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Abstract of Thesis

This study investigates the marketing of software products and services in micro and
small firms. The nature of the software product means that it is that it is an
‘intangible’ product. Firms 1in this study offer both a product and a service software
solution which often incorporates project management, consultation and after sales
support. The nature of the research problem therefore requires a review of a number
of disciplines including Entreprencurial Marketing (EM) and SME marketing. These
concepts are especially pertinent to small firms operating in highly competitive and

innovative markets as they attempt to build market share by delivering a high quality

service with innovative solutions.

The research approach employs an integrative multiple mix of qualitative
methodologies. This method includes an extended case study of a micro sized
software technology firm and a survey of the UK educational software sector in
which 1t operates. The study also includes exploration of owner-manager networks
and the customer’s view of the IT purchase decision. An empirically and
theoretically developed ‘EMICO’ framework which lies at the heart of this thesis and
is used for investigation of EM activities and behaviours in small software
technology firms. This model is tested and consolidated using a purposive sample of

six micro and small software technology firms based in North Wales.

The findings reveal that these firms are highly customer and innovation oriented in
nature. Key issues for small firms in this sector include: the importance of project
planning, the use of IT knowledge infrastructures, building long term customer
relationships, managing customer expectations and, use of networks. Owner-

managers made use of a range of networks whilst firms used word of mouth (WOM)
recommendation, tending to be risk averse and low in competitor awareness but
using web based technology networks to glean information about new innovations

and changes in the marketplace.

I1



This thesis makes a significant contribution to the EM literature in first developing
and then refining the ‘EMICO’ framework, a new qualitative research framework
with which to investigate entrepreneurial marketing activities and behaviours in
SME:s. Up until now there has been very little research focussed on the software
technology sector with specific reference to SMEs, and so this thesis also extends

knowledge and contributes to the literature in the area.

The thesis makes significant contribution to the EM literature in developing and

refining the ‘EMICO’ framework, a new qualitative research framework with which

to investigate entrepreneurial marketing activities and behaviours in SMEs. The
thesis also further extends kowledge in respect of the SME marketing literature
where there is a paucity of research in respect of SME marketing in the software

technology sector.
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1.0 INTRODUCTION

This thesis 1s entitled ‘Entrepreneurial Marketing in small Welsh technology firms: an
empirical study.” The research project began in October 2005 and was funded by the
European Social Fund (ESF) Objective One Program and involved a partnership
between the researcher from Bangor University and a micro Welsh software technology
company, referred to in this thesis as Company A, which is the subject of an extended

case study in this thests. ESF Objective One funding was provided as this small to
medium enterprise (SME) is based in a designated area of deprivation which has been
identified as an area for regeneration. The main aim of this ESF PhD project is to
provide expertise to businesses in the North Wales area and increase the research
capacity of SMEs; whilst providing the PhD student with the opportunity to complete

research within the local community. This project offered an opportunity for extended
research with Company A which is ethnographic in nature. The owner-managers and
employees have been closely involved throughout the research process, with the piloting
and refining of research approaches and theory building. They therefore played a pivotal
role in the research project, particularly in informing the early exploratory phases of the
research and in the development and construction of a qualitative research model for
exploring entrepreneurial marketing (EM) in technology firms which lies at the heart of

this research project.

The first chapter introduces the research project and provides an overview of the thesis.
e Section 1.1 outlines the aims of the research project.
e Section 1.2 describes the objectives of the research.
e Section 1.3 presents the research rationale.
e Section 1.4 describes the background to the research.
e OSecction 1.5 summarises the methodological approaches.
e Section 1.6 presents the sequential logic of the thesis.

e Section 1.7 provides proposals for the thesis contributions.



1.1 Aim of the Research

The aim of this research is two fold:

e To contribute to the literature on EM and SME marketing in respect of small

software technology firms.

e To make a contribution to our understanding of how small software technology
firms market; their activities, behaviours and key issues for small firms in this

SCCLOr.

The research of micro and small technology firms was carried out in the area of North
Wales as this geographic area falls within the ESF Objective One program area. All the
firms are based in technology business parks in different locations across the region. The
parks have been established in the area to incubate new ventures and encourage business
growth and innovation in the region. Such business development of SMEs is seen by the
Welsh Assembly Government (WAGQG) as vital for the region in terms of developing
business capabilities, raising employment levels and instrumental for regional
development in Wales. Innovation for firms in this context refers to firms who develop
innovative technology products or services and, in the case of this research micro and

small firms who develop and sell bespoke software technology products and services.

Although the business environment in North Wales is a geographically remote location,
technology firms may be more suited to this location than other new ventures and SME
firms in other sectors because they do not suffer logistical constraints of product
delivery; having the advantage that the nature of the product allows them opportunities
to sell their products and services to much wider markets, across the UK and even
globally. This is because the logistical requirements for the software product are
relatively low and therefore software technology firms are less affected by remote

geographical location than other business sectors in North Wales.



Research of SME s illustrates that firms often suffer inherent business constraints that
may limit their capability to compete in the marketplace. Small firms are unlikely to
have a designated marketing resource (Carson et al., 1995) whilst the marketing of the
software product offers challenges of its own. In the case of new product developments
(NPDs) the preparation of the market to create demand for the product is a costly and
time consuming exercise. As the purchase of software product and support services can
be a high involvement decision, particularly in business-to-business markets (B2B)
where the performance of the product affects the performance of the business, the
decision to purchase requires confidence on the part of the purchaser in the technology
firm. For small firms without a recognised brand they need to use other methods to
promote and sell their software. The marketing role in the small firm tends to rests solely
with the owner-manager who 1s the salesman and ‘face of the firm,’ therefore the firms
ability to market relies on the entrepreneurs personality and his or her approaches to

marketing.

Software technology firms operate in market environments which have a fast pace and
where there are demands for frequent NPDs and innovative incremental improvements
to software. The speed of change in technology markets also offers challenges to
software firms who need to keep ahead of the market or lag behind and risk losing
business opportunities. Firms managed by entrepreneurs are more likely to respond to
changes in the market and to look for opportunities in the market (Morris et al., 2002)
therefore entrepreneurial technology firms are more likely to succeed in the marketplace.
Firms which operate in this sector experience the effects of speed of change and
innovativeness in the software sector which creates a tendency for ad hoc marketing of

new or improved products when launching and marketing innovative technological

solutions (Barry and Lang, 2001).

Given the issues outlined, the difficulties of marketing within the small business context
and the challenge of marketing software products, the key research questions posed by
this investigation are: how do micro and small software firms market in this industry

sector; what activities and behaviours do they exhibit and, what are the key issues for



these firms? The software industry was chosen for the focus of this research and the
extended case study of Company A allows for holistic exploration of the concept of EM
and SME marketing within this context. Research emanating from this study together
with the extant literature on EM provides a useful platform for this research as it
identifies the interface between marketing, entrepreneurship and innovation, seemingly
important elements in the marketing of software technology products.

The study was widened to include the research of other micro and small software
technology firms in the North Wales area using a qualitative research model developed
from the early part of the research study. The ‘EMICO’ framework has been constructed
using a comprehensive review of the wider literature and forms the major contribution to
this thesis. The framework was constructed because the findings from the extended case

and the EM and SME literature suggested that small technology firms market differently

from larger firms in the sector.

Currently the mainstream marketing literature does little to recognise the complexities
that surround marketing in small technology firms, and there also a paucity of research
of the marketing of software technologies particularly in the SME marketing domain. It
is proposed that firms like these face additional challenges and have different demands
made of them than for example, manufacturing SMEs where the external environment is
likely to offer much greater stability in the marketplace and where the demand for
innovative practice is relatively low. Mainstream marketing researchers have tried to
measure a firms market orientation (MO), but despite the plethora of MO scales
presented in the literature (Kohli and Jaworski, 1990; Narver and Slater, 1990) none of
these frameworks or scales of measurement address the need for entrepreneurial activity
or innovative techniques required for the software technology market and, although
there have been some MO scales developed specifically for smaller firms, these fail to
take into account the specific competencies and behaviours that exist in technology
firms. This may be partly explained because such scales were developed in the early
1990s when few could imagine that so many firms would now operate in these markets,
and also because the literature on innovation, marketing and entrepreneurship that is

encapsulated under the concept of EM is still very much a developing paradigm.



This research is therefore important because it addresses a gap in the EM and SME
marketing literature in relation to small firms and the marketing of software products.
The aims of this exploratory research have been undertaken using an integrative multiple

mix of methodologies whereby different aspects of the research problem are considered
(Carson et al., 2005).

1.2 Research Objectives

The research aims are underpinned by a set of specific objectives which were aligned to

the study. The specific research objectives were as follows:

e To explore the business and marketing activities of software technology firms.

e To carry out an extended case study of a software technology firm using
participant-observation and investigating owner-manager networks.

o To gauge the perceptions of a software firms key customers and to investigate
the software service support relationship from a dyadic point of view (supplier to
customer).

e To survey the UK educational software sector and compare the marketing
activities of both large and small firms in terms of perception of market
challenges, attitudes and approaches to marketing.

e To develop an empirically and theoretically based qualitative research
framework that will capture the EM activities and behaviours existing in small
software technology firms.

e To test and refine the framework using a purposive sample of software
technology firms to produce a valid instrument for exploring EM in technology
sectors.

e To discover the EM attitudes and behaviours exhibited in small software

technology firms in Wales and the key issues for these firms.




1.3 Rationale for the Research

The rational for this research is twofold: firstly there are several gaps in the existing
literature. There is a lack of research in the following areas; SME research and the
marketing of software technology products and services. EM and a lack of suitable

marketing and entrepreneurial marketing orientation frameworks with which to

investigate EM in small firms.

The second rationale for this research is that these insights will identify the key issues in

respect of business and marketing for small firms in the technology sector.
1.4 Background to the Research.

Researchers at the EM interface observe that the key for business survival in a global
economy is constant change and innovation which has become a necessity for firms in a
new era of competitiveness (Bjerke and Hultman, 2002). This research project focuses
on software technology firms that operate in high speed, competitive markets and need
to compete by delivering high quality innovative solutions. These aspects make
particular demands on smaller firms in the market who are required to deliver innovative

products and services with limited budgets and resources. Small firms are noted in the

literature for suffering from inherent lack of resources such as business and financial
constraints together with a lack of specialist marketing expertise (Carson et al., 1995;
Gilmore et al., 2001; Sui and Kirby, 1998) whilst technology firms in the software sector
face the additional challenges of operating in competitive, volatile and high speed

environments.

MO research investigates a firm’s orientation towards a range of different marketing
activities. The research of MO in respect of hi-tech and technology firms has tended to
focus on the interrelationships of MO and innovativeness (Romijn and Albaladejo, 2002;
Verhees and Meulenberg, 2004) and MO and entrepreneurial orientation (EO) (Renko,
2006). Although technology firms have been noted for their technological




entrepreneurship activity (Shane and Venkataraman, 2003), there has been little research
from the EM standpoint, where technology firms and the concepts of marketing,
entrepreneurship and innovation are recognised as working together under the paradigm
of EM (Hills et al., 2008) and may offer some solutions to the difficulties in leveraging

products and innovations in the marketplace (Hausman, 2005).

SME literature acknowledges the limitations that SME businesses face yet there is very
little comparative research as to the differences between large and small firms and their
approaches to marketing. This is surprising given the fact that researchers describe small
firms as marketing in a totally different way from large firms and therefore should be
treated differently (Hill, 2001). Research of the educational software sector provides an
opportunity to investigate those differences in attitudes and activities. It also offers an

opportunity to identify the perceived positive and negative aspects of being a small firm.

Currently MO scales preclude certain aspects of SME activity. They particularly ignore
the intrinsic value of networks for small firm marketing. EM researchers have 1dentified
a need for a new approach to MO that takes into the account the use of networks in the
market orientation of small knowledge intensive, entrepreneurial firms (Renko, 2003).
The use of networks is well established in the SME marketing literature (Carson et al.,
1995; Gilmore et al., 2001) whilst the use of networks that enable access to external
resources and gain competitive advantage are described as being the essence of
entreprencurship and a distinguishing factor between fast and slow growth firms (Jarillo,
1989). Development of relationships and networks provide valuable resources for firms
(Hills and Hultman, 2006) and create extra business, marketing and innovation

competencies for small firms (Jarillo, 1989; Stevenson et al., 1994; Timmons, 1994).

Technology firms need to ensure a comprehensive approach to marketing that
maximises opportunities in the marketplace, facilitates innovative practice and
recognises threats from competitors and other issues in the marketplace. It is also
important that such marketing approaches include a customer orientated approach which

will retain existing customers as well as attracting new customers through developing




long term relationships (Gronroos, 1997). This is particularly important for technology
firms supplying valuable software services and forms a fundamental part of their
innovation strategy as customers are increasingly willing to assist with the development
effort (Prahalad and Ramaswamy, 2000) by participating in co-creation of new products

and incremental software product innovations.

Frequently small firms adapt to their business constraints by adopting less traditional

marketing approaches than are observed in the main stream marketing literature. How

small firms manage to meet the significant challenges of the software technology sector
has so far remained relatively unexplored. Therefore this research proposes the

‘EMICO’ framework a qualitative research framework with which to study EM in small

technology firms which will identify the sorts of EM attitudes and behaviours exhibited

in small software firms and allow identification of key issues for firms in this sector.

1.5 Summary of the Methodology.

This research uses an integrative multiple mix of methodologies, based on a qualitative
research design (Carson et al., 2005) which has been employed throughout this research
study. An extended case study of Company A formed part of the exploratory stage of the
research. The researcher took a holistic approach to the research which included
participant-observer research. This research involved attendance at meetings, formal and
informal interviews with the owner-managers and employees at different stages of the
study and attendance with the firm in its marketing activities at exhibitions and
conferences. As networking activity was observed in the firm the operational owner-
manager was also interviewed about his use of networks in relation to capacity building
for the firm. The researcher also carried out interviews with eleven of Company A’s key
customers. This provided useful insights into customer perceptions, attitudes towards

using a small firm and the issues associated with the software purchase.

The researcher spent time with the firm, attending meetings and interviewing the owner-

managers and employees. The researcher also observed the firm while it was marketing




at exhibitions and conferences. During this period the researcher carried out a survey in
the educational software sector which included an analysis of competitors and semi1
structured in-depth interviews with respondents in sixteen large and small companies
who operated in the educational software sector. These interviews provided valuable
insights into challenges for firms in this sector and identified differences in marketing
attitudes and activities between small and large firms. Findings from this research
indicated that small software technology firms differ from larger firms in how they
market, particularly in the case of Company A who used entrepreneurial networks to
build capacity in business, innovation and marketing and appeared particularly

innovative and customer centric in their approach. These were areas that merited further

investigation.

A tool for qualitative research investigation was sought by the researcher. Despite
widespread acceptance that small firms market differently and the popularity of MO
measurement scales, investigation of the MO literature confirmed that there had been
very little adaptation of mainstream MO scales for use in small firms and even fewer
qualitative research investigations. As the MO literature could not offer any suitable
qualitative frameworks with which to investigate the unique activities and behaviours
associated with Company A, the literature on EO, innovation orientation (I10), customer
orientation (CO) and sales orientation (SO) was investigated. These literatures were
investigated as they contained elements of the literature which appeared to reflect some
of the marketing approaches used by Company A. As there were no suitable scales or
frameworks within these literatures and as the EM literature is still a developing
paradigm with no specific scale or framework, it highlighted the need for development
of a new model which would enable in-depth investigation of marketing activities and

behaviours in small software technology firms.

A framework was developed which would investigate not only the firm’s business and
marketing activities but also an understanding of what lies behind the rationale for these
practices (Blankson et al., 2006). The ‘EMICO’ framework was built from existing

scales of measurement and the EM literature. Fifteen framework dimensions with




underpinning descriptors (descriptive statements or phrases) were constructed from the
literature. These were tested and consolidated using purposive sampling procedures
(Shaw, 1999). Twenty one respondents, both owner-managers and employees from six
software technology firms were used in the sample, including respondents from
Company A. The interview approach included a ‘card game’ methodology (Miithel and
Hogl, 2007) and prioritisation of the dimension cards by respondents. This process was

pilot tested with Company A.

Using respondent statements the ‘EMICQO’ framework dimensions were validated and
confirmed. The underpinning descriptors were then refined. Dimensions were then
prioritised under ‘en vivo’ codes; ‘critical,” ‘very important,” ‘important,” ‘need to do
more of this,” ‘not sure,” ‘less important,’ ‘not important’ and placed on coding matrices
(Miles and Huberman, 1994). The research findings were recoded by another researcher

and findings confirmed.

1.6 Structure of the Thesis

Chapter Two provides a review of the literature which underpins this thesis. Therefore
literature in the following areas is discussed; EM, SME marketing, B2B marketing,
Services Marketing, Relationship Marketing (RM), the marketing of hi-tech products

and more specifically, the marketing of software products and services.

Chapter Three explains why there is a need to develop a new model for exploring EM.
This chapter describes the development and construction of the ‘EMICO’ framework
and explains how this model will enable research investigation of EM activities and
behaviours in small software technology firms. The existing literature on EM orientation
is discussed and the literature used in construction of the model is presented. This
literature review includes the EO, MO, 10, CO and SO literature. This chapter then

describes the process of framework construction and presents the framework.
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Chapter Four describes the methodology used to explore the marketing activities and
behaviours that exist in a sample study of micro and small technology software firms.
The chapter introduces the research philosophy used in this research project and explains
the use of an integrative multiple mix of qualitative methodologies. This chapter also
describes the methodological approaches used in the extended case study of Company A
and the survey that was carried out in the educational software sector which focused on
marketing issues and comparison of small and large firm marketing activities. Finally,
the chapter explains the application of the ‘EMICO’ framework and card game

methodology which consolidates the framework dimensions and allows for research

exploration of EM in a sample of small technology firms.

Chapter Five then describes the qualitative research findings from the extended case
study, Company A. These include data extracted from owner-manager and employee
interviews, customer interviews and data from participant-observation during the case
study. The chapter also presents the findings from a survey of the UK educational
software industry which includes interviews with large and small companies in the
sector. The findings from both aspects of this research confirm that small software
technology firms market differently to large firms and this is therefore identified as an

area that requires further research investigation.

Chapter 6 presents the findings from the application of the proposed ‘EMICO’
framework with the sample study of six software technology firms. Firstly the firm data
and respondent data is presented, then the dimension validation process and the
priorisation of the framework dimensions is explained. Then, respondent descriptions of
each dimension and important issues affecting each of the dimensions are discussed. The
underpinning descriptors are identified and refined through this process. In the section
summary the most important dimensions for these firms are discussed. The most
important dimension was ‘understanding and delivering customer value’ and all firms
were focused on building long term customer relationships and aspects relating to
innovation. Finally, the predominant outcome of this chapter is the presentation of an

empirically tested and refined ‘EMICO framework which has been developed from the
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research and can be adopted by researchers for investigation of EM in SME technology

firms (Chapter 6, Figure 6.0).

Chapter 7 presents the key issues identified from the research findings from the sample
of software technology firms. Five key issues are identified for these firms. These are
‘IT knowledge infrastructures,” ‘project planning,’ ‘customer relationships,” ‘managing
customer expectations’ and ‘networks and relationships.’ These key issues impact on

one or more of the dimension descriptors.

In the final part of the chapter contributions to the research are proposed and discussed.

Chapter 8 revisits earlier chapters in order to draw conclusions from the research project.
Overall conclusions are drawn, recognising the original contributions that this research
and the ‘EMICO’ model has made to new knowledge in the areas of technology SME s,
SME marketing and EM. Managerial implications of this research are discussed, along
with recommendations for future academic research. Figure 1.0 explains the

synchronization of the chapters and the content of each chapter.

1. 7 Thesis Contributions.

Specifically this research makes contributions in the following five areas:

1. This research makes a contribution to the understanding of EM and SME
marketing in small software technology firms.

2. It makes a contribution to the understanding of small and large firm marketing
activities in a particular sector of the software industry.

3. Using ethnographic holistic research the research develops an understanding of
business and marketing in a specific software firm; owner-manager networks and
capacity building; customer perceptions of using a small firm and the software

purchase decision in a specific context.
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4. The ‘EMICO’ framework can be used to measure EM in small firms in

technology sectors; and may be developed for research in other sectors and 1n

larger firms.

5. This research makes a methodological contribution in using the card game
methodology with the ‘EMICO’ framework.

6. This research informs the research of Relationship Marketing (RM) and Services
Marketing as firms in this sector use RM strategies and supply software service

support that is integral to their product offering.

1.8 Summary Conclusion

The purpose of the Introduction is to provide the reader with all the important aspects of
the thesis, before embarking on the main body of the text. This chapter has detailed the
thesis title, aims and objectives, rationale and background and summarised the

methodology deployed to achieve the aims and objectives of the thesis.
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Figure 1.0: Synchronization of Chapters in the Thesis.

THEORETICAL & METHODOLOGICAL CHAPTERS
e (Chapter 2- Literature Review.

e Chapter 3- ‘EMICO’ Model Development.
e Chapter 4- Research Philosophy, Design & Methods.

FINDINGS CHAPTERS

e Chapter S-Company A & Marketing for Firms in the
Educational Software Sector.

e (Chapter 6- Entrepreneurial Marketing in Small

Technology Firms and refinement of the ‘EMICO’
framework.

o Chapter 7- Entreprenecurial Marketing in Welsh
technology firms: key issues and contributions.

CONCLUDING CHAPTER
e Chapter 8- Conclusion and Recommendations.




2.0 LITERATURE REVIEW

2. 1 Introduction

This chapter describes the literature used to investigate EM in small technology
software firms. The nature of the software product means that it is that it is an
‘intangible’ product. Firms in this study offer both a product and a service software
solution which often incorporates project management, consultation and after sales
support. The nature of the research problem therefore requires a review of a number

of disciplines including EM and SME marketing along with theories pertinent to this

research context. EM theory is especially relevant in this research context as small

software technology firms operate in highly competitive and innovative markets.

EM theory is placed before SME theory as the main contribution of the thesis is to
extend the knowledge and understanding of EM from the small firm perspective.
This then provides an opportunity to discuss SME theory and it’s contribution to the
knowledge of EM. Both these concepts form the basis for the major theoretical
underpinnings of this thesis. The literature relating specifically to the construction of

the ‘EMICO’ framework is discussed in Chapter 3. The following sections discuss

the relevant literature used in the thesis:

e Section 2.2 begins with a review of the EM literature mainly from the SME

perspective.
e Section 2.3 discusses the literature relating to the SME and SME marketing

literature.

o Section 2.4 then describes the contextual theories relating to this research.

These includes B2B marketing, Services Marketing, RM and hi-tech and

software marketing.

An overview of the literature is provided overleaf at figure 2.0:

15



Figure 2.0: Overview of the Literature

2.2 Theoretical foundations of Entrepreneurial Marketing
2.2.1 The roots of EM

2.2.2 Defining EM
2.2.3 EM theory and SMEs
2.2.4 EM behaviour and decision making

2.2.5 The marketing and entrepreneurship interface

2.3 SME research theory

2.3.1 Small firm characteristics and entrepreneurial influences
2.3.2 Business and marketing constraints for SMEs

2.3.3 Entrepreneurial marketing in SMEs

2.3.4 SME marketing and business performance

2.3.5 SME and entrepreneurial networks

2.4  Contextual theories

2.4.1 Business-to-Business marketing

2.4.2 Services Marketing

2.4.3 Relationship Marketing

2.44 Marketing of hi-tech and software products

2. 2 Theoretical foundations of Entrepreneurial Marketing

This section describes the foundations of the EM concept, developments in the EM

literature and the relationship between EM and SME marketing theories.
2.2.1 The roots of EM

The disciplines of marketing and entrepreneurship are traditionally viewed as two
separate academic disciplines. The development of the notion of EM began in 1982
at a research meeting with the American Academy of Marketing (AMA) and the

International Council for Small Business instigated by Gerry Hills, Professor of
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Entrepreneurship, University of Illinois, Chicago. In 1986 a second symposium was
held and was legitimised by marketing researchers. Since then there has been
continued research at the interface between entrepreneurship and marketing with
annual symposiums of the American Marketing Association Special Interest Group
(AMA SIG) and in 1995 when the first Academy of Marketing (AM) conference was
instigated in the UK. In 1999 the Journal of Research in Marketing and
Entrepreneurship (JRME) an academic journal dedicated to EM was set up and this,
together with the ‘blue books’, annual publications from the AMA SIG conferences
have provided a historical perspective on the development of research at the
marketing and entrepreneurship interface. Both publications have proven to be a

valuable source of information in the development of this EM research enquiry.

2.2.2 Defining EM

EM is viewed both as an essential part of the emerging entrepreneurship discipline
and also as a new school of marketing thought within the marketing discipline. EM
has obtained significant academic legitimacy in the past decade, partly because
empirical research has documented important differences between entrepreneurial
marketing and traditional marketing practices (Hills and Hultman, 1999; Hills et al.,
2008). Two definitions of the EM concept are drawn from well known researchers in

this field:

‘‘Entrepreneurial marketing is a spirit, an orientation as well as a process of
passionately pursuing opportunities and launching and growing ventures that
create perceived customer value through relationships by employing

innovativeness, creativity, selling, market immersion, networks and
flexibility.”” (Hills and Hultman, 2008, p.3).

““The proactive identification and exploitation of opportunities for acquiring
and retaining profitable customers through innovative approaches to risk

management, resource leveraging and value creation’’
(Morris et al., 2002, p. 5).

Hills and Hultman (2006, p.230) suggest a structure of EM research using three

comparative groups of existing thoughts, empirical observations and emerging

theories. These are:

e Marketing in SMEs and in the early stages of an organisation’s development.
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e As an umbrella for a number of existing marketing techniques and methods.

e As a strategic contribution for gaining competitive advantage in firms.

2.2.3 Entrepreneurial Marketing theory and SMEs

The contribution of SME theory to EM is described by Hills and Hultman as follows
(2008, p. 6):

‘‘to identify how small businesses behave in the marketplace and generate
normative principles for SME owner-managers. This type of marketing is not
necessarily growth orientated. Instead marketing is regarded as much

determined by the personalities, goals and preferences of the small enterprise
owner-manager. Decisions are made with the limited information available and
marketing is implemented with limited resources.’’

Carson (2005) defines EM research as being on a continuum (figure 2.1). At one end
of the continuum the research can be regarded as an area where traditional marketing
theories can be applied to SMEs (the left hand side). Researchers at this end of the
continuum advocate that entrepreneurial firms utilise the same marketing thinking,
which means that research is in the same paradigm but applied differently when
compared to large firms. This is described as not a different theory but a different
application of the theory (Carson, 2005; Hills and Hultman, 2006). At the other end
of the continuum, research has its focus on EM and its unique aspects. At this end of
the continuum research is based on entrepreneurial behaviour and fast growing

companies.

EM viewed from this perspective is described as being completely different from
marketing management in that it is not based on planning, linearity and rationality

(Hills and Hultman, 2006). Hills and Hultman (2006, p. 221) assert:

‘‘Entrepreneurial marketing behaviour can therefore be explained using
traditional marketing concepts ands words, but can never be understood
without including aspects of entrepreneurship theory.”’
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Figure 2.1: Entrepreneurial marketing research continuum.

— —_—»

No paradigm A continuum Strong paradigm
Figure 2.1: Extracted from Hills and Hultman, 2006, p. 221, adapted from Carson,
2005.

The relationship between EM and SME marketing is described in greater depth from
the SME perspective in Section 2.3.3.

2.2.4 EM behaviour and decision making

Researchers identify entrepreneurial behaviour as a broad term that refers to
entrepreneurship, intrapreneurship and entrepreneurial organisations (Gardner,
1994). The observation of entrepreneurial software firms indicates that successful
firms often act differently and do not undertake traditional marketing approaches.
Such EM behavioural characteristics are identified by Hills and Hultman (2005, cited
in Hills and Hultman (2006, p. 222):

e Marketing permeates all levels and functional areas of the firm.

e Marketing decisions are linked to personal goals and long-term performance.
e Flexible, customisation approach to market.

e Speedy reaction to shifts in customer preference.

e [Exploit smaller market niches.

e Customer knowledge based on market immersion/interaction.

e Marketing tactics are often two-way with customers.

e Planning, or lack of, occurs in short incremental steps.

e Vision and strategy are driven by tactical successes.
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¢ Founder and other personalities are central to marketing.

e Marketing decisions based on daily contacts and networks.

e Formal market research is rare.

e Focused on proactively creating and exploiting markets.

e Inherent focus on recognition of opportunities.

e (Calculated risk taking in new ventures.

e Reliance on intuition and experience.

e Product/venture development is interactive, incremental, informal and with
little research analysis.

e A role for passion, zeal and commitment.

o Strives to lead customers.

o Value creation through relationships and alliances.

e Marketing based on personal reputation, trust and credibility.
o Innovation in products/services and strategies.

o Heavy focus on selling and promotion.

Some of these behavioural characteristics identified as EM also relate to
characteristics identified in other disciplines, particularly network theory and RM
theory. There is a consensus in the entrepreneurial literature as to an entrepreneur’s
main personality traits. They are viewed as innovative, calculated risk takers,
proactive and opportunity driven (Covin and Slevin, 1994; Kirzner, 1973; Miller and
Friesen, 1983). Figure 2.2 overleaf, illustrates how EM behaviour is influenced by
the entrepreneurial thinking and decision making characteristics of the entrepreneur
(Hills and Hultman, 2006). Arguably the elements in the right hand box would apply
in general to most firms whether they are entrepreneurial or not. However, the box
on the left of the model illustrates Hills and Hultman’s assertion that where decisions
in an entrepreneurial firm differ is in the entrepreneurial thinking and decision
making of the entrepreneur as oppose to a management decision made by a non

entrepreneur.
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Figure 2.2: Entrepreneurial decision making effect on EM behaviour.

Entrepreneurial

Entrepreneurial

thinking/decision marketing behaviour
making e Product
e Proactive e Place |
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e Innovative e Price
e Opportunity ¢ Per§9nnel
oriented e Politics

Figure 2.2: extracted from Hills and Hultman, 2006, p. 224.
2.2.5 The marketing/entrepreneurship interface

Research at the marketing and entrepreneurship interface has identified overlaps
between the two concepts (Collinson, 2002; Omura et al., 1994). Both dimensions
are change-focused, opportunistic and innovative in their management approaches.
Many entrepreneurial actions closely relate to marketing theory; the identification of
new opportunities; applying innovative techniques to bring the product/service to the
marketplace and; successfully meeting the needs of a chosen target market.
Innovation 1s also 1dentified as an important element of the EM concept, as a process

for commercializing inventions. Gardner (1994, p. 37) observed:

‘‘the interface of entrepreneurial behaviour and marketing is that where
innovation is brought to market. Marketing’s role in innovation, then, is to
provide the concepts, tools, and infrastructure to close the gap between
innovation and market positioning to achieve sustainable competitive
advantage.”’

Hills and Hultman (2006) propose that innovation can also be used as a tool that
provokes change in the market, providing it results in better value than existing
solutions. They assert that there are many examples of entrepreneurial firms that
grow through the intentional use of innovations. The theoretical interface between

marketing, innovation and entrepreneurship and their overlap, is presented below in

Hills and Hultman’s model (figure 2.3).
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Figure 2.3: The theoretical model of the research field for EM.

Innovation

Marketing Entrepreneurship

Figure 2.3: extracted from Hills and Hultman, 2006, p.227.
2.2.6 EM and the customer value concept

The EM concept is also described as being founded on the concept of customer value
and is a value creation process. The creation of customer value is also a fundamental
concept of both marketing and entrepreneurship theories. Customer value 1s not
produced solely by the seller or the buyer but emerges when the customer uses what
is required, as part of a co-creation process. The buyer must be active to exploit the
potential customer value that is embedded in each offering of product, services or
combinations of these. In stable markets, perceived customer value will become
established over time and is known as the ‘value 1o gic’ but a growing entrepreneurial

firm must engage in other methods such as customer knowledge based on immersion
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in the market and value creation through relationships and alliances (Hills and

Hultman, 2005).

This research project specifically focuses on the theoretical developments of EM 1n
the SME context, a specific research domain of EM identified by Hills and Hultman
(2006). This study does not focus on the early phases of new venture creation but on
the specific marketing characteristics exhibited by established technology firms.

Although small firms are not always entrepreneurial, SME research is regarded as

influential in the developing an understanding of EM.

2. 3 SME Research Theory

There has been increasing interest in the research of SMEs over the last two decades
(Blankson and Omar, 2002; Blankson and Stokes, 2002; Brooksbank,1991;
Brooksbank et al., 1999, 2004; Carson, 1990; Carson et al., 1995; Carson and Cromie
1989; Gilmore et al., 2001; Hill, 2001; Stokes, 1998). This section discusses selected

SME literature chosen for it’s relevance to this research context.

2.3.1 SME charactenistics and entrepreneurial influences

Due to their size, SME firms exhibit certain characteristics when compared to larger
firms. Size definitions vary in the literature. Nooteboom (1994) describes small firms
as having from between five and fifty employees while Verhees and Meulenberg
(2004) define a small firm as being run and controlled under direct supervision of the
owner, proposing that very small firms such as these can almost be treated as a
subset of SMEs. McCartan-Quinn and Carson (2003) define a small firm as one that
is independently owner-managed, of limited significance within the industry,
employing less than one hundred employees, where the owner-manager's
omnipresence creates a highly personalised management style. Eyre and Smallman,
cited in McCartan-Quinn and Carson (2003) refer to SMEsize definitions that are
based on guidance from the Commission of European Communities and the

European Network for SME Research:

e Micro: nought to nine employees
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e Small: ten to ninety nine employees
e Medium: one hundred to four hundred and ninety nine employees

o Large: five hundred or more employees.

It is necessary to distinguish firms who are SMEs as their characteristics often vary
from those of large firms, as Hill (2001, p.1) observed:

““SME:s are not firms of miniature size but, rather, they have their own specific
characteristics, which has a direct impact on the way they are operated and
managed.’’

Carson et al. (1995) describe SMEs marketing planning and decision making as
intuitive and not conforming to the more traditional planning models. Small firms are
described as non-bureaucratic and more flexible when compared to larger firms
(Carson et al., 1995; Nooteboom,1994) where private motives, business motives and
goals are more likely to be closely intertwined (Carland et al., 1984) and there 1s little
room for functional specialists (Carson et al., 1995). Researchers Schollhammer and

Kuriloff (1979 p. 179) define the characteristics of SMEs by:

o Scope of operations. Small firms serve predominantly a local or regional

market rather than a national or international market.

e Scale of operations. Small firms tend to have a very limited share of a given

market; they are relatively small in a given industry.
e Ownership. The equity of small firms is generally owned by one person, or at
most a very few people. Small firms tend to be managed by their owner or

OWINCIS.

o Independence. Small firms are independent in the sense that they are not part
of a complex enterprise system such as a small division of a small enterprise.
Independence also means that the firm’s owner-managers have ultimate
authority and effective control over the business, even though their freedom
may be constrained by obligations to financial institutions.

o Management style. Small firms are generally managed in a personalised
fashion. Managers of small firms tend to know all their employees personally,
they participate in all aspects of managing the business, and there 1s no

general sharing of the decision making process.
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Bird and Jelineck (1988) describe SME entrepreneurs as having certain
characteristics, abilities and perceptions, who carry out business activities in a
context that 1s conducive to venturing. Entrepreneurs are viewed as being in
possession of certain distinguishable attitudes such as a stronger sense of personal
worth and a stronger tendency to disregard many constricting social norms than
people in general. Abdner (1988) define EO as being created by an entrepreneurial
spirit which captures the spirit of adventure and creativity while Carson et al., (1995
p.58) describe entrepreneurship as:

‘‘a process, an actton oriented way of thinking and behaving, the focus of
which is innovation and change.’’

When exploring the differences between entrepreneurs and non-entrepreneurs
researchers have found that there were no significant differentiating features between
entrepreneurs and small business owner-managers (Brockhaus and Horwitz, 1986).
However, differences have been noted between small firms in hostile or benign
environments. Those 1n benign environments tend to be conservative in their
approach, whilst successful firms in hostile environments exhibit EO and organic
structure, with marketing characteristics that consist of a competitive profile and a

concern for predicting industry trends (Covin and Slevin, 1988;1989).

Covin and Slevin’s research suggests that a strong market and entrepreneurial
orientation occurs when other elements in the organisational system provide a
supportive context. The empirical results of Morris and Paul (1987) lends support to
this view, indicating that companies that score highest in terms of EO also tend to be
more market orientated, whilst at the same time suggesting that the marketing
activities of small firms tend to be related to their organisational culture that 1s, as
research suggests, defined by the entrepreneur. Overall, the body of evidence arising
from research of entrepreneurs and SMEs indicates that it is important to understand
the individual personality of the entrepreneur and the unique circumstances of that

enterprise (Bygrave, 1989; Chell and Haworth, 1992; Hill and McGowan, 1999;
Hofer and Bygrave, 1992).
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2.3.2 Business and marketing constraints for SMEs.

The small size of the firm also has an impact on SME business and marketing

performance. Carson (1985) identified three broad marketing constraints:

o Limited resources. Financial, marketing knowledge and time, may all

contribute to limited marketing activity in comparison with large companies

and large competitors.

o Specialist expertise. This may be a constraint because managers and
entrepreneurs in SMEs tend to be generalists rather than specialists.
Traditionally the owner-manager is a technical expert; he is unlikely to be
trained 1n any of the major business disciplines to be acquired by an
expanding SME; that is, finance and production experts usually precede the

acquisition of a marketing counterpart.

e Limited impact in the marketplace. This may be a constraint because SMEs
have fewer orders and fewer employees than larger companies. Consequently
the impact of the SMEs presence in an industry, geographical area etc. is
likely to be ltmited as a result of its size alone. Similarly, because of limited
resources and lack of marketing expertise, the impact on the media through
advertising and publicity will often be negligible in relation to larger

company activities.

The specific resources available and the capabilities of the firms can have etfect on a
small firm’s MO as resources for market intelligence generation are scarce, with no
resource available for a marketing specialist. Business and marketing operations are
driven and influenced by the owner manager; with marketing activities being highly
dependent on the marketing knowledge of the entrepreneur or owner-manager who
tends to be a generalist (Hogarth-Scott et al., 1996). Watkins and Blackburm (1986)
suggest that the craft-based skills of entrepreneurs, the subcontracting nature of small
firms and small customer base have constraining effects on the range and scope of
the marketing activities a small firm is able to undertake. After the start-up stage,
owner-managers often see selling the enterprise’s products and services as
unproblematic. Advertising and marketing research are frequently rejected because

owner-managers perceive them as expensive, difficult to quantify, and an indicator of
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a poorly run business (Watkins and Blackburn, 1986). This may explain why many
small firms appear not to have a strong market orientation and may be pulled into a

‘look after 1tself’ type of marketing by the external environment and the

organisational structure of the business (Sui and Kirkby, 1998).

2.3.3 Entrepreneurial marketing in SME's

Both SME and entrepreneurial marketing researchers have discovered that small
business owners and entrepreneurs undertake marketing in ways that do not conform
to standard textbook theory and practice (Stokes, 2000) with a general consensus in

the literature (Carson 1990, Carson et al., 1995; Ford and Rowley, 1979; Gilmore et
al. 2001) that the marketing behaviour of small firms is influenced by the personal

characteristics of the owner-manager. SME business constraints identified by
researchers offer some explanation as to why marketing differs in SMEs.
Researchers have found that small firms have had difficulty in applying marketing
concepts intended and developed for larger organisations (Freel; 2000). Carson et al.
(1995) and Nooteboom (1994) suggest that there are advantages of being small;
being flexible and able to respond quickly to changes and non-bureaucratic in their
overall approach. SMEs also have the ability to quickly gather market intelligence
and use this information as they are close to their markets. In this way employees and
customers can create vital, timely and inexpensive market information (Zontanos and

Anderson, 2004). This provides a critical advantage over large firms (Stokes et al.,

1997).

Carson et al.(1995) describe EM in SME:s as a distinctive style characterized by a
range of factors that include an inherently informal, simplistic and haphazard
approach. This marketing approach is a result of various factors including: small
size; business and marketing limitations; the influence of the entrepreneur; and, the
lack of formal organisational structures or formal systems of communication, with

sometimes no systems at all when it comes to marketing. Carson et al., (1995, p 155)

characterise EM in SME:s as follows:

o The stage of development of the firm. This will have a significant bearing on

the marketing activity. A young firm is likely to perform relatively simple

27



marketing, whereas a mature SME is likely to have refined marketing

activities.

e Restricted in scope and activity. Because of their small size, the influence of
the stage of development and their limited resources, SMEs are restricted in

the amount and kind of marketing activity in which they engage.

o Inherently informal. SMEs do not have formal organisational structures or

formal systems of communication. They may have no systems at all when it

comes to taking decisions on marketing.

e Simplistic and haphazard. Because of their small size and marketing
limitations etc., and because of the influence of the entrepreneur, marketing
decisions are likely to be simple and ad-hoc in the context of marketing.

e Responsive and reactive to competition. Because the SME cannot make a
large impact in its market place relative to it larger competitors, this
competition tends to influence much of the market decision making of

SME:s. Rather than reacting proactively, small firms tend to be reactive to the

competitors marketing activity.

e Opportunistic. One of the inherent advantages of SMEs marketing is the
ability to react quickly to seize new opportunities as they occur on the
market.

o Short term. For all these reasons and because SMEs tend not to have long-

term plans or horizons, most of their marketing decisions are short term.

The authors recommend that such characteristics of SME entrepreneurial marketing
are fundamental and should be recognised and exploited so that effective marketing
can be performed. Stokes (2000) explored the ways in which EM differs from
traditional marketing theory and found that entrepreneurs were innovation oriented,
being driven by new ideas and an intuitive market feel. Hill and McGowan (1999)
considered that the concept of entrepreneurship was best understood as a process, the
constituents of which are the entrepreneur, their persistent search for opportunities
which are usually grounded in the marketplace, and the efforts to gather the
resources needed to exploit these opportunities. They proposed that the main factors
which marked out the entrepreneurial character of the SME are innovation and

change; the risks people take; and the roles they play to bring change about.
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These are similar to those EM factors identified by Hills and Hultman (2006). Hill
and McGowan (1996) argue that without that entrepreneurial commitment,
determination, vision, energy, tolerance of risk and ambition, the entrepreneurial
process in the SME would not happen. In addition to these aspects, they also
observed that the constant etfort to obtain a fit between the elements of this dynamic
entrepreneurial process means that the decisions on research and planning in SMEs
will be characterised as largely confused, chaotic, unstructured, non-linear and time-

compressed, a view also espoused by Carson et al. (1995).

2.3.4 SME marketing and business performance.

Early economic theory was concerned with the viability of small firms and firm
growth. Stage growth models were proposed that initially failed to consider the
relevance of marketing competencies or environmental factors in relation to business
growth (Churchill and Lewis, 1983; Scott and Bruce, 1987) whilst authors such as
Tyebjee et al., (1983) recognised the correlation between marketing strategy and
small firm growth and therefore the importance for marketing in SMEs. They, like
Kotler (2003), proposed different marketing approaches for each stage of growth,
with the first stage described as EM where the founder relies on a network of
personal relationships, with products specifically designed for these customers, and

where management style is entrepreneurial and individualistic.

Carson’s (1990) ‘stages of marketing development’ model describes the evolutionary
changes in SME marketing. The model recognises that firms are most at risk in the
early stages of ‘reactive’ and ‘tinkering’ with marketing. During this period
entrepreneurs would realise that in order to develop the firm, certain marketing
activities appropriate to the firm would need to be carried out. Marketing activities
undertaken would be those which suited the entrepreneur owner-manager's
capabilities, specific situation and how the external environment affected the
business. This final stage identified in Carson’s model is described as the
‘entrepreneurial marketing’ stage. However, it is interesting to note that Churchill

and Lewis (1983) declared their stages growth model to be unsuitable for software
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firms where the likelihood of early and significant financial investment meant that

growth patterns for these types of firm may significantly differ.

Therefore from earlier growth-models which recognised the importance of
entrepreneurial traits and innovation grew the notion that although marketing
planning proved advantageous for small firms, they do not necessarily follow and
progress through any stages of market development. This is because of the
characteristics of small firms and the influence of the entrepreneur. Such variables as
organisational structure and the owner-managers marketing decision process and
behaviour cannot be 1gnored. Meanwhile the entrepreneur views the marketing
environment in the broadest sense while implicitly taking into account opportunities
and threats, competition, market segments and gleaning knowledge and information.
Similarly the entrepreneur implicitly includes all aspects of marketing, but in a way
that suits the firm, which in small businesses is often informal, unplanned and relies
on the intuition of the owner-manager (Blankson and Omar, 2003; Carson et al.,

1995).

2.3.5 SME and entrepreneurial networks

More recently there have been calls for a new approach to MO that considers the role
of networks in the MO of small knowledge intensive, entrepreneurial firms (Renko,
2003). Use of networks that provide access to external resources and gain
competitive advantage are described as the essence of entrepreneurship and a
distinguishing factor between fast and slow growth firms (Jarillo, 1989). Morris et
al.’s definition of EM (2002) included innovative approaches to marketing,
leveraging of resources and creation of value for customers in development of the
new EM paradigm. Arguably this requires considerable business acumen which
makes demands on entrepreneurial business owners and their small firms who are
likely to suffer from inherent limitations of business size, therefore the value of
resource leveraging (Hills and Hultman, 2006) and the use of networks for creating
extra business, marketing and innovation competencies for small firms cannot be
underestimated and requires further investigation, a view upheld by several

researchers (Jarillo, 1989; Stevenson, Roberts and Grousbeck, 1994; Timmons,
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1994). Wilson and Appiah-Kubi (2002) investigated entrepreneurial firms and their
networks and found that such firms would establish vertical or horizontal networks
at, or near, the start-up of the venture in order to support more aggressive, growth-
orientated strategies. These entrepreneurial firms that employed external resources
were far more opportunity driven and motivated to access such resources to enhance
their competitive positions. Wilson and Appiah-Kubi (2002) found that the age of the

firm appeared to have little significance on the network choices that were made.

Networks in the technology sector are viewed slightly differently as a firm’s focus on
technology may influence the entrepreneurial focus on growth, facilitated by the
entrepreneur’s commercial experience (Churchill and Lewis, 1983). The use of
networks for providing higher sales growth was confirmed by Freeser and Willard
(1990), who found that horizontal networks created strong sales growth which was
indicative of technical quality, market acceptance and the perception of differentiated
advantages. A view confirmed by Dubini and Aldrich (1991) and Hamel and

Pralahad (1994) who describe entrepreneurial behaviour in their network of contacts

as ‘resource leveraging’.

Ramachandran and Ramnarayan (1993) discovered that those entrepreneurs who
were pioneering and innovative entrepreneurs were more likely to use networking
behaviour than other entrepreneurs. Network exchange structures offered critical
resource leveraging opportunities where resources and competitive advantage can be
gained without incurring capital investment (Larson 1991, 1992). Advantages of
using vertically integrated networks included information exchange, innovation and
quality improvements, market and channel access, growth, cost savings, consistent
quality, extended credit terms and reputation effects. Network researchers discovered
that entrepreneurially managed professional firms were able to implement
incremental improvements by using vertical networks. These networks also created
organisationally embedded knowledge that was unique to the entrepreneur-supplier
relationship when compared to the professional manager-supplier relationship
(Lipparini and Sobrero, 1994). These factors resulted in the joint development of
radical and architectural innovations (Wilson and Appiah-Kubi, 2002) and superior

knowledge transference from ‘downstream’ technology firm channel partners to
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‘upstream’ technology ventures (Hernandez-Espallardo and Arcas-Lario, 2003, cited
in Renko, 2006).

Small firms in particular are found to exhibit inter-firm behaviours that rely on
decision making that is non-bureaucratic, informed, flexible and organic. This in turn
informs the learning culture and orientation of the firm (Carson et al., 1995:
Cegara-Navarro and Rodrigo-Moya, 2007). The SME network literature discusses
SME networks and alliances that enable a geographically based group of small firms
to compete with larger business on a more equal footing (Schindehutte and Morris,
2001). Personal contact networks (PCNSs), business networks, industry and marketing
networks have been also 1dentified by many authors (Aldrich et al., 1991; Aldrich
and Zimmer, 1986; Birley and Cromie, 1988; Carson et al., 1995: Gilmore et al.,
2001; Hill, 2001). The SME literature recognises that the building of effective
networks (Carson et al., 1995; Lindman, 2004; Storey, 1994) are also a key feature of
entrepreneurship (Collinson and Shaw, 2001), with the use of social networks as
informal and social linkages which provide a higher and more stable flow of
information and resources than formalised business network approaches (Premaratne,
2001). Rocks et al., (2005) observe that there are very few studies that indicate actual
size of marketing networks. Their subsequent research found that SME owner-
managers generally used business contacts rather than social contacts and these

provided an effective way to market during dramatic industry change.
2.4. Contextual Theories

This section of the literature review describes the contextual theories that support the

research of small software technology firms.

2.4.1 Business-to-business (B2B) marketing

The B2B literature provides a number of relevant concepts and models that support
this research study of Semantise and the educational software industry, particularly

in the areas of network relationships and supply chains, and the high specification

product purchase. Most notably, this area of the B2B research offers some insights
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into the marketing environment in which technology software firms operate and
therefore provides a contextual backdrop for this research.

The literature discusses the inter-relationship between consumer relations
(Gummesson, 1987) and network theory approaches in securing an effective supply
chain strategy (Brennan et al.,, 2007). The intrinsic value of networks is firmly
established within not only the SME and EM literature but also in the B2B literature.
Customer relationships, supplier relationships and other agencies such as government
agencies, universities, banks and other institutions are seen as influential to the firms
activities, connecting to a wider network where the firm remains embedded (Cook
and Emerson,1978; Granovetter, 1985). Large supplier firms often use intermediaries

and multiple routes to market, or ‘hybrid marketing systems’, where the size of the

firm negates the viability of direct customer contact:

“‘By using different types of intermediaries, a supplier’s dealings are directed
towards a reduced number of contacts, to their chosen third parties who then
handle some or all their exchanges or transactions’’

(Brennan et al., 2007, p.292).
This is particularly prevalent in the IT industry where there is an increasingly diverse
customer base (Cespedes and Corey, 1990; Gandolfo and Padelletti, 1999) and where
specialist applications are beyond the expertise of some companies. Value Added
Resellers (VARS) are now common in the IT industry where, for example, a
software application may be added to existing equipment:

‘“The reseller adds value by integrating, customizing, consulting, training and

installing products’’ (Brennan, 2007, p. 293).
Risk is an inherent feature of exchange in business markets, where managers have to
deal with uncertainty and possible negative consequences surrounding purchase and
supply decisions (Mitchell, 1995). The marketing of technology installations and
highly specialised business services such as the business software purchase can be
described as specialty products as they require effort on the part of the consumer in
not only acquiring the product, but also in the assessment and taking of high risk
decisions (Murphy and Enis, 1986). For the marketing of such products and services
firms are more likely to adopt a consultative sales approach (Marchetti, 2000);
identifying the gate keepers in the buying organisation who are viewed as a key
source of intelligence on requirements. The evaluation of business purchase

proposals for business purchasers varies depending on the complexity of the
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purchase and the perceived level of risk. Brennan et al., (2007, p. 35) illustrate how
the evaluation relates to both the product and the potential supplier by the use of an
adapted model based on that of Bevilacqua and Petroni (2007, p. 247, cited in
Brennan, 2007).

Figure 2.4: Supplier selection and evaluation
Criteria Weighting Supplier 1 _Supplier 2___Supplier 3

Financial stability

Total cost

Technological capabilities
Geographic location (s)
Cultural compatibility
After-sales technical support

Flexibility
TQM
JIT purchasing

Source: Adapted from Bevilacqua and Petroni, 2002, p. 247, citied in Brennan et al.,
(2007).

Brennan’s model uses a set of proposed evaluation criteria. These are, financial
stability of the firm; total cost of the purchase; the technological capabilities of the
product; the geographic location of the company; cultural compatibility between the
organisations; after-sales technical support; flexibility of the firm; the supplier’s

ability to conform to TQM procedures and; JIT purchasing.
2.4.2 Services Marketing

The Services Marketing concept (Gronroos, 2007), consists of more or less
intangible activities that sometimes, but not always, exist between the customer and
service employees, the physical goods and/or service systems of the service provider
which offer solutions to the customer’s problems. The marketing of software
technologies requires both elements of both product and Services Marketing
approaches because the software product is ‘intangible’. Extant research of
entreprencurs and SME owner-managers indicates that they tend to be adept at
developing close relationships with their customers and this provides a unique selling

proposition (USP) for small firms, particularly in the customisation of bespoke
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software for business customers. In this way the customer relationships that develop
are part of a co-creation process where the customer is involved as the co-creator in

the value process (Prahalad and Ramaswamy, 2004).

Services in business markets are far less researched than those in consumer market
places and such research there is focused on the buying process rather than the post-
purchase outcome (Tyler et al., 2007). Hakansson and the Industrial Marketing and
Purchasing (IMP) group (1982) made significant contributions to Services Marketing
research from a business perspective. They viewed services in the business market
context as service relationships and interactions with a systems view which
encapsulated inter-dependent companies and was based on the buying and selling
processes over time. Using this approach they explored the interactions, relationships

and network theories 1n business (Axelsson and Easton, 1992: Hakansson and

Snehota, 199)5).

The increasing interest in the context of Industrial Services Marketing has led to
increasing research of customer satisfaction within business services (Homburg and
Rudolf, 2001). Researchers recognise the need for trust and loyalty for the business
repurchase intention (Reicheld, 2003; Sharma and Patterson, 1999) while the
importance of managing customer expectations is a key element of the customer

valuation process when determining service quality (Groth and Dye, 1999).

The cultivation of trust is particularly important in service encounters because they
carry a certain degree of risk due to the intangible nature of the service product.
Researchers have often viewed the notion of trust in service relationships as
‘personality related’ (empathy, politeness and customer/service representative
similarity) or ‘performance related’ (customisation, competence, reliability, and
promptness). Coulter and Coulter (2003) propose that feelings of trust are more
broadly moderated by the customer’s knowledge and perceptions of the service
industry in question. They argue that personality related characteristics are much
more important in the development of trust, particularly where customers are
unfamiliar with the service industry. The literature regarding the notion of trust is

particularly significant in this research study as those purchasing in the educational
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software sector are described as ‘naive’ purchasers, having little knowledge or

expertise in the purchase of software products and services.

2.4.3 Relationship Marketing

RM grew from a range of marketing disciplines and was heavily influenced by the
Services Marketing literature and other areas of research, which has resulted in RM

reflecting:

‘‘a variety of themes and perspectives, some take a narrow, functional
marketing perspective, others appear to view it as a broad and somewhat
paradigmatic in approach and orientation.”’ (Parvatiyar and Sheth, 2000, p. 4).

Particularly influential papers were those of Gronroos, (1994) who described the
shift from the marketing mix to relationship building and management and
Gummesson, (1994) who, from a Services Marketing perspective described
movement from the 4Ps to the 30Rs. Egan, J (2008) describes Gronroos® (1994, p.9)
definition of RM as encapsulating most of the concepts, ideas and developments of
RM in the following statement:

‘‘identify and establish, maintain and enhance and, when necessary, terminate
relationships with customers and stakeholders, at a profit so that the objectives
of all parties involved are met; and this is done by mutual exchange and
fulfilment of promises.’”

This view implies that customers are also creating and benefiting from the value
created by the company. RM is perceived here as an ongoing process of identifying
and creating new value with individual customers and then sharing the value benefits
with them over the lifetime of the association (Gordon, 1998). Such a relationship
was described by Buttle (1996, p.148) as the sum total of the ‘meaning-filled
episodes’ where relational partners co-produce value. Authors such as Kotler, (1992)
viewed RM as a method of increasing organisational performance as part of a wider
concept that included relationships with all the significant stakeholders in a
company’s environment. This assumption was based upon the premise that without
successful organisational relationships with internal and external stakeholders the
organisation cannot serve their customers well, a customer centric approach used by

Christopher et al. in their six markets stakeholder model (1991). Day et al., (1998)
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researched RM using the transaction and relationship focus model (Christopher et al.,
1991). Day et al. (1998) concluded that firms which were identified as
entrepreneurial firms had a much greater relationship focus (figure 2.4). These firms
had much greater growth, maintained continuous personal contact with customers,
being able to communicate with them, determining customer needs and asking for
referrals. They also retained more of their customers than their competitors.

Stokes (2000) confirmed Day et al.’s findings by discovering that the building of
fruitful customer relationships were key to an entrepreneur’s success, in his research
study of entrepreneurs. He found that entrepreneurs valued their customer

relationships and invested considerable time with their customers and networks.

Figure 2.5: RM - entrepreneurial and non-entrepreneurial firms.

Questionnaire category Entrepreneurial SMEs
General SME profile Have almost twice as many full time employees

Schumpeterian behaviour Have been more focused on Schumpterian

innovative behaviour in the last year & appear to

wish to continue for the future

Growth Experienced greater growth in the last 3 years
I s o vl

Improvement from close relationships Achieved improvements by developing other
—— |

Importance of communicating with other Communicate to determine customer needs

Awareness of customer needs Are more aware of customer needs

Informing & training employees on customer

requirements

Cost associated with acquiring a new customer

Loyal category

Defection analysis Lose between 2-30% fewer customers from their

Do not use discount pricing as a promotional
strategy to gain new customers

Reward their employees with both monetary

schemes and non monetary schemes

Promoting employees based on performance &

experience

customer base compared to their competitors

Figure 2.4 extracted from Day et al., (1998, p.11).
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Development of a customer’s trust in the organisation means that customers are more
willing to recommend a service, but this is dependent on how well they are treated by
employees in the organisation (Eisingerich and Bell, 2007). This is reiterated in the
EM literature. For example Stokes (2000) found that entrepreneurs generated more
customers through personal recommendation and a word-of-mouth (WOM) strategy
which consisted of a ‘bottom-up’ approach. In this way WOM was used to target
customers and other influence groups, a niche marketing approach described by
Dalgic and Leeuw (1994) as attracting a customer group and looking for more of the

Same.

2.4.4 Marketing of technology and software products.

The importance of technology industries to knowledge-based economies has led to a

growth of research 1n these areas that embraces the following topics:

e Policy for promoting technology firms (Dodgson. 1988; Rothwell and
Rodgson, 1990;1992)

e The role of small technology firms in regional development (Harris, 1988;
Keeble, 1994).

e Marketing and new product development (Avlonitis et al, 1994; Hart et al.,
1999).

e Technology strategy and entrepreneurship (Bernasconi et al.,, 2006: Berry,
1996).

¢ Industrial co-operation (Dodgson, 1993; Hakansson, 1987).

Research of marketing in technology firms tends to focus on innovation, new product
development and business performance (Helander and Ulkuniemi, 2006; Im and
Workman, 2004; Narver et al., 2004; Salavou and Lioukas, 2003; Verhees and
Meulenberg, 2004). There 1s a need to develop the research base in this area as the
technology marketplace is characterised by unusually high levels of market and
technological uncertainties (Moriarty and Kosnik, 1989). These are defined by Mohr
(2001, cited in Mohr and Shooshtari, p.1):
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e A high level of market uncertainty, marked by customer anxiety about how to

use the product and what needs it needs to fill. This in turn affects new
technology adoption and uncertainty in sales forecasting.

e A high degree of technological uncertainty, marked by ambiguity over
whether the product will function as promised, whether it will be delivered on

time, and potential unintended/unforeseen consequences.

e A high degree of competitive rivalry, in which new technological
breakthroughs are frequently introduced by industry outsiders, whose

innovations and business strategies change the ‘rules of the game’.

e High R&D expenditures, which complicate pricing decisions and profitability

forecasts, particularly when combined with uncertain sales.

Marketing is made more complicated because of frequent changes in technology and
the demands of customers (Rao, 2005). Software customers are not sure of their
expectations due to the technical superiority of the software product and the business
purchaser’s lack of clarity about their end-user’s software requirements.
Accordingly, it is the responsibility of the software company to understand the needs
of both clients and end users. Sureshchandar and Leisten (2005, p. 17) propose four
key performance indicators (KPI s) for the measurement of customer satistaction:
e The core service (software product features).

e The human element of the service delivery.

o The systemisation/standardisation of the service delivery process (non-human

element).

e The ‘softwarescapes’ (infrastructures, facilities etc).

Appropriability is difficult in different business contexts, so successful market
implementation strategies need to have a sense of the market and customer-linking
capability (Rao, 2005). Market sensing allows for identification of the changes in
requirements of customers early on, ensuring a continuous stream of innovative
products and services. Customer-links refer to a set of interlinked skills that include
abilities, processes and procedures needed to respond to customer needs quickly with
minimum overhead and transaction costs, with investments in technology projects

critical to developing market-sensing and customer-linking capabilities. The role of
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networks are seen as invaluable for increasing marketing resources (Kulmana and
Uusi-Rauva, 2005) while role of customers in the creation process is espoused by

several researchers in the software technology field:

‘‘the role of customer involvement in the product teature as they play a decisive
role in determining the quality (or lack of it). Typically in the software industry,
most softwares are customized to meet the requirements of one customer and if
their needs are not addressed effectively, the system is bound to be a failure
regardless of its technical capabilities’’ (Caroll, p.16, 1995).
Other challenges for small software firms include having a large enough customer
base as production costs are high (Brereton and Budgen, 2000). There also needs to
be a guarantee of enough new sales volume to cover development and production
costs (Guntersdorfer and Kay, 2002). Alajoutsijarvi et al., (1999) recommend the use
of customer relationship management (CRM) skills that are characteristic of service
oriented project marketing (Helander et al., 2002). Such CRM skills are highly
appropriate in this context due to the nature of the software product. Alajoutsijarvi et
al., (2000) researched the challenges of marketing for small software firms and
assessed the value of customer relationships for software marketing. Alajoutsijarvi et
al., (2000) describe such firms as perceiving marketing mix management as ‘true’

marketing, whilst not considering long term relationships with their customers as

marketing.

Yet other researchers such as Boussouara and Deakins (1999) found that small hi-
tech businesses associated marketing primarily with dealing with customers,
developing products and developing new markets. Boussouara and Deakins
concluded that traditional marketing tools were inappropriate for small hi-tech

businesses. However, the social networks of entrepreneurs and strategic alliances

were wholly appropriate to this business context.

Berry (1996), describes small hi-tech firms as needing to undertake corporate
transformation from a technology driven approach to a market oriented philosophy.

Berry argues that unless strategic approaches to managing business and technology

are adopted then transformation within the firm will not occur. He describes SMEs

that fail to evolve towards a market-led organisation are those dominated by
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managers who are technologists. Therefore it 1s the strategic awareness of the

technology entrepreneur which is critical in the firm’s viability in the long term.
Akgun et al. (2004, p.43-435) found that successful projects in hi-tech SMEs had:
e A clearer more stable and supported project vision with a clear understanding

of customer needs and wants.
e A clear plan with measureable milestones
e Senior management support and a project champion.
¢ High teamwork atmosphere, sharing knowledge and information
o Wealth of tacit knowledge from earlier projects

¢ A balance of informal/formal communications (too much formal

communication had a negative effect).

e Process proficiency

The field of software development lacks reliable models to estimate the project’s cost

and time with precision however factors of cost, time, functionality and quality

remain the important criteria for assessing performance of software projects

(Agarwal and Rathod, 2006). Hall et al. (2007) explored the role of software

developers in project outcomes. Those with technical competence, interpersonal
skills and adherence to good practice had the biggest impact on software project
success. Ineffective communications with customers were frequently a factor of

software project failure.

2.5 Conclusion

This chapter has provided an overview of the literature used in the exploratory stages
of the research project. Section 2.2 and 2.3 explored fundamental aspects of EM and
SME theory. Section 2.4 discussed contextual theories that included research of
software technology firms and the marketing of software technologies for these
firms. The next chapter, Chapter 3 describes a further literature review that 1s used

for specific development of a model, the ‘EMICO’ framework.
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3.0 ‘EMICO’ MODEL DEVELOPMENT

3.1 Introduction

This chapter describes development and construction of the ‘EMICO’ framework to
enable research investigation of EM activities and behaviours in small software
technology firms.
e Section 3.2 explains why there is a need to develop a new model for exploring
EM.
o Section 3.3 presents the literature used to develop the ‘EMICO’ framework.
e Section 3.4 describes the process of the framework construction and presents the
framework.
The methodology relating to the application of the framework, confirmation of the
framework dimensions and the model’s use in the research of a sample of technology

firms is explained in Chapter 4, the research philosophy, design and methods chapter.

3.2 Development of the Model.

3.2.1 An overview

The ethnographic research of Company A allowed for close study of the research
phenomenon. Research observations showed that the case study company marketed
themselves differently from larger firms in the same sector (Jones and Rowley, 2009a).
The researcher wished to find a suitable model which would enable in-depth research of
EM activities and behaviours within a homogenous sample of software technology
firms. The researcher carried out a second literature review starting from the marketing

standpoint by researching the SME and MO literature. It was found that extant MO

scales were unsuitable for this research for a number of reasons:
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o Research in SMEs tends to be sector specific.

e The terminology used in the scale items reflects the type of responses expected

from professional marketers, not those of owner-managers.

e The models used tend to be quantitative scales which would limit our

understanding of the way in which small firms market.

The mainstream MO literature was found to use popular MO scales which are
quantitative measurement tools that have been developed for the research of large
companies in mass market environments (Ottesen and Grgnhaug, 2002). Researchers of
MO in small firms have often used mainstream MO scales with very little adaptation,
with only a few notable exceptions (Pelham, 2000; Pelham and Wilson, 1996).

The researcher then examined the EO and entrepreneurship literature for a suitable
qualitative research model. Although the EO literature offers some useful dimensions,
the EO scales were found to preclude important aspects that were needed for this
research. The l<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>