progress and prognosis. Journal of Management Studies, 25 (6), pp. 537-555

VELIYATH, R. and SHORTELL, S., 1993.  Strategic orientation, strategic planning system characteristics and performance. Journal of Management Studies, 30 (3), pp. 359-381

VENKATRAMAN, N., 1989. Strategic orientation of business enterprises: The construct, dimensionality and measurement. Management Science, 35 (8), pp. 942-962

WIJEWARDENA, H. et al. 2004.  The impact of planning and control sophistication on performance of small and medium-sized enterprises: Evidence from Sri Lanka. Journal of Small Business Management, 42 (2), pp. 209-217

WIKLUND, J., 1999. The sustainability of the entrepreneurial orientation – performance relationship. Entrepreneurship Theory and Practice, 24 (1), pp.  37-48

WIKLUND, J. and SHEPHERD, D., 2005. Entrepreneurial orientation and small business performance: A configurational approach.  Journal of Business Venturing, 20 (1), pp. 71-91

WOOD Jr., R. and LAFORGE, L., 1979.  The impact of comprehensive planning on financial performance. Academy of Management Journal, 22 (3), pp. 516-526

WOODSIDE, A., SULLIVAN, D. and TRAPPEY, R., 1999. Assessing relationships among strategic types, distinctive marketing competencies, and organizational performance. Journal of Business Research, 45 (2), pp. 135-146

ZAHRA, S. and PIERCE, J., 1990. Research evidence on the Miles-Snow typology. Journal of Management, 16 (4), pp. 751-768

ZAHRA, S. and COVIN, J., 1995. Contextual influences on the corporate entrepreneurship – performance relationship: A longitudinal analysis. Journal of Business Venturing, 10 (1), 43-58








































An Analysis of the Predominant Dimensions of Strategic Behaviour for Small Firms in Malta
Page 1 of 13


