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Abstract 

Modern perspectives on strategy often attempt to address one question “whether the 

strategy will achieve wealth transfer or create new wealth?” While wealth transfer 

strategies may deliver one time gains to shareholders, they don't fundamentally change 

a company's long-term earning potential. These strategies don't create new wealth 

because they don't create new products, new markets, or new customers. The 

increasing difficulty of finding new wealth creation is a result of a fundamental shift in 

the business operating environment in which opportunities are sought after. Competing 

in such an environment is increasingly difficult and as a result, the value of strategic 

resources has shifted to more intangible resources. 

This study is concerned with exploring relationships that are considered to be 

instrumental to creating new wealth. It identifies entrepreneurial strategic posture as a 

widely supported approach to creating new wealth. The thesis also discusses 

organisational learning and structure as two intangible strategic resources that are 

increasingly valuable to successful strategy formulation and implementation. 

Furthermore the thesis considers organisational perceptions about the operating 

environment and seeks to relate resource configuration and strategic decision-making 

to these perceptions.  

The study conceptualises and tests a model of relationships consisting of the 

constructs discussed above. Data is collected from a random sample of 210 

manufacturing organisations operating in Western Australia. Findings confirm the 

existence of complex relationships between organisational perceptions of 

environmental dynamism, structure, learning, innovativeness, proactiveness and the 

propensity to take risks, the three dimensions of entrepreneurship. Furthermore, they 

confirm the presence of the moderating effect of organisational structure on 

relationships between perceived environmental dynamism, innovativeness, 

proactiveness and the propensity to take risks. Findings also confirm moderating 

effects of learning orientation on relationships between perceived environmental 

dynamism, structure, innovativeness, proactiveness and the propensity to take risks. 

Overall the study confirms that both structure and learning are strategically significant 

resources that should be valued, developed and more importantly aligned in 

organisations seeking to create new wealth. 
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1.0 Introduction 

1.1 Theoretical Background 

Teleological theory explains development by relying on the philosophical doctrine that 

purpose or goal is the final cause for guiding movement of an entity (Van de Ven and 

Poole, 1995). According to teleology, development of an organisational entity proceeds 

towards a goal or an end state. Teleological theory assumes that the entity is 

purposeful and adaptive, by itself or in interaction with others. The entity constructs an 

envisioned end state, takes action to reach it, and monitors the progress.  

Van de Ven and Poole (1995) argue that proponents of this theory view development 

as a repetitive sequence of goal formulation, implementation, evaluation, and 

modification of goals based on what was learned or intended by the entity. They also 

note that the theory can operate for an individual or for a group of individuals or 

organisations who are sufficiently like-minded to act as a single collective entity. 

Teleology also inherently affords creativity because the entity, consisting of an 

individual or a group, has the freedom to enact whatever goals it likes (Van de Ven and 

Poole, 1995). 

Today businesses around the world operate in an environment that has profoundly 

changed in the last 10 - 15 years. Several academics go as far as claiming that the age 

of progress is over, and the "new age" has begun (Hamel, 2000; Hitt, Ireland, Camp 

and Sexton, 2001). Hamel (2000) portrays the new age environment as the age of 

disruption, of chaos, of fortunes made and unmade at a head snapping speed. No 

longer is change seen as additive, or as linear. In the 21st century, change is 

discontinuous, abrupt and seditious (Hamel, 2000; Hitt 2000; Abraham and Knight, 

2001). Hitt (2000) adds that in the 21st century major technological advances take 

place, industry boundaries are eliminated, and global competition intensifies.  

Vokura and McCaskey (2001) state that, in the new age technologies are rapidly 

advancing and information is being used as a competitive weapon. Changes brought 

about by technological progress are broadening the skill set required for an individual 

to succeed in the workplace. The increasing complexity of the decision-making process 

has motivated the adoption of cross-disciplinary approaches to problem solving. Jobs 

require more knowledge and expertise in cross-functional processes, analytical skills, 

decision making based on data, and team development. Intensity of competition is 
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increasing and with enhanced logistical networks, competitors are no longer based 

regionally or even nationally. Today firms from across the globe can compete in almost 

any product category. Newer technologies are reducing the scale required for efficient 

operations, further heightening local competition from global enterprises (Hitt, Ireland, 

Camp and Sexton 2001). The accelerating dynamics of the technological environment 

combined with an increasing pace of the Globalisation have created a fusion that 

transformed the age of progress into highly uncertain new age environment (Bettis and 

Hitt, 1995; Hitt and Ireland, 1999). Hitt et al, (2001) state that it is this high level of 

uncertainty that is responsible for new and never before imagined business 

opportunities.  

Hamel (2000) states that in the new age environment strategies concentrate on wealth 

creation as opposed to wealth transfer. Innovative wealth creation is seeking to create 

new markets, new products and new customers (Abraham and Knight, 2001; Hamel, 

2000). In other words, strategies that change companies’ long-term earning potential 

(Hamel, 2000). An insightful view on the issue of creating new markets and new 

products has been presented and empirically tested by Miles, Covin and Heeley 

(2000). According to Miles et al (2000), there are two strategic postures that an 

organisation can adopt. First, an organisation that adopts an entrepreneurial strategic 

posture as being risk taking, innovative, and proactive, and second, an organisation 

that adopts a conservative strategic posture as being risk-averse, non-innovative, and 

reactive.  

Based on Hamel’s (2000) work, this research defines an organisational goal as the 

creation of new wealth and adopts a teleological perspective as discussed previously 

and explores the development of relevant strategies required to achieve goals.  

Contingency theory and the Resource Based View of the firm are widely cited as two 

theories that address relationships between organisational development and the 

changing business operating environment. Contingency theory argues that 

organisational performance is a result of proper alignment of endogenous 

organisational design variables, such as structure, with exogenous context variables 

(Burns and Stalker, 1961; Thompson, 1967; Lawrence and Lorsch, 1967; Williamson, 

1975; MacCrimmon and Taylor, 1976; Bobbitt and Ford, 1980). Contingency theory 

further suggests that the type of structure an organisation adopts would influence the 

performance of that organisation. Given the highly uncertain state of the environment 
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(Hamel 2000) this research attempts to explore the role that organisational structure 

would play in developing wealth creating strategies.  

A theory that provides a perspective of the relationship between strategy and resources 

is the Resource Based View (RBV) of the firm. The RBV theory argues that 

organisations are bundles of unique resources (Spanos and Lioukas, 2001). The 

primary argument of the RBV theory is that organisations hold heterogeneous and 

idiosyncratic resources on which their strategies are based, and that competitive 

advantages are achieved when the strategies are successful in leveraging these 

resources (Spanos and Lioukas, 2001; Medcof, 2001; Hoffman and Schaper-Rinkel, 

2001). According to Zajac, Kraatz and Bresser (2000), effective resources enable a 

dynamic fit between an organisation and the changing general business environment. 

However, it has been noted that the general business environment also has a 

significant influence on the development of dynamic capabilities and sustainable 

competitive advantages (Miles, Covin and Heeley, 2000; Miller and Shamsie, 1999; 

Gupta and Chin, 1994; Chandler, 1990; Miller, 1988).  

The change in the nature of the business operating environment has transformed the 

way competitive growth strategies are formulated. It has been said that physical assets 

no longer provide differentiation (Barney, 1991; Hitt, Bierman, Shimuzu, and Kochar, 

2001). Capital is easily accessible, and resources that are easily obtainable in the 

market place are no longer considered strategic. The value in competitive strategies 

has shifted towards idiosyncratic resources that cannot be easily obtained in the 

marketplace. Barney (1991) states that strategy will generate sustainable performance 

differential if, and only if, the resources used to conceive and implement it are valuable, 

rare, non-imitable and non-substitutable. 

The above suggests that wealth creation depends more on leveraging intangible 

resources and less on leveraging such tangible resources as land, labour, and capital. 

Hitt, Ireland and Lee (2000) state that competition is becoming more knowledge-based 

and that sources of competitive advantage are shifting from the physical assets to 

intellectual capabilities. Grant (1996a) claims that knowledge is the firm's most critical 

competitive asset.  

Recent research places much emphasis on the organisational capability of knowledge 

creation (learning), in particular its strategic importance. It has been suggested that 

established and new firms alike must continuously learn in order to build dynamic 
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capabilities and competencies (Lei, Hitt and Bettis, 1996; Teece, Pisano and Shuen, 

1997). Learning new capabilities helps firms to compete more effectively, survive and 

grow (Autio, Sapienza and Almedia, 2000). Newman (2000) also adds that learning can 

help organisations to change.  

The above section provides a brief overview of the nature of the study at hand. It 

reviews several areas of research that will be discussed in subsequent chapters of this 

thesis. It highlights the current state of the business operating environment and 

organisational goals in the context of the teleological theory. Furthermore, it introduces 

the contingency theory and the Resource Based View and links it to the emerging 

business trends. The following section highlights the statement of the problem to be 

addressed by this research. 
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1.2 Statement of the problem 

The above discussion was generated with one question in mind. The question was 

"How do organisations create new wealth in the new age environment?" Organisational 

aspects such as structure and learning were discussed briefly, as well as their 

relationship with the new age environment.  

This study examined a model of relationships that is instrumental in developing 

successful wealth creation strategies. The research that follows explored literature 

relating to relevant areas of the business operating environment, in order to surface 

elements that have a bearing on the success of wealth creating strategies.  

The above sections introduce the background for the research presented in this thesis. 

They introduce areas that this research explores and provide a detailed guide as to the 

direction that this research will take. The next section will look at the objectives of this 

research. This is followed by a presentation of both the study’s value to academia and 

management. Specifically, those sections will address contributions that this research 

is aiming to make to the body of knowledge and potential value of findings to the 

business community at large. It will also provide an outline of contributions this 

research seeks to make to managerial decision-making. 
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1.3 Objectives 

This section will outline specific objectives that this research aims to achieve.  

The question of wealth transfer versus wealth creation has been widely sighted in 

contemporary strategy literature.  Abraham and Knight (2001), Hamel (2000) and 

Miles, Covin and Heeley (2000) amongst the others have been active in the field and 

raised a number of concerns about future competitiveness of contemporary 

organisations. More specifically the discussion has centred on the issue of increasing 

pressure and difficulty of producing new wealth. Lack of specific strategies and 

frameworks has prompted much discussion in this field and several issues have been 

identified as a result of that. Among those issues are increasing strategic focuses on 

wealth transfer, strategy convergence, increasing imitation of strategies and lack of 

strategic differentiation. This research has explored relating literature and identified 

several relationships that are thought to be vital to wealth creation and that will address 

the above mentioned strategic concerns of convergence, imitation and differentiation. 

The list that follows identifies specific objectives of this research that are addressed 

and answered in the discussion (Chapter 7.0) and conclusion (Chapter 8.0) chapters of 

this thesis. 

Objective 1. To identify specific strategic dimensions that would enable organisations to 

pursue wealth creating opportunities.  

Objective 2. To identify organisational and environmental factors that would have an 

affect on organisational ability to pursue wealth creating opportunities.  

Objective 3. To identify and explore relationships between those factors (see objective 

two), and strategic dimension (see objective one).  

Objective 4. To develop a model of relationships that would have a practical use in 

pursuing wealth creating opportunities, and make an academic contribution towards the 

body of the knowledge on strategies. 

Objective 5. To address the issues of strategy convergence, imitation and 

differentiation in that model. 
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This section presented an overview of specific objectives of this thesis. The following 

section discusses theoretical contributions that this research aims to make.  
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1.4 Theoretical Value 

This section will provide an overview of academic contributions made by this research.  

While there is a growing body of literature suggesting that competing in the new age 

environment is increasingly difficult (Hamel 200), that finding and exploring new wealth 

creation opportunities is a real challenge faced by organisations (Hitt, Ireland, Camp 

and Sexton, 2001), that successful strategies get slavishly imitated (Hamel, 2000) and 

that physical assets no longer provide strategic differentiation (Hitt, Bierman, Shimuzu, 

and Kochar, 2001) there is an absence of research examining factors that may assist in 

dealing with these challenges. This thesis contributes to the marketing body of 

knowledge by conducting a quantitative study of factors and relationships that are 

considered to be instrumental to wealth creation. In particular it examines relationships 

between perceived environmental dynamism, learning orientation, structure, 

innovativeness, proactiveness and risk-taking. As such this thesis proposes and tests a 

model that specifies relationships that provide specific recommendations on addressing 

the challenges listed above.  

Results of this research provide evidence that relates various configurations of 

resources and perceptions of the environment to developing wealth creating 

entrepreneurial strategies. The value of this study is also in identifying the types of 

structure, learning and perceptions about the environment that lead to wealth creating 

opportunities.  

Specific theoretical contributions made by this research are discussed in section 8.2 

(page 149). Of course this study provides only a single perspective nevertheless; it 

defines some concrete relationships and forward academic thinking in the field of 

marketing strategies.  
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1.5 Value to the practitioner 

Creating new shareholder wealth has been identified as a primary goal of businesses. 

According to Hamel (2000) in the modern environment many organisations struggle to 

find new ways of growing shareholder value. Conventional strategies of mergers, 

acquisitions, restructuring and the like have been widely criticized for their failure to 

meet growth expectations (Hamel, 2000). The academic community as well as 

business practitioners have come to the conclusion that those strategies merely 

transfer wealth between shareholders, rather than generate new wealth (Hamel, 2000).  

This research provides a better understanding of the challenges present in the new age 

environment. Primarily, discusses uncertainty that is associated with high levels of 

environmental dynamism and growth opportunities. The thesis emphasises the 

importance of creating new knowledge with an aim of gaining a better understanding of 

the business environment. It highlights the fact that the approach taken by an 

organisation to knowledge creation plays a critical role in creating new wealth.  

Organisational structure is the other resource that is put under a spotlight. The study 

examined relationships between the business operating environment and an 

organisation’s structure. It provides managers with some understanding of the 

relationships that could guide their choice of the structure that best matches the 

environmental conditions that they face.  

The ultimate outcome of this research is a model that will assist organisations identify 

areas critical for developing wealth creating strategies. The above section presents an 

overview of the study. The discussion looks at the scope of this thesis by considering 

areas and issues that this research addresses. Theoretical and managerial values of 

the study were also discussed. The following chapter will provide a comprehensive 

literature review on various aspects of organisational development, such as the 

environment, resources and strategy. Then the study will launch into conceptualisation 

chapter that will provide a discussion of new ideas, build a model of relationships and 

outline hypotheses for testing. The methodology chapter will describe the research 

process that is followed by data analysis and hypothesis testing chapters. Last but not 

least important chapter will address discussion of results and findings. This thesis will 

close with a discussion of managerial and academic implications, limitations, future 

research opportunities and conclusions of this research.  
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2.0 Literature Review 

2.1 Environment 

This chapter presents literature on some of the challenges faced by organisations 

operating in the 21 century. It also provides a discussion on the state of the general 

business operating environment, together with major transformations that took place 

and their impact on organisations.  

Organisations today are rightly obsessed with satisfying shareholders. Spin-offs, de-

mergers, mega-mergers, share buybacks, tracking stocks, and value based 

management programs are strategies that release wealth rather than create wealth 

(Hamel, 2000). These strategies don't create new wealth because they don't create 

new business models, new markets, new sources of competitive advantage or new 

customers. So while they may deliver one time gains to shareholders, they don't 

fundamentally change a company's long-term earning potential (Hamel, 2000). The 

increasing difficulty of finding new wealth creation is a result of a fundamental shift in 

the business operating environment in which opportunities are sought after (Hitt, 

Ireland, Camp and Sexton, 2001; Hamel, 2000; Hamel and Prahalad, 1994).  

Today, businesses around the world operate in an environment that has profoundly 

changed in the last 10-15 years. Several academics go as far as claiming that the 

period labelled as the “age of progress” is over, and that the "new age" has begun 

(Hamel, 2000; Hitt, Ireland, camp and Sexton, 2001). Hamel (2000) portrays the new 

age environment as the age of disruption, of fortunes made and unmade at head 

snapping speeds. The competitive landscape of the new age is characterised by 

substantial and discontinuous change (Hitt, 2000). No longer is change seen as 

additive, nor as linear, rather in the 21st century, change is discontinuous, abrupt and 

seditious (Hamel, 2000; Hitt, 2000; Abraham and Knight, 2001).  

A term describing the operating environment of organisations often used in the 

marketing literature is “dynamism”. Dynamism is defined as a change that is hard to 

predict and that heightens uncertainty for key organisational members (Dess and 

Beard, 1984). Dynamism is manifested in the degree of instability or turbulence of such 

key operative concerns as market and industry conditions as well as more general 

technological, economic, social, and political forces (Miles, Covin and Heeley, 2000; 

Shafman and Dean, 1991; Dess and Beard, 1984; Emery and Trist, 1965).  
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Hitt (2000) attributes high levels of dynamism in the modern operating environment to 

two factors. One is the advent of new technologies or competitors' strategic decisions 

that take advantage of new technologies. The other is globalisation (Hitt 2000).  

According to Vocura and MaCaskey (2001), technologies are rapidly advancing and 

information is being used as a competitive weapon. Furthermore, changes brought 

about by technological revolution are broadening the skill set required for individuals to 

succeed in the workplace. Jobs require more knowledge and expertise in cross-

functional tasks, analytical skills, decision making based on data, and team 

development (Hitt et al, 2001).  

Hitt (2000) argues that the rate of development and diffusion of innovation of new 

technologies are moving at an incredible pace, thereby increasing the importance of 

innovation. Hitt further argues that continuous technological development and change 

have produced decreasing product life cycles.  

Technological change is characterised by greater knowledge intensity, and the 

importance of knowledge to competitive advantage (Hitt, 2000). The business 

operating environment paradigm has shifted from an industrial society to an information 

society that emerged in the 1990s (Watanabe and Nagamatsu, 2003).  

The other factor responsible for the high level of dynamism in the organisational 

operating environment is Globalisation (Hitt, 2000). Markets are fast becoming 

borderless and global; no longer are markets identified as national or domestic. Hitt et 

al (2001) argue that the intensity of competition is increasing and with enhanced 

logistical networks, competitors are no longer based regionally or even nationally. 

Today firms across the globe can compete in almost any product category.  

Globalisation is characterised by the linearisation of developing economies and 

emerging markets, new economic alliances and rules, and the growing 

interdependencies of national economies, along with worldwide economic 

development.  Additionally, this global competitive landscape is affected by political 

decisions (Hitt 2000). An increase in competitive pressures suggests that globalisation 

has changed the boundaries and nature of strategy, competition, and competitive 

advantage (Hitt 2000).  
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The above mentioned drivers of environmental change have produced a landscape of 

multiple hypercompetitive markets, placing increasing importance on innovation and 

continuous learning (Hitt 2000). Newer technologies are reducing the scale required for 

efficient operations, further heightening local competition from global enterprises (Hitt 

et al, 2001).  

Accelerating dynamics of the technological environment combined with an increasing 

pace of Globalisation have created a fusion that has transformed the business 

landscape into a highly uncertain environment (Bettis and Hitt, 1995; Hitt and Ireland, 

1999). Hitt et al (2001) claim that it is this high level of uncertainty that is responsible 

for new and never before imagined opportunities. Identification and exploitation of 

these opportunities is the science of entrepreneurship (Ireland and Kurato, 2001; Smith 

and DeGregorio, 2001, Zahra and Dess, 2001; Hitt et al, 2001). McGrath and 

MacMillan (2000) argue that an entrepreneurial mindset is useful in capturing the 

benefits of uncertainty. By doing so they introduce the value of entrepreneurship in the 

“new age” environment. 

Hitt and Ireland (2000) argue that entrepreneurship is focused on how firms adapt to 

environmental change and exploit opportunities created by uncertainties in search of 

wealth creating strategies. Hamel (2000) identifies that only creating new markets, new 

products, and new customers produces new wealth.  McGrath and MacMillan (2000) 

argue that strategists must exploit an entrepreneurial mindset and, thus, have no 

choice but to embrace it to sense opportunities, mobilise resources, and act to exploit 

opportunities, especially under highly uncertain conditions.  

The above section presents a general case for the changing business environment and 

highlights the importance of adopting entrepreneurship. The following section will 

examine characteristics of the organisational operating environment and their 

relationship with organisational strategy. 
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2.2 Operating in the new age environment  

The above section identified a trend consisting of the increasing rate of change and 

thus uncertainty in the modern business operating environment. It also recognised 

entrepreneurship as a winning wealth creating strategy positioned as suitable for the 

modern operating environment. This section takes the discussion a step further and 

examines business uncertainties in a greater detail. 

Coping with uncertainty in the general business environment is considered a central 

problem of organisations (Sutcliffe and Zaheer, 1998; Thompson, 1967).  

One view of environmental uncertainty is based on managers’ perceptions of the 

business environment. Definitions of this type imply that organisations respond to the 

general business environment as it is interpreted by the decision - makers and that its’ 

unperceived characteristics do not affect either the decisions or actions of management 

(Child 1972).  

Milliken (1987) proposes that uncertainty in the general business environment is based 

on an individual's perceived inability to predict something [the general business 

environment] accurately because of 'insufficient information' or the inability to 

discriminate between relevant data and irrelevant data. Similarly, Miller and Friesen 

(1983) call dynamism or uncertainty in the general business environment "the rate of 

change of innovation in the industry as well as the uncertainty or unpredictability of the 

actions of competitors or customers". 

Aragon - Correa and Sharma, (2003), like Miller and Shamise (1999), adopted 

Milliken's (1987) breakdown of uncertainty into three types. 1) Environmental state 

uncertainty occurs when managers perceive their general business environment or one 

of its components to be unpredictable (Aragon - Correa and Sharma 2003). 2) 

Organisational effect uncertainty occurs when managers have difficulty understanding 

or predicting the impact of changes in the general business environment on their 

organisations. 3) Decision response uncertainty occurs when managers perceive an 

inability or risk in predicting the consequences of individual decisions. 

According to Aragon - Correa and Sharma (2003), organisational effect and decision 

response uncertainties respectively arise both from a lack of organisational resources 

(or capabilities) and from a lack of information about the consequences of managerial 
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actions.  Miller and Shamsie (1999) have shown that these uncertainties are negatively 

associated with innovation and proactiveness.  

Another view on the organisational environment is that it consists of two variables; 

dynamism and complexity (Smart and Vertinsky, 1984; Khandawalla 1976, Duncan, 

1972, Emery and Trist, 1965). Dynamism is defined as a change that is hard to predict 

and that heightens uncertainty for key organisational members (Milliken, 1990; Dess 

and Beard, 1984; Duncan 1972). Dynamism is manifested in the degree of instability or 

turbulence of such key operative concerns as market and industry conditions as well as 

more general technological, economic, social, and political forces (Miles, Covin and 

Heeley, 2000; Shafman and Dean, 1991; Dess and Beard, 1984; Emery and Trist, 

1965). At one end of a continuum of change there is a static environmental state (no 

change); at the other end, a dynamic or turbulent state where all factors are in constant 

flux. As the environment becomes increasingly dynamic, factors become less 

predictable and more uncertain; the value of important environmental variables and the 

variables themselves move in an erratic fashion. Complexity, on the other hand, is 

concerned with the number of factors in the environment that must be taken into 

consideration by firms (Miller and Friensen, 1983, Smart and Vertinsky, 1984). 

Complexity creates suboptimisation, poor imitability, and superior rents for firms 

capable of generating the appropriate resources and capabilities to harness it (Amit 

and Schoemaker, 1993). The more complex and dynamic the environment, the greater 

is the perceived uncertainty for a firm (Miller and Friensen, 1983, Smart and Vertinsky, 

1984; Duncan, 1972). In contrast, a more static and simple environment has lower 

perceived uncertainty (Miller and Friensen, 1983). 

A number of researchers have studied effects of a perceived environment on strategy 

formulation processes. Sharma (2000) for example, states that managerial 

interpretations, attitudes, and perceptions have been shown to significantly influence 

the development of a firm's strategy for managing the business operating environment. 
Isabella (1990) found that it is external events that appear to trigger a shift in thinking 

and move individuals from one interpretative stage to another. Also it has been 

suggested that, human perception in the assessment of environmental uncertainty 

need not correspond to an objective reality (Smart and Vertinsky, 1984; Weik, 1969). 

Therefore an environment that one organisation perceives as simple and static, hence 

with little uncertainty, may be perceived by a second organisation as complex and 

dynamic and thus with a high degree of uncertainty (Smart and Vertinsky, 1984). This 

view was confirmed earlier by Starbuck (1973) who argues that uncertainty is not a 
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constant feature of a firm’s environment, but is dependent on the prior beliefs of 

individual members. 

Oswald, Mossholder and Harris (1997) also state that it is not always that individuals 

understand the true dynamics of the environment; their perception of the environment 

is usually somewhat subjective. Oswald et al (1997) examined the influence of 

manager’s perceived involvement in strategy formulation on their conceptualisation of 

external environments.  

Yasai- Ardekani, (1986) also argues that organisational ability to understand the state 

of the environment is a result of the ability to perceive environmental threats and 

changes. This view prescribes that organisational perceptions of environmental 

variables such as threats and changes drive conceptualisation of the overall operating 

environment, thus making it possible to differentiate organisations in their ability to 

understand the environment. 

The above section has examined literature on the changing dynamics of the business 

operating environment, as well as the underlying factors that drive change. Variables 

used to determine changing states of the operating environment, such as dynamism 

and uncertainty were also discussed. The possible causes and perceptions of 

dynamism were also explored. The following section examines how changes in the 

business operating environment affect organisational strategies.  
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2.3 Strategy – Creating Wealth in the New Age Environment  

The previous section examined literature relating to the changing nature of the 

business operating environment. A major shift in dynamics of the operating 

environment has been identified. Also a specific, entrepreneurial strategic response 

was highlighted as an evolving strategy suitable in the modern environment. This 

section further examines literature on strategies developed by organisations in 

response to changes in the above circumstances.  

The business operating environment discussion further promotes that the accelerating 

dynamics of technological environment combined with increasing pace of Globalisation 

have created a fusion that has intensified the transformation of the business landscape 

into a highly uncertain environment (Bettis and Hitt, 1995; Hitt and Ireland, 1999). Hitt 

et al (2001) claim that it is this level of uncertainty that it responsible for new and never 

before imagined business opportunities.  

According to Hitt (2000), in the "new age" environment, new forms of managerial 

thinking along with new organisational structures are required. Organisations operating 

in the new age environment require new managerial mind-sets that are global in 

orientation in every sense of the word and allow for strategic flexibility. In this 

environment the difference between being a leader and being a laggard is no longer 

measured in decades, but in years, and sometimes months (Hamel, 2000). Today, a 

company must be capable of reinventing its strategy not just once a decade or a 

generation in the midst of a crisis when it trades one CEO for another, but 

continuously, year after year. Organisations will have to respond to changes in the 

environment by making sense of ambiguities and uncertainties (Hamel 2000). 

Change in environmental dynamics has altered the role and scope of competitive 

strategies. In the last 10 years there has been strong emphasis on developing 

strategies that create new wealth (Hamel, 2000; Hamel and Prahalad, 1994). Spin-offs, 

de-mergers, mega-mergers, share buybacks, tracking stocks and efficiency programs 

are all strategies that release wealth. On the other hand, wealth creating strategies 

establish new markets, new customers, and new products (Abraham and Knight, 2001; 

Hamel, 2000).  

Abraham and Knight, (2001) further argue that top performing strategic leaders use 

creativity and innovative action to access and leverage underlying opportunities. At the 
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same time, they continuously reinvent their business models and renew their 

relationships so as to increase value and stay competitive (Abraham and Knight, 2001; 

Hamel, 2000). 

Hamel (2000) notes that unfortunately in the modern operating environment, in nearly 

every industry, strategies tend to cluster around some “central tendency” of industry 

orthodoxy. Strategies converge because successful strategies get slavishly imitated. 

Hamel (2000) goes on to argue that there is nothing wrong with strategy imitation as 

long as organisations achieve strategy differentiation in other areas of the business. 

However, the sad reality is that all too often a successful strategy becomes the strategy 

for organisations not creative enough to invent their own, making differentiation very 

difficult in such a “high imitation” environment (Hamel, 2000). Hamel (2000) further 

states that the convergence is a result of everyone in the industry defining the industry 

in the same way, using the same segmentation criteria, selling through the same 

channels of distribution, adopting the same service policies, and so on.  

Another problem faced by strategists is that no matter how bullet-proof the current 

strategy and business model, they will always be challenged by new business models 

(Tucker, 2001). In this respect Hamel (2000) points out that strategy innovation is 

based on going around competition, not positioning against them. This premise 

discounts the opportunity of getting ahead of competitors by imitating their strategies 

and business models.  

In general wealth-creating champions possess highly differentiated strategies (Hamel 

2000). Even though they face competitors, they have unique capabilities, unique 

assets, unique value propositions, and unique market positions (Hamel 2000). As 

Teece et al (1997) argue competitive strategies are aimed at altering organisational 

positioning in the industry vis-à-vis competitors and suppliers. 

Numerous studies have looked at strategic responses to varying environmental 

conditions, such as Miles, Snow, Meyer and Coleman (1978), Khandwalla (1976) and 

Hitt and Ireland (2000) to name a few.  This section examines the most prominent 

concepts that have shaped the way strategy is viewed. Prior to looking at the specifics 

of strategic responses, the concept of strategy itself is examined. 

Chandler (1962) defines strategy as "the determination of the basic long-term goals 

and objectives of an enterprise, and the adoption of the courses of action and the 
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allocation of resources necessary for carrying out these goals". Furthermore, Porter 

(1980) distinguishes between three generic strategies: differentiation, cost leadership 

and “focus”. Porter argues that differentiation strategies can be of two types: those 

based on product innovation, and those based on intensive marketing and image 

management. Cost leadership strategy relates to the "product innovation" type and 

requires firms to become the lowest cost producers in an industry. Users of this 

strategy are likely to confront the least environmental unpredictability and change. They 

seek out customers who care more about price than about image or novelty, so product 

innovation will often be superfluous and inefficient. Unpredictable environments create 

risk and are actively avoided. Porter’s final generic strategy, “focus”, describes 

organisations that devote all their energy to their niche or established product-market. It 

is believed that they are able to deliver better value than diversified competitors (Porter 

1980).  

Khandwalla (1976) on the other hand approaches the strategy topic from a different 

perspective. The author argues that strategic responses can be characterised by two 

criteria. One is the posture taken by the organisation with respect to control of the 

environment. The other is the time element underlying response objectives. The control 

posture determines the tendency of an organisation to attempt either to modify its 

environment (entrepreneurial posture), or adapt to its environment (adaptive posture) 

Khandwalla (1976). The author goes on to define entrepreneurial strategies as active 

or offensive that have the objective of exerting control over the environment. In 

contrast, adaptive strategies react to a specific problem or a stimulus. By building on 

Khandwalla’s (1976) work Smart and Vertinsky (1984) found that environments that are 

highly complex and turbulent are perceived to be very uncertain. Such environments 

encourage retrenchment and adaptive responses to discontinuities since executives 

perceive little ability to exert control over events. Adaptive response minimises risk in 

highly dynamic environment, and could be proactive and reactive in nature (Smart and 

Vertinsky, 1984). In contrast, simple environments, which tend to foster strong believes 

in the ability to control events, promote aggressive responses to a crisis.  

In contrast with Porter’s (1980) generic strategies and Khandwalla’s (1976) strategic 

postures Miles, Snow, Meyer and Coleman (1978) present four very broad strategic 

types that were derived based on a relationship between the strategy and product-

markets in which organisations operate. First, the authors define three components that 

makeup the uniqueness of a strategy. These are 1) “particular configuration of 

technology”, 2) “structure” and 3) “process”. Based on those variables strategic types 
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derived are Defenders (1), Prospectors (2), Analysers (3) and Reactors (4). 1) 

Defenders adhere to stable environments where a mechanical structure (Burns and 

Stalker, 1961) is appropriate. This is achieved through selecting a niche market and 

being reluctant to change the product-market. Defenders are mostly concerned with 

internal efficiency. 2) Prospectors tend to define their environment as “dynamic” in 

comparison to other players in the market. This type of companies are searching for 

new wealth creating opportunities by exploiting new markets and new products, and 

are in a continuous state of change. A preferred structure can be described as 

facilitative of development, organic structure (Burns and Stalker, 1961). 3) Analysers 

are somewhere in between of Defenders and Prospectors. It is a unique combination of 

a company that strives to minimise risk and maximise profit. Analysers learn how to 

expand their involvement beyond current product-markets while maintaining present 

core products and customers. This type of organisation struggles to define its 

environment and thus in between the perceptions of stable and dynamic environment. 

Analysers’ choice of structure is considered to be in the middle of the stable-dynamic 

continuum (Miles et al, 1978). Defenders, Prospectors and Analysers can all be 

proactive with respect to their strategies and their environment. 4) Reactors on the 

other hand can only be reactive. Reactors’ strategic responses to environmental 

change are both inconsistent and unstable, due to the lack of formalised strategy, 

structure and processes. Reactors are reluctant to change even if environmental 

conditions clearly demand it. The strategy-structure fit is not dynamic with respect to 

product-market movements.  

More recent studies by Miles, Covin and Heeley (2000) and Lee, Lee and Pennings 

(2001) have build on Smart and Vertinsky’s (1984) and Khandwalla’s (1976) work, and 

conceptualise strategy as a continuum between Entrepreneurial and Conservative 

strategic postures (Miles, Covin and Heeley, 2000).  

Hitt and Ireland (2000) argue that entrepreneurship is focused on how firms adapt to 

environmental change and exploit opportunities created by uncertainties in search of 

new wealth.  Entrepreneurship is described as the identification and exploitation of 

previously unexploited opportunities (Hitt et al, 2001). It is thought that, an 

entrepreneurial mindset is useful in capturing the benefits of uncertainty (McGraph and 

MacMillan, 2000), placing entrepreneurship on the forefront of strategy formulation.  

Entrepreneurship is a fundamental posture, instrumentally important to strategic 

innovation, particularly under shifting conditions in the firm’s external environment 
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(Knight 1997). Entrepreneurial activities provide the means for extending frontiers or 

corporate capabilities and keeping up with surpassing competitors (Knight 1997). 

Entrepreneurial orientation comprises of three dimensions. These are innovativeness, 

risk-taking and proactiveness (Lee, Lee and Pennings, 2001; Miles, Covin and Heeley, 

2000). First, innovativeness is reflective of a firm’s propensity to engage in new idea 

generation, experimentation, and R&D activities resulting in new products and 

processes (Lee et al, 2001; Lumpkin and Dess, 1996). Second, risk-taking is 

characterised by large resource commitments to high-risk and high-return businesses. 

Third, proactiveness refers to a firm’s approach to market opportunities through active 

market research and first mover actions such as the introductions of new 

products/services ahead of competitors (Lumpkin and Dess, 1996).  

A conservative strategic posture on the other hand, is roughly reminiscent of the 

adaptive posture (Khandwalla 1976), reactors (Niles et al, 1978), and the adapter types 

of Mintzberg (1978), and lies on the opposite end of the entrepreneurship scale (Miller 

and Friensen, 1982). In the conservative model, innovation is infrequent and perhaps 

because of its disruptive nature performed reluctantly; this approach is reactive and 

risk-averse.  

The above section has presented a review of the relevant strategy literature.  

Specifically, it identified entrepreneurship as a modern-day strategy that is able to 

address the uncertainties present in the modern operating environment, the following 

section reviews literature addressing the three aspects of entrepreneurship mentioned 

above namely innovation, risk-taking, and proactiveness.  

2.3.1. Innovation 

Van de Ven (1986) defines innovation as development and implementation of new 

ideas by people who over time engage in transactions with others within an institutional 

context. Innovation involves the development and exploitation of new ideas and the 

creation of value (Marx, 1987). Hitt, Hoskisson and Nixon, (1993) provide an important 

differentiation between innovation and invention. They state that invention refers to the 

development of a new idea or an act of creation; innovation refers to the 

commercialisation of the invention. This suggests that innovation is only applicable if 

the invention is implemented or commercialised. Knight (1997) provides a more 

specific definition of innovation relating to products and processes. He defines 

innovation as a pursuit of creative or novel solutions or challenges confronting the firm, 
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including the development or enhancement of products and services, as well as new 

administrative techniques and technologies for performing organisational functions. 

Van de Ven’s definition presented above extends the scope of innovation to include the 

adoption of new ideas in a broader organisational context, including strategy.  

Innovation lies at the core of entrepreneurial activities and wealth creation (Ahuja and 

Lampert, 2001; Ireland 2001; Hamel 2000; Subramaniam and Venkatraman, 1999; 

Kirchhoff, 1991; Miller and Friensen, 1983). Innovation represents the core of the 

modern day competitiveness; it is rare, valuable, and a potentially inimitable resource 

of competitive advantage (Barney, 1991).  Any innovation involves considerable 

uncertainty before it is ready to be commercialised (Nelson and Winter, 1982; Miller 

and Friensen, 1982) and is generally more prevalent and useful in dynamic 

environments (Miller, 1988; Miller and Friensen, 1982). Furthermore, organisational 

innovative capabilities are strongly associated with its resources and competencies 

developed over time (Vittorio and Rafaella, 1998).  

Kanter (1988) states that the development of innovation requires a different set of 

practices and different modes of organisation than the management of ongoing, 

established operations where the desire or expectation of change is minimal. Kanter 

further states that it is important to generate a string of communication skills to facilitate 

the development of innovation. 

2.3.2 Risk-Taking 

Entrepreneurship is a unique strategy characterised by risk-taking (Cromie, 1994). The 

risk - taking propensity of a firm can be inferred from its willingness to incur large 

resource commitments to uncertain and novel business (Lumpkin and Dess, 1996; 

Miller 1983). In the past risk was defined in terms of personality attributes (Begley and 

Boyd, 1987). In an earlier study of this subject McClelland (1961) found that risk-taking 

propensities depended upon an individual's achievement motives. Individuals with a 

high need for achievement tended to take moderate risks while individuals with low 

levels of achievement showed fewer reservations towards risk-taking. Ray (1986) 

argued that those with very low self-esteem take either no risk or very high risk - each 

action reinforces their initial premise that they are unworthy individuals. Those with a 

healthy level of self-esteem are able to take risks appropriate to various situations that 

arise.  
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Perry (1990) made the insightful distinction between the perception of risk and 

propensity to take risk. He argued that the perception of risk is what distinguishes 

entrepreneurs from the rest of population; it is not a personality trait, an approach or 

reaction to the world but a perception of the world. This premise has found some 

support from McCarthy (2000) who initially argued that entrepreneurship is in some 

ways related to personality characteristics. However, more recent research supports 

the view that risk-taking is not just a function of personality but seems to reflect 

organisational context and organisational history (McCarthy, 2000). Recent views on 

propensity to risk-taking see risk more as a strategy and contextual variable (Ray 1994; 

Deakins, 1996).  

Furthermore, McCarthy (2000) argues that risk is a capacity that changes over time 

with learning and personal experience. The entrepreneur may be predisposed to take 

risks through the strategy formation process. Changes in strategy are characterised as 

'extrinsic factors', forces that have a special meaning for the entrepreneur (McCarthy, 

2000). Risk-seeking organisations would even seek to create a crisis because it would 

provide an opportunity for dramatic action (Borins 2000). Risk-taking propensity is not 

easily established since it depends on foresight regarding new business (Masakowski, 

1998). According to McCarthy and Leavy (1999), personal learning plays an important 

part in altering the entrepreneur’s perception of risk.  

2.3.3 Proactiveness 

The third component of entrepreneurship is proactiveness. Lee, Lee and Pennings 

(2001) state that proactiveness is a crucial organisational process, since it entails a 

forward-looking perspective.  Proactiveness is the opposite or reactiveness and is 

associated with aggressive posturing relative to competitors (Knight, 1997). The 

emphasis is on aggressive execution driving towards the achievement of the firm’s 

objectives by whatever reasonable means are necessary (Knight 1997, Khandwalla, 

1977). A proactive approach to the general business environment requires 

embeddedness of the capabilities of higher-order learning, shared vision, and 

continuous improvement (Lee, Lee and Pennings, 2001; Sharma and Vredenburg, 

1998; Hart, 1995). 

Aragon - Correa and Sharma (2003) argue that proactive approaches are adopted in 

complex environments, and are innovative and rare and can provide more valuable 

management capabilities for an organisation than reactive approaches, placing the 
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organisation in a better competitive position than other firms in the same general 

business environment. A proactive approach involves firm initiatives based on 

managerial discretion (Majumdar and Marcus, 2001) and interpretations of 

environmental issues as opportunities (Sharma, 2000). With respect to that Marcus and 

Geffen (1998) suggest that key players are likely to interpret the conditions they face 

and assign meanings to actions they take in fairly idiosyncratic ways. Owing to its 

social complexity and organisational specificity, proactive strategies are also 

idiosyncratic in their details (Eisenhardt and Martin, 2000).  

Teece, Pisano and Shuen, (1997) reinforce this thinking by stating that a proactive 

strategy is built through a path-dependent process of integrating a series of tacit 

capabilities and is therefore nonimitable.  

Aragon - Correa and Sharma (2003) note that organisational changes required to 

develop a proactive strategy are themselves a further source of complexity. The 

authors further argue that this complexity will affect not only an organisation in which 

the changes take place, but also the overall business environment. If an organisation is 

able to develop the dynamic capability of a proactive environmental approach in a 

complex business environment, it is likely to generate a competitive advantage. 

Looking at the interaction of proactiveness as a strategy and organisational entity 

Sharma (2000) suggests that organisations pursuing proactive strategies are more 

likely to decentralise decision making, thus adopting a more organic structure (Burns 

and Stalker, 1961). Also, proactive strategies require far-reaching organisational and 

managerial changes (Russo and Fouts, 1997). 

The discussion above presents literature on the three elements of entrepreneurship, 

innovativeness, the propensity to take risk and proactiveness (Miles et al, 2000). It 

introduces each of the elements and discusses their role in the strategy process. 

Several authors throughout the discussion have provided support for the increasing 

value of organisational resources such as learning and structure. In order to gain a 

better understanding of the role organisational resources play in the strategy 

formulation and implementation processes the following section will examine relevant 

literature. In particular it will review literature relating to the value and role that 

resources play in the strategy development process. It also identifies several resources 

that are considered to be vital to any successful strategy.  
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2.4 The value of resources in the new age environment 

The previous section identified the changing nature of the general business 

environment and strategies. In support of that observation several academics have 

gone as far as claiming that the age of progress is over, and the "new age" has begun 

(Hamel, 2000; Hitt, Ireland, Camp and Sexton, 2001). Hamel (2000) portrays the "new 

age" environment as the age of disruption, of chaos, and of fortunes made and 

unmade. No longer is change seen as additive, nor as linear, in the 21st century, 

change is discontinuous, abrupt and seditious (Hamel, 2000; Hitt 2000; Abraham and 

Knight, 2001). Hitt (2000) adds that in the 21st century industry boundaries are 

eliminated, major technological advances are created, and global competition 

intensifies. The new age environment is constantly changing, and the rate of change is 

sometimes difficult to comprehend. 

The general business environment has a significant influence on the development of 

dynamic capabilities and sustainable competitive advantage (Miles, Covin and Heeley, 

2000; Miller and Shamsie, 1999; Gupta and Chin, 1994; Chandler, 1990; Miller, 1988). 

In today's environment, where product life cycles are shortening, technologies are 

converging, and industry structures are becoming more defuse, there is a growing 

belief that the key focus for building competitiveness no longer begins with market 

selection and positioning but with the development and nurturing of widely applicable 

distinctive internal capabilities that are relatively enduring (Rumelt, Schendler and 

Teece, 1991). 

Spanos and Lioukas (2001) argue that there has been a major shift in focus from 

industry to firm specific effects regarding the sources of sustainable competitive 

advantage. In this respect the authors examine two opposing views on the strategy-

resources relationship. These are the “outside-in” perspective and the “internal” 

perspective. First, the “outside-in” perspective advocated by Porter (1991) views 

resources occupying an inherently intermediate position in the chain of causality with 

respect to performance. Porter (1991) puts forward a view that resources are either 

acquired from outside environments or developed as a result of the strategy 

implementation process. Within this “outside-in” perspective organisations are viewed 

as bundles of strategic activities aiming at adapting to their industry environment by 

seeking attractive positions in the market arena. The sustainability of advantages that 

are derived from such a position is subject to competitive forces that are encountered 

by organisations (McGahan and Porter, 1997). Second, the “internal” perspective 
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advocates the importance of organisational resources to strategy formulation and its 

successful implementation.  

The theory that provides an alternative perspective of strategy-resource relationship is 

the Resource Based View (RBV) of the firm. For the advocates of the RBV, 

organisations are viewed as 'bundles of unique resources' that are valuable in and of 

themselves driving the choice of strategy (Spanos and Lioukas, 2001). The primary 

argument of the RBV is that organisations hold heterogeneous and idiosyncratic 

resources on which their strategies are based, and that competitive advantages are 

achieved when strategies are successful in leveraging these resources (Spanos and 

Lioukas, 2001; Hitt et al, 2001; Medcof, 2001; Hoffman and Schaper-Rinkel, 2001; 

Teece, Pisano and Shuen, 1997; Amit and Schoemaker, 1993; Barney, 2001). 

Effective resources (capabilities) enable a dynamic fit between an organisation and the 

changing general business environment (Zajac, Kraatz and Bresser, 2000).  

The RBV explains competitive advantage as an outcome of the development of 

valuable organisational capabilities, such as innovation, organisational learning, and 

stakeholder integration (Aragon-Correa and Sharma, 2003; Sharma and Vredenburg, 

1998; Hart, 1995; Barney, 1991).  

Furthermore, building on the RBV theory, Amit and Schoemaker (1993) following on 

from Barney (1991) note that a strategy will generate sustainable performance 

differential if and only if the resources used to conceive and implement it are valuable, 

rare, non-imitable and non-substitutable. The sustainability of effects of a competitive 

position rests primarily on the cost of resources utilised for implementing the strategy 

pursued. This cost is best analysed with respect to strategic factor markets where 

necessary resources are acquired (Barney 1986). Strategic factor markets are 

imperfectly competitive. That is because of varying expectations and information 

asymmetries regarding future value of strategic resources. If factor markets were 

perfectly competitive, the cost of acquiring strategic resources would equal their going 

economic value in use for implementing this strategy, and hence no firm could sustain 

its competitive advantage (Barney, 1986). By this rational, organisations developing 

strategies based on resources that have high future value would be able to sustain 

their competitive advantage.  

Dierickx and Cool (1989) take this argument further and conceptualise that, 

purchasable resources cannot constitute sources of a sustainable advantage, simply 
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because they can be traded in the market. Instead, critical resources are those that are 

built and accumulated within firm boundaries, their non-imitability and non-

substitutability hinging on specific traits of their accumulation process. Resources 

acquire their strategic value only once in possession of an organisation, due to the 

meaning, strategic weight and unique application developed by the organisation. 

Chen (1996) and Nanda (1996) support the above view and state that a resource, or a 

set of resources, can be used to create a competitive advantage. The sustainability of 

this advantage depends on the ease with which the resource can be imitated or 

substituted for (Peteraf 1993). Furthermore, research shows that a new venture’s 

internal capabilities are primary determinants of the venture’s performance (Baum, 

Locke, and Smith, 2001).  

For example in the pharmaceutical industry Youh and Roth (1999) demonstrate that a 

firm’s resources and capabilities contribute to the development of a sustainable 

competitive advantage. In a study of technology firms Lee, Lee and Pennings (2001) 

found that technology based ventures created value largely based on their internal 

capabilities. The emphasis was largely placed on select technological capabilities of 

organisations, primarily those that are complex and tacit and thus hard to copy.  

Spanos and Lioukas (2001) argue that in essence it is irrelevant whether resources are 

acquired or internally build. Resource-heterogeneity is a fundamental premise of the 

resource-based view. It is argued that this heterogeneity results because of barriers to 

imitation (Rumelt 1991). 

A number of perspectives exist determining the identity of resources. Hamel and 

Prahalad, (1994) state that assets comprise all organisation’s resources, capabilities, 

and competencies - tangible and intangible - and are considered as the source of an 

organisation's strength and advantage. This view is similar to Teece, Pisano and 

Shuen (1997) who state that resources are firm-specific assets that are difficult if not 

impossible to imitate, and hence strategically significant. Somewhat similar to Hamel et 

al (1994), Moingeon, Ramanantsoa, Metais, and Orton (1998) state organisational 

competencies refer to the fundamental knowledge owned by the firm, which in turn 

constitutes a firm’s asset base. Capabilities refer to an organisation’s ability to use its 

competencies. Capabilities represent ‘the firm’s collective tacit knowledge of how to 

initiate or respond to change that is built into the organisation’s processes, procedures 
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and systems, and that is embedded in modes of behaviour, informal networks and 

personal relationships’ (Teece et al 1997; Collis, 1996; pp 149-150).  

Teece et al (1997) describe dynamic capabilities in terms of organisational abilities to 

achieve new forms of competitive advantage. The term “dynamic” refers to the capacity 

to renew competencies so as to achieve congruence with the changing business 

environment. Certain innovative responses are required when time-to-market and 

timing are critical, the rate of technological change is rapid, and the nature of future 

competition and markets difficult to determine (Teece et al, 1997). The term 

“capabilities” emphasizes the key role of strategic management in appropriately 

adopting, integrating, and reconfiguring internal and external organisational skills, 

resources, and functional competencies to match the requirements of a changing 

environment. Moreover, the efficacy of organisational capabilities varies with market 

dynamism, and the general business environment affects the process that allows the 

development of dynamic capabilities (Aragon - Correa and Sharma, 2003; Eisenhardt 

and Martin, 2000; Cockburn, Henderson, and Stern, 2000; Brush and Artz, 1999; 

Teece et al, 1997). 

According to Eisenhardt and Martin (2000), dynamic capabilities consist of a set of 

specific and identifiable processes that, although idiosyncratic to organisations in their 

details and path dependent in their emergence, have significant commonality in the 

form of best practices across firms, allowing them to generate new wealth-creating 

strategies. This view accepts the distinction between resources (freestanding assets 

that can be evaluated in isolation from other freestanding assets) and capabilities 

(organisational capabilities to integrate and coordinate resources) (Teece et al, 1997).  

Because they are socially complex and more difficult to imitate, intangible resources 

are more likely to lead to a competitive advantage than tangible resources (Hitt, 

Bierman, Shimuzu, and Kochhar, 2001; Black and Boal, 1994; Peteraf, 1993; Barney, 

1991). Intangible resources are all factors that contribute to the value generating 

process of the organisation and are, more or less, directly controlled by the 

organisation (Bontis, Dragonetti, Jacobsen and Roos, 1999).  

Some scholars have emphasised that because competition is becoming more 

knowledge-based core competencies (those strategically determinant resources) are 

shifting to intellectual capabilities from physical assets (Hitt, 2000; Hitt, Ireland and Lee, 

2000; Smart and Vertinsky, 1984). The accrual of competencies within an organisation, 
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such as technical skills and knowledge are often hard for competitors to imitate, and 

thus lead to the creation of competitive advantage encouraging unique innovative 

opportunities (Vittorio and Rafaella, 1998). To generate value, organisations must be 

able to identify, create and continuously manage knowledge (Hitt, Ireland and Lee, 

2000). Knowledge creation has been identified as a dynamic capability that is critical to 

the development of competitive advantage (Teece et al, 1997). As a result, recently, 

the resource-based theory has been extended to a knowledge-based theory of the firm 

emphasising knowledge as a most important distinctive resource and its ultimate 

source of competitive advantage (Hoffman and Schaper-Rinkel, 2001).  

The above section examined the literature on organisational resources and its views on 

a move in strategic significance from tangible to intangible resources. Resources that 

were highlighted are knowledge and an organisation’s ability to create knowledge. Both 

of those are discussed in a greater detail in the following section. 

2.4.1 The Knowledge Based View 

Knowledge is defined as the readiness to act on the basis of firmly held beliefs 

concerning the world or some part thereof (Boisot 1995; Ramesh and Tiwana, 1999), 

and results from a combination of grasping experience and transforming it (Kolb 1984). 

The capacity of an organisation to successfully adapt to its environment to a large 

extent is facilitated by its ability to know what the environment is going to be like in the 

future (Smart and Vertinsky, 1984). If an organisation can predict the extent and the 

direction of environmental change with some degree of certainty, it may adapt 

effectively to this change. Inability to predict change may trigger either a search for a 

measure to control the environment, or focus the thrust of the organisation towards 

coping with problems as they arise (Smart and Vertinsky, 1984).  

In respect to the above, knowledge can be represented as a set of probability 

distributions that organisations deploy with respect to the phenomena they encounter 

(Arrow, 1974). These probability distributions are shaped by repeated encounters with 

information. Information itself constitutes an extraction from data that modifies or re-

establishes organisation probability distributions, in effect making organisations more 

comfortable about the potential causes of action. Information has influence on how we 

feel about things and how we are disposed to act. Data that do not have this modifying 
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effect have no information qualities. It follows, then, that data are the raw material out 

of which information is metabolised (Boisot 1995). 

There are two types of knowledge that dominate academic discussions, these are tacit 

and explicit (Hitt, Ireland and Lee, 2000; Land and Lubatkin, 1998; Polanyi, 1967). The 

dichotomy between tacit and explicit knowledge can be thought of as a difference 

between experiential (tacit) and articulated (explicit) knowledge. Tacitness suggests 

that individuals know more than they can tell (Polanyi, 1967). Therefore, tacit 

knowledge is difficult to codify, articulate and communicate (Hitt, Bierman, Shimizu, 

and Kochhar, 2001; Hitt, Ireland and Lee, 2000; Liebeskind, 1996). In contrast to tacit 

knowledge, explicit knowledge can be formalised, codified and communicated. In fact, 

explicit knowledge is revealed by its communication while tacit knowledge is revealed 

through application (Spender, 1996). 

Knowledge and firm ability to generate it are at the core of the theory of the firm 

(Spender, 1996).  Many authors argue that knowledge is a most critical firm-specific 

intangible resource (Hitt, Ireland, Sexton and Camp, 2001; Grant, 1996). As a result, 

resource-based theory of the firm has been extended to a knowledge-based theory of 

the firm by emphasising knowledge as an organisation’s most important distinctive 

resource and its ultimate source of competitive advantage (Hoffman and Schaper-

Rinkel, 2001; Teece et al, 1997). In turn, growing knowledge intensity has greatly 

increased the importance of and the emphasis on organisational learning (Schendel, 

1996).  

Knowledge is an outcome of learning (Hitt, Ireland and Lee, 2000). Learning is 

constructed in relation to the context of the individual’s life, prior knowledge and 

experience (Perkins, 1994). Krueger and Hamilton (1995) reinforce this thinking by 

stating that learning is context-dependent and socially constructed. Organisational 

learning is the process of the acquisition of new knowledge by parties who are able and 

willing to apply that knowledge in making decisions and influencing others in the 

organisation (Hitt and Ireland, 2000; Hitt, Ireland and Lee, 2000; Miller, 1996). Klimecki 

and Lassleben (1998) describe organisational learning as “changes in organisational 

knowledge that are induced by information processing and enable an organisation to 

find new ways in order to survive and succeed in new situations.” 

Learning organisations are places where "new and expansive patterns of thinking are 

nurtured, where collective aspiration is set free and where people are continually 
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learning how to learn together (Senge, 1990a). The following section explores 

organisational learning is discussed more closely. 

2.4.2 Organisational Learning 

Numerous perspectives on organisational learning exist in the literature. In the 

following section, specific studies on organisational learning are reviewed, and a 

summary of literature is provided.  

The debate on what learning organisations are and how to create them is complicated 

by some fundamental differences in perspectives (Leavy, 1998). Many, like Huber 

(1991) and Day (1994), view the concept of the learning organisation in information-

processing terms. Others, like Nokana (1991) and Kofman and Senge (1993), see it in 

a more transcendent way. According to Nokana (1991) the "knowledge creation 

company is as much about ideals as it is about ideas", and about building a 

"humanistic” knowledge society beyond the limitations of "economic rationality" 

(Nokana, 1994). Kofman and Senge (1993) see a true learning organisation as 

characterised by a 'commitment to change needed in the larger world and to seeing 

organisations as vehicles for bringing these changes about'. Leavy (1998) sees 

approaches to understanding organisational learning focusing on 'high philosophy' 

rather than on the 'gritty details of practice' as 'reverential and utopian' labelling this 

approach as 'pragmatic'.  According to Leavy (1998), for such pragmatists the acid test 

for any approach to building the learning organisation is that 'if you can't measure it you 

can't manage it'. Nokana (1994) argues that pragmatists tend to overemphasise the 

role of explicit knowledge and problem-solving, “which centres on what is given to the 

organisation - without due attention to what is created by it through more tacit, 

experiential knowledge, rooted in the value systems of individuals”. 

Bell, Whitwell, and Lukas (2002) argue that the fundamental reason for the lack of 

convergence on the concept of organisational learning is embedded in differences in 

schools of thought. The authors identify four principal schools of organisational learning 

research and label them as 1) an economic view, 2) a managerial view, 3) a process 

view, and 4) a developmental view.  

Before this study takes a closer look at the principal schools of thought mentioned 

above, it is important to introduce a typology of double-loop and single-loop learning 

which is widely cited in the discussion that follows. This typology provides an insight 
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into a fundamental premise that helps distinguish between different schools of thought. 

The typology of organisational learning was developed by Argyris and Schon (1978) 

and extensively argued by Lei, Hitt and Bettis (1996), Hitt, Ireland and Lee (2000), 

Drejer (2000), Korth (2000), Sadler-Smith, Spicer and Chaston (2001). Argyris and 

Schon (1978) argue that single-loop learning reinforces established ways of working 

and problem solving and will not lead to significant changes in the ways of working in 

the long term. Double-loop learning, on the other hand, reinforces questioning and the 

reframing of models which guide decision-making and behaviour in response to change 

in the external environment. Consequently firms develop new ways of working. The 

typology of double-loop and single-loop learning is a key variable in differentiating 

between various schools of thought.  

There are a number of typologies that have been developed following the introduction 

of the double-loop and single-loop learning. These are lower level and high level 

learning (Foil and Lyles 1985), adaptive and generative learning (Senge 1992), 

incremental and transformational learning (DiBella, Nevis and Gould 1996), 

implementing and improving (Pedler, Burgoyne and Boydell, 1997). According to 

(Sadler-Smith, Spicer and Chaston, 2001) all of the above typologies could be 

combined to represent two distinct qualitative types of learning. With respect to that 

they argue that learning orientation is a continuum between passive learning 

orientation and active learning orientation.  

A way of drawing a distinction between passive and active types of organisational 

learning orientation is by conceptualising change as occurring to differing degrees and 

at different levels (Sadler-Smith, Spicer and Chaston, 2001). Klimecki and Lableben 

(1998) identify two types of organisational orientation to change. First, reactive 

organisational orientation to change that refers to passive learning orientation (Sadler-

Smith et al, 2001) is characterised by caution, inhibition and aversion to risk-taking and 

to experimentation. It contrasts with a proactive orientation to change that refers to 

active learning orientation (Sadler-Smith et al, 2001) that is based upon anticipation of 

future needs and characterised by attempts to modify existing schematas through 

incorporation of new technologies. 

The above section provides a review of a number of typologies on organisational 

learning. The discussion that follows will examine principal schools of organisational 

learning research that have been presented earlier in this section.   
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The economic school focuses on the learning that accrues with continuous production. 

Experience yields tacit knowledge, which in turn provides the basis for a reduction in 

production costs. In the economic view, no distinction is made between passive and 

active learning, but attention is implicitly focused on the former. Interest centres on 

incremental gains in the stock of knowledge, rather than qualitative changes in the 

nature of learning. A more apparent perspective of competitiveness based on 

organisational learning that belongs to the economic schools is the “experience curve” 

concept. The experience curve concept states that costs tend to decrease with 

experience in a predictable and exponential way (Leavy, 1998). A more current view of 

this theory is that experience effects relate to both learning opportunity (accumulated 

volume) and learning efficiency (time). This perspective differentiates between the 

learning capabilities of an organisation on the basis of their experience accumulation, 

by taking learning efficiency into account. The experience curve concept provides a 

clear example of achieving greater competitiveness through cost efficiency by means 

of organisational learning.  

The economic approach to learning has drawn criticism for some of its more obvious 

limitations, such as the assumption that learning accrues only with experience (Bell et 

al, 2002). Among the criticism is the argument that learning by repetition will result in 

the production of tacit knowledge (Nokana 1991), which is difficult to codify and 

transfer. Thus, the benefits of such knowledge are limited to individuals that produce it. 

The other criticism aimed at experience curve learning is its implicit assumption that all 

organisations learn at the same rate (Leavy 1998). The economic school of learning 

proposes a view that involves learning from mistakes or successes, which implies a 

focus on past behaviours as the source of learning (Bell et al, 2002). Learning, in this 

context, has little relevance for guiding strategy to meet future objectives and for 

changing organisational processes and mental models (Leavy, 1998). 

The managerial school focuses on a higher order (active) learning (Bell et al, 2002). 

The key to achieving active learning is to follow a set of prescriptive guidelines that will 

change organisational culture. It presumes that learning can only take place under 

certain conditions or circumstances. Organisations do not learn by chance or by 

random action. A set of criteria needs to be met otherwise learning will be simple and 

incremental. The role of organisations and their managers is to create an environment 

or culture conducive to learning. The nature and extent of the organisational change 

are the key to how quickly and fully active learning is established. In the managerial 
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school of thought, learning is viewed as an organisational attribute, which, like any 

other resource, must be procured and nurtured.  

The focus of the process school is on all forms of learning, be it passive (single-loop) or 

active (double-loop), and in particular on the fundamental processes that underpin 

learning, regardless of nature and style (Bell et al, 2002; Leavy 1998). Organisational 

learning is conceptualised in terms of the processes of information acquisition, 

dissemination, and utilisation, as well as the encoding and retrieval of memory. The 

process view of learning, rather than identifying managerial norms to motivate learning, 

shifts the focus to constructs of learning that are common to all organisations. Effective 

management of these attributes or constructs provides organisations with a capacity 

required for learning and for employing different learning styles according to 

circumstances. An underlying tenet of the process school is that learning is grounded in 

the cognitive and behavioural capabilities of individual members.  

The last but not least important of the schools of thought is the developmental school. 

The focus of the developmental school is on active (higher order) learning and the 

stages that must be followed to achieve such learning (Bell et al, 2002). It has a 

distinctly linear, stepwise conception. Learning proceeds in a series of interlinked 

sequences that provide the necessary foundation for moving to each successive stage. 

In turn, each stage is associated with a qualitatively differentiated sort of learning. The 

dynamic-capability theory of the firm (Teece et al, 1997) drives the developmental view, 

particularly the idea that learning is a resource whose evolution is subject to path 

dependencies. Van de Ven and Poole (1995) identified various drivers of organisational 

development and change. They explicitly mention life-cycle, teleological, dialectical and 

evolutionary views on organisational development and learning. A life-cycle theory 

describes a sequence of events through which organisations must progress to achieve 

an outcome. External environmental events and processes can influence how the entity 

develops, but they are always mediated by the immanent logic, rules, or programs that 

govern the entity’s development (Van de Ven and Poole, 1988). Advocates of this 

perspective argue that active (higher-order) learning is achieved as organisations 

mature. A teleological approach holds that development of an organisation proceeds 

towards a goal of becoming a learning organisation. Unlike the life-cycle model, there is 

no single path that the organisation must take to achieve this final result. Furthermore, 

the path is constructed in a purposeful and adaptive manner and hence will differ 

between firms striving to achieve active (higher-order) learning capabilities. An 
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evolutionary model describes organisational learning in terms of a recurrent and 

cumulative sequence of variation, selection, and retention episodes within resources 

that are scarce. The dialectical theory begins with the Hegelian assumption that the 

organisational entity exists in a pluralistic world of conflicting events, forces, or 

contradictory values that compete with each other for domination and control (Van de 

Ven and Poole, 1995). In this theory stability and change are explained by reference to 

the balance of power between opposing entities (Van de Ven and Poole, 1995). 

Dialectical theory requires two or more distinct entities that embody these oppositions 

to confront and engage one another in conflict. 

According to Bell et al (2002) the developmental school is the most constructive for 

managers because of its linear approach and rigid learning sequence. This depends, 

however, on the various forms that a developmental approach can take. Each of the 

four schools readily agrees that the sum total of an individual's knowledge, 

understanding, and memory contributes significantly to the overall learning of the 

organisation (Leavy, 1998). Few theorists would dispute the fact that individual 

learning, while not completely sufficient for organisational learning, is a fundamental 

building block. The process school, however, goes further than this, arguing that 

individual learning processes are replicated at a macro level to produce organisational 

cognition (Wacker 1981). Learning processes effective at the individual level may be at 

work within the organisation to produce organisation-wide learning (Kim 1993). 

This study now takes a closer look at the developmental school and examines the 

specific intricacies of its teachings.  

Often, in search of convergence between organisational learning perspectives, 

similarities are drawn between the views looking at apparently different aspects of the 

challenge. 

In analysing employee behaviour and organisational change, Kirton (1976) focuses on 

why people produce different solutions to seemingly similar problems. Kirton (1976) 

developed a theory of relating cognitive style to problem-solving. The theory argues 

that individuals have a preferred mode of perceiving and problem solving that can be 

located on a continuum ranging from adoption (doing things better) to innovation (doing 

things differently). While Kirton's theory is not specifically organisational-development 

oriented, it has been used to help understand influences on behaviour of individual 
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employees and thus the whole organisation as a system and furthermore, it offers a 

perspective for the role of the organisational change agent (Korth, 2000).  

Argyris and Schon (1978), coming from the organisational developmental perspective, 

argue that organisations learn through individuals acting as agents, and define 

organisational learning as the detection and correction of errors (Korth, 2000). The 

typology of double-loop and single-loop learning Argyris and Schon (1978), that was 

presented earlier in this chapter states that single-loop learning results in the 

organisation continuing its present policies or achieving its current objectives. Double-

loop learning leads to the organisation modifying its underlying norms, policies, or 

objectives. This definition attempts to relate two learning orientations to organisational 

actions and is an extension of the one presented in the beginning of this discussion. 

There are fundamental differences in the two theories presented above; one explores 

organisational learning (Argyris and Schon, 1978) and the other an approach to 

creativity and problem solving (Kirton, 1994). However, both theories address the 

decision-making challenges within organisations. Individuals engaging in passive 

(single-loop) learning operate within the boundaries of the presented problem, make 

incremental improvements, and improve efficiency. In single-loop (passive) terms, 

individuals will find solutions that modify assumptions underlying strategies in ways that 

leave existing organisational values and norms unchanged. Single-loop (passive) 

learning achieves efficiency and effectiveness in short-term results (Korth, 2000).   

In contrast, individuals engaging in double-loop (active) behaviour disregard the 

constraints of the presented problem, examine the underlying assumptions and 

governing values, make fundamental changes, and find or create new problems to be 

solved. In double-loop (active) terms, individuals will find solutions that result in the 

modification of the values that shape current strategies and assumptions. Double-loop 

(active) learning relates to a big picture or long-term perspective, which involves 

discovering new challenges and breaking old mindsets so that transformational results 

can be realised (Korth, 2000). 

Argyris and Schon (1978) believe that single-loop (passive) learning is prevalent in 

organisations because they create systems that inhibit double-loop (active) learning. 

One such ‘system’ is presented by Kirton (1994) who contends that the bureaucratic 

structure of most organisations exerts pressure on employees to be methodical, 

prudent, and disciplined, therefore reinforcing adaptive behaviour. Organisations 
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reinforce behaviours that enhance continuity, consistency, and stability, while inhibiting 

behaviours needed for long-term growth (Korth, 2000). 

The above section provides a review of various typologies of organisational learning 

and the four schools of organisational learning. It was identified that the developmental 

school of thought is more in tune to this study as it focuses on organisational 

development. The organisational orientation to change perspective (Klimecki and 

Lableben, 1998) on the typology of learning orientation (Sadler-Smith et al, 2001) was 

also discussed. It illustrates direct support for the knowledge-based theory of the firm. 

The fact that organisational learning theory is considered in the context of risk-taking, 

anticipation of future needs (element of proactiveness) and experimentation reinforces 

the message of its strategic importance. This section looked at the effects that changes 

in the operating environment of organisations has on the strategic significance of 

resources in particular, organisational learning. Knowledge was identified as a resource 

that plays a key role in organisational development. In turn, organisational learning was 

identified as a driving force behind the significance of this dynamic resource. The 

following section examines literature on structure, a further organisational resource. In 

order to gain valuable insight into the role organisational structures play in 

organisational development and strategic performance a contingency theory view is 

adopted.  
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2.5 Contingency Theory 

This section takes a closer look at contingency theory.  

In general, contingency theory comes from the developmental school of thought and 

argues that organisational performance is a result of proper alignment of endogenous 

organisational design variables with exogenous context variables (Burns and Stalker, 

1961; Lawrence and Lorsch, 1967).  

Thompson (1967) supplies a more generalised view of contingency theory. Thompson 

(1967) puts forward an open-system strategy which states: “approached as a natural 

system, the complex organisation is a set of independent parts which together make up 

a whole because each contributes something and receives something from the whole, 

which in turn is interdependent with some larger environment”. Survival of the system is 

taken to be the goal, and the parts and their relationships presumably determined 

through evolutionary process. This statement places contingency theory in a broader 

context. It implies that there is a great level of interdependence between various 

organisational components, as well as their interdependence with an outside world. 

However, in the evolutionary theory variation, the creations of novel forms of 

organisations are often viewed to emerge by blind or random chance; they just happen 

(Van de Ven and Poole, 1995; Aldrich, 1979). The path of development is too complex, 

and thus nondeterministic. This theory holds little value to those who are trying to 

establish specific relationships within an organisational system, thus a developmental 

perspective is approached further. 

2.5.1 Contingency theory on Structure 

A more constructive approach to contingency theory was published by Burns and 

Stalker (1961). They argue that an organic change within an organisation is appropriate 

to changing conditions in the external environment. These changing conditions give 

rise constantly to fresh problems and unforeseen requirements for actions which can 

not be broken down or distributed automatically arising from functional roles defined 

within a hierarchical structure. They further derive that a mechanical management 

system is appropriate for stable conditions. Their arguments made an invaluable 

contribution towards the development of contingency theory, in particular the research 

on the alignment of the general business environment with organisational structure. 
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Their research highlights a particular role structure plays in changes experienced by 

organisations across varying environments. 

Chandler (1962) provides a definition of structure as a design of organisation through 

which the enterprise is administered. According to Chandler (1962), structure involves 

two aspects: lines of authority and communication between different administrative 

offices and officers; and information and data that flow through these lines of 

communication and authority. Chandler’s definition of the organisational structure is 

with that of Burns and Stalker’s (1961) typology. 

Burns and Stalker (1961) define an organic structure as being flexible with respect to 

commitments and responsibilities. This type of structure is strong on utilising tacit 

knowledge and knowledge creation focused. It is also the one that uses network 

structure for control with an absence of hierarchical bureaucracy. It places great 

emphasis on the personal development as well as learning. Focus is on organisational 

goal reaching not on personal gain. Reputation and prestige are also highly valuable to 

such organisations. A mechanic structure is seen as being one that is non-flexible with 

a strict hierarchical structure of control. The mechanic structure stifles learning and 

development at lower levels of a strict hierarchy and, somewhat closed to 

improvements and suggestions from bottom-up. 

Building on Burns and Stalker (1961), Lawrence and Lorsch (1967) and Thompson 

(1967) argued that most effective organisations coping with dynamic environments 

utilise an organic structure, while adopting a more placid structure in stable 

environments, whilst keeping original characteristics of the organic and the mechanic 

structures unchanged.  

Gupta and Chin (1994) also argue that a diversified, more organic structure is needed 

for organisations to prolong longevity and avoid the consequences of decline. By that 

the authors propose that a diversified, organic structure will aid the much needed 

growth in the "growth - maturity" transitional stages of a life cycle. Although their 

arguments relate to life-cycle theory, they are still held within the developmental school 

of thought.  

According to contingency theory, environmental complexity exerts its primary influence 

on organisational structure. MacCrimmon and Taylor (1976), and Bobbitt and Ford 

(1980) suggested that organisational decision makers deal with environmental 
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complexity by structural divisionalisation. Divisionalisation allows development of 

specialised knowledge to deal with specific environmental elements and create 

decentralised decision-making authority to take needed actions (Williamson, 1975). 

This thinking reinforces Burns and Stalker’s typology in a sense that flexible 

commitments and responsibilities combined with an absence of hierarchal bureaucracy 

contribute to dealing with the challenges in the operating environment.  

Figure 1. Contingency theory 

 

Figure 1 depicts the relationship conceived by the contingency theory. 

The above discussion addresses an important relationship conceptualised by 

contingency theory between an organisational operating environment and 

organisational structure. A typology of mechanic and organic structures was discussed 

as too were their relationship to environmental dynamism from the developmental 

perspective.  
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2.6 Literature Review, the summary 

Overall, the literature review section explored four specific areas of organisational 

development. These include, first, the organisational operating environment, its 

dynamics and influences on the development of businesses in the new age. Second, 

organisational resources, the Resource Based View its extension into the knowledge 

based view and learning orientation. Third, organisational strategy and its development 

in the new age environment were discussed. Fourth, contingency theory with an 

emphasis on organisational structure was reviewed. These topics are identified as 

prominent areas of organisational development and marketing research. The following 

chapter, conceptualisation, explores relationships between the new age environment, 

organisational resources and strategies in order to further our understanding of 

possible paths that organisational development can take. It is argued that through a 

discussion of these relationships, the potential to reveal a model for the success of 

future wealth creating strategies can be developed. 

In brief, it has been identified, that with changes in environmental dynamics, the role 

and scope of business strategies have changed. In the twenty first century the 

emphasis is on developing strategies that create new wealth rather than transferring 

existing wealth (Hamel, 2000). Entrepreneurship has been identified as a fundamental 

posture, instrumentally important to strategic innovation, particularly under shifting 

external environmental conditions (Knight 1997). Dierickx and Cool (1989) argue that 

strategically critical resources are those that are built and accumulated within firm 

boundaries, their non-imitability and non-substitutability hinging on specific traits of their 

accumulation process. Knowledge creation has been identified as one dynamic 

capability that is critical to the development of competitive advantage (Teece et al, 

1997) and organic structure as the other. 
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3.0 Conceptualisation  

In the previous chapter an extensive body of literature relating to the marketing strategy 

field, business operating environment, organisational learning, and structure was 

discussed. This section identifies gaps in the literature. A conceptual framework to 

address some of the identified gaps is presented. 

3.1 Study Overview 

As previously noted, today businesses operate in an environment that has profoundly 

changed in the last 10-15 years (Hamel 2000). Several academics have claimed that 

the age of progress is over, and that a new age has begun (Hamel, 2000; Hitt, Ireland, 

Camp and Sexton, 2001). The arrival of the new age environment has been 

transformational for the way business is currently conducted (Hamel, 2000; Hitt et al, 

2001). Such an environment is characterised by discontinuous change, which in turn 

produces substantial uncertainty (Abraham and Knight, 2001; Hamel, 2000; Hitt and 

Ireland, 1999; Bettis and Hitt, 1995).  The more complex and dynamic the environment, 

the greater is the perceived uncertainty for a firm (Miller and Friensen, 1983, Smart and 

Vertinsky, 1984; Duncan, 1972). In contrast, a more static and simple environment has 

lower perceived uncertainty. It is thought that uncertainty is responsible for new and 

never before imagined opportunities (Hitt et al, 2000).  

With changes in environmental dynamics, the role and scope of business strategies 

have changed. In the twenty first century the emphasis is on developing strategies that 

create new wealth rather than transferring existing wealth (Hamel, 2000). Wealth 

creating strategies have been defined as those that establish new markets, new 

customers, and new products (Hamel, 2000; Abraham and Knight, 2001) and are 

achieved through the entrepreneurial efforts of organisational leaders (Ireland and 

Kurato, 2001; Smith and DeGregorio, 2001, Zahra and Dess, 2001; Hitt et al, 2001; 

McGrath and MacMillan 2000).  

Entrepreneurship is a fundamental posture, instrumentally important to strategic 

innovation, particularly under shifting external environmental conditions (Knight 1997). 

Miles, Covin and Heeley, (2000) have suggested three dimensions to 

entrepreneurship: innovativeness, proactiveness, and risk-taking. Entrepreneurship 

requires an organisational commitment to its development and an alignment of 

organisational resources to foster its (entrepreneurship) growth.  
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Nanda (1996) supports Chen’s (1996) view that a resource, or a set of resources, can 

be used to create a competitive advantage. In turn, the resource based view (Spanos 

and Lioukas, 2001; Medcof, 2001; Hoffman and Schaper-Rinkel, 2001; Barney, 2001) 

argues that organisations hold heterogeneous and idiosyncratic resources on which 

their strategies are based, and that competitive advantages are achieved when 

strategies are successful in leveraging these resources. Dierickx and Cool (1989) 

argue that strategically critical resources are those that are built and accumulated 

within firm boundaries, their non-imitability and non-substitutability hinging on specific 

traits of their accumulation process. Peteraf (1993) states that the sustainability of any 

competitive advantage depends on the ease with which the resource used to develop it 

can be imitated or substituted for. Research shows that a new venture’s internal 

capabilities are the primary determinants of the venture’s competitive performance 

(Baum, Locke, and Smith, 2001). Furthermore, Teece, Pisano and Shuen (1997) state 

that resources are firm-specific assets that are difficult if not impossible to imitate, and 

hence strategically significant. Because they are socially complex and more difficult to 

imitate, intangible resources are more likely to lead to a competitive advantage than 

tangible resources (Hitt, Bierman, Shimuzu, and Kochhar, 2001; Black and Boal, 1994; 

Peteraf, 1993; Barney, 1991). 

A number of scholars have argued that competition is becoming more knowledge-

based and that core competencies (those strategically determinant resources) are 

shifting from physical assets to intellectual capabilities (Hitt, 2000; Hitt, Ireland and Lee, 

2000; Smart and Vertinsky, 1984). Knowledge creation has been identified as a 

dynamic capability that is critical to the development of competitive advantage (Teece 

et al, 1997). As a result, the resource-based view has been extended to a knowledge-

based theory of the firm emphasising knowledge as an organisations’ most important 

distinctive resource and also ultimate source of competitive advantage (Hoffman and 

Schaper-Rinkel, 2001).  

Also, as previously noted (Chapter 2, section 2.5.2), contingency theory argues that 

organisational performance is a result of the proper alignment of endogenous 

organisational design variables with exogenous context variables (Burns and Stalker, 

1961; Lawrence and Lorsch, 1967). Chandler (1962) defines structure as ‘a design of 

organisation through which the enterprise is administered’. Burns and Stalker (1961) 

conceptualise organisational structure along a continuum from organic to mechanic. 

The authors define an organic structure as being flexible with respect to commitments 

and responsibilities; one that is strong on utilising tacit knowledge, and knowledge 
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creation focused. Furthermore, the organic structure uses network structure for control, 

thereby eliminating hierarchical bureaucracy. Similarly it places great emphasis on 

personal development as well as learning. Organisations that develop organic 

structures focus on goal reaching rather than personal gain. In addition they also place 

value on reputation and prestige. A mechanic structure is seen as being one that is 

non-flexible with a strict hierarchical structure of control, one that stifles learning and 

development at lower levels of a strict hierarchy, and; somewhat closed to 

improvements and suggestions from bottom-up.  

The introduction section above has presented an overview of the current business 

operating environment describing it as dynamic. It has been emphasised that in this 

environment the focus is on wealth creating strategies that could be achieved through 

entrepreneurship. Also, it has been established that there are two distinct resources 

that are important to these strategies, organisational learning and structure. The 

resource based view of the firm that provides arguments in favour of the strategic value 

of these resources has also been reviewed.  

The following section discusses various aspects of business operations and attempt to 

explore the challenges, dilemmas and opportunities faced by organisations today. It 

identified the relationships that are vital for organisations today. These are formulated 

and presented as a set of hypotheses for testing. 
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3.2 Hypotheses development 

This section firstly revisits the statement of the problem (see section 1.2) and 

objectives.  Secondly, it introduces a complete model and then launches in to the 

hypotheses development. 

This study examined a model of relationships that is instrumental in developing 

successful wealth creation strategies.  

Objective 1. To identify specific strategic dimensions that would enable organisations to 

pursue wealth creating opportunities.  

Objective 2. To identify organisational and environmental factors that would have an 

affect on organisational ability to pursue wealth creating opportunities.  

Objective 3. To identify and explore relationships between those factors (see objective 

two), and strategic dimension (see objective one).  

Objective 4. To develop a model of relationships that would have a practical use in 

pursuing wealth creating opportunities, and make an academic contribution towards the 

body of the knowledge on strategies. 

Objective 5. To address the issues of strategy convergence, imitation and 

differentiation in that model. 
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Figure 3.1 Overall Model 

 

Contingency theory argues that organisational performance is a result of the proper 

alignment of endogenous organisational design variables with exogenous context 

variables (the environment) (Burns and Stalker, 1961; Lawrence and Lorsch, 1967).  

As discussed (section 2.1.1), the new age environment (exogenous context variable) is 

characterised by substantial and discontinuous change also referred to as dynamism 

(Hamel 2000; Hitt, 2000; Dess and Beard, 1984). Dynamism is manifested in the 

degree of instability or turbulence of such key operative concerns as market and 

industry conditions as well as more general technological, economic, social, and 

political forces (Miles, Covin and Heeley, 2000; Shafman and Dean, 1991).  However, 

dynamism is not always understood by individuals and organisations (Oswald, 

Mossholder and Harris, 1997).  Oswald et al (1997) further state that organisational 

perceptions of the environment are usually somewhat subjective. Previous research 

suggests that the level of environmental dynamism is based on management 

perception of the business environment (Sharma, 2000). Moreover, Yasai-Ardekani, 

(1986) argues that organisational ability to understand the conditions of the 

environment is a result of the ability to perceive threats and changes in the 

environment. This indicates that differences in perceived environmental dynamism 

would exist between organisations operating in an apparently similar environment. 
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However, the complexity of that environment would remain the same, as it is based on 

the number of factors that are influencing that environment.  

An increase in dynamism is attributed to the overall shift in the environment. The 

technological revolution together with the increasing pace of Globalisation has been 

identified as primary drivers of this change (Hitt 2000). Competing in such an 

environment is increasingly difficult and as a result, the value of strategic resources has 

shifted to more intangible resources (Hitt, Bierman, Shimuzu, and Kochhar, 2001; 

Black and Boal, 1994; Peteraf, 1993; Barney, 1991). Previously (section 2.2.2) it was 

highlighted that one such resource is knowledge. Knowledge and the process of its 

creation are identified as critical organisational resources (Hitt, Ireland, Sexton and 

Camp, 2001; Teece et al, 1997; Grant, 1996 Spender, 1996). As such they are 

considered to be the ultimate source of competitive advantage for organisations 

(Hoffman and Schaper-Rinkel, 2001). It is increasingly difficult to quantify or 

conceptualise the state of organisational knowledge. However, an organisation’s 

approach to learning is often used as a proxy for gaining a deeper understanding into 

the value placed by organisations on knowledge and the process of its creation (Grant 

1996b).  

Organisational learning is conceptually presented along a continuum ranging from a 

‘passive learning’ orientation to an ‘active learning’ orientation (Sadler-Smith, Spicer 

and Chaston, 2001). Passive learning also referred to as single-loop learning, is 

learning that reinforces established ways of working and problem solving and does not 

lead to any significant changes in the ways of working in the long-term. Sadler-Smith et 

al, (2001) highlight that on the other hand, active learning orientation, also referred to 

as a double-loop learning, reinforces questioning and the re-framing of models which 

guide decision making and behaviour in response to changes in a firm’s external 

environment that consequently develops new ways of working. It is argued that 

organisations operating in dynamic environments where marketing practices have a 

high rate of obsolescence, where goods and services go out of fashion rapidly as a 

result of the ever changing needs and wants of consumers, and where actions of 

competitors are very hard to predict (Miller and Friensen, 1982), would be developing a 

more active learning. They would be more attentive to the ideas of their employees, 

would encourage two way communications and experimentation at all levels of 

organisation, in other words encourage employees to actively learn about the 

environment. Based on the above discussion it is hypothesised that: 
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H1a: The higher the level of the perceived environmental dynamism the more active 

the learning orientation. 

Figure 3.2 Hypothesis H1a 

 

 

As previously noted (section 2.4), effective resources enable a dynamic fit between 

organisations and the general business environment (Zajac, Kraatz and Bresser, 

2000). MacCrimmon and Taylor (1976), and Bobbitt and Ford (1980) suggest that 

organisational decision makers deal with increasing environmental uncertainty 

(dynamism) by structural divisionalisation. Divisionalisation allows for the creation of a 

decentralised decision-making authority to take needed actions based upon the 

development of specialised knowledge to deal with specific environmental elements 

(Williamson, 1975). 

Burns and Stalker (1961) have expressed similar views by stating that an organic 

structure is more suitable in changing environments, whereas a mechanic structure 

should be adopted in stable conditions. These arguments have found support 

elsewhere (Lawrence and Lorsch, 1967; Thompson, 1967) however, there is little 

empirical evidence that relationships conceptualised prior to the new age environment 

discussed in this study would still hold now in an environment of constant change.  

It is argued that organisations with higher levels of perceived environmental dynamism 

would develop a more organic structure. Organisations operating in dynamic 

environments are required to alter business practices to keep up with market trends 

and competitors, and change production and service technologies quite frequently 

(Miller and Friensen, 1982). Therefore it is argued that these organisations would strive 

to develop a more organic structure. An organic structure provides open channels of 

communication and freedom of operating styles (Burns and Stalker, 1961) that allow 

organisations to adjust dynamically and enable a better fit with the environment. 

Therefore it is argued that higher levels of perceived environmental dynamism would 

be positively associated with a more organic organisational structure. Hence it is 

hypothesised that: 
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H1b: The higher the level of the perceived environmental dynamism the more organic 

the organisational structure. 

Figure 3.3 Hypothesis H1b 

 

 

The above two hypotheses seek to explain relationships between perceptions of the 

external environment and what is believed to be two of the most critical organisational 

resources in the new age environment, learning orientation and organisational 

structure. Strategic fit between the two organisational resources of organisational 

structure and learning orientation is explored next. 

Having the resources necessary for developing a competitive advantage is critical for 

any organisation to create wealth; however, it is insufficient to guarantee survival or 

success (Sirmon and Hitt 2003). Managers have to configure their resources into 

bundles and then use these resource bundles to formulate a strategy that exploits the 

firm’s resources (Sirmon and Hitt 2003). This also implies that the endogenous 

organisational variables have to be aligned to maximise performance potential. Specific 

organisational resources are discussed next.  

Growing knowledge intensity has greatly increased the importance of and the 

emphasis on organisational learning (Schendel, 1996). Learning new capabilities has 

become crucial to organisations aiming to compete effectively, survive and grow (Autio, 

Sapienza and Almeida, 2000). Organisational Learning is also considered to be a 

driving force of action in, and governance of market oriented organisations (Day 1994; 

Sinkula, 1994).  

Since organisational learning holds such an enormous strategic value to organisations 

operating in the new age environment, this resource is highly valued and encouraged 

throughout an organisation. However, learning won’t flourish in just any organisation 

(Teece et al, 1997), it requires organisational commitment at all levels of hierarchy, 

which in turn is emphasised through organisational structure (Yasai-Ardekani 1986).  
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Yasai-Ardekani (1986) argues that the structuring of activities, such as specialisation, 

formalisation, and centralisation affect environmental scanning (learning) and 

information processing. Information sources accessed, interpretation, transmission, 

and managers’ perceptions differ substantially across organisations with different types 

of structures. Stopford and Baden-Fuller (1990), also note that companies become 

static because of bureaucratic strangulation, which ultimately means that they are 

failing because structures and systems have become ossified, making them, incapable 

of responding to the changing environment. Breaking out of these rigid systems and 

processes requires building new skills and capabilities in a learning organisation 

(Sadler-Smith et al, 2001).  

Sadler-Smith et al, (2001) argue that a transition from passive learning orientation to 

active learning orientation may be facilitated by divergent and creative styles and 

strategies of information processing, experimentation and empowerment based upon 

the existence or adoption of particular types of organisational culture. The above 

suggests that the development of an active learning orientation is enhanced in 

organisations that concentrate on developing better information processing techniques, 

encourage experimentation and develop an organisational culture that fosters 

empowerment. Sadler-Smith et al, (2001) further argue that a shift from a passive to an 

active learning orientation can be impeded by a range of psychological and contextual 

factors such as bureaucracy, lack of encouragement, and convergent thinking styles. 

This suggests that organisations that have a bureaucratic structure, that discourage 

employees to experiment and think outside of the box, and encourage convergence in 

thinking would hold back the development of an active learning orientation.  

The above review suggests that organisational structure can either facilitate or stifle the 

development or of organisational learning. By examining specific definitions of 

organisational structure types (Burns and Stalker 1961) and learning orientations 

(Sadler-Smith et al, 2001) mentioned above, it is argued that an organic structure, 

being flexible with respect to commitments, strong on utilising tacit knowledge and 

knowledge creation focused would be facilitative of developing a more active (complex) 

learning approach. Organic structure promotes information sharing and feedback from 

all levels of the organisation. Based on these arguments it is hypothesised that: 

 H2: The more organic the organisational structure, the more active the learning 

orientation. 
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Figure 3.4 Hypothesis H2 

 

 

As previously noted, high levels of environmental dynamism relate to profound 

changes in the business operating environment and as a consequence produce 

environmental uncertainty (Abraham and Knight, 2001; Hamel, 2000; Hitt and Ireland, 

1999; Bettis and Hitt, 1995). Hitt et al (2001) claim that it is this high level of uncertainty 

that is responsible for new and never before imagined opportunities. Hitt and Ireland 

(2000) argue that entrepreneurship is focused on how firms adapt to environmental 

changes and exploit opportunities created by uncertainties in search of wealth creating 

strategies. McGrath and MacMillan (2000) argue that strategists must exploit an 

entrepreneurial mindset and, thus, have no choice but to embrace it to sense 

opportunities, mobilise resources, and act to exploit opportunities, especially under 

highly uncertain conditions. Innovativeness, proactiveness and the propensity to take 

risks, the three dimensions of entrepreneurship, are vital to creating new wealth (Miles 

et al 2000).  

Child (1972) argues that environmental uncertainty is based on management’s 

perceptions of the business environment. Such a view implies that organisations 

respond to an environment as it is perceived and interpreted by decision-makers. Also 

this view implies that an environment’s unperceived characteristics do not affect either 

the decisions or the actions of management. This view was further supported by Smart 

and Vertinsky, (1984) and earlier by Weik, (1969) who argue that human perception in 

the assessment of environmental uncertainty need not correspond to an objective 

reality. This suggests that opportunities present in the environment would be 

interpreted differently by organisations with varying perceptions about the operating 

environment. The influences that these differences in perceptions would have on the 

dimensions of entrepreneurship are explored next. The following discussion address 

innovativeness, one of the three dimensions of entrepreneurship, subsequently the 

discussion will address proactiveness and the propensity to take risks.  

Hitt (2000) argues that environmental changes have produced landscapes of multiple 

hypercompetitive markets, placing increasing importance on innovation and continuous 

learning.  
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Knight (1997) defines innovation as ‘a pursuit of creative or novel solutions or 

challenges confronting the firm, including the development or enhancement of products 

and services, as well as new administrative techniques and technologies for performing 

organisational functions’. Knight’s definition presented above extends the scope of 

innovation to include the adoption of new ideas in a broader organisational context, 

including strategy. Innovation involves considerable uncertainty before it is ready to be 

implemented (Nelson and Winter, 1982) and is generally more prevalent and useful in 

dynamic environments (Miller, 1988; Miller and Friensen, 1982). The following section 

presents arguments addressing the relationship between perceived environmental 

dynamism and the innovativeness of the firm.  

Environments with high perceived dynamism are those where there is an increasing 

emphasis placed on continuously changing marketing practices to keep up with market 

trends and competitors (Miller and Friensen, 1982). These market trends result in high 

rate of product obsolescence, unpredictability of competitors’ actions and, demands 

and tastes of consumers constantly changing. Dynamic environments also often 

require changes to production and service technologies. These are the environments 

that provide organisations with the most number of new wealth-creating business 

opportunities (Hitt et al 2001). As previously mentioned (Section 2.1.1), in order to 

create new wealth, organisations must create new business models, new markets, new 

sources of competitive advantage and new customers (Hamel 2000). Firms that are 

innovative would emphasise research and development throughout the organisation, 

would develop more new product lines and substantially alter their existing products 

and markets than organisations that perceive their business operating environment as 

stable. Since dynamic environments are said to be the ones that are rich with new 

business opportunities, it is argued that organisations that perceive their environment 

as dynamic would be in a position to identify and take advantage of more wealth 

creating opportunities by developing innovativeness. Based on the arguments above it 

is hypothesised that: 

H 3a: The higher the level of the perceived environmental dynamism the higher the 

level of innovativeness. 

Figure 3.5 Hypothesis H3a 
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Exploration of these opportunities in turn is dependent upon the flexibility of an 

organisational structure that encourages commitment from all the members of an 

organisation (Churchill and Muzyka, 1994). The following section looks closer at 

organisational structures and its relationship with innovativeness. 

The structure of the network over which the transmission of information takes place is 

vitally important to innovative performance (Cowan and Jonard, 2003). Section 2.5.2 

established that organisational structure involves two aspects: lines of authority and 

communication between different administrative offices and officers, and; information 

and data that flow through these lines of communication and authority (Chandler, 

1962). In aggregate, it describes the communication and administrative networks of 

organisational design.  

Kanter (1988) states that the development of innovation requires a different set of 

practices and different modes of an organisation than does the management of 

ongoing, established operations where the desire or expectation of change is minimal. 

Organisations producing more innovation have more complex structures that link 

people in multiple ways and encourage them to do what needs to be done within 

strategically guided limits, rather than confining themselves to the letter of the job 

(Kanter, 1988). Kanter further states that it is important to generate strong 

communication skills to facilitate the development of innovation. There need to be close 

linkages and fast communication between all those involved at every point in the 

process, or the knowledge erodes. 

Two types of structures were introduced in H1b and H2, namely ‘organic’ and 

‘mechanic’. Mazur (2003) noted that an organisational structure based on rigidity, 

hierarchy and the discouragement of breaking the rules of competition is one that 

stifles innovation. Burns and Stalker (1961) refer to such a structure as mechanic. An 

organic structure, on the other hand, is referred to as a network structure of control that 

encourages suggestions and improvements from the bottom-up (Burns and Stalker, 

1961) and thus could promote innovativeness.  

Based on the discussion above it is argued that because organisations that adopt a 

more organic structure are flexible with respect to commitments and focus on personal 

development they would value technological leadership and innovation. These 

organisations are more likely to introduce more novel products into the marketplace 

and substantially revive their existing market position. On the other hand, organisations 
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that adopt a more mechanic structure would have a non-flexible and strict hierarchical 

structure that would encourage the promotion of their existing range of products without 

any substantial changes to their marketing. Companies adopting a mechanic structure 

would rarely introduce new lines of products and would have a high tendency to imitate 

competitor offerings. These companies would make minor adjustments to their existing 

product lines to keep up with competition. Therefore it is hypothesised that: 

H3b: The more organic the organisational structure the higher the level of 

innovativeness. 

Figure 3.6 Hypothesis H3b 

 

 

Covin and Slevin (1989) argue that innovative organisations emphasise research and 

development throughout the organisation, develop more new product lines and strive to 

substantially alter their existing products and markets. Miller (1988) argues that 

innovativeness is more useful and prevalent in dynamic environments. Hamel (2000) 

reinforces this thinking by stating that in dynamic environments organisations have to 

be innovative to be competitive. Korth (2000) argues that enhanced information sharing 

and experimentation with operating styles allows employees to disregard formal 

procedures and break existing rules if it means getting things done, which in turn 

promotes innovativeness. However, innovativeness that is developed in response to 

perceived changes in circumstances could be either enhanced or stifled by 

organisational resources. In this regards, the influence of organisational structure on 

the relationship between innovativeness and perceived environmental dynamism is 

explored next. 

It has been said that organic structures use a network structure of control and are 

flexible with respect to commitments (Burns and Stalker 1961) and, they also allow 

organisations to adapt freely to changing circumstances. Organic structures also 

promote the organisation-wide focus on goal reaching and moving forward (Burns and 

Stalker 1961). This is reflected in managements’ philosophy of free-flow of information, 

informality of structure and strong tendency on letting the situation define 

responsibilities. The above view was supported by Khandwalla (1977) who also states 
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that due to their flexibility, organic structures are quick to adjust organisational 

operating styles to suit the ever changing conditions of the dynamic environment, 

quickly develop fast and efficient responses to environmental challenges, and maintain 

a high level of cooperation and individual responsibility. Based on the above it is 

argued that organisations adopting an organic structure would facilitate a stronger 

relationship between perceived environmental dynamism and innovativeness. It is 

argued that innovativeness is a vital part of developing an entrepreneurial strategic 

posture is response to environmental dynamism that can be either enhanced or stifled 

by organisational structure. Therefore it is hypothesised that: 

H3c: The relationship between perceived environmental dynamism and innovativeness 

is greater in case of organisations adopting a more organic structure rather than 

mechanic structure. (Figure 3.7) 

Figure 3.7 Hypothesis H3c 

 

As previously noted, organisational learning was identified as a critical organisational 

resource (Hitt, Ireland, Sexton and Camp, 2001; Teece et al, 1997), and as such is 

considered an ultimate source of competitive advantage for organisations (Hoffman 

and Schaper-Rinkel, 2001). The following discussion explores the role that learning 

plays in developing wealth creating strategies in the modern operating environment. Its 

relationship with innovativeness is discussed next.  

Innovativeness is required for organisations pursuing the development of creative or 

novel solutions, including the development or enhancement of products and services 

(Knight 1997). Because innovation involves considerable uncertainty (Nelson and 

Winter, 1982; Miller and Friensen, 1982) it is considered to be a knowledge intensive 

process. In fact, when invention is taking place, one of the keys to innovative 

performance at the aggregate level is in the transmission of information (Cowan and 
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Jonard, 2003). An active learning approach encourages management to listen to ideas 

from all employees; it promotes a two way communication between all levels of the 

organisation and upholds information sharing (Sadler-Smith et al, 2001). Active 

learning, or double-loop learning, reinforces questioning and the reframing of models 

that guide decision-making and behaviour in response to changes in an external 

environment and consequently the development of new ways of working (Argyris and 

Schon, 1978). Based on the above discussion it is argued that organisations that 

recognise the value of creating new knowledge and develop a more active learning 

orientation (Sadler-Smith et al, 2001) would be more innovative. They would be better 

positioned to research and develop new products, tap into new markets and introduce 

new business processes into the marketplace, and be capable of making substantial 

adjustments to their business model. Therefore it is hypothesised that: 

H3d: The more active the learning orientation the higher the level of innovativeness. 

Figure 3.8 Hypothesis H3d 

 

 

In the discussion above, organisational learning has been positioned as a strategically 

significant resource. Many authors argue that knowledge is a most critical firm-specific 

intangible resource (Hitt, Ireland, Sexton and Camp, 2001; Grant, 1996). As noted in 

section 2.2.1, resource-based theory has been extended to a knowledge-based theory 

of the firm by emphasising knowledge as an organisation’s most important distinctive 

resource and its ultimate source of competitive advantage (Hoffman and Schaper-

Rinkel, 2001; Teece et al, 1997). In turn, growing knowledge intensity has greatly 

increased the importance of and the emphasis on organisational learning (Schendel, 

1996). The discussion below expands on the above arguments by exploring the role 

organisational learning plays in the development of innovativeness within organisations 

holding varying perceptions of environmental dynamism. 

One way of drawing a distinction between passive and active types of organisational 

learning is by conceptualising change as occurring to differing degrees and at different 

levels (Sadler-Smith et al 2001). This implies that organisational learning is measured 

by its impact on organisational change. To conceptualise the impact of varying learning 
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orientations, Klimecki and Lableben (1998) proposed a typology that identifies two 

types of organisational orientation to change. First, a reactive organisational orientation 

to change refers to a passive learning orientation and is characterised by caution, 

inhibition and aversion to risk-taking and to experimentation. This type of learning 

orientation reinforces established ways of working and problem solving. Argyris and 

Schon (1978) suggest that passive learning will not lead to significant changes in the 

ways firms work in the long term. Organisations adopting a passive learning orientation 

would normally continue their present policies and continue working on their plans to 

achieve current objectives (Argyris and Schon, 1978). Korth (2000) argues that these 

companies will operate within the boundaries of a presented problem, make 

incremental improvements, and improve efficiency. In passive terms, individuals will 

find solutions that modify assumptions underlying strategies in ways that leave existing 

organisational values and norms unchanged. Passive learning achieves efficiency and 

effectiveness in short-term results (Korth, 2000). Passive learning is relatively simple, 

short-term oriented and may be no more than repetition of past behaviour (Foil and 

Lyles, 1985). The above suggests that organisations adopting a passive learning 

approach would tend to search for strategic inspiration from within the organisation, 

looking to improve on current strategies. 

In contrast to the above, an active orientation to change refers to a learning orientation 

that is based upon anticipation of future needs and is characterised by attempts to 

modify existing schematas through the incorporation of new technologies (Klimecki and 

Lableben, 1998). This type of learning reinforces questioning and the reframing of 

models which guide decision-making and behaviour in response to change in a firm’s 

external environment. Consequently, the firm develops new ways of working. Argyris 

and Schon (1978) further state that double-loop (active) learning leads to the 

organisation modifying its underlying norms, policies, or objectives. Organisations 

engaging in active behaviour disregard constraints of the presented problem, examine 

underlying assumptions and governing values, make fundamental changes, and find or 

create new problems to be solved. In double-loop terms, individuals will find solutions 

that result in the modification of values that shape current strategies and assumptions. 

This type of learning relates to a big picture or long-term perspective, which involves 

discovering new challenges and breaking old mindsets so that transformational results 

can be realised (Korth, 2000). Active learning promotes responses to changes in the 

environment requiring a change in actions; it results in the development of new and 

complex rules and associations that change behaviour (Foil and Lyles, 1985). 

Therefore organisations that adopt a more active learning orientation would base their 
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strategies in response to perceived environmental dynamism rather than preset plans 

and past behaviour found in passively learning organisations. 

Specifically, in a dynamic environment organisations that are more likely to develop an 

active learning orientation are those that frequently need to change their marketing 

practices to keep up with market trends and competitors, those whose marketing plans 

rapidly become obsolete due to changes in industry, those where demands and tastes 

of consumers are extremely hard to predict and production and services technologies 

often change (Miller and Friensen, 1982). Active learning is instrumental in research 

and development and as such allows organisations to introduce more new lines of 

goods and services and thus be more innovative. It is argued that these organisations 

are more likely to introduce new lines of products and pioneer new markets because 

these are the companies that encourage learning though experimentation and have 

effective information sharing mechanisms.  

On the other, hand organisations that adopt a passive learning orientation do not place 

similar value on learning and are more comfortable with non-innovative strategies that 

concentrate on marketing their existing goods and services (Covin and Slevin, 1989) 

without much regard to the uncovered opportunities presented by environmental 

dynamism. This is arguably due to a difference in strategic focus between passive 

learning organisations that concentrate on set strategies and past behaviours and, 

active learning organisations that focus on a longer-term perspective, which involves 

discovering new challenges and breaking old mindsets so that transformational results 

can be realised (Korth, 2000). Therefore it is argued that for passive learning 

organisations, the relationship between perceived environmental dynamism in the 

business operating environment and the level of innovativeness would be weaker than 

for active learning organisations. Therefore the following hypothesis is offered for 

testing: 

H3e: The relationship between perceived environmental dynamism and innovativeness 

is greater in the case of organisations adopting a more active learning orientation than 

passive learning orientation. (Figure 3.9) 
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Figure 3.9 Hypothesis H3e 

 

The above discussion provides arguments that support a set of hypotheses introducing 

the moderating effects of organisational learning and structure on relationships 

between perceived environmental dynamism and innovativeness. The following section 

explores arguments pertaining to influences that the alignment of organisational 

resources of learning and structure have on innovativeness. 

Due to their inimitability organisational learning and structure were identified as 

strategically significant resources (sections 2.2.2 and 2.5.1) (Teece, Pisano and Shuen, 

1997). Sirmon and Hitt (2003) noted that having the resources necessary for 

developing a competitive advantage is critical for any organisation to create wealth 

however; it is insufficient to guarantee survival or success. Managers have to configure 

their resources into bundles and then use these resource bundles to formulate 

strategies that exploit organisational resources to create wealth (Sirmon and Hitt 2003). 

This implies that endogenous organisational variables have to be aligned to maximise 

performance potential.  

Hypothesis 3b argued that a more organic structure would be positively related to 

organisational innovativeness. Specifically, a higher degree of innovativeness places a 

lot of emphasis on research and development of new lines of goods and services, as 

well as changes in technologies and operational process (Covin and Slevin, 1989). 

Hypothesis 3b was based on the argument that an organic structure would facilitate the 

process of innovativeness throughout the organisation through flexibility of 

commitments and responsibilities, strong focus on learning, utilisation of knowledge 

and organisational goal reaching (Khandwalla, 1977). However, it is also argued that 
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an organisations’ approach to learning would drastically change the emphasis 

dedicated to innovativeness even in organisations with an organic structure.  

Passive learning, or a reactive organisational orientation to change, reinforces 

established ways of working and problem solving and as such has been suggested will 

not lead to significant changes in the ways of working in the long term (Argyris and 

Schon, 1978). As previously noted, companies developing a passive learning approach 

will operate within the boundaries of a presented problem, make incremental 

improvements, and improve efficiency. This suggests that the passive approach to 

learning would encourage organisations with an organic structure to turn away from 

some innovative opportunities in favour of incremental changes and improvements in 

efficiency. Therefore it is argued that organisations developing an organic structure and 

a passive learning orientation would place less emphasis on innovativeness than 

organisations developing an organic structure and a more active learning orientation. 

Based on the above arguments it is hypothesised that:  

H3f: The relationship between organisational structure and innovativeness is greater in 

case of organisations adopting a more active learning orientation rather than passive 

learning orientation. (Figure 3.10) 

Figure 3.10 Hypothesis H3f 

 

 

The above discussion explores a series of relationships addressing innovativeness, 

one of the three dimensions of entrepreneurship. The following discussion will 

concentrate on exploring similar relationships pertaining to proactiveness and the 

propensity to take risks, the two remaining dimensions of entrepreneurship. First the 
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relationship between perceived environmental dynamism and proactiveness is 

explored.  

Proactiveness is a crucial organisational process, since it entails a forward-looking 

perspective (Lee, Lee and Pennings, 2001). A proactive approach involves firm 

initiatives based on managerial discretion (Majumdar and Marcus, 2001) and 

interpretations of environmental issues as opportunities (Sharma, 2000). Hence the 

level of proactiveness adopted by an organisation would be largely dependent on 1) a 

business leaders’ understanding of the environment they operate in, 2) their ability to 

interpret the conditions they face and assign meanings to actions they take, which is 

likely to occur in fairly idiosyncratic ways (Marcus and Geffen, 1998).  If an organisation 

is able to develop the dynamic capability of a proactive environmental approach, it is 

likely to generate a competitive advantage (Aragon - Correa and Sharma, 2003).  

More proactive organisations would be developing a forward-looking perspective by 

initiating competitive actions that will allow them to identify new opportunities (Covin 

and Slevin, 1989).  These organisations would strive to beat competitors with new 

product/market introductions and typically adopt a more competitive strategy and 

initiate competitive clashes. It is argued that organisations that perceive their business 

environment as dynamic, one that is full of new wealth-creating business opportunities, 

one where business units frequently need to change their marketing practices to keep 

up with market trends and competitors, where the rate of product obsolescence is very 

fast and where production and service technology change often, need to be more 

proactive to be competitive. Therefore it is hypothesised that: 

H4a: The higher the level of the perceived environmental dynamism the higher the 

level of proactiveness. 

Figure 3.11 Hypothesis H4a 

 

 

Looking at the interaction of proactiveness as a strategy and organisational entity, 

Sharma (2000) suggests that organisations pursuing proactive strategies are more 

likely to decentralise decision making. Also, Russo and Fouts (1997) state that 

Perceived 
Environmental 
Dynamism 

 
Proactiveness 
 

H4a 



 68 

proactive strategies require far-reaching organisational and managerial changes. 

Organisations that pursue a proactive strategy are more likely to introduce new 

products ahead of their competition and would be more open to change that is required 

to stay ahead of competitors and to define new competitive spaces (Covin and Slevin, 

1989).  The proactive approach would not flourish in just any organisation. It is argued 

that organisations with more organic structures would be able to develop higher levels 

of proactiveness in their strategies. This is mainly because organic structures allow 

information to flow freely throughout the organisation, have a strong emphasis on 

letting circumstances determine who has the most to say and what job/task 

requirements really are, and encourage loose and informal relationships within the 

organisation (Khandwalla 1977). Hence, these organisations would likely be the first to 

initiate competitive actions, first to introduce new goods and services onto a 

marketplace, and typically would initiate competitive clashes rather than respond to 

them. Therefore it is hypothesised that:  

H4b: The more organic the organisational structure, the higher the level of 

proactiveness. 

Figure 3.12 Hypothesis H4b 

 

 

Proactiveness involves firm initiatives based on managerial discretion (Majumdar and 

Marcus, 2001) and interpretations of environmental issues as opportunities (Sharma, 

2000). As previously argued (Hypothesis 4a), organisations that perceive their 

business environment as dynamic, the one that is full of new wealth-creating business 

opportunities would develop higher levels of proactiveness. Knight (1997) argued that 

proactiveness places the emphasis on aggressive execution driving towards 

achievement of the firm’s objectives by whatever reasonable means are necessary. 

However, it is imperative that the organisation-wide focus on goal-reaching is backed 

up by its resource configuration. This section explores the influence of adopting a 

particular organisational structure on the relationship between perceived environmental 

dynamism and proactiveness.  
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It is argued that organisations operating in dynamic environments would display higher 

proactiveness and be more facilitative of initiating novel competitive actions if they 

develop an organic structure. An organic structure would facilitate proactive initiatives 

as a strategic response to the environmental dynamism. The take up of new processes 

and the adoption of new technologies throughout the organisation would be enhanced 

by opening up the channels of communication and emphasising the need to adapt to 

changing circumstances in the dynamic environment. On the other hand, it could be 

suggested that mechanic structure would promote reactive strategies by restricting 

information flows, emphasising formality and conformity to existing operating styles and 

encouraging employees to stick to tried processes. These principles in turn would likely 

translate into reactive actions to environmental change, and slow the organisation with 

respect to the introduction of new products and strategies as well as encourage it to 

avoid competitive clashes initiated by more proactive organisations. The overall 

emphasis on environmental dynamism present in the environment would be reduced 

by strictly hierarchical structures. Therefore it is hypothesised that: 

H4c: The relationship between perceived environmental dynamism and proactiveness 

is greater in case of organisations adopting a more organic structure rather than 

mechanic structure. (Figure 3.13) 

Figure 3.13 Hypothesis H4c 

 

The argument structure leading up to H3d is now adopted to explore the role 

organisational learning plays in developing proactiveness. 

Covin and Slevin (1989) argued that proactive strategies promote the initiation of new 

competitive tactics. A proactive orientation to change is based upon the anticipation of 

future needs and is characterised by attempts to modify existing schematas through 

the incorporation of new technologies (Klimecki and Lableben, 1998). It has been 
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established that proactiveness requires embeddedness of the capabilities of learning 

(Lee, Lee and Pennings, 2001). Sadler-Smith et al (2001) argue that organisational 

learning orientation is often conceptualised as change occurring to differing degrees 

and at different levels. The above authors suggest that an active learning orientation 

promotes change within an organisation by reinforcing questioning and the re-framing 

of models which guide decision making and behaviour in response to changes in a 

firm’s external environment and consequently develops new ways of working. It is 

argued that in order to anticipate future needs, organisations need to adopt a more 

complex, and thus more active learning orientation. Those organisations that succeed 

in developing a more active learning orientation would be in a position to initiate new 

competitive tactics and strategies, develop new products and tap into new markets 

and, would be prepared to deviate from industry norms to pursue new opportunities. 

Thus it is argued that the more actively learning organisations would be accompanied 

by a higher proactiveness in strategies. Therefore it is hypothesised that: 

H4d: The more active the learning orientation the higher the level of proactiveness. 

Figure 3.14 Hypothesis H4d 

 

 

The above hypothesis H4d conceptualises a relationship between organisational 

learning, the resource that is considered to be one of the most critical first-specific 

intangible resources, and proactiveness, which is one of the three dimensions of 

entrepreneurial strategic posture. This section explores the effect organisational 

learning would have on the strength of the relationship between perceived 

environmental dynamism and proactiveness.  

As previously argued in hypothesis H3e, organisations that adopt more active learning 

orientations would design their strategies in response to perceived environmental 

dynamism rather than preset plans and past behaviours found in passively learning 

organisations. By the same token, organisations adopting a passive learning approach 

would tend to search for strategic inspiration from within the organisation, looking to 

improve on current strategies. It is argued that the intensity of proactiveness in 
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strategies, organisational responses to environmental dynamism, would be affected by 

the type of learning orientation they adopt.  

A reactive strategy characteristic implies that the decision maker is driven by the 

situation and there is little or no proactive and planned use of information (Frese, 

Brantjes, and Hoorn, 2003). There is little goal orientation, no long term planning and, 

the knowledge base is not well developed because feedback cannot be understood 

since decision makers do not have knowledge about what went right or wrong (Frese et 

al, 2003). As it was previously stated, passive learning is relatively simple, short-term 

oriented and may be no more than the repetition of past behaviour (Foil and Lyles, 

1985). This results in organisations adopting a reactive approach to strategy by not 

actively searching for opportunities and other environmental changes. Rather, they 

stumble upon these changes or are made aware of them by their competitors or other 

people (Frese et al, 2003). These organisations have no systematic search for 

feedback, and therefore information is often too late or too lacking in detail to be useful 

(Frese et al, 2003). 

On the other hand, organisations that develop a more active learning orientation would 

promote developing strategies in response to changes in the external environment (Foil 

and Lyles, 1985). Proactive orientation to change is based upon anticipation of future 

needs and characterised by attempts to modify existing schematas through the 

incorporation of new technologies. It has also been established that a proactive 

approach requires embeddedness of the capabilities of learning (Lee, Lee and 

Pennings, 2001; Sharma and Vredenburg, 1998; Hart, 1995). Thus, it is argued that 

organisations that perceive their operating environment as dynamic would be placing 

more emphasis on proactiveness in their strategies if they adopt a more active learning 

orientation. Hence, it is argued that the relationship between perceived environmental 

dynamism and proactiveness would be stronger for organisations adopting a more 

active learning orientation. This is because such organisations would stress the need to 

acquire new information and learn about new business opportunities available in the 

dynamic environment in order to proactively take advantage of them. Thus, based on 

the arguments above it is hypothesised that:  

H4e: The relationship between perceived environmental dynamism and proactiveness 

is greater in case of organisations adopting a more active learning orientation rather 

than passive learning orientation. (Figure 3.15) 
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Figure 3.15 Hypothesis H4e 

 

It is further argued that organisational learning would have a similar moderating 

influence on the relationship between organisational structure and proactiveness. 

Hypothesis 4b argued that the more organic the organisational structure the higher the 

level of proactiveness. The influence of organisational learning on the strength of the 

relationship between structure and proactiveness is explored next. 

As previously noted, active learning orientation relates to a big picture or long-term 

perspective, which involves discovering new challenges and breaking old mindsets so 

that transformational results can be realised (Korth, 2000). This suggests that 

organisations adopting an active learning orientation would be proactive in their nature. 

Organic structures promote similar values by opening up channels of communication 

and allowing organisations to adapt freely to a changing environment (Khandwalla 

1977). The above suggests that organisations with an organic structure would maintain 

a stronger focus on making fundamental changes, research and development and new 

product introduction if they develop an active learning orientation. The relationship 

between structure and proactiveness may be enhanced by the productive effects of an 

active learning orientation. On the other hand, counter-productive effects of a passive 

learning orientation would stifle attempts to develop proactiveness in strategies by an 

organisation with an organic structure. Therefore it is argued that organisations with 

organic structures would have a stronger focus on proactiveness if they develop more 

active learning orientations. Therefore based on these arguments it is hypothesised 

that:  

H4f: The relationship between organisational structure and proactiveness is greater in 

case of organisations adopting a more active learning orientation rather than passive 

learning orientation. (Figure 3.16) 
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Figure 3.16 Hypothesis H4f 

 

The above discussion explores a series of relationships between perceived 

environmental dynamism, organisational structure, learning, innovativeness and 

proactiveness. To recap, the purpose of this study is to examine some of the strategic 

challenges that organisations operating in the current business environment face. 

These challenges are explored from a resource configuration perspective with an 

understanding that the purpose of such organisations is to create new wealth. 

The propensity to take risks is the last but not least important dimension of the 

entrepreneurial strategic posture. A series of relationships pertaining to influences the 

environment and two intangible organisational resources explored above would have 

on an organisational propensity to take risks are explored next.  

It has been noted that perception of risk is what distinguishes the entrepreneurial 

organisation from the rest. It is not a personality trait, an approach or reaction to the 

world but a perception of the world (Perry 1990). The risk-taking propensity of a firm 

can be inferred from its willingness to incur large resource commitments to an 

uncertain and novel business (Lumpkin and Dess, 1996; Miller 1983).  

As previously noted (section 2.4.2), risk-taking propensity is not easily established 

since it depends on foresights regarding new businesses (Masakowski, 1998). Covin 

and Slevin (1989) argue that the propensity to take risks is higher in organisations 

willing to take on high risk projects with potentially large return. These organisations 

are more likely to act boldly with respect to market dynamics and adopt an aggressive 

posture in order to exploit new opportunities (Covin and Slevin, 1989). Hitt et al (2000) 

argue that those environments that are perceived as highly dynamic are more 

uncertain and thought to hold more unexplored business opportunities. Higher 
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environmental uncertainty is associated with higher perceived risk (Aragon - Correa 

and Sharma 2003; Porter 1980) as well as business opportunities. However, as argued 

by Miles, Covin and Heeley (2000) the propensity to take risks is instrumental to 

organisational ability to take advantage of unexplored business opportunities.  Based 

on the above discussion it is argued that in order to create new wealth, the propensity 

to take risks will be higher in organisations that perceive their environment as dynamic. 

Consequently the following hypothesis is offered for testing: 

H 5a: The higher the level of perceived environmental dynamism the higher the 

propensity to take risks. 

Figure 3.17 Hypothesis H5a 

 

 

In order to deal with dynamism in the environment organisations have to develop more 

flexible organic structures (Burns and Stalker 1962). It is argued that organisations that 

actively delegate decision-making and allow employees to disregard formal procedures 

are taking on calculated risks. These organisations are more likely to develop a bold, 

aggressive risk-taking posture in order to maximise the probability of exploiting 

potential opportunities. These organisations are adopting a more organic structure and 

are also more likely to develop wide-ranging tactics that are necessary to achieve 

organisational objectives. On the other hand, a mechanic organisational structure 

exerts pressure on employees to be methodical, prudent, and disciplined, therefore 

reinforcing adaptive, risk-averse behaviour (Kirton, 1994). Because organic structures 

are not restrictive in their thinking allowing strategies to be altered as required and, 

organisations to change quickly with the environment, it is argued that these 

organisations would be taking on greater risks with regards to exploiting new growth 

opportunities. It is further argued that a less centralised control of strategic decisions 

would allow organisational members to take on greater risks that are required to 

formulate most effective strategies and execution. Therefore based on the above, it is 

argued that organisations with a more organic structure would be developing a higher 

propensity to take on business risks. Thus it is hypothesised that: 
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H5b: The more organic the organisational structure the higher the propensity to take 

risks. 

Figure 3.18 Hypothesis H5b 

 

 

Hypothesis 5a argued that in order to create new wealth, organisations that perceive 

their environment as dynamic would take on higher risks than organisations that 

perceive their environment as stable. However, as previously argued in hypotheses 

H3c, H3e, H4c and H4e, organisational tendency to explore these opportunities would 

depend on its resource configuration. In particular, it was argued that the type of 

structure adopted would either enhance or impede organisational commitment to each 

strategic dimension (innovativeness, proactiveness and risk-taking). It is suggested that 

a mechanic structure, owing to its bias towards sticking to tried practices and tied 

controls over staff responsibilities and procedures that are adopted within the 

organisation (Khandwalla, 1977), would be less likely to take on risks related to the 

uncertainty in the environment than organisations with a more organic structure. This is 

largely due to an organic structure allowing the freedom in operating styles, high 

emphasis on adapting to the changing conditions in the environment and 

encouragement to adjust responsibilities and practices to suit the situation 

(Khandwalla, 1977). Further, it is argued that organisations with an organic structure 

are more likely to take on risks and commit resources to uncertain and novel business 

opportunities as they perceive them to be present in the dynamics of the business 

environment. Thus the following hypothesis is offered for testing: 

H 5c: The relationship between perceived environmental dynamism and risk-taking is 

greater in case of organisations adopting a more organic structure rather than 

mechanic structure. (Figure 3.19) 
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Figure 3.19 Hypothesis H5c 

 

Similar to the arguments presented with respect to innovativeness (H3d) and 

proactiveness (H4d), propensity to take risks is next considered in the context of 

learning orientation. 

The literature review established that risk is a capacity that changes over time with 

learning and experience (McCarthy, 2000). McCarthy and Leavy (1999) provide 

support for the view that learning plays an important part in altering the entrepreneur’s 

perception of risk. Furthermore Masakowski (1998) argued that risk-taking propensity is 

not easily established since it depends on foresight regarding new business 

opportunities. Active learning organisations encourage information sharing throughout 

the organisation, listen to ideas put forward by employees, encourage a two-way 

communication process at all levels about where the company is going, welcome 

change and experimentation in working methods (Sadler-Smith et al, 2001). For this 

reason it is here suggested that they would be much better positioned to assess and 

take on risks than passive learning organisations. Smart and Vertinsky (1984) support 

this argument by stating that developing adaptive approaches to the environment 

minimises risk. It is argued that organisations that develop a more active learning 

orientation would be more informed about the risks involved in the strategies they 

pursue. Thus, these organisations are more likely to take on more daring actions with 

higher perceived risk factors. On the other hand, organisations that adopt a more 

passive learning orientation are more likely to stick to lower risk projects, would explore 

new business opportunities more gradually and would develop strategies that minimise 

the probability of making costly decisions. With regards to these arguments it is 

hypothesised that:  
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H5d: The more active the learning orientation, the higher a firm’s propensity to take 

risks. 

Figure 3.20 Hypothesis H5d 

 

 

Hypothesis H5a argued that the higher the level of perceived environmental dynamism 

the higher the organisational propensity to take risks. Developing further from this it is 

argued that not all organisations that define their environment as dynamic would 

approach risk-taking in the same way. 

Hypothesis 5d proposed a relationship between active learning orientation and 

organisational propensity to take risks. In tenet to the above is the suggestion that 

passive learning organisations are more likely to be highly resistant to high risk 

projects.  

Passive learning organisations heavily restrict access to certain information, have 

strictly defined information flow procedures and stifle learning through experimentation 

(Sadler-Smith et al, 2001). Such organisations would be less inclined to take on a risky, 

bold, aggressive competitive posture in order to minimise risks relating to uncertain 

opportunities available in dynamic environments. This would in turn reduce probabilities 

of exploiting potential growth opportunities. Opportunities are not developed largely 

because organisations acquire information in a passive way (passive learning 

orientation) and thus are more focused on improving efficiency and past behaviour that 

involves little risk. It is argued that passive learning organisations are less likely to 

identify opportunities available in dynamic environments because they do not know as 

much about them and would adopt more risk-averse competitive postures. 

On the other hand, organisations that adopt active learning are open with regards to 

the information available to employees, listen closely to employee suggestions, 

encourage two way communication and experimentation with working practices 

(Sadler-Smith et al, 2001). Furthermore, active learning orientation focuses on a big 

picture, long-term growth and new challenges (Korth 2000). It is argued that these 

organisations are more likely to gain a better understanding of the risks involved in 
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uncertain projects as well as have a better understanding of available opportunities. 

These organisations would have a higher propensity to accept risks with regard to 

uncertain opportunities arising in dynamic environments as a result of more active 

learning orientation. Therefore it is hypothesised that:  

H5e: The relationship between perceived environmental dynamism and risk-taking is 

greater in the case of organisations adopting a more active learning orientation rather 

than passive learning orientation. (Figure 3.21) 

Figure 3.21 Hypothesis H5e 

 

Hypotheses H3f and H4f explored the effects of aligning structure and organisational 

learning with innovativeness and proactiveness respectively. The following section 

explores these effects in terms of propensity to take risks. Hypothesis 5b argued that 

the more organic the organisational structure the higher the level of propensity to take 

risks. Here it is argued that the relationship between organisational structure and the 

propensity to take risks is stronger for those organisations that align the resources of 

organisational structure and learning.  

As previously stated in the literature review, the propensity to take risks can be inferred 

from an organisational willingness to incur large resource commitments to uncertain 

and novel business (Lumpkin and Dess, 1996; Miller 1983) and tendencies towards 

wide-ranging and bold competitive actions and aggressive competitive posturing with 

regards to new opportunities (Covin and Slevin’s, 1989). Argyris and Schon (1978) 

argue that organisations adopting a passive learning orientation would normally stick to 

their present policies and continue working on achieving current objectives, which 

would normally diminish risks they have to take. Passive learning organisations will find 
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solutions that modify assumptions underlying strategies in ways that leave existing 

organisational values and norms unchanged. Thus they would seek reduced 

uncertainty by avoiding questioning of status quo and, hence, avoid associated risks.  

It is argued that an organisational resource of passive learning orientation would stifle 

experimentation, would discourage employees from changing company policies and 

restrict access to the information on strategic plans (Sadler-Smith et al, 2001). While at 

the same time the other resource, an organic structure, would encourage employees to 

disregard formal procedures if this means getting work done, and encourage strong 

cooperation for moving forward aggressively. It is argued that the adoption of a passive 

learning orientation would diminish organisational emphasis on the propensity to take 

risks even if other organisational resources such as structure encourage it (risk-taking). 

It is suggested that the relationship between risk taking and organic structure would be 

diluted by adopting a more passive learning orientation because of the conflict between 

the two resources.  Based on the above argument it is hypothesised that:  

H5f: The relationship between organisational structure and the propensity to risk-taking 

is greater in case of organisations adopting a more active learning orientation rather 

than passive learning orientation. (Figure 3.22) 

Figure 3.22 Hypothesis H5f 

 

This section has presented a series of hypotheses formulated based on an extensive 

review of the literature. The following section addresses issues concerning 

methodology and presents a framework for testing the hypotheses presented again for 

ease of reference in Table 3.1 below. 
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Table 3.1 Table of Hypotheses 

Hypotheses 
H1a: The higher the level of the perceived environmental dynamism the more active the 
learning orientation. 
H1b: The higher the level of the perceived environmental dynamism the more organic the 
organisational structure. 
H2: The more organic the organisational structure the more active the learning orientation. 
H3a: The higher the level of the perceived environmental dynamism the higher the level of 
innovativeness. 
H3b: The more organic the organisational structure the higher the level of innovativeness. 
H3c: The relationship between perceived environmental dynamism and innovativeness is 
greater in case of organisations adopting a more organic structure rather than mechanic 
structure. 
H3d: The more active the learning orientation the higher the level of innovativeness. 
H3e: The relationship between perceived environmental dynamism and innovativeness is 
greater in the case of organisations adopting a more active learning orientation than 
passive learning orientation. 
H3f: The relationship between organisational structure and innovativeness is greater in 
case of organisations adopting a more active learning orientation rather than passive 
learning orientation. 
H4a: The higher the level of the perceived environmental dynamism the higher the level of 
proactiveness. 
H4b: The more organic the organisational structure, the higher the level of proactiveness.  
H4c: The relationship between perceived environmental dynamism and proactiveness is 
greater in case of organisations adopting a more organic structure rather than mechanic 
structure. 
H4d: The more active the learning orientation the higher the level of proactiveness. 
H4e: The relationship between perceived environmental dynamism and proactiveness is 
greater in case of organisations adopting a more active learning orientation rather than 
passive learning orientation. 
H4f: The relationship between organisational structure and proactiveness is greater in case 
of organisations adopting a more active learning orientation rather than passive learning 
orientation. 
H5a: The higher the level of the perceived environmental dynamism the higher the 
propensity to take risks. 
H5b: The more organic the organisational structure the higher the propensity to take risks. 
H5c: The relationship between perceived environmental dynamism and risk-taking is 
greater in case of organisations adopting a more organic structure rather than mechanic 
structure. 
H5d: The more active the learning orientation the higher a firm’s propensity to take risks. 
H5e: The relationship between perceived environmental dynamism and risk-taking is 
greater in case of organisations adopting a more active learning orientation rather than 
passive learning orientation. 
H5f: The relationship between organisational structure and the propensity to risk-taking is 
greater in case of organisations adopting a more active learning orientation rather than 
passive learning orientation. 

For reader ease, the overall model for testing is resented in Figures 3.10 to 3.15 below. 
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Figure 3.23 (Hypotheses H1a – H2) 

 

Figure 3.24 (H3a, H3b, H3d, H4a, H4b, H4d, H5a, H5b and H5d) 
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Figure 3.25 H3e and H3c 

 

Figure 3.26 H4e and H4c 

 

Learning 
Orientation  

Structure  

Perceived 
Environmental 

Dynamism 
 

 
Proactiveness  

H 4c 

H 4e 

Learning 
Orientation 

Structure  

Perceived 
Environmental 

Dynamism 
 

 
Innovativeness  

H 3c 

H 3e 



 83 

Figure 3.27 H5e and H5c 

 

Figure 3.28 H5f, H4f and H3f 
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4.0 Methodology 

4.1 Introduction 

To this point, the study has presented a comprehensive review of literature addressing 

in particular the constructs of organisational learning, structure, environmental 

uncertainty, and strategic posture. An in-depth examination of these constructs has 

allowed for the development of further arguments about relationships between these 

constructs. Conceptualisation of the relationships led to the development of a number 

of hypotheses presented in the previous chapter for testing. The current chapter 

presents a methodology for testing these hypotheses. In particular, this chapter 

discusses data-collection methods, questionnaire development, the measurement of 

variables and sampling design. 

4.2 Secondary data 

Numerous journals, books, online resources, Australian Bureau of Statistics resources, 

and consultations were used to collect information for the literature review and 

methodology chapters. Information obtained from these sources was utilised with the 

purpose of conceptualising and conducting the research at hand. In particular, 

information for the Australian Bureau of Statistics was used to select the population for 

this study.  

4.3 Primary Data  

This research is a cross-sectional study aimed at organisations competing in the 

contemporary business operating environment.  

Due to financial and time constraints a combination of mail and online survey methods 

were adopted. Given a wide geographical distribution of respondents (Western 

Australia, statewide) and the volume of the information that had to be collected from 

each respondent, a mail out survey combined with an online survey was considered to 

be most appropriate. The reasons for choosing a combination of mail (off-line) and 

email (online) methods were to reduce the overall cost of the survey, and to provide 

respondents with a choice of response method in order to further increase the 

response rate. Subsequent t-test for equality of means revealed no difference in 

responses between online and off-line surveys. This type of survey allows respondents 
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to provide substantial information at their own pace. Telephone and face-to-face 

surveys were considered unreasonable options. 

Data for testing the proposed hypotheses were collected by a 2 stage survey process. 

First, organisations from a random sample (for more information on the sample 

selection approach please see section 4.8) were contacted over the phone with the 

purpose of obtaining their consent to participate from a representative of the senior 

management team (Managing Director, General Manager or Marketing Manager). 

Those organisations that provided their consent were given a choice to complete the 

questionnaire online or by mail. Subsequently, companies that gave their consent to 

participate were mailed an introductory letter and a questionnaire or emailed the letter 

with a web link to the questionnaire for online data collection. The online introductory 

letter and questionnaire were identical to the mail version of the survey. The letter 

contained an information sheet explaining the nature and the purpose of this research 

consistent with the requirements for conducting research with human subjects (for 

more information please see Human Research Ethics Committee UWA web site). 

Respondents that chose to fill out the mail questionnaire were also provided with a 

return ‘reply-paid’ envelope to avoid unnecessary non-response. The reasons for 

choosing a combination of mail (off-line) and email (online) methods were to reduce the 

overall cost of the survey, and to provide respondents with a choice of response 

method in order to further increase the response rate.  

The aim of the survey was to collect quantitative data on a number of variables from a 

sample in a most time and cost efficient manner. In turn this has enabled the findings to 

be generalised to the entire population studied; an integral goal of this study. 

4.4 Population  

To examine the hypothesised relationships presented in Chapter 3, the sample 

population selected for this study comprised of 12,429 WA manufacturing firms listed 

on the ANZSIC registrar. The Australia on Disk software was used for this purpose. 

The manufacturing sector in Australia across all states has experienced relatively 

stable performance and turnover over the past 10 years (ABS Measuring Australia's 

Economy 2004). Furthermore, the manufacturing industry globally is witnessing 

significant technological advances turning competition hyperactive. The decision to 

confine the study to one sector and state was deemed wholly justifiable and 

furthermore advantageous in that it was thought that local regional firms may be more 
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wiling to participate in the study than those interstate thereby benefiting response rates 

and potential generalizability of findings.  

4.5 Sampling Method 

A simple random sampling method provides each individual organisation within the 

population with the same probability of being selected (Jeffcoat and Belgrave, 1998). 

The simple random sampling approach was selected as the most appropriate for this 

study.  In order to estimate the response rate of organisations and to enable researcher 

to calculate the sample size required for this study an initial random sample of 100 

organisations was generated. The sample was used to estimate the percentage of 

organisations willing to participate in the study, i.e. those organisations that provide 

their consent to receiving the questionnaire, and, the percentage of completed 

questionnaires returned. It was decided to approach organisations by contacting 

potential respondents over the phone to obtain their consent and subsequently sending 

out (mail or email) questionnaires. Out of 100 organisations contacted by phone 49 

agreed to participate in the survey, a response rate of 49%. Once the survey was 

mailed/emailed to them 25 (51%) completed survey were returned. The split in 

preference between receiving the survey either mail and email was 50/50. Of 25 

completed responses returned, 12 were returned by mail, while 13 were completed 

online. The overall response rate was 25 percent. 

All responses that were generated as a result of this test were included in the data 

analysis. Also all identical firms were removed from the next round of random 

sampling. This way firms were not approached twice.  

Once the estimated number of responses required for model testing was established, it 

was possible to determine the formula for estimating the required sample size. The 

survey sample is discussed next. 

Sample Size = (Number of responses required for testing) / (estimated response rate) 
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4.5.1 The sample  

Sample size affects all results, thus setting an appropriate sample size is critical to 

determining the level of analysis required to obtain and interpret research finding (Hair 

et al, 1995). Sample size in Hair’s et al, (1995) arguments refers to the number of 

cases entered for analysis. Considering the level of statistical analysis that needs to be 

performed and the purpose of the research data collection a target of 200 responses 

was set.  

As it was mentioned previously (population section) The Australia on Disk software was 

used to identify a population of 12,429 manufacturing firms operating in Western 

Australia under ANZSIC 28. Based on the results of the pre-test sample and estimated 

response rate 1000 organisations were randomly chosen from the AOD software. An 

additional 2000 organisations were randomly selected at a later date to enable the 

researcher to collect sufficient data. This was necessary due to a large number of 

incorrect contact details and “no answer” after 2 calling attempts. The data collection 

was stopped when the desired number of responses (200) was reached. An in-built 

feature of the software was used to generate the random sample. The sample was not 

alphabetised but rather was further randomly ordered to maintain as much randomness 

in the sampling procedure as possible.  

Subsequently it was discovered that the response rate had dropped dramatically to 8 

per cent. Out of 2600 participants that were contacted, 23 per cent (598) gave their 

consent, and of these 210 or 35 per cent returned competed questionnaire.    

Such a poor response rate was attributed to a number of factors. These are 12% of the 

phone numbers list in the population were invalid which points to problems with the 

database used. Also, a further 15 per cent of respondents could not be reached on the 

phone even after second attempt. Nonetheless, by adopting a strict adherence to the 

requirements for randomness, it was still possible within resource constraints to obtain 

a sufficiently large enough sample to proceed with subsequent analysis.  
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4.6 Questionnaire design 

Questionnaire design involves integrating all construct measures in a survey in such a 

way as to maximise response rate while providing sufficient information to potential 

respondents. The survey questionnaire included measures for each construct 

operationalised in the model.  All measures in the questionnaire were included in their 

original format with introductory sentences. The measures appeared in the following 

order; structure, innovation, proactiveness, risk-taking, environment, and learning 

orientation. Each set of questions/statements was preceded by instructions indicating 

how to respond. A round of pre-testing was carried-out to ensure that these instructions 

were sufficiently well understood (see 4.6.1). 

Questions relating to company information such as respondents’ position within the 

company, size of the company, the year the company was established, and the 

company’s market share were also included. The respondent’s position within the 

company made it possible to validate credibility of responses. Other company data was 

used to build a profile of organisations that participated in this survey.  

The survey was accompanied by an introduction letter. The letter explaining the nature 

and purpose of the research consistent with the university’s requirements regarding 

research involving human subjects was sent to each respondent. Respondents were 

reassured that the sample was selected randomly and that data would be assessed in 

aggregate form only. Respondents were assured of the confidential nature of the study. 

For the online version of the survey, the letter was converted into an email and 

distributed electronically.  

Also, all respondents were offered copy of findings upon completion of the study. A 

paper copy of the questionnaire is attached in Appendix 1 (p. 165). 

4.6.1 Pre-testing the questionnaire 

Pre-testing of the questionnaire on a small sample allows for the identification and 

elimination of any potential areas of misunderstanding and misinterpretation (Hair, 

Anderson, Tatham, and Black, 1995).  Pre-testing was conducted by a two-stage 

process.  
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First, all items in the questionnaire were tested to ensure that the wording in the 

statements is clear and not ambiguous. This pre-test was conducted one-on-one with 

five respondents drawn from members of academic staff and students from the 

Business School of the University of Western Australia. To minimise measurement 

error Q-sort, a qualitative sorting technique, was used to maximise item face validity of 

all measure. Moreover, all measures selected for this study are conceptually 

appropriate and have received both validity and reliability support in the literature.  

The second stage of the pre-test was conducted on a sample of sixty MBA students 

from the Graduate School of Management, at the University of Western Australia. The 

pre-test was conducted with a complete questionnaire to identify possible flaws in 

questionnaire design such as ambiguous questions, unclear wording, ordering and 

other issues. Feedback from student was analysed and provided a valuable 

contribution to improving the design of the questionnaire.  

The above section provides an overview of the questionnaire design and pre-testing 

methods. The following section addresses measures operational in the questionnaire.  

4.6.2 Measures 

Measures for environmental dynamism, organisational structure, learning orientation, 

innovativeness, proactiveness, and the propensity to take risks were employed in this 

study. The last three constructs represent independent dimensions of 

entrepreneurship, a construct of strategic posture and, are discussed under a common 

heading. Further detail with regard to these constructs is discussed below. All 

measures adopted were consistent with the conceptual design of this study. 

4.6.2.1 Environmental Dynamism 

Dynamism is defined as the rate of change of innovation in the industry as well as the 

uncertainty or unpredictability of the actions of competitors or customers (Miller and 

Friensen, 1982). Dynamism is manifested in the degree of instability or turbulence of 

such key operative concerns as market and industry conditions, as well as more 

general technological, economic, social, and political forces (Miles et al, 2000; 

Shafman and Dean, 1991; Dess and Beard, 1984; Emery and Trist, 1965). 
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Similar to Miles et al (2000) dynamism is measured on a scale from stable to dynamic 

using Miller and Friensen’s (1982) 5-item, 7-point environmental dynamism scale. Each 

item in the scale presents two statements; one of the statements corresponds to the 

“stable” end of the continuum, and the other to the “dynamic” end. The level of the 

perceived dynamism is an overall average score on this measure.  

 4.6.2.2 Organisational learning orientation 

Organisational learning is the process of the acquisition of new knowledge by parties 

who are able and willing to apply that knowledge in making decisions and influencing 

others in the organisation (Hitt and Ireland, 2000; Hitt, Ireland and Lee, 2000; Miller, 

1996). Klimecki and Lassleben (1998) describe organisational learning as “changes in 

organisational knowledge that are induced by information processing and enable an 

organisation to find new ways in order to survive and succeed in new situations.” 

Sadler-Smith, Spicer and Chaston (2001) have explored a range of instruments while 

searching for a valid and reliable measure of an organisation’s learning orientation. As 

a result, Sadler-Smith et al (2001) developed their own measure of active-passive 

learning orientation based on a 9-item 5-point ‘strongly agree’ and ‘strongly disagree’ 

semantic differential scale. Factor analysis of the original scale conducted by the 

authors in a similar context, revealed 5 items with factor loadings of 0.6 and higher, 

these items were identified as the learning orientation of an organisation and were 

selected for integration in this study.  

4.6.2.3 Strategic Posture: innovativeness, proactiveness, risk-taking. 

The strategic responses of organisations have been viewed in multiple ways within the 

extant literature. These have included for example Khandwalla’s (1976), Miles, Snow, 

Meyer and Coleman (1978), Miller and Friensen’s, (1982), Smart and Vertinsky’s 

(1984), Ginsberg (1985), Morris and Paul (1987) and Knight (1993). A number of 

authors have built on Khandwalla’s (1976) characteristics of strategic postures that 

organisations take in response to environmental change. Specifically, relevant to this 

study is the work of Covin and Slevin (1989) who built on Khandwalla’s (1976) and 

Ginsberg’s (1985) work and proposed three dimensions of strategic posture 1) 

innovativeness, 2) proactiveness and 3) risk-taking. The three dimensions comprise 

organisational response to environmental change (Covin and Slevin, 1989). Whether it 
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is entrepreneurial response (posture) or conservative response (posture), it reflects 

organisational strategy pertaining to those three dimensions.  

Covin and Slevin (1989) developed a nine-item scale to measure a firm’s degree of 

entrepreneurial orientation. The Covin and Slevin’s (1989) measure was used in a 

study by Miles et al (2000) in its original format. The strategic posture measure 

includes a 9-item, 7-point scale that assesses firms’ tendencies towards 

innovativeness, proactiveness and the propensity to take risks (Miles et al, 2000). Each 

of the three variables is measured on a 3-item 7-point scale. Each of the three items for 

each scale is a semantic differential scale where respondents are asked to place their 

answers on a continuum differentiating between two statements for each item.  

While determining the type of strategic posture adopted by an organisation is within the 

scope of this study, individual variables comprising the overall strategic posture scale 

form the primary focus of the model. Therefore, mean scores on the innovativeness, 

proactiveness and risk-taking variables were derived in the context of the measure of 

strategic posture. 

The measure of organisational structure is discussed next.  

4.6.2.4 Structure 

The concept of organisational structure is explored in the context of contingency theory 

as per the discussion in the literature review.  

Burns and Stalker (1961) define structure on a continuum ranging from mechanic to 

organic. An organic structure is flexible with respect to commitments, responsibilities; 

strong on utilising tacit knowledge, and knowledge creation focused; the one that uses 

network structure for control; with an absence of hierarchical bureaucracy; it places 

great emphasis on the personal development as well as learning; focus is on 

organisational goal reaching not on personal gain; reputation and prestige are highly 

valuable to such organisations. A mechanic structure is seen as being one that is non-

flexible with a strict hierarchical structure of control, one that stifles learning and 

development at lower levels of a strict hierarchy, and; somewhat closed to 

improvements and suggestions from bottom-up. 
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The measure for organisational structure adopted in this study was developed by 

Khandwalla (1977) on the basis of Burns and Stalker’s conceptualisation of Structure 

as either ‘Mechanic’ or ‘Organic’. The firm’s structure is assessed using a 7-item 7-

point scale. Each item represents a semantic differential scale where respondents are 

asked to place their answers on a 7-point continuum differentiating between 

characteristics of mechanic and organic structures. Each firm’s mean rating on these 7-

items is used to determine to what extend the structure is organic. The higher the score 

the more organic the structure is. Recently Burns and Stalker’s (1961) 

conceptualisation of organisational structure was utilised by Miles, Covin and Heeley 

(2000) in a study of small UK organisations. Miles et al (2000) report an alpha 

coefficient of 0.87 indicating high reliability of the scale. 

The above discussion provides a review of the measures employed in this study. It 

provides details and background of the measures selected and some conceptual 

justification for their selection. The following section concludes the chapter with a brief 

discussion on measurement errors. 

4.7 Measurement Errors 

Measurement error is the degree to which observed values are not representative of 

“true” values (Hair et al, 1995). The impact of the measurement error is to add “noise” 

to the observed or measured variable. Thus, the observed value obtained represents 

both the “true” level and the “noise”. When used to compute correlations or means, the 

“true” effect is partially masked by the measurement error, causing the correlations to 

weaken and the means to be less precise. 

To minimise data entry errors, a two stage data entry process was employed. By this 

process data were entered into the database and subsequently checked over for any 

errors. This ensured that all data supplied by respondents was entered correctly.  

This chapter addressed issues pertaining to population and sampling, questionnaire 

design and measures utilised in this study. The following section examines data 

analysis stages of the research. 
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5.0 Data analysis 

5.1 Preliminary analysis 

Preliminary data analysis serves two purposes. One, it provides the analyst with a set 

of simple yet comprehensive ways to examine both the individual data variables and 

the relationships among them (Hair et al, 1995). Two, it also provides a means for 

assessing and overcoming pitfalls in research design and data collection. 

The preliminary analysis consisted of 4 stages. The first stage assessed missing data 

and ways for retaining cases with missing data in the analysis. The second stage 

covered descriptive statistics and identification of outliers. Visual examination of 

histogram graphs, box-and-whiskers plots and steam-and-leaf plots for each variable 

were employed at this stage. And during the third stage statistical assumptions relative 

to the selected data analysis techniques were examined (Hair et al, 1995). In particular, 

normality, linearity and homoscedasticity of data were assessed. SPSS software 

package was used for all statistical analysis. In the forth stage a factor analysis was 

performed along with reliability and validity testing. 

5.1.1 Missing data 

Using the SPSS “Missing Values Analysis” function no missing values among variables 

operational in the data were revealed. Nevertheless, ten respondents failed to specify 

the year their company was established, while another four respondents failed to 

provide market share statistics. Both of these variables are used for profiling purposes 

and are not operational in the model being tested. Based on the above overview it was 

decided that no further examination of missing data was necessary. Analysis presented 

at the next stage is concerned with identification of outliers and descriptive statistics as 

per below (5.1.3). 

5.1.2 Identification of outliers and descriptive statistics  

Outliers are observations with a unique combination of characteristics identifiable as 

distinctly different from the other observations (Hair et al, 1995). Outliers cannot be 

categorically characterised as either beneficial or problematic but instead must be 

viewed within the context of the analysis and should be evaluated by the types of 

information they may provide regarding the phenomenon under study.  
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Examination of box-and-whiskers plots and z-score analysis provided, using SPSS 

software, following examination. Using the recommended cut off of z=3 (Hair et al, 

1995) revealed just 6 possible candidate items for exclusion. However, careful review 

of those in the context of the study suggested that their position could not only be 

validly explained but also their identity would not greatly impact on the study and so the 

decision was made to leave the variables in the study.  

5.1.3 Profile of respondents 

A frequency analysis which was conducted on demographic data of the respondents in 

this study indicated a number of findings. A profile of respondents is presented in Table 

5.1. 196 companies provided their profile data. The largest proportion of respondents 

or 68.9% occupied top management position. 58.1% of companies had between 1 and 

10 employees. The age of companies was dispersed, with the majority being less than 

25 years old. 49.5% of companies had between 0-19% market share and 22.4% of 

companies with 20-39% market share. 
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Table 5.1 Profile of respondents  

Profile of Respondents Frequency Percent 
Position within the company 
      Managing Director/CEO 
      Senior Management 
      Middle Management 
      Line Management 
      Non Management 
      Other 

 
135 
20 
35 
6 
0 
0 

 
68.9% 
10.2% 
17.8% 
3.1% 
0% 
0% 

Size 
      Sole operator 
      1-5 employees 
      6-10 employees 
      11-20 employees 
      21-100 employees 
      101 + employees 

 
17 
72 
42 
26 
21 
18 

 
8.7% 

36.7% 
21.4% 
13.3% 
10.7% 
9.2% 

How old is the company 
      0-4 years 
      5-9 years 
      10-14 years 
      15-19 years 
      20-24 years 
      25-29 years 
      30-34 years 
      35-39 years 
      40-44 years 
      45 years and older 

 
17 
42 
38 
33 
22 
12 
4 
8 
3 
17 

 
8.7% 

21.4% 
19.4% 
16.8% 
11.3% 
6.1% 
2.0% 
4.0% 
1.5% 
8.8% 

Market share 
      0-3% 
      4-9% 
      10-19% 
      20-39% 
      40-59% 
      60-79% 
      80-100% 

 
45 
25 
25 
43 
23 
22 
9 

 
23.5% 
13.0% 
13.0% 
22.4% 
12.0% 
11.4% 
4.7% 

5.1.4 Descriptive statistics  

The following table (Table 5.2) presents descriptive statistics for each of the items in 

the questionnaire. The table is comprised of mean, median, variance, skewness and 

kurtosis statistics. Figures presented in the table below will be utilised in analyses of 

normality, homoscedasticity and linearity that follow.  

 
 
 
 
 
 
 
 



 96 

Table 5.2 Descriptives 

Variable Mean Median Variance Skewness Kurtosis 
Structure items  

Channels of Communication 4.48 5.00 2.87 -0.25 -0.98 
Operating style 5.28 6.00 2.43 -0.98 0.27 

Decision making 4.53 5.00 3.06 -0.48 -0.82 
Management principles 5.04 5.00 2.18 -0.76 0.03 

Procedures 4.34 5.00 3.34 -0.34 -1.03 
Control 4.47 5.00 2.99 -0.39 -0.77 

Job responsibilities 4.38 5.00 2.89 -0.28 -0.91 
Innovativeness items  

Innovation 3.81 4.00 3.10 0.20 -1.05 
New lines of goods and services 4.62 5.00 3.32 -0.53 -0.73 

Changes in product lines 4.16 4.00 3.13 -0.16 -0.91 
Proactiveness items  

Competitors action's response 4.58 4.00 2.07 -0.35 -0.14 
Introduction of new products 4.52 5.00 2.84 -0.36 -0.67 

Competitive clashes 4.02 4.00 2.98 -0.04 -0.92 
Risk-taking items  

Risk in projects 3.54 4.00 2.14 0.18 -0.64 
Environment exploration 4.06 4.00 2.09 -0.13 -0.48 

Posture adoption 3.73 4.00 2.07 0.09 -0.77 
Perceived environmental 
Dynamism items  

Tax policies 3.72 4.00 0.08 0.08 -1.01 
Monetary policies 3.24 3.00 3.25 0.43 -0.95 
Legal regulations 3.49 3.00 2.27 0.27 -0.55 

Enforcement of existing laws 3.64 4.00 2.28 0.17 -0.59 
Public service provision 4.02 4.00 2.93 -0.07 -1.06 

Learning orientation items  
Open organisation 3.78 4.00 1.11 -0.72 -0.12 

Ideas from employees 3.61 4.00 1.21 -0.58 -0.38 
Two-way communication 3.64 4.00 1.25 -0.68 -0.30 

Working practices 4.06 4.00 1.01 -1.25 1.37 
Promote forward looking 

approach 2.83 3.00 1.34 -0.04 -0.96 
 

5.1.5 Testing of assumptions for normality, homoscedasticity and linearity  

The previous section provides descriptive statistics and an analysis of outliers within 

the data collected. This section will test assumptions that have to be met prior to further 

statistical examination.  

Hair et al, (1995) identify two characteristics of multivariate analysis responsible for the 

increasing need to test statistical assumptions. First, the complexity of the relationships 

and second the complexity of the analyses and of the results. 
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According to Hair et al, (1995), multivariate analysis requires that assumptions 

underlying the statistical techniques be tested twice. The first tests are for separate 

variables akin to the tests of the assumptions for univariate analyses. The second tests 

are for the multivariate model variate, which acts collectively for the variables in the 

analysis and these must meet the same assumptions as individual variables. In this 

section, data will be tested for normality, linearity and homoscedasticity.  

Normality 

The most fundamental assumption in multivariate analysis is the normality of data, 

referring to the shape of the data distribution for an individual metric variable and its 

correspondence to the normal distribution (Hair et al, 1995). If the variation from the 

normal distribution is sufficiently large, all resulting statistical tests are invalid, as 

normality is required to use F and t statistics.  

Normal probability of the data was assessed using the skewness and kurtosis statistics 

(Table 5.2), a review of the normal probability plots provided with SPSS and also, the 

calculated Kolmogorov-Smirnoff test statistic. The Kolmogorov-Smirnoff test statistic 

specifically tests the null hypothesis that a sample comes from a normal distribution 

(Hair et al, 1995). A review of the above for all relevant variables revealed no 

significant deviation from normality. Thus, all data were accepted for further testing.  

Homoscedasticity and Linearity  

According to Hair et al, (1995), sometimes when normality is indicated where it should 

not be, it is the result of other assumption violations; therefore, remedying the other 

violations eliminates the normality problem. For this reason it is important to perform 

normality tests together with analyses and remedies for other violations.  

Assumptions of homoscedasticity and linearity were tested by linear regression 

analysis and examination scatter plots of variables to identify any nonlinear patterns in 

the data. Visual examination of scatter plots and linear regression analysis revealed 

that all variables exhibited linear patters. The assumption of homoscedasticity was not 

violated. The analyses described above revealed that none of the statistical 

assumptions were violated. The following section looks at factor analysis. Factor 

analysis is a data reduction technique used to identify an underlying structure in data 

(Hair et al, 1995). 
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5.1.6 Factor Analysis 

Factor Analysis is a generic name given to a class of multivariate statistical methods 

whose primary purpose is to define an underlying structure in a data matrix (Hair et al, 

1995). The primary use for factor analysis is to summarise and reduce data. 

To test the structure of the questionnaire, principle components analysis with oblique 

rotation was employed. In a principal component factor analysis total variance of 

factors and factors containing small portions of unique variance and, in some instances 

error variance are considered (Hair et al, 1995). Oblique rotation refers to the rotation 

method that allows for correlation between factors extracted. 

The structure matrix presented below revealed that variables labelled “working 

practices” and “legal regulations” did not meet the required threshold of 0.4 and were 

removed from further analysis.  
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Table 5.3 Structure Matrix 
Structure Matrix 

  
  Component 

  
Factor 1 
innovativeness 

Factor 2 
proactiveness 

Factor 
3 risk-
taking 

Factor 4 
structure  

Factor 5 
learning 
orientation  

Factor 6 
environmental 
dynamism 

New lines of goods and services  0.733           
Changes in product lines  0.701           
Innovation  0.589           
Competitors action's response   0.751         
Competitive clashes    0.709         
Introduction of new products    0.695         
Environment exploration     0.736       
Posture adoption      0.720       
Risk in projects      0.614       
Job responsibilities        0.786     
Control        0.775     
Operating style        0.735     
Procedures        0.718     
Decision making        0.676     
Channels of Communication        0.616     
Management principles        0.521     
Monetary policies           0.833 
Public service provision           0.817 
Enforcement of existing laws            0.660 
Tax policies            0.644 
Ideas from employees          0.831   
Two-way communication          0.768   
Open organisation          0.716   
Promote forward looking approach     0.423  
Working practices       
Legal regulations            

Extraction Method: Principal Component Analysis.        
Rotation Method: Oblique with Kaiser Normalization.     

Consistent with Hair et al (1995) guidelines for a sample of 200 respondents factor 

loadings larger than 0.4 were considered significant at a 0.05 significance level. The 

final solution consisted of six factors that reflected the structure of a previously defined 

conceptual model. Consequently these factors were labelled innovativeness, 

proactiveness, risk-taking, structure, learning orientation and environmental dynamism 

and (See table 5.3). 

To ensure that the data is suitable for further testing both validity and reliability tests 

were conducted. These are discussed in the following section. 
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5.1.7 Reliability 

Reliability is the degree to which the observed variable measures the ‘true’ value and is 

error free (Hair et al, 1995). Perhaps the most popular method for assessing measure 

reliability is Cronbach’s alpha (Knight 1997). Cronbach’s alpha summarises the extent 

to which a set of items are interrelated with each other (Churchill 1979). Nunnally 

(1978) suggested minimum guidelines for a coefficient alpha of 0.7 or greater. The 

level of significance for testing alpha coefficients was set at 0.05 to replicate Ginsberg’s 

(1985) methodology. 

Alpha coefficients calculated for the final factor solutions are presented in Table 5.4 

below. 

Table 5.4 Construct Reliability Structure  

Construct  No. of Items Reliability Coefficient 

Organisational Structure 7 0.8252 
Innovativeness 3 0.7443 
Proactiveness 3 0.7475 
Risk-taking 3 0.8094 
Environmental Dynamism 4 0.7484 
Learning Orientation 4 0.7668 

The above table illustrates that all factors met the required 0.7 threshold for the 

reliability alpha (Nunnally 1878) and were thus accepted in for subsequent analysis. 

Validity analysis is discussed next. 

5.1.8 Validity 

Construct validity pertains to the degree to which the scale actually measures what it 

was designed to measure (Churchill 1979). Kerlinger (1986) states that the factor 

analysis is a superior methodology to establish the construct validity of a specific scale. 

Factor analysis takes a large group of items and groups the items together with respect 

to the constructs that they measure. Items that are grouped together measure the 

same underlying construct (Kerlinger, 1986).  Construct validity is the most salient 

indicator of measure validity and is commonly regarded as consisting of two aspects: 

convergent and discriminant validity (Knight 1997). Convergent validity is the degree to 

which multiple independent attempts to measure the same construct are in agreement. 

Discriminant validity is the extent to which measures of two or more constructs are 

distinct. 
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Convergent and discriminant validity were evaluated by calculating Average Variance 

Extracted (AVE) for each factor. Convergent validity is established if the shared 

variance accounts for 0.5 or more of the total variance. Discriminant validity is evident 

when the AVE for each construct is greater than the squared correlation between that 

construct and any other construct in the model (Fornell and Larcker, 1981). Tables 5.5 

and 5.6 present the results of convergent and discriminant validity analysis 

respectively. 

Table 5.5 Convergent Validity 

Average Variance Extracted (AVE) = ∑ of standardised loading² / (∑ of standardised 

loading² + ∑ of indicator measurement error) 

Indicator measurement error = 1 – (standardised loading²) 

Table 5.6 Discriminant Validity  

Factor Discriminant Validity 
Organisational Structure 2.9664 
Innovativeness 1.2708 
Proactiveness 2.8116 
Risk-taking 1.4449 
Environmental Dynamism 2.6420 
Learning Orientation 4.2903 

Discriminant Validity = AVE / (Corr)² > 1 
(Corr)² = highest (Corr)² between factors of interest and remaining factors. 

The analysis of the convergent and discriminant validity provides an indication of 

support for the validity of the data.  

Factor 
Sum of Squared 
Standardised loadings 

Sum of Indicator 
Measurement error 

Average 
Variance 
Extracted 

Organisational Structure 3.0887 2.9113 0.5148 
Innovativeness 1.6024 1.5049 0.5157 
Proactiveness 1.5775 1.4225 0.5258 
Risk Taking 1.6268 1.3732 0.5423 
Environmental Dynamism 2.0646 1.9354 0.5162 
Learning Orientation 2.1872 1.8128 0.5468 
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5.2 Conclusion 

The above chapter provides a discussion of the preliminary data analysis that was 

conducted prior to hypotheses testing. The analyses was conducted with a series of 

data examination techniques and revealed that all statistical requirements for 

multivariate data analysis were met. The following section moves to explore 

hypotheses testing. 
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6.0 Hypothesis Testing 

This chapter will provide statistical analyses of the relationships hypothesised in the 

conceptualisation section. The SPSS software is used to explore and report on the 

outcomes of testing. 

Table 6.1 provides a list of hypotheses and corresponding statistical analyses used in 

this section. 

Table 6.1 All hypotheses 

Hypothesis 

H1a: The higher the level of the perceived environmental dynamism the more active the learning orientation. 

H1b: The higher the level of the perceived environmental dynamism the more organic the organisational structure. 

H2: The more organic the organisational structure the more active the learning orientation. 

H3a: The higher the level of the perceived environmental dynamism the higher the level of innovativeness. 

H3b: The more organic the organisational structure the higher the level of innovativeness. 

H3c: The relationship between perceived environmental dynamism and innovativeness is greater in case of 
organisations adopting a more organic structure rather than mechanic structure. 

H3d: The more active the learning orientation the higher the level of innovativeness. 

H3e: The relationship between perceived environmental dynamism and innovativeness is greater in the case of 
organisations adopting a more active learning orientation than passive learning orientation. 

H3f: The relationship between organisational structure and innovativeness is greater in case of organisations adopting 
a more active learning orientation rather than passive learning orientation. 

H4a: The higher the level of the perceived environmental dynamism the higher the level of proactiveness. 

H4b: The more organic the organisational structure, the higher the level of proactiveness.  

H4c: The relationship between perceived environmental dynamism and proactiveness is greater in case of 
organisations adopting a more organic structure rather than mechanic structure. 

H4d: The more active the learning orientation the higher the level of proactiveness. 

H4e: The relationship between perceived environmental dynamism and proactiveness is greater in case of 
organisations adopting a more active learning orientation rather than passive learning orientation. 

H4f: The relationship between organisational structure and proactiveness is greater in case of organisations adopting 
a more active learning orientation rather than passive learning orientation. 

H5a: The higher the level of the perceived environmental dynamism the higher the propensity to take risks. 

H5b: The more organic the organisational structure the higher the propensity to take risks. 

H5c: The relationship between perceived environmental dynamism and risk-taking is greater in case of organisations 
adopting a more organic structure rather than mechanic structure. 

H5d: The more active the learning orientation the higher a firm’s propensity to take risks. 

H5e: The relationship between perceived environmental dynamism and risk-taking is greater in case of organisations 
adopting a more active learning orientation rather than passive learning orientation. 

H5f: The relationship between organisational structure and the propensity to risk-taking is greater in case of 
organisations adopting a more active learning orientation rather than passive learning orientation. 

Hypothesis H1a conceptualises that there will be a significant positive relationship 

between the level of perceived environmental dynamism and the organisational 

learning orientation.  

In order to test this hypothesis Pearson’s bivariate correlation is calculated between the 

constructs of perceived environmental dynamism and learning orientation (Table 6.2).  
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Table 6.2 Correlation H1 
  Learning Orientation 

Learning Orientation Pearson Correlation 1 
  Sig. (2-tailed) . 

Perceived Environmental 
Dynamism 

Pearson Correlation .316 

  Sig. (2-tailed) .000 

Table 6.2 reveals a correlation coefficient of 0.316 offering support for the hypothesis 

that there is a positive significant relationship between perceived environmental 

dynamism and learning orientation. Thus hypothesis H1a is accepted. 

Similar tests were carried out for hypotheses H1b, H2, H3a, H3b, H3d, H4a, H4b, H4d, 

H5a, H5b and H5d (Table 6.3). 

Table 6.3 Correlations 
    Organisational 

Structure 
Perceived 

Environmental 
Dynamism  

Learning 
Orientation 

Innovation Proactiveness Risk 
Taking 

Organisational 
Structure  

  

Pearson 
Correlation 

1 .208 .357 .271 .224 .397 

Sig. (2-tailed)  .002 .000 .000 .001 .000 
Perceived 

Environmental 
Dynamism  

  

Pearson 
Correlation 

 1 .316 .442 .363 .403 

Sig. (2-tailed)   .000 .000 .000 .000 

Learning 
Orientation  

  

Pearson 
Correlation 

  1 .266 .329 .342 

Sig. (2-tailed)    .000 .000 .000 
Innovativeness 

  
Pearson 

Correlation 
   1 .600 .585 

Sig. (2-tailed)     .000 .000 
Proactiveness 

  
Pearson 

Correlation 
    1 .581 

Sig. (2-tailed)      .000 
Risk Taking 

  
Pearson 

Correlation 
     1 

Sig. (2-tailed)       

Table 6.3 above reveals all correlations to be significant at the 0.01 level (2-tailed). The 

significance of the results provides support for hypotheses H1b, H2, H3a, H3b, H3d, 

H4a, H4b, H4d, H5a, H5b and H5d presented in Table 6.1.  

Hypothesis H3c conceptualises that the relationship between perceived environmental 

dynamism and innovativeness is greater in cases of organisations adopting a more 

organic structure, rather than a mechanic one. In order to test this hypothesis it is 

necessary to analyse the moderator effect of organisational structure on the 

relationship between perceived environmental dynamism and innovativeness. The 

moderator variable is an independent variable that impacts on the relationship between 

a dependent and an independent variable and causes it [the relationship] to change 

(Hair et al, 1995). 
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To test the relationship hypothesised a stepwise regression with a moderating variable 

representing the product of perceived environmental dynamism and organisational 

structure was analysed. Stepwise regression is a method of selecting variables for 

inclusion in the regression model that starts with selecting the best predictor of the 

dependent variable. Additional independent variables are selected in terms of the 

incremental explanatory power they add to the regression model (Hair et al, 1995). The 

following regression equation refers to H3c: Innovativeness = const + β(PED)+ β(ST)+ 

β(PED)(ST)+error.  

Tables 6.4 and 6.5 reveal a significant (sig. =0.001) beta coefficient of 0.375 for the 

moderating variable. Thus hypothesis H3c is accepted because the model 

incorporating the moderating variable (Model 2 in Table 6.4) represents a better 

prediction of innovativeness than perceived environmental dynamism alone. This 

conclusion is confirmed through the presence of a larger Adjusted R2 of 0.229 

(sig.=0.001) (Table 6.4) for Model 2, where R2 is a coefficient of determination that 

measures the proportion of the variance of the dependent variable about its mean that 

is explained by the independent, or predictor, variables (Hair et al, 1995).  

Table 6.4 H3c – Model Summary 

Model Summaryc

.442a .196 .192 1.30455 .196 50.593 1 208 .000

.486b .236 .229 1.27433 .041 10.982 1 207 .001

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.STb. 

Dependent Variable: Innovation Innc.  

Table 6.5 H3c - Coefficients 

Coefficientsa

2.361 .273 8.639 .000

.502 .071 .442 7.113 .000

2.518 .271 9.287 .000

.143 .129 .126 1.110 .268

6.692E-02 .020 .375 3.314 .001

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.ST

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Innovation Inna.  
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A similar testing technique is applied to other hypothesis containing moderating 

relationships. These are H3e, H3f, H4c, H4e, H4f, H5c, H5e and H5f. The testing of 

these hypotheses is discussed next. 

To test the hypothesis H3e that conceptualises that the relationship between perceived 

environmental dynamism and innovativeness is greater in the case of organisations 

adopting a more active learning orientation than passive learning orientation, a 

stepwise regression with a moderating variable representing the product of perceived 

environmental dynamism and learning orientation was analysed. The following 

regression equation refers for H3e: Innovativeness = const + β(PED)+ β(LO)+ 

β(PED)(LO)+error. The results are resented in tables 6.6 and 6.7 below. 

Tables 6.6 and 6.7 reveal a significant (sig. = 0.029) beta coefficient of 0.304 for the 

moderating variable in the Model 2. The results also reveal that the Model 2 including 

moderating variable represents a better predictor of innovativeness than perceived 

environmental dynamism or learning orientation alone. This conclusion is confirmed 

through the presence of a lager adjusted R2 of 0.206 (sig. = 0.029) for Model 2 than 

Model 1’s (0.192). Therefore based on this analysis hypothesis H3e is accepted.  

 

Table 6.6 H3e – Model Summary 

Model Summaryc

.442a .196 .192 1.30455 .196 50.593 1 208 .000

.462b .214 .206 1.29277 .018 4.807 1 207 .029

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.LOb. 

Dependent Variable: Innovation Innc. 
 

 

Table 6.7 H3e – Coefficients  

Coefficientsa

2.361 .273 8.639 .000

.502 .071 .442 7.113 .000

2.509 .279 8.990 .000

.192 .158 .169 1.220 .224

6.973E-02 .032 .304 2.193 .029

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Innovation Inna. 
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To test the hypothesis H3f that conceptualises that the relationship between 

organisational structure and innovativeness is greater in case of organisations adopting 

a more active learning orientation rather than passive learning orientation, a stepwise 

regression with a moderating variable representing the product of learning orientation 

and organisational structure was analysed. The following regression equation refers for 

H3f: Innovativeness = const + β(ST)+ β(LO)+ β(ST)(LO)+error. 

Tables 6.8 and 6.9 reveal a significant (sig. = 0.009) beta coefficient of 0.322 for the 

moderating variable in the Model 2. The results also reveal that the Model 2 including 

moderating variable represents a better predictor of innovativeness than organisational 

structure or learning orientation alone. This is evident from the adjusted coefficient of 

determination (Adjusted R2) 0.095 (sig. = 0.009) for Model 2 being larger than Model 

1’s 0.069. Therefore based on this analysis hypothesis H3f is accepted.  

Table 6.8 H3f – Model Summary  

Model Summaryc

.271a .074 .069 1.40003 .074 16.526 1 208 .000

.322b .104 .095 1.38020 .030 7.019 1 207 .009

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Organisational Structure Sta. 

Predictors: (Constant), Organisational Structure St, ST.LOb. 

Dependent Variable: Innovation Innc. 
 

Table 6.9 H3f – Coefficients   

Coefficientsa

2.638 .395 6.674 .000

.335 .083 .271 4.065 .000

2.932 .405 7.236 .000

1.098E-03 .150 .001 .007 .994

7.049E-02 .027 .322 2.649 .009

(Constant)
Organisational
Structure St
(Constant)
Organisational
Structure St
ST.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Innovation Inna. 
 

Hypothesis H4c conceptualises that the relationship between perceived environmental 

dynamism and proactiveness is greater in cases of organisations that adopt a more 

organic structure rather than a mechanic one. To analyse the above hypothesis a 
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stepwise regression with a moderating variable representing the product of perceived 

environmental dynamism and learning orientation is presented. The following 

regression equation refers for H4c: Proactiveness= const + β(PED)+ β(ST)+ 

β(PED)(ST)+error. The results are presented in tables 6.10 and 6.11 below. 

Tables 6.10 and 6.11 reveal a significant (sig. = 0.001) beta coefficient of 0.392 for the 

moderating variable in the Model 2. The results also reveal that the Model 2 including 

moderating variable represents a better predictor of proactiveness than perceived 

environmental dynamism or organisational structure alone. This conclusion is 

confirmed through the presence of a larger adjusted R2 (0.168) (sig. = 0.001) for Model 

2 where adjusted R2 for Model 1 is 0.128. Therefore based on this analysis hypothesis 

H4c is accepted.  

Table 6.10 H4c – Model Summary  

Model Summaryc

.363a .132 .128 1.23407 .132 31.630 1 208 .000

.420b .176 .168 1.20513 .044 11.111 1 207 .001

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.STb. 

Dependent Variable: Proactivenessc. 
 

Table 6.11 H4c – Coefficients  

Coefficientsa

2.997 .259 11.591 .000

.376 .067 .363 5.624 .000

3.146 .256 12.269 .000

3.367E-02 .122 .033 .277 .782

6.366E-02 .019 .392 3.333 .001

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.ST

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Proactivenessa. 
 

To test hypothesis H4e, that conceptualises that the relationship between perceived 

environmental dynamism and proactiveness is greater in case of organisations 

adopting a more active learning orientation rather than passive learning orientation, a 

stepwise regression analysis that included a moderator effect of learning orientation 

was conducted. The following regression equation refers for H4e: Proactiveness = 

const + β(PED)+ β(LO)+ β(PED)(LO)+error. The results are presented in tables 6.12 

and 6.13 below. 
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Tables 6.12 and 6.13 reveal a significant (sig. = 0.000) beta coefficient of 0.502 for the 

moderating variable in the Model 2. Thus hypothesis H4e is accepted because the 

Model 2 including moderating variable represents a better predictor of proactiveness 

than perceived environmental dynamism or learning orientation alone. This conclusion 

is confirmed through the presence of a larger R2 (0.174) (sig. = 0.000) for Model 2 than 

Model 1 (0.128).  

Table 6.12 H4e – Model Summary  

Model Summaryc

.363a .132 .128 1.23407 .132 31.630 1 208 .000

.426b .182 .174 1.20118 .050 12.549 1 207 .000

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.LOb. 

Dependent Variable: Proactivenessc. 
 

Table 6.13 H4e – Coefficients  

Coefficientsa

2.997 .259 11.591 .000

.376 .067 .363 5.624 .000

3.218 .259 12.411 .000

-8.94E-02 .147 -.086 -.610 .542

.105 .030 .502 3.542 .000

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Proactivenessa. 
 

 

To test the hypothesis H4f that conceptualises that the relationship between 

organisational structure and proactiveness is greater in case of organisations adopting 

a more active learning orientation rather than passive learning orientation, a stepwise 

regression with a moderating variable representing the product of learning orientation 

and organisational structure was analysed. The following regression equation refers for 

H4f: Proactiveness = const + β(ST)+ β(LO)+ β(ST)(LO)+error. The results are 

presented in tables 6.14 and 6.15 below. 

Tables 6.14 and 6.15 reveal a significant (sig. = 0.000) beta coefficient of 0.509 for the 

moderating variable in the Model 2. Thus H4f is accepted because the Model 2 

including moderating variable represents a better predictor of proactiveness than 

organisational structure or learning orientation alone. This conclusion is confirmed 

through presence of a larger adjusted R2 0.117 (sig. = 0.000) for Model 2 than Model 

1’s 0.045.  
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Table 6.14 H4f – Model Summary  

Model Summaryc

.224a .050 .045 1.29106 .050 10.944 1 208 .001

.355b .126 .117 1.24138 .076 17.979 1 207 .000

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Organisational Structure Sta. 

Predictors: (Constant), Organisational Structure St, ST.LOb. 

Dependent Variable: Proactivenessc. 
 

Table 6.15 H4f – Coefficients  

Coefficientsa

3.200 .365 8.778 .000

.252 .076 .224 3.308 .001

3.622 .364 9.941 .000

-.230 .135 -.204 -1.700 .091

.101 .024 .509 4.240 .000

(Constant)
Organisational
Structure St
(Constant)
Organisational
Structure St
ST.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Proactivenessa. 
 

To test the hypothesis H5c that conceptualises the relationship between perceived 

environmental dynamism and risk-taking is greater in case of organisations adopting a 

more organic structure rather than mechanic structure, a stepwise regression with a 

moderating variable representing the product of perceived environmental dynamism 

and organisational structure was analysed. The following regression equation refers for 

H5c: Risk-Taking = const + β(PED)+ β(ST)+ β(PED)(ST)+error. The results are 

presented in tables 6.16 and 6.17 below. 

Tables 6.16 and 6.17 reveal a significant (sig. = 0.000) beta coefficient of 0.616 for the 

moderating variable in the Model 2. Thus hypothesis H5c is accepted because the 

Model 2 including moderating variable represents a better predictor of the 

organisational propensity to take risks than perceived environmental dynamism or 

organisational structure alone. This conclusion is further confirmed through presence of 

a larger adjusted R2 0.265 (sig. = 0.000) for Model 2 than Model 1’s 0.159. 
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Table 6.16 H5c – Model Summary  

Model Summaryc

.403a .163 .159 1.13075 .163 40.392 1 208 .000

.521b .272 .265 1.05704 .109 31.021 1 207 .000

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.STb. 

Dependent Variable: Risk Takingc. 
 

 

Table 6.17 H5c – Coefficients  

Coefficientsa

2.355 .237 9.939 .000

.389 .061 .403 6.356 .000

2.573 .225 11.441 .000

-.112 .107 -.116 -1.052 .294

9.329E-02 .017 .616 5.570 .000

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.ST

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Risk Takinga. 
 

In order to test hypothesis H5e that conceptualised that the relationship between 

perceived environmental dynamism and risk-taking is greater in case of organisations 

adopting a more active learning orientation rather than passive learning orientation, a 

stepwise regression with a moderating variable representing the product of perceived 

environmental dynamism and learning orientation was analysed. The following 

regression equation refers for H5e: Risk-Taking = const + β(PED)+ β(LO)+ 

β(PED)(LO)+error. The results are presented in tables 6.18 and 6.19 below. 

Tables 6.18 and 6.19 reveal a significant (sig. = 0.000) beta coefficient of 0.503 for the 

moderating variable in the Model 2. Thus hypothesis H5e is accepted because the 

model incorporating the moderating variable (Model 2 table 6.18) represents a better 

predictor of the organisational propensity to take risks than perceived environmental 

dynamism or learning orientation alone. This conclusion is confirmed through presence 

of a larger adjusted R2 0.205 (sig. = 0.000) for Model 2 than Model 1’s 0.159.  
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Table 6.18 H5e – Model Summary  

Model Summaryc

.403a .163 .159 1.13075 .163 40.392 1 208 .000

.461b .212 .205 1.09925 .050 13.090 1 207 .000

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Environmental Dynamism PEDa. 

Predictors: (Constant), Environmental Dynamism PED, PED.LOb. 

Dependent Variable: Risk Takingc. 
 

 

Table 6.19 H5e – Coefficients   

Coefficientsa

2.355 .237 9.939 .000

.389 .061 .403 6.356 .000

2.562 .237 10.795 .000

-4.57E-02 .134 -.047 -.341 .733

9.785E-02 .027 .503 3.618 .000

(Constant)
Environmental
Dynamism PED
(Constant)
Environmental
Dynamism PED
PED.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Risk Takinga. 
 

To test the hypothesis H5f that conceptualised that the relationship between 

organisational structure and the propensity to risk-taking is greater in case of 

organisations adopting a more active learning orientation rather than passive learning 

orientation, a stepwise regression with a moderating variable representing the product 

of learning orientation and organisational structure was analysed. The following 

regression equation refers for H5f: Risk-Taking = const + β(ST)+ β(LO)+ 

β(ST)(LO)+error. The results are presented in tables 6.20 and 6.21 below. 

Tables 6.20 and 6.21 reveal a significant (sig. = 0.001) beta coefficient of 0.401 for the 

moderating variable in the Model 2. Thus H5f is accepted because the model 

incorporating the moderating variable (Model 2 in table 6.20) represents a better 

predictor of the organisational propensity to take risks than organisational structure or 

learning orientation alone. This conclusion is confirmed through presence of a larger 

adjusted R2 0.197 (sig. = 0.001) for Model 2 than Model 1’s 0.153.  
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Table 6.20 H5f – Model Summary  

Model Summaryc

.397a .157 .153 1.13422 .157 38.872 1 208 .000

.452b .205 .197 1.10469 .047 12.269 1 207 .001

Model
1
2

R R Square
Adjusted
R Square

Std. Error of
the Estimate

R Square
Change F Change df1 df2 Sig. F Change

Change Statistics

Predictors: (Constant), Organisational Structure Sta. 

Predictors: (Constant), Organisational Structure St, ST.LOb. 

Dependent Variable: Risk Takingc. 
 

Table 6.21 H5f – Coefficient  

Coefficientsa

1.840 .320 5.745 .000

.417 .067 .397 6.235 .000

2.150 .324 6.631 .000

6.299E-02 .120 .060 .524 .601

7.459E-02 .021 .401 3.503 .001

(Constant)
Organisational
Structure St
(Constant)
Organisational
Structure St
ST.LO

Model
1

2

B Std. Error

Unstandardized
Coefficients

Beta

Standardized
Coefficients

t Sig.

Dependent Variable: Risk Takinga. 
 

This chapter has presented an overview and discussion of the statistical analyses that 

were performed to test the relationships hypothesised. All relationships hypothesised 

by the model were accepted indicating the strength of the conceptual model. The 

following chapter will discuss findings and conclusions that can be drawn from these 

results.  
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7.0 Discussion 

7.1 Introduction  

The objective of this study was to investigate the impact that the shift in the dynamics 

of the business operating environment has had the on marketing strategies and 

resource configurations of organisations.  

Previous research indicates that in the past strategies have focused on releasing or 

transferring shareholder wealth rather than creating new wealth (Hamel 2000). Spin-

offs, de-mergers, mega-mergers, share buybacks don’t create new wealth because 

they don’t create new business models, new markets, new sources of competitive 

advantage or new customers. So, while they may deliver a one time gain to 

shareholders, they don’t fundamentally change a company’s long-term earning 

potential (Hamel 2000). The aim of this study was to investigate the dynamics of the 

contemporary operating environment, the nature of the wealth creating strategies and 

organisational attributes required to develop such strategies. This study developed and 

tested a series of hypotheses across a sample of 210 manufacturing organisations 

operating in Western Australia.  

This section provides a discussion of results presented in the hypotheses testing 

chapter (Chapter 6). It also provides a review of literature that offers insight into an 

interpretation of the findings of this research. The author asks the reader to note that 

hypotheses are discussed in an order that is different to the one in which they were 

conceptualised. This is carried out to make it easier to follow the discussion of the 

results and implications of the findings as they are grouped here. 
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7.2 Findings 

Previous research suggests that the present operating environment is characterised by 

discontinuous change and increasing dynamism (Hamel 2000). Environmental 

dynamism is manifested in the degree of instability or turbulence of such key operative 

concerns as market and industry conditions as well as more general technological, 

economic, social, and political forces (Miles, Covin and Heeley, 2000; Shafman and 

Dean, 1991; Dess and Beard, 1984; Emery and Trist, 1965).  

It was also established that the general business environment has a significant 

influence on the development of dynamic capabilities and sustainable competitive 

advantage (Miles, Covin and Heeley, 2000; Miller and Shamsie, 1999; Gupta and Chin, 

1994; Chandler, 1990; Miller, 1988). There is a growing belief that the key focus for 

building competitiveness no longer begins with market selection and positioning but 

rather with the development and nurturing of widely applicable distinctive internal 

capabilities that are relatively enduring (Rumelt, Schendler and Teece, 1991). 

Spanos and Lioukas (2001) argue that in the 90’s there was a major shift in focus 

regarding the sources of sustainable competitive advantage from industry to firm 

specific effects. The authors presented the resource based view (RBV) arguing that 

organisations hold heterogeneous and idiosyncratic resources on which their strategies 

are based, and that competitive advantages are achieved when the strategies are 

successful in leveraging these resources (Spanos and Lioukas, 2001; Hitt et al, 2001; 

Medcof, 2001). For the advocates of the RBV, resources are viewed as 'bundles of 

unique resources' that are valuable in and of themselves driving the choice of strategy 

(Spanos and Lioukas, 2001). Furthermore, Amit and Schoemaker (1993) together with 

Barney (1991) note that strategy will generate a sustainable performance differential if 

and only if the resources used to conceive and implement it are valuable, rare, non-

imitable and non-substitutable. Building on these arguments this research identified two 

resources, organisational learning and structure that are thought to be of prime 

importance to building an effective strategy. Organisational learning is considered next. 

Hitt (2000) argues that competition is becoming more knowledge-based and that core 

competencies (those strategically determinant resources) are shifting to intellectual 

capabilities from physical assets. This view has been upheld by Hitt, Ireland and Lee 

(2000) and Smart and Vertinsky (1984). Knowledge creation has been identified as a 

dynamic capability that is critical to the development of competitive advantage (Teece 
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et al, 1997). As a result, RBV theory has been extended to a knowledge-based theory 

of the firm emphasising knowledge through learning as an organisations’ most 

important distinctive resource and its ultimate source of competitive advantage 

(Hoffman and Schaper-Rinkel, 2001).  

Following these arguments this research formulated and tested hypothesis H1a 

addressing the existence of a relationship between perceived environmental dynamism 

and organisational learning orientation. 

H1a: The higher the level of the perceived environmental dynamism the more active 

the learning orientation. 

Hypothesis H1a was accepted based on the correlation score of 0.316. It provides 

support for the argument that there is a relationship between perceived environmental 

dynamism and the type of organisational learning that organisations adopt. Moreover, it 

verifies that organisations that perceive their environment as dynamic would be more 

prone to developing active learning orientation. These findings also offer support for the 

belief that the new age environment is increasingly focused on acquiring and taking 

advantage of new information.  

The initial argument pertaining to differences between the actual state of the 

environment and the perceived state of environmental dynamism is an important one to 

highlight at this stage. Organisational response to changes in the general business 

environment is based on the way they (the changes) are interpreted by decision-

makers. This is because organisations form an understanding of the environment 

based on management’s perceptions of it (the environment) (Child 1972). Furthermore, 

Child (1972) argues that unperceived characteristics do not affect either the decisions 

or the actions of management. Therefore, an active learning orientation is developed in 

organisations that recognise that their operating environment is increasingly dynamic, 

which in turn allows them to obtain a more comprehensive understanding about the 

state of the business environment.   

Watanabe and Nagamatsu (2003) argue that the business operating environment 

paradigm has shifted from an industrial society to an information society that emerged 

in the 1990s. Hypothesis H1a provided support for this belief by verifying that active 

learning is of increasing importance in dynamic environments. 
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Organisational structure was also identified as a critical firm-specific resource. This 

resource was discussed in light of contingency theory. The theory argues that 

organisational performance is a result of the proper alignment of endogenous 

organisational design variables with exogenous context variables (Burns and Stalker, 

1961; Lawrence and Lorsch, 1967). Burns and Stalker (1961) argued that an organic 

structure within an organisation is appropriate to changing conditions in the external 

environment. These changing conditions constantly give rise to fresh problems and the 

unforeseen need for actions. These actions can not be broken down and distributed 

automatically throughout the organisation because of well defined roles within a 

hierarchical structure. Burns and Stalker further derive that a mechanical management 

system is appropriate for stable conditions. Their arguments were supported in later 

literature by Lawrence and Lorsch (1967) and Thompson (1967). This research 

revisited their views in the context of the current business environment by examining 

the relationship between perceived environmental dynamism and organisational 

structure (hypothesis H1b).  

H1b: The higher the level of the perceived environmental dynamism the more organic 

the organisational structure. 

The revealed correlation score of 0.208 (sig.=0.002) not only let to acceptance of H1b 

but furthermore it supports the argument that organisations that perceive their 

environment as dynamic are more prone to developing an organic structure. 

Organisations that adopt a more organic structure realise the strategic importance of 

developing open channels of communication allowing information to flow freely. This in 

turn enhances organisational ability to disperse vital information about the dynamics of 

the operating environment throughout the organisation. An organic structure also 

allows the operating style to range freely based on the individual requirements of each 

organisational department which translates into greater responsiveness to 

environmental dynamics. This in turn is reflected in a strong emphasis on letting 

personnel disregard formal procedures and a strong tendency to let the requirements 

of the environment determine the required course of action if this means getting things 

done better. This capability is considered to be critical to businesses that frequently 

need to change their marketing practices to keep up with industry changes.   

The above hypothesis (H1b) also supports the notion that organisational structure is a 

resource that needs to be considered by organisational members in environments 
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characterised by discontinuous change. The strategic importance of this resource is 

further discussed in the hypothesis that follows. 

H2 argues that the more organic the organisational structure the more active the 

learning orientation. 

The revealed correlation coefficient of 0.357 (sig. =0.000) led to the acceptance of H2 

and in so doing provides an interesting insight into the resource configuration of 

organisations operating in the business environment. These findings offer support to 

Teece et al’s (1997) suggestion that learning won’t flourish in just any organisation. It 

has been established that an organic, in other words a flexible and open structure is 

desirable for active learning to take place. The acceptance of this hypothesis also 

provides support for the argument of Yasai-Ardekani (1986) who suggested that 

organisational structure affects both environmental scanning (learning) and information 

processing. This study established that structure indeed affects the learning and 

information processing resources of organisations. 

In the literature review section it was argued that having the resources necessary for 

developing a competitive advantage is critical for any organisation to create wealth. 

However, Sirmon and Hitt (2003) argue that it is insufficient to guarantee survival or 

success. Managers have to configure their resources into bundles and then use these 

resource bundles to formulate strategies that create wealth (Sirmon and Hitt 2003). 

Hypothesis 2 confirmed their arguments by examining a bundle of resources that was 

found to be important to organisations operating in the new age environment. The 

effects that aligning the two resources, organisational learning and structure, has on 

strategic variables will be explored further in hypotheses H3f, H4f and H5f. 

The discussion that follows looks at the results following testing of the hypotheses 

relating to the relationships between perceived environmental dynamism, 

innovativeness, proactiveness and the propensity to take risks (H3a, H4a, H5a, H3b, 

H4b, H5b, H3c, H4c, H5c, H3d, H4d, H5d, H3e, H4e, H5e, H3f, H4f and H5f). 

Hypothesis H3a is discussed next. 

H3a: The higher the level of the perceived environmental dynamism the higher the 

level of innovativeness. 
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The revealed correlation coefficient 0.442 (sig. = 0.000) not only led to acceptance of 

H3a but furthermore, supports the view that the greater the dynamism the more 

innovative an organisation is going to be.  

As previously argued, dynamism is the source of increasing uncertainty (Dess and 

Beard, 1984) that is in turn responsible for new and never before imagined 

opportunities (Hitt et al 2001). This implies that the higher the level of dynamism the 

greater the opportunities available in that environment. Entrepreneurship has been 

identified as a strategy that is focused on how firms adapt to environmental change and 

exploit opportunities created by uncertainties in search of new wealth creating 

strategies (Hitt and Ireland, 2000). Innovativeness is one of three dimensions of 

entrepreneurship. It has been established that by adopting a more innovative posture 

organisations are more likely to exploit opportunities present in the environment they 

operate in. Hypothesis H3a supports the view that manufacturing organisations that 

define their operating environment as dynamic are more innovative than organisations 

that perceive their business operating environment as stable. Manufacturing 

organisations perceiving their operating environment as dynamic would be more likely 

to emphasise research and development throughout the organisation. Acceptance of 

hypothesis H3a supports the view that they would be more prone to develop new 

product lines and substantially alter their existing products and markets. As Hamel 

(2000) has mentioned, the rewards for being a leader are far greater than for followers. 

That in turn motivates organisations to pursue new opportunities and be innovative. 

The following section discusses the relationship between the perceived environmental 

dynamism and proactiveness, the other dimension of an entrepreneurial strategy. 

H4a: The higher the level of the perceived environmental dynamism the higher the 

level of proactiveness. 

The revealed correlation coefficient 0.363 (sig. = 0.000) not only led to acceptance of 

H4a but furthermore, supports the argument that there is a positive relationship 

between perceived environmental dynamism and level of proactiveness within 

organisational strategies.  

As previously noted, operating environment is characterised by high levels of 

uncertainty and discontinuous change (Hamel 2000). Hitt et al (2001) claim that it is 

this high level of uncertainty that is responsible for new and never before imagined 

opportunities. Proactiveness has been identified as a dimension of entrepreneurship 
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and a feature of organisational strategy that is thought to be useful in capturing the 

benefits of uncertainty and uncovering new opportunities (Ireland and Kurato, 2001; 

Smith and DeGregorio, 2001, Zahra and Dess, 2001; Hitt et al, 2001). Lee, Lee and 

Pennings, (2001) characterised proactiveness as a crucial organisational process, 

since it entails a forward-looking perspective. Acceptance of hypothesis H4a confirms 

that organisations that recognise the existence of potential new business opportunities 

in dynamic environments would be more likely to have a proactive approach to their 

strategic efforts. It has been said that a proactive approach involves the interpretation 

of environmental issues as opportunities (Sharma, 2000). This further suggests that 

organisations with higher levels of proactiveness would be in a position to identify and 

take advantage of more business opportunities. The following discussion looks at H5a. 

H 5a: The higher the level of the perceived environmental dynamism the higher the 

propensity to take risks.  

The revealed correlation coefficient 0.403 (sig. = 0.000) not only led to acceptance of 

H5a and in dong so supports the argument that a higher level of the perceived 

environmental dynamism would be associated with a greater propensity to take risks.  

Masakowski (1998) states that risk-taking propensity is not easily established since it 

depends on foresights regarding new opportunities. Environments that are perceived 

as highly dynamic are more uncertain (Dess and Beard, 1984) and thought to hold 

more unexplored business opportunities (Hitt, Ireland, Camp, and Sexton, 2001). 

Higher environmental uncertainty is associated with higher perceived risks (Aragon - 

Correa and Sharma 2003; Porter 1980) as well as greater business opportunity. Covin 

and Heeley (2000) confirm that the propensity to take risks is instrumental to 

organisational ability to take advantage of unexplored business opportunities.  

Therefore, it is interpreted that the manufacturing organisations that are taking higher 

risks in dynamic environments are doing so in an effort to explore new markets, new 

products and new customers, in other words; new business opportunities. This notion 

supports the view that organisations operating in dynamic environments are more likely 

to be entrepreneurial, since the propensity to take risks is one of the dimensions of 

entrepreneurship (Miles et al, 2000). Covin and Slevin (1989) confirms that 

entrepreneurial organisations are willing to take on high risk projects with potentially 

large return. These projects are likely to be highly uncertain and therefore be novel to 

the organisation or the industry. Organisations with higher propensity to take risk are 
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more likely to act boldly with respect to market dynamics and adopt an aggressive 

posture in order to exploit new opportunities (Covin and Slevin, 1989). 

Hypotheses H3a, H4a and H5a confirm the arguments that relate perceived 

environmental dynamism to entrepreneurship by exploring specific relationships with 

innovativeness (H3a), proactiveness (H4a) and the propensity to take risks (H5a). The 

findings provide an insight into the way manufacturing organisations approach their 

strategies when faced with increasing dynamism in the operating environment. It has 

been established that their strategies would be more innovative, proactive and risk-

seeking (entrepreneurial strategic posture) if they perceive and thus define their 

operating environment as dynamic. It also could be concluded that the entrepreneurial 

strategic posture is related to exploring environmental uncertainty and new business 

opportunities that it holds.  

The following sections presents a discussion based on the testing of hypotheses 

exploring the relationships between organisational structure, innovativeness, 

proactiveness and the propensity to take risks. 

Hypothesis H3b, hypothesising ‘H3b: The more organic the organisational structure the 

higher the level of innovativeness’, was accepted following the revelation of a 

significant positive correlation coefficient of 0.271 (sign. =0.000).This finding supports 

the existence of a positive relationship between the type of structure that organisations 

adopt and their innovative performance.  

Acceptance of this hypothesis also provides support for Kanter’s (1988) arguments that 

“organisations producing more innovation have more complex structures that link 

people in multiple ways and encourage them to do what needs to be done within 

strategically guided limits, rather than confining themselves to the letter of the job.” The 

organic structure has been recognised as more complex and the one that supports a 

network structure of control, and furthermore one that encourages suggestions and 

improvements from the bottom-up (Buns and Stalker, 1961). Acceptance of hypothesis 

3b confirmed that manufacturing organisations that are flexible with respect to 

commitments; that focus on personal development, those that have close linkages and 

fast communication between all those involved at every point of the development 

process are more likely to achieve higher levels of innovativeness. On the other hand, 

manufacturing organisations that adopt a mechanic structure would introduce new lines 

of products but not as often as organisations with the organic structure that are more 
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innovative. Also organisations with the mechanic structure would be less innovative, 

thus have a higher tendency to imitate competitor offerings those with an organic 

structure. The following section discussed a relationship between structure and 

proactiveness the other dimension of entrepreneurship, conceptualised in H4b.  

H4b: The more organic the organisational structure, the higher the level of 

proactiveness. 

The revealed correlation coefficient of 0.224 (sig. = 0.000) not only led to acceptance of 

H4b and in dong so supports the notion that organisations adopting a more organics 

structure would display higher levels of proactiveness in their strategies.  

Covin and Slevin (1989) argue that organisations pursuing proactive strategies are 

more likely to introduce new products ahead of their competition. Proactive 

organisations would be more open to changes that are required to stay ahead of 

competitors and to define new competitive spaces.  Sharma (2000) suggests that 

organisations pursuing proactive strategies are more likely to have decentralised 

decision making. Decentralised decision making is one of the properties of the organic 

structures (Burns and Stalker, 1961). Also organic structures allow information to flow 

freely throughout the organisation, have a strong emphasis on letting circumstances 

determine who has the most to say and what job/task requirements really are, and 

encourage loose and informal relationships within the organisation (Khandwalla 1977). 

The acceptance of hypothesis H4b (r=0.224, sig. = 0.000) backs the notion that in the 

modern operating environment organisational structure would have a significant 

relationship with proactiveness, one of the three dimensions of entrepreneurship. 

Therefore it is concluded that organisations with a more organic structure would mostly 

initiate competitive actions, be first to market with new product introductions and 

typically adopt more aggressive competitive postures. The following discussion looks at 

hypothesis H5b exploring the relationship between structure and propensity to take 

risks. 

H5b: The more organic the organisational structure the higher the propensity to take 

risks. 

The revealed correlation coefficient of 0.397 (sig. = 0.000) led to acceptance of H4b 

and in dong so supports for the notion that organisations adopting a more organic 

structure are in fact inclined to take on business risks and develop risky strategies. It 
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confirms that more decentralised control of strategic decisions that is present in organic 

structures allows organisational members to take on greater risks that are required to 

formulate more effective strategies. Organic structures do not restrict employees in 

their thinking and allow strategies to be altered as required (Burns and Stalker, 1961) 

that in turn enables organisations to change quickly with the environment. 

In addition, acceptance of H5b confirms Kirton’s (1994) arguments that mechanic 

structure exerts pressure on employees to be methodical, prudent, and disciplined, 

therefore reinforcing adaptive, risk-averse behaviour. Mechanic structures emphasise 

the importance of following formally laid down procedures, promote tight formal control 

and highly structured channels of communication (Burns and Stalker, 1961). This 

results in a strong tendency towards low risk projects. Organisations with mechanic 

structures would typically adopt a wait-and-see posture in order to minimise the 

probability of making costly decisions.  

Acceptance of hypotheses H3b, H4b and H5b confirmed the existence of positive 

relationships between organic structure, innovativeness, proactiveness and the 

propensity to take risks (respectively), being the three dimensions of entrepreneurial 

strategic posture. These findings provide support for the notion that organisations 

would be more successful in developing entrepreneurial strategies if they adopt a more 

organic structure.  

The following three hypotheses explore the moderating effects of organisational 

structure on the relationships between perceived environmental dynamism and 

innovativeness, proactiveness and the propensity to take risks. The discussion that 

follows addresses the result of testing hypothesis H3c.  

H3c: The relationship between perceived environmental dynamism and innovativeness 

is greater in case of organisations adopting a more organic structure rather than a 

mechanic structure. 

Hypothesis H3c examining whether organisational structure would have a significant 

effect on the strength of the relationship between perceived environmental dynamism 

and innovativeness was accepted based on a regression analysis output revealing the 

significant moderating effect of organisational structure on the relationship between 

environmental dynamism and innovativeness (Beta coefficient = 0.375 (P =0.001)). 

This finding can be interpreted such that characteristics of the organic structure 
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encourage a stronger organisation-wide commitment to innovativeness and as such 

facilitate the progress of its (innovativeness) development in organisations that are 

focused on new opportunities in dynamic environments. An organisation-wide focus on 

goal reaching and moving forward (Burns and Stalker 1961) is reflected in the 

management’s philosophy of free flow of information, lack of formality and a strong 

tendency on letting the situation define responsibilities. Also, due to their flexibility, 

organic structures are quick to adjust organisational operating styles to suit the ever 

changing conditions of the dynamic environment, quickly develop fast and efficient 

responses to environmental challenges, and maintain high level of cooperation and 

individual responsibility (Khandwalla, 1977). In turn an organic structure allows 

organisations to pursue a greater number of opportunities presented by the dynamics 

of the environment they operate in resulting in a higher level of innovativeness than 

would a mechanic structure. The mechanic structure would simply prevent information 

from reaching decision makers, extend the development time and discourage 

cooperating which would result in a stifled effort to produce innovation even in 

environments with great opportunities. Therefore, manufacturing organisations that are 

capable of identifying the opportunities presented by the dynamics of the operating 

environment would find it harder to be innovative due to a mechanic nature of their 

organisational structure.  

The above section discussed the moderating effects of organisational structure on the 

relationship between perceived environmental dynamism and innovativeness. The 

following discussion explores the results of a similar relationship pertaining to 

proactiveness in place of innovativeness.  

Hypothesis H4c, hypothesising that: ‘the relationship between perceived environmental 

dynamism and proactiveness is greater in case of organisations adopting a more 

organic structure rather than mechanic structure’ is accepted based on a regression 

analysis output revealing a significant moderating effect of organisational structure with 

respect to environmental dynamism and proactiveness (Beta coefficient = 0.392 (P 

=0.001)). This finding provides support for the argument that organisations operating in 

dynamic environments would display higher proactiveness and be more facilitative of 

initiating novel competitive actions if they develop an organic structure. 

It is possible to conclude that the organic structure would facilitate proactive initiatives 

as a strategic response to environmental dynamism. As previously noted in the 

conceptualisation section, Knight (1997) argued that proactiveness places the 
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emphasis on aggressive execution and follow through, driving towards achievement of 

the firm’s objectives by whatever reasonable means are necessary. The take up of new 

processes and adoption of new technologies throughout the organisation would be 

enhanced by organic structures through opening up the channels of communication 

and emphasising the need to adapt to changing circumstances in the dynamic 

environment. On the other hand, organisations adopting a more mechanic structure 

would display a weaker relationship between perceived environmental dynamism and 

the proactiveness of their strategies. Strictly defined organisational norms and the 

dominance of a formal hierarchy in decision-making are typical in mechanic structures 

and would impede organisational interpretation of opportunities present in the 

environment thereby weakening its (environment) relationship with strategic response. 

This is a significant finding suggesting that if organisations strive to develop 

proactiveness and thus create wealth through entrepreneurship, they would need to 

develop stronger relationships between environmental dynamism and their strategies 

that are enhanced by organisational resource of structure. A further discussion on what 

this actually means is given in the managerial implications section of the concluding 

chapter. 

The following discussion presents findings pertaining to the moderating effects of 

structure on the relationship between perceived environmental dynamism and the 

propensity to take risks (H5c). 

Hypothesis H5c was accepted based on a regression analysis output revealing the 

significant moderating effect of organisational structure on the relationship between 

perceived environmental dynamism and the propensity to take risks (Beta coefficient = 

0.616 (P=0.000)). Organisations adopting an organic structure place emphasis on 

adapting to changing conditions in the environment and encouragement to adjust 

responsibilities and practices to suit the situation (Khandwalla, 1977).  This in turn 

heightens the risks and commitment of resources to uncertain and novel opportunities 

as they perceive them to be present in the dynamics of the business environment. On 

the other hand, organisations adopting a more mechanic structure would discourage 

staff from adapting and changing set practices thus reducing the possibility of exploring 

potential opportunities and encountering new risks.  

Acceptance of all three hypotheses H3c, H4c and H5c relating to the moderating 

effects of organisational structure on the relationship between perceived environmental 

dynamism and innovativeness (H3c), proactiveness (H4c) and the propensity to take 
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risks (H5c) highlight the strategic importance of this resource (structure). It could be 

said that organisations that develop a more organic structure would be able to develop 

more entrepreneurial strategies and thus take advantage of more opportunities present 

in the business operating environment. By this same rationale, these organisations 

would be creating new wealth and achieving greater strategic differentiation in the 

marketplace. The development of entrepreneurial strategies would allow them to grow 

and stay ahead of competition.  

This study also conceptualised similar relationships involving another strategically 

significant resource, organisational learning. The following section discusses the 

findings based on a testing of the hypotheses pertaining to those relationships.  

Hypothesis H3d argues that the more active the learning orientation the higher the level 

of innovativeness. 

The revealed correlation coefficient of 0.266 (P=0.000) led to acceptance of H3d and in 

doing so supports the existence of a positive relationship between the type of learning 

that the organisation adopts and the level of innovativeness it produces. It also 

provides support for the notion that innovativeness is a knowledge intensive process. 

As previously argued, innovation involves considerable uncertainty (Nelson and Winter, 

1982; Miller and Friensen, 1982) and as such it (innovation) benefits from active 

learning. An active learning approach encourages management to listen to ideas from 

all employees; it promotes two way communications between all levels of the 

organisation and upholds information sharing (Sadler-Smith et al, 2001). Active 

learning also reinforces questioning and the reframing of models that guide decision-

making and behaviour in response to changes in an external environment and 

consequently the development of new ways of working (Argyris and Schon, 1978). It is 

the support for challenging the status-quo and the open-minded yet active approach to 

new information that makes active learning a valuable resource when striving for 

innovativeness. Manufacturing companies competing in the modern environment are 

highly dependent on innovativeness to differentiate their marketing propositions as well 

as develop unique business models (Hamel 2000; Miles et al, 2000). Active learning 

helps them to identify information and streamline their efforts in achieving the end 

result (innovativeness). The following section examines a similar relationship between 

learning orientation and proactiveness. 
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Hypothesis H4d, hypothesised that the more active the learning orientation the higher 

the level of proactiveness. 

The revealed correlation coefficient of 0.329 (P=0.000) led to acceptance of H4d. The 

justification and implications of this result follow.  

The acceptance of this hypothesis links organisational learning that is believed to be a 

strategically vital resource, and proactiveness, one of the three dimensions of the 

entrepreneurial strategic posture. Since entrepreneurial strategies are considered to be 

valuable for organisations willing to create new products, new markets and new 

customers (Hamel 2000), the acceptance of this hypothesis stresses the need for 

organisations to develop a more active learning orientation. Sadler-Smith et al (2001) 

suggest that an active learning orientation promotes change within an organisation by 

reinforcing questioning and the re-framing of models which guide decision making and 

behaviour in response to changes in a firm’s external environment. Consequently, it 

develops new ways of working. Active learning focuses on the development of new 

ways of working and the re-framing of existing models (business models) in a proactive 

manner that promote the initiation of new competitive tactics (Covin and Slevin 1989), 

Also, active learning attempts to modify existing schematas through the incorporation 

of new technologies and the anticipation of future needs (Klimecki and Lableben , 

1998).  Therefore, the acceptance of this hypothesis implies that in order to develop a 

more proactive and thus entrepreneurial strategy, organisations have to develop a 

more active learning orientation. The relationship evident between learning orientation 

and propensity to take risks is discussed next (H5d). 

Hypothesis H5d, hypothesised that the more active the learning orientation the higher a 

firm’s propensity to take risks was accepted based on the correlation coefficient of 

0.342 (P=0.000). 

Masakowski (1998) argues that risk-taking propensity is not easily established since it 

depends on foresight regarding new business opportunities. It has been established 

(H1a) that the higher the level of the perceived environmental dynamism the more 

active the learning orientation. This implies that organisations that develop active 

learning orientations are able to perceive more dynamism in the operating environment 

and as a result, identify greater business opportunities. Active learning organisations 

encourage information sharing, listen to ideas put forward by employees, encourage a 

two-way communication process at all levels about where the company is going 
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(Sadler-Smith et al, 2001). This ensures that all employees are well informed and 

capable of managing greater risks than employees in organisations with more passive 

learning orientations. Effective information sharing and clarity of the organisation-wide 

direction for moving forward allows employees to better assess the risks associated 

with particular decisions and situations and accept manageable business risks based 

on the information that they have. Employees operating in organisations with a passive 

learning orientation would suffer from greater uncertainty with regards to basic direction 

and furthermore, would be reluctant to accept risks associated with decision making. 

Active learning organisations also welcome change and experimentation in working 

methods (Sadler-Smith et al, 2001) which implies that employees are free to take on 

risks associated with experiments in an effort to improve efficiency. Overall, hypothesis 

H5d supports the notion that active learning organisations would be better positioned to 

assess and take on risks than would passive learning organisations. 

Hypotheses that conceptualise learning orientation as a moderator in relationships 

between perceived environmental dynamism, innovativeness, proactiveness and the 

propensity to take risks are discussed next. 

Hypothesis H3e hypothesised that the relationship between perceived environmental 

dynamism and innovativeness is greater in the case of organisations adopting a more 

active learning orientation than passive learning orientation was accepted based on a 

regression analysis output revealing the significant moderating effect of learning 

orientation with respect to perceived environmental dynamism and innovativeness 

(beta coefficient = 0.304 (P=0.029)). These findings support the notion that 

organisations adopting a more active learning orientation would exhibit a stronger 

relationship between perceived environmental dynamism and innovativeness than 

organisations adopting a more passive learning orientation. The following arguments 

provide justification for this finding.  

Klimecki and Lableben (1998) argued that active learning orientations focus on 

changes that are based upon anticipations of future needs. Thus active learning 

orientation is characterised by attempts to modify existing schematas through the 

incorporation of new technologies. This resource is particularly useful in the dynamic 

business environment, considering that active learning reinforces questioning and the 

reframing of models which guide decision-making and behaviour in response to change 

in a firm’s external environment. Active learning orientation allows organisations to 
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focus on the bigger picture, on the external as well as the internal environment by 

welcoming the change. This allows active learning organisations to modify their 

underlying norms, policies and objectives (Argyris and Schon, 1978) in unique ways 

that can not be immediately imitated. Such organisations disregard the constraints of 

the presented problem, examine the underlying assumptions and governing values, 

make fundamental changes, and find or create new problems to be solved (Argyris and 

Schon, 1978). This in turn drives the innovativeness within the organisation to pursue 

creative and novel solutions or challenges confronting the firm. This includes the 

development or enhancement of products and services, as well as new administrative 

techniques and technologies for performing organisational functions (Knight 1997).  

Hence, innovativeness drives all aspects of organisational change, from internal 

systems to product offering. The acceptance of H3e provides support for the argument 

that in the environment where change is imminent, active learning would allow 

organisations to make the most of it.   

Furthermore, acceptance of hypothesis H3e provides support for the argument that 

organisations with more active learning orientations would base their innovativeness on 

the dynamics of the operating environment. As such, they would use their learning 

resources to take advantage of the new opportunities in the market by researching and 

developing new products, new markets and new customers. The following discussion 

looks at hypothesis H4e which argued a similar relationship with proactiveness in place 

of innovativeness.  

Hypothesis H4e argued that the relationship between perceived environmental 

dynamism and proactiveness is greater in case of organisations adopting a more active 

learning orientation rather than passive learning orientation was accepted based on a 

regression analysis output revealing significant moderating effect of learning orientation 

on  the relationship between perceived environmental dynamism and proactiveness 

(beta coefficient = 0.502 (P=0.000)). These findings support the notion that 

organisations adopting a more active learning orientation would have a stronger 

relationship between perceived environmental dynamism and proactiveness than 

organisations adopting a more passive learning orientation.  

As previously mentioned in hypothesis H4d, proactive orientation to change is based 

upon anticipation of future needs (Klimecki and Lableben, 1998) and refers to a firm’s 

approach to market opportunities through active market research and first mover 

actions such as introductions of new products/services ahead of competitors (Lumpkin 
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and Dess, 1996). This suggests that in dynamic environments filled with new market 

opportunities, proactiveness can only be achieved by organisations that are capable of 

anticipating future market trends and that value information and research.  

Moreover, Foil and Lyles (1985) argue that organisations promoting a more active 

learning orientation would develop strategies in response to changes in the external 

environment. This suggests that organisations with a more active learning orientation 

would be in a better position to pursue opportunities available in the external 

environment than organisations with a more passive learning orientation. As such, it 

can be concluded that in an environment full of new, undiscovered business 

opportunities proactiveness would be higher for organisations that are active learning. 

Active learning organisations would emphasise the need to acquire new information 

and learn about new business opportunities available in the dynamic environment in 

order to proactively take advantage of them. 

On the other hand, organisations developing a more passive learning orientation would 

stifle the acquisition of new information and thus discourage organisations from 

developing proactive strategies. In such organisations opportunities are more likely to 

be ignored until such time that it is developed by another organisation. In this case, 

organisations with passive learning orientation may adopt a reactive approach and 

imitate competitor offerings. However, it is possible to speculate that the imitation 

would not be nearly as successful as the original product or model. Hamel (2000) 

argues that for imitation to be successful it needs to be differentiated from the original. 

Successful differentiation in turn requires proactiveness that to an extent is dependent 

on active learning. The above discussion addressed the moderating effects of learning 

orientation on the relationship between perceived environmental dynamism and 

proactiveness. The discussion that follows explores a similar relationship with risk-

taking in place of proactiveness.  

Hypothesis H5e hypothesised that the relationship between perceived environmental 

dynamism and risk-taking is greater in case of organisations adopting a more active 

learning orientation rather than passive learning orientation was accepted based on a 

regression analysis output revealing a significant moderating effect of learning 

orientation on the relationship between perceived environmental dynamism and risk-

taking (beta coefficient  = 0.503 (P=0.000)). As previously established in hypothesis 

H5a, high level of the perceived environmental dynamism relates positively to the 

higher propensity to take risks. However, acceptance of hypothesis H5e implies that 
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the relationship between the two variables above could be either emphasised or 

weakened depending on the type of learning orientation the organisation adopts. 

Justification for and the implications of this result are discussed next. 

Passive learning organisations heavily restrict access to certain information, have 

strictly defined information flow procedures and stifle learning through experimentation 

(Sadler-Smith et al, 2001). Those characteristics would have a negative effect on 

organisational efforts to make sense of the opportunities that are presented by the 

dynamics of the environment, thus further heightening uncertainty for these entities. 

High uncertainty would lead to higher perceived risks associated with it. In this case 

according to hypothesis H5e, organisations with a passive learning orientation would 

display a significantly lower propensity to take risks than organisations with active 

learning orientations. In fact, organisations with active learning orientations would be 

able to reduce uncertainty and perceived risks through the knowledge that they 

acquire. This in turn would allow them to achieve higher levels of risk-taking in a bid to 

take advantage of newly created opportunities. It is suggested that this is because 

these organisations (active learning) are open with regards to the information available 

to employees. Management listens closely to employee suggestions and encourages 

two way communication and experimentation with working practices (Sadler-Smith et 

al, 2001). It is argued that strategic benefits are achieved due to active learning being 

focused on the big picture, long-term growth and new challenges (Korth 2000). 

Previously, hypothesis H5c also implied that organisational structure, the other 

strategically significant resource, would have a similar influence on the relationship 

between perceived environmental dynamism and the propensity to take risks. 

Acceptance of hypothesis H5e further confirms that strategically significant resources 

would have an influence on the strength of relationship between environmental 

dynamism and the strategic response variables, such as risk-taking, innovativeness 

and proactiveness. 

The final set of hypotheses that need to be discussed relate to the effects of developing 

bundles of resources, in other words aligning two or more strategic resources to 

complement each other, on the three strategic dimensions of entrepreneurship. The 

following discussion addresses hypothesis H3f that hypothesised that the relationship 

between organisational structure and innovativeness is greater in case of organisations 

adopting a more active learning orientation rather than passive learning orientation. 

Hypothesis H3f was accepted based on a regression analysis output revealing a 
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significant moderating effect of learning orientation on the relationship between 

organisational structure and innovativeness (beta coefficient = 0.322 (P=0.009)). It 

supports the notion that organisations adopting the organic structure would place more 

emphasis on innovativeness if they develop a more active learning orientation. 

Acceptance of this hypothesis provides support for the need to align strategically 

significant resources. Furthermore, it suggests a particular resource configuration that 

is required to achieve innovativeness, one of the three dimensions of the 

entrepreneurship. 

Acceptance of hypothesis H3f provides support for the notion that in order to develop 

greater innovativeness manufacturing organisations have to be not only flexible and 

open by adopting organic structure but also, actively search for new opportunities and 

learn. This finding further confirms that passive learning orientation would stifle 

innovativeness in manufacturing organisations with organic structures however, 

innovativeness would flourish in organisations with organic structures and active 

learning orientation. This conclusion once again reinforces the message of aligning 

strategically significant resources in order to maximise organisational innovativeness. 

This conclusion is consistent with the arguments promoted by RBV that state that 

organisations consist of 'bundles of unique resources' that are valuable in and of 

themselves driving the choice of strategy (Spanos and Lioukas, 2001). Additionally, it 

confirms the belief that the development of these unique resources enables a dynamic 

fit between an organisation and the changing general business environment (Zajac, 

Kraatz and Bresser, 2000). Therefore it is concluded that in the contemporary business 

operating environment organisations seeking innovativeness and thus greater 

competitiveness would be concerned with promoting a more organic structure and a 

more active learning orientation. The discussion that follows addresses hypothesis H4f. 

Hypothesis H4f hypothesised that the relationship between organisational structure and 

proactiveness is greater in case of organisations adopting a more active learning 

orientation rather than passive learning orientation. Hypothesis H4f was accepted 

based on a regression analysis output revealing a significant moderating effect of 

learning orientation on the relationship between organisational structure and 

proactiveness (beta coefficient =0.509 (P=0.000)). This result supports the notion that 

manufacturing organisations would be able to achieve greater proactiveness if they 

align organisational structure and learning orientation resources. Specifically, 

manufacturing organisations with a more organic structure would be able to achieve 

greater proactiveness in their strategies if they adopt a more active learning orientation. 
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The alignment of the two resources would enable organisations to be first to initiate 

competitive actions, first to introduce new goods and services onto a marketplace, and 

typically be comfortable with initiating competitive clashes rather than having to adopt a 

reactive stance.   

Benefits of the alignment would be achieved in a similar way to the one described in 

hypothesis H3f. The relationship between structure and proactiveness would be 

enhanced by productive effects of the active learning orientation. Organisations with an 

organic structure would have an enhanced focus on proactiveness if the learning 

orientation is active. In other words, organisations would focus on the big picture and 

long-term perspective that involves discovering new challenges and breaking old 

mindsets so that transformational results can be realised (Korth, 2000). The following 

discussion address similar relationship to the one discussed above, but with risk-taking 

in place of proactiveness.  

Hypothesis H5f hypothesised that the relationship between organisational structure and 

the propensity to risk-taking is greater in case of organisations adopting a more active 

learning orientation rather than passive learning orientation was accepted based on a 

regression analysis output revealing a significant moderating effect of learning 

orientation on the relationship between organisational structure and risk-taking (beta 

coefficient = 0.401 (P=0.001)). The hypothesis supports the proposition that 

organisations adopting a more organic structure would display greater propensity to 

take risks if they develop a more active learning orientation.  

To recap, the propensity to take risks can be inferred from the willingness to incur large 

resource commitments to uncertain and novel business (Lumpkin and Dess, 1996; 

Miller 1983). Organisations with organic structures would encourage employees to 

disregard formal procedures if this means getting work done, and encourage strong 

cooperation for moving forward aggressively which in turn enhances risk taking. 

Previous findings (hypothesis H1b) support the argument that an organic structure is a 

useful resource in exploring uncertainty due to its relationship with higher levels of 

perceived environmental dynamism. Also, an organic structure has been found to have 

a positive relationship with the propensity to take risks (hypothesis h5b). Covin and 

Slevin’s (1989) noted that the propensity to take risks is reflected in strong tendencies 

towards uncertain and novel projects, wide-ranging and bold competitive actions as 

well as aggressive competitive posturing with regards to new opportunities. By aligning 

an organic structure with an active learning orientation, organisations are able to 
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accept business related risks more confidently, and commit greater resources to new 

markets, new products and new customers which ultimately create new wealth (Hamel 

2000). 

Overall, hypotheses H3f, H4f and H5f established that organisations are able to 

enhance all three dimensions of entrepreneurship by aligning the resources of organic 

structure and active learning which are presented as strategically important in the 

dynamic environment. These findings suggest that manufacturing organisations 

operating in the new age environment would be able to create entrepreneurial 

strategies and thus new wealth if they develop a suitable bundle of resources 

consisting of an organic structure and active learning orientation. Development of these 

resources within organisations conscious of environmental dynamics enhances 

organisational strategies with respect to developing new markets, new products and 

new customers. As such they develop new revenue streams and enhance 

organisational long-term earning potential (Hamel, 2000).  

7.3 Conclusion 

This chapter has provided a discussion of the findings of this research. The discussion 

addressed the results of hypotheses testing and the conceptual rational for the 

outcomes. All 21 hypotheses (H1 - H5f) were accepted providing strong support for the 

conceptual model developed in chapter 3. The findings discussed in this chapter 

provide valuable insights into the competitive strategies and organisational resources 

required to achieve them. The following concluding chapter addresses managerial and 

academic implications of the findings discussed in this chapter as well as, limitations of 

the current research and possible directions for future research, and conclusions. 
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8.0 Conclusions  

This chapter provides a number of section addressing conclusions that were arrived at 

as part of the research contained in this thesis. These are managerial implications 

(8.1), theoretical contributions of this study (8.2), limitations (8.3), future research (8.4) 

and conclusions of the research (8.5). Managerial implications are discussed next.   

8.1 Managerial implications 

This chapter highlights managerial implications that are based on the findings 

discussed in previous chapter (Chapter 7). The study was motivated by Hamel’s (2000) 

argument that today businesses operate in an environment that has profoundly 

changed in the last 10-15 years. Hamel further argued that in order to be a leader in a 

competitive environment organisations have to maintain their focus on creating new 

wealth rather than transferring existing wealth. The challenge is to understand how 

wealth-creating competitive strategies are developed and implemented in organisations 

operating in the contemporary business environment. Organisational understanding of 

the dynamics of the modern environment and the value of particular organisational 

resources was explored.  

Wealth creating strategies have been defined as those that establish new markets, new 

customers, and new products (Hamel, 2000; Abraham and Knight, 2001). Hitt et al, 

(2000) argued that the modern environment is full of new and never before imagined 

opportunities. These opportunities in turn provide a base for creating new wealth.  

The contemporary business operating environment is often described as dynamic. 

Dynamism is defined as a change that is hard to predict and that heightens uncertainty 

for key organisational members (Dess and Beard, 1984). Dynamism is manifested in 

the degree of instability or turbulence of such key operative concerns as market and 

industry conditions as well as more general technological, economic, social, and 

political forces (Miles, Covin and Heeley, 2000; Shafman and Dean, 1991; Dess and 

Beard, 1984; Emery and Trist, 1965). Modern organisations have to realise that they 

operate in an environment that is constantly changing. Whether it is technology or 

foreign exchange rates that are changing, organisations need to be able to take 

advantage of given circumstances. This research identified several variables that come 

into the equation for organisations seeking to create new wealth. 
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One such variable is ‘organisational resources’. This research identified two 

strategically significant resources, organisational learning orientation and structure, 

based on the resource based view and the contingency theories that were discussed in 

the literature review section.  

Relationships between perceived environmental dynamism (an organisational 

perception of environmental dynamics), learning orientation and structure were 

examined. It was found that a positive relationship between the level of dynamism and 

organic structure, and active learning orientation exists. This suggests that 

organisations perceiving the operating environment as dynamic, would be more 

inclined to develop a more active learning orientation and an organic structure. This 

implies that these resources have become increasingly more important to the 

competitiveness of organisations, and managers need to value these resources and 

work on enhancing them. This could mean that organisations operating in dynamic 

environments need to develop more organic structure by opening up channels of 

communication, adopting a liberal operating style, letting circumstances determine the 

required course of action and allowing job responsibilities to vary with them 

(circumstances). These organisations could also invest into developing more active 

learning orientation by listening to employees’ suggestions, making more information 

available to staff of all levels, developing two-way communication between all levels of 

the company and promoting learning through experimentation. 

This finding also provides support for the notion that intangible resources are 

increasingly valuable to organisations operating in dynamic environments. Hitt, 

Bierman, Shimuzu, and Kochhar (2001) argued that because they are socially complex 

and more difficult to imitate, intangible resources are more likely to lead to a 

competitive advantage than are tangible resources. Therefore, managers have to pay 

particular attention to preserving and enhancing their base of intangible resources. 

Considering a resource of organisational structure managers need to develop 

communication channels within the organisations to facilitate information flows and 

knowledge transfer and, be flexible with respect to operating styles, decision making a 

variance in procedures. To further encourage organic structure managers need to let 

the environment and objectives dictate appropriate actions and let the organisations 

adapt to whatever changes need to take place. With respect to learning orientation 

managers needs to open up the organisation to new ideas, make information available 

to relevant employees, promote experimentation and two-way communication to 

achieve active learning.  
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The findings discussed above also highlight an intra-resource relationship between 

organisational learning and structure. This research indicates that in order to maximise 

the effectiveness of intangible resources, they (the resources) should be aligned with 

each other and further developed in bundles and not separately. Thus a more active 

learning orientation should be aligned with organic structures to maximise their 

potential. Managers have to recognise that organisational resources can either 

complement each other or be in a conflict with each other. The example used in this 

study illustrated that developing a more active learning orientation enhanced the 

positive effects of an organic structure, while suggesting that more passive learning 

orientation acted as a deterrent.   

The other variable that was discussed in this study is strategy. Ireland and Kurato 

(2001) as well as Smith and DeGregorio (2001) and others argue that identification and 

exploitation of new and never before imagined opportunities is the science of 

entrepreneurship. Hitt and Ireland (2000) argue that entrepreneurship is focused on 

how firms adapt to environmental change and exploit opportunities created by 

uncertainties in search of wealth creating strategies. Entrepreneurship is comprised of 

three dimensions, i.e. innovativeness, proactiveness and the propensity to take risks. 

This research examined the relationship between perceived environmental dynamism 

and each of the dimensions of entrepreneurship to conclude that higher levels of 

dynamism indeed relate to more innovative, proactive and risk-taking strategies. This 

implies that to develop entrepreneurial strategies organisations need to be aware of 

and embrace the dynamism present in the operating environment. The awareness is a 

result of approaching the environment with active learning orientation and ensuring that 

all organisational members share same vision through adopting an organic structure. 

Embracing dynamism can be achieved by aligning organisational resources such as 

learning and structure and, facilitating an entrepreneurial approach.   

McGrath and MacMillan (2000) argue that strategists must exploit an entrepreneurial 

mindset and, thus, have no choice but to embrace it to sense opportunities, mobilise 

resources, and act to exploit opportunities, especially under highly uncertain conditions. 

This research provides support for the above view and suggests that organisations 

need to develop innovativeness and proactiveness as well as higher propensity to take 

risks in order to take advantage of opportunities available in the modern environment. 

Innovativeness is reflected in an organisational focus on research and development, 

the introduction of new good and services and improvements in the business model 

and operating efficiencies (Covin and Slevin, 1989). Lumpkin and Dess (1996) define 
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proactiveness as a firm’s approach to market opportunities through active market 

research and first mover actions such as the introduction of new products/services 

ahead of competitors. Proactiveness is associated with initiating competitive actions, 

being first to introduce new products and process into the marketplace and aggressive 

competitive posturing (Covin and Slevin, 1989).  

This research also examined the effects that a particular resource configuration would 

have on the relationship between entrepreneurial strategies and perceived 

environmental dynamism. In general, the findings support the view that strategically 

important organisational resources would have a significant influence on the content of 

strategies. In particular, it was concluded that the development of a passive learning 

orientation would affect innovativeness, proactiveness and the propensity to take risks 

in a negative way. Even if organisations are able to identify new wealth creating 

opportunities, their strategic responses could be diluted by barriers inherent in the 

passive learning orientation. Thus, the emphasis on innovativeness, proactiveness and 

risk-taking would be reduced by a lack of informational transparency within the 

organisation, one-way communication between management and employees and the 

resistance of management to accept new ideas put forward by employees. These are 

just some of the characteristics that would stifle organisational attempts to pursue new 

opportunities that are readily available in the operating environment.  

Similarly, organisations that adopt mechanic structures would face comparable 

challenges. Their entrepreneurial posture with regards to opportunities available in the 

operating environment would be stifled by an organisation-wide discouragement to 

experiment and to think outside the box, strictly defined hierarchy and a strong 

emphasis on getting staff to adhere closely to formal job responsibilities.  

On the other hand, an organic structure and an active learning orientation would 

encourage organisations to exploit opportunities that are available to them. This will 

result in a stronger focus on entrepreneurial wealth-creating strategies. Organisations 

that adopt a more organic structure together with a more active learning orientation will 

exhibit a stronger emphasis on research and development, technological leadership 

and innovation. These organisations are more likely to introduce new lines of goods 

and services. They are also likely to be more proactive. Proactiveness is reflected in 

adopting a very competitive posture, initiating competitive clashes and being first to 

market with new products, administrative techniques and operating technologies. The 

propensity to take risks is generally higher in organisations adopting organic structures 
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with a more active learning orientation. Higher risk-taking is reflected in a strong 

tendency towards high risk projects, willingness to pursue bold, wide-ranging tactics in 

order to achieve objectives and exploit potential opportunities.  

Overall this research identified a strong need for organisations to realise the strategic 

importance of developing resource bundles consisting of non-imitable, intangible 

resources such as structure and learning. It identified the increasing role that these 

resources play in both shaping organisational perceptions about new and available 

business opportunities available and their relationship with strategic dimensions that 

are critical to develop new wealth. This research assumed that organisations should 

strive to create new shareholder wealth and identified entrepreneurship as a strategy 

suitable for achieving it (new wealth). The most important aspect of this research that 

marketers need to recognise is the increasing role of marketing in creating new wealth 

and pursuing entrepreneurial strategies due to their clear focus on developing new 

products, new markets and new customers.  

This section has highlighted a number of challenges that marketers and managers 

alike are facing in the contemporary business operating environment. It also has 

presented possible courses of actions and dimension for them to consider when 

dealing with those challenges. Importance of convergence in resource development 

and strategic orientation has also been emphasised. It has been made clear that the 

environment, resources and strategies are highly interrelated aspects of an 

organisational life that need to be considered as a whole rather than separately. 

Overall this discussion has made a significant contribution to management knowledge. 
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8.2 Theoretical contributions of this study   

This study makes a significant contribution to the literature in a number of ways. These 

are discussed in this section. In summary, this study contributes to the literature by 

being the first to: 

1. Provide an empirically tested model of relationships addressing wealth creation 

opportunities as an organisational objective. 

2. Empirically test relationships between innovativeness, proactiveness, risk-taking, the 

three dimensions of entrepreneurship, and perceived environmental dynamism. 

3. Empirically demonstrate the increasing value of intangible resources to strategic 

differentiation and, provide an insight into ways of extending longevity of strategies.  

4. Provide further testimony to the increasing role of active learning in developing 

innovativeness, proactiveness and risk-taking 

5. Examine and empirically test the strategic significance of learning orientation and 

structure as a bundle of resources. The study makes a further contribution by 

establishing that bundled resources do not only affect strategic outcomes but, that they 

can also influence each other’s development. 

A discussion and elaboration of these is covered next. 

This study has introduced a model of relationships that are considered to be critical to 

achieving the organisational objective of creating new wealth in the current 

environment. This research makes a number of contributions to the strategic marketing 

literature. In particular, it provides for the empirical testing of a model for achieving 

wealth creating strategies in the current business operating environment. A number of 

academics have identified that the increasing difficulty of finding new wealth creation 

opportunities is a result of a fundamental shift in the business operating environment in 

which opportunities are sought after (Hitt, Ireland, Camp and Sexton, 2001; Hamel, 

2000; Hamel and Prahalad, 1994). This thesis addresses these concerns by 

introducing a model relating three main components of organisational life: the operating 

environment, organisational resources, and strategy, under a common organisational 

objective to create wealth. Specifically, this study has made a significant contribution to 
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the marketing literature by examining relationships between perceived environmental 

dynamism, the resources of learning orientation and organisational structure and, the 

three dimensions of entrepreneurial strategic posture: innovativeness, proactiveness, 

and risk-taking. To the best of this author’s knowledge, this is the first study to provide 

an empirically tested model of relationships addressing wealth creation opportunities as 

an organisational objective. This model contributes to the body of knowledge in both 

strategic marketing and organisational development by extending understanding of 

wealth creating strategies beyond the definition of entrepreneurship to include 

perceived environmental dynamism, structure and learning orientation. As such, this 

model unites arguments of contingency theory, Resource Based View and an emerging 

Knowledge Based View and in doing so provides a timely contribution to related theory. 

This thesis studied the changing business operating environment from the perspective 

of perceived environmental dynamism. Smart and Vertinsky (1984) and Weik (1969) 

have suggested that human perceptions in the assessment of environmental 

uncertainty need not correspond to an objective reality. This thesis contributes to the 

literature by studying the variance in perceptions of environmental dynamism for senior 

level executives. It has established that perceived environmental dynamism varies 

between companies within the same industry. This confirms the belief that 

organisational perceptions of opportunities will vary from company to company based 

on their perception of the level of dynamism. Previous literature related variance in 

perceptions of dynamism to strategic outcomes. This study extends that theory by 

examining influences on organisational resources. More specific contributions relating 

to these findings are discussed later in this section.    

In addition, this study has examined wealth creation strategies from an 

entrepreneurship perspective, in other words, strategies seeking to create new 

markets, new products and new customers (Abraham and Knight, 2001). It has been 

argued that the entrepreneurship focuses on how firms adapt to environmental change 

and exploit opportunities (Hitt and Ireland 2000). This study related changes and 

opportunities present in the business environment to environmental dynamism and 

highlighted entrepreneurship as an appropriate strategy for achieving wealth creation. 

In particular, this study established that innovativeness, proactiveness and risk-taking 

are positively related to dynamism, and thus confirmed their strategic importance to 

pursuing wealth creation. As such this study has made a significant contribution to the 

entrepreneurship literature in that again to the best of this author’s knowledge, this is 

the first study to empirically test relationships between innovativeness, proactiveness, 
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risk-taking, the three dimensions of entrepreneurship, and perceived environmental 

dynamism. Findings of this research will enable academics to better understand the 

motivation behind pursuing innovativeness, proactiveness and risk-taking. 

Furthermore, this study has contributed to the strategy literature by linking specific 

levels of perceived dynamism to appropriate strategic responses.  

The study also established that intangible resources play an integral part in strategy 

formulation and implementation processes. Several contributions relating to these 

findings are discussed next. 

Hamel (2000) raised a concern that successful strategies get slavishly imitated. Barney 

(1991) states that strategy will generate sustainable performance differential if and only 

if the resources used to conceive and implement it are valuable, rare, non-imitable and 

non-substitutable. It has been said that physical assets no longer provide differentiation 

(Hitt, Bierman, Shimuzu, and Kochar, 2001). This study has tested the importance of 

intangible resources in the context of the model. It confirmed the prior belief that not 

only intangible resources, such as learning orientation and structure, are strategically 

vital to creating wealth but that they also contribute to strategy uniqueness, thus 

making  them harder to imitate. This finding contributes to marketing and strategy 

literature by highlighting the increasing value of intangible resources to strategic 

differentiation and thus, provides an insight into ways of extending longevity of 

strategies.  

Furthermore, this study has explored the arguments that competition is becoming more 

knowledge-based and that sources of competitive advantage are shifting from physical 

assets to intellectual capabilities (Hitt, Ireland and Lee, 2000). It expanded on the 

propositions of Knowledge Based View, an extension of Resource Based View 

(Spanos and Lioukas, 2001), and confirmed that learning orientation contributes to the 

success of competitive strategies in the contemporary business operating environment. 

Specifically, this study examined Sadler-Smith et al’s (2001) typology of active-passive 

learning orientations and established that organisations seeking to create new wealth 

need to develop an active learning orientation and, that their (organisational) 

competitive strategies have to be able to utilise this resource. These findings contribute 

to the marketing, strategy and organisational learning literature by testing the 

significance of an active learning orientation to wealth creating strategies. This in turn 

extends the existing body of knowledge by linking specific types of learning to actual 

strategic outcomes. This is of considerable value to organisations seeking to enhance 
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their learning capabilities. In addition, it is to the best of this author’s knowledge, the 

only study to provide further testimony to the increasing role of active learning in 

developing innovativeness, proactiveness and risk-taking.   

Also, it was established that not all organisations can achieve active learning. This 

study showed that to succeed, organisations have to consider other resources in the 

company that may affect the development and utilisation of learning. One such 

resource is organisational structure which is covered next. 

This thesis tested the relevance of contingency theory, originally conceptualised by 

Burns and Stalker (1961), in a contemporary business setting and explored the role 

that organisational structure plays in developing wealth creating strategies. Elsewhere 

it has been argued that an organic structure is needed for organisations to prolong 

longevity and avoid the consequences of decline (Gupta and Chin 1994). This 

proposition argues that an organic structure will aid the much needed growth in the 

"growth - maturity" transitional stages of a life cycle. This thesis applied and tested 

these arguments from the teleological perspective of the developmental school of 

thought. (Van de Ven and Poole, 1995). In this study, the goal of organisational 

development was considered to be wealth creation. The study has established that 

organisational structure is a strategically significant resource that not only has to be 

aligned with other intangible resources such as learning orientation, but also is critical 

to entrepreneurial strategies in its own right. As such, this research has enhanced the 

relevant literature by testing the contingency theory in the current environment setting. 

It has also contributed to academic understanding of the role that structure plays in 

organisational life and confirmed thereby its strategic importance. The organic-

mechanic structure continuum was explored and it was established that more organic 

structures would be facilitative of more active learning vital to creating new wealth and 

to defining organisational perceptions of environmental dynamism and innovativeness, 

proactiveness and risk-taking. Furthermore, it was established that the adoption of a 

mechanic structure would hinder organisational development and strategies aimed at 

creating new wealth. These findings further enrich our understanding of intra-resource 

relationships and the way organisational resources are considered in the context of 

strategy. The result that the alignment of intangible resources maximises strategic 

outcomes, has significant implications for they way strategy formulation and 

implementation processes are viewed and studied. It is also believed that this study is 

the first to examine relationships between perceived environmental dynamism, 

structure and learning orientation. It was established that organisations operating in the 
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environment with higher perceived dynamism would place more emphasis on 

developing active learning and an organic structure. As such, this finding makes a 

significant contribution to knowledge regarding the fit between resources and the 

operating environment.  

Another significant finding provides support for Sirmon and Hitt’s (2003) proposition 

that organisational resources need to be developed in bundles (i.e. aligning resources). 

The value of aligning strategic resources is evident from the analysis revealing that 

active learning orientation and organic structure have positive moderating effects on a 

number of relationships defined in the model between perceived environmental 

dynamism, organisational structure, innovativeness, proactiveness and risk-taking. 

Again, to the best of this author’s knowledge, this study is the first to examine learning 

orientation and structure as a bundle of resources. The study makes a further 

contribution by establishing that bundled resources do not only affect strategic 

outcomes but, that they can also influence each other’s development. It was 

established that the significance placed on the development of a learning orientation 

has been subject to perceptions of environmental dynamism and the type of structure 

adopted. As such, the qualitative characteristics of one intangible resource (structure) 

could influence the development of qualitative characteristics of the other intangible 

resource (learning orientation).  

The above discussion highlights a number of academic contributions that this research 

has made to the marketing strategy literature. Of course like all studies, there are 

limitations. The following section discusses these.  
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8.3 Limitations of the study 

There are a number of limitations applicable to this study. These are highlighted in the 

discussion that follows.  

One of the limitations of cross-sectional studies of this nature is that the relationships 

found between variables can not be taken as evidence of causality (Sadler-Smith et al, 

2001). The point that Sadler-Smith et al (2001) are communicating here is that cross-

sectional studies like the one presented in this thesis provide a snapshot of an industry 

at a time of data collection. Therefore there is no real way to study the development of 

relationships examined. However, the fact that the study is cross sectional and not 

longitudinal does not detract from the validity and generalizability of its results. 

Hypotheses examined in this study recognise the cross-sectional nature of the data 

and make an allowance while interpreting the findings. 

Statistical analysis employed in this study is also considered as a possible limitation. 

Although both correlation and regression analyses are acceptable methods for this type 

of study they do not provide an in depth insight into the relationships and the model as 

a whole. A more rigorous method of statistical analysis such as the structural equation 

modelling technique could be considered by future researchers. This is further 

discussed in section 8.4 (future research). 

Another limitation worth noting is inherent in the measurement of constructs. All data 

were collected from individuals representing various organisations across one industry. 

All measures operational in this research were designed to collect subjective data that 

represents the views of those individuals. Therefore, items representing the measures 

were open not only to a potential variance in interpretation, but also to a response bias. 

The response-style bias would occur in a series of systematic responses by a 

respondent (Hair et al, 1995). Examples include always responding that something is 

important or that something is poor performing across all attributes. This concern was 

addressed by breaking up the questionnaire into sections and placing lead-in 

sentences before each set of questions.  

Another potential limitation that could have been encountered relates to the sensitivity 

of information requested. Some of the items in the questionnaire could be considered 

as commercially sensitive information. This could result in respondents providing 

inaccurate or/and distorted data with an objective to deceive the analyst and the 
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reader. To address this issue the questionnaire has expressly guaranteed anonymity of 

answers and non-disclosure of individual data.  

The respondents represented manufacturing industry of Western Australia. Although 

there are no perceived differences in manufacturing industry across Australia, it is 

anticipated that there would be some limitations in generalising the results across 

various industries. However it is the opinion of the researcher that in general the 

relationships examined in this study would hold for any industry and organisation. 

Secondary data were reviewed for many industries and also states and no real 

differences were apparent from the data revealed.  

Although the study identified two strategically-critical firm specific intangible resources, 

there are almost certainly more such resources that could potentially influence the 

development of the relationships discussed. These limitations represent several future 

research opportunities discussed in the next section.  
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8.4 Future research  

There are a number of future research opportunities that would relate to the model and 

the relationships studies in this research. This section provides a discussion of possible 

directions for future research. 

One limitation that was identified in section 8.3 above is that current study examined a 

set of cross-sectional data that has limited the number of conclusions and tests that 

could be obtained and performed. In the future it would be beneficial to conduct a 

longitudinal study. Keppel, Saufley and Tokunaga (1992) define a longitudinal study as 

one where a group of subjects is studied over an extended period of time. 

Measurements are taken several times at regular intervals to look at the effects of time 

on dependent variables. It is anticipated that a longitudinal study would enable 

researchers to gain a better understanding about the cause and effect relationships 

between the variables studied in the current model (chapter 3). For example, it would 

be beneficial to have historical data on the evolution of organisational perceptions of 

environmental dynamism. This would allow researchers to study how innovativeness, 

proactiveness and the propensity to take risks relate to changes in perceptions about 

the environment of a particular organisation.  

A study over a sample of several organisations could reveal a trend that would enable 

researchers to make more concrete conclusions about relationships between 

transformational stages of the business operating environment and the strategic 

dimensions discussed in this research.  

Another insight that a longitudinal study could bring about is the process of 

development of intangible organisational resources such as structure and learning 

orientation over time. A longitudinal study of relationships between the resources and 

environmental dynamism, innovativeness, proactiveness and risk-taking would provide 

a better understanding of how organisational resources were developed over time in 

organisations with varying perceptions of dynamism. It would also reveal how 

relationships between resources and strategies or/and strategic dimensions have 

changed over time.  Another noteworthy question that could be explored would be how 

intra-resource relationships are developed in light of environmental changes. Within 

this question future research could study the development of resources bundles and 

the emergence of strategically significant intangible resources. Answers to the above 

questions could provide academics and practitioners with substantial evidence in this 
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field to shed more light on the relationships confirmed in this study. Moreover, answers 

could highlight milestones in organisational development and uncover historic mistakes 

that could be avoided in the future. By analysing paths of organisational development 

over time it would be possible to examine the cause-and-effect relationships between 

the variables concerned.  

Another direction for future research would involve adopting a more advanced and 

rigorous method of statistical analysis. For example, structural equation modelling 

(SEM) would allow the testing of separate relationships for each of a set of dependent 

variables in one model (Hair et al, 1995). The technique combines aspects of multiple 

regression and factor analysis to simultaneously estimate a series of interrelated 

dependence relationships. SEM would allow researchers to examine the model 

discussed herein in its entirety as well as to expand on it.  

Future research could also expand on the current model to include more resource 

or/and strategic variables as well as examine a specific relationships between 

perceived environmental dynamism and the actual state of the environment. In 

particular, researchers could explore relationships between organisational resources, 

strategic dimensions and the accurateness of organisational perceptions of 

environmental dynamism in relation to the environment’s true state. This type of 

enquiry would require the use of a comprehensive objective measure of the business 

operating environment. It would also require the development of a measure of 

perceived environmental dynamism to match the objective measure described above. 

A use of matching objective and subjective measures would allow researchers to draw 

more concrete conclusion about the accurateness of respondents’ perceptions and add 

to the validity of results.  

Also, as mentioned in section 8.3 (Limitations), this research identified two strategically 

significant resources. These are organisational structure and learning orientation 

resources. Future research might identify more than two strategically significant 

resources thereby extending the conceptual model presented in this study. As an 

example, the model could be further expanded to include measurements of 

organisational focus on wealth creation, information retention and utilisation, to name a 

few.  

Furthermore, a research opportunity to increase the scale of the study exists. The 

current study is limited to manufacturing organisations operating in Western Australia. 
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Future research could cover multiple industries across various geographic areas, 

nationally and internationally. This would permit researchers to compare the 

relationships addressed in the conceptual model across environments with varying 

complexity and dynamism. Complexity in a single industry of a particular country is 

considered to be the same.   

Opportunities to conduct case-study research also exist. The objective of such 

research would be to study relationships addressed in the model in greater depth. If 

one organisation is chosen as a case for the study, then multiple decision-makers 

could be surveyed to obtain greater understanding of all items incorporated in the 

study. Decision-makers’ perceptions about the state of the operating environment 

would shed light on whether there are inherent barriers to future development 

streaming from variances in perceptions. However, the results could reveal quite the 

opposite if organisational members are found to have converging perceptions. 

Overall, there are a number of paths that future research in this area could take. The 

above discussion presents some of these possibilities. The following section will 

conclude this thesis by presenting a summary of the study. 
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8.5 Conclusions 

The conclusion section of the thesis provides an overview of the research process and 

its outcome described above.  

The introduction chapter of this study launched with defining the teleological 

perspective that explains development through a philosophical doctrine stating that 

purpose or goal is the final cause for guiding movement of an entity (Van de Ven and 

Poole, 1995).  

According to teleology, development of an organisational entity proceeds towards a 

goal or an end state. Teleological theory assumes that the entity is purposeful and 

adaptive, by itself or in interaction with others; the entity constructs an envisioned end 

state, takes action to reach it, and monitors the progress.  

Hamel (2000) has identified two broad strategic outcomes, or end states, that are 

specific to organisations operating in the modern business environment. These are 

wealth transfer and wealth creation. The same author identifies and this study confirms 

that the ultimate strategy for developing a sustainable long term competitive advantage 

lies with wealth creation because it has a potential to change company's long-term 

earning potential. This is achieved by creating new business models, new markets and 

new customers (Hamel, 2000). 

Hitt, Ireland, Camp and Sexton (2001) identify that the increasing difficulty of finding 

new wealth creation is a result of a fundamental shift in the business operating 

environment in which opportunities are sought after. Accelerating dynamics of the 

technological environment combined with an increasing pace of Globalisation have 

created a fusion that has transformed the business landscape into a highly uncertain 

environment (Bettis and Hitt, 1995; Hitt and Ireland, 1999). Hitt et al (2001) claim that it 

is this high level of uncertainty that is responsible for new and never before imagined 

opportunities. Identification and exploitation of these opportunities is presented as the 

science of entrepreneurship (Ireland and Kurato, 2001; Smith and DeGregorio, 2001, 

Zahra and Dess, 2001; Hitt et al, 2001). 

Entrepreneurship is defined as a strategy that is focused on how firms adapt to 

environmental change and exploit opportunities created by uncertainties in search of 



 151 

wealth creating strategies (Hitt and Ireland, 2000). An entrepreneurial orientation 

comprises of three dimensions: innovativeness, proactiveness, and risk-taking (Lee, 

Lee and Pennings, 2001; Miles, Covin and Heeley, 2000). Thus it was conceptualised 

that developing all three dimensions is the ultimate goal of organisational development, 

since they all lead to new wealth creation.  

Van de Ven and Poole (1995) further argue that the proponents of the teleological 

theory, view development as a repetitive sequence of goal formulation, implementation, 

evaluation, and modification of goals based on what was learned or intended by the 

entity. However, they note that the theory can operate for an individual or for a group of 

individuals or organisations who are sufficiently like-minded to act as a single collective 

entity (organisation). Lines of authority and communication within an entity; and 

information and data that flow through these lines of communication and authority are 

defined as structure (Chandler 1962). Burns and Stalker (1961) state that a preferred 

structure can be described as one that is facilitative of development.  

This research provides support for hypotheses conceptualising that an organic 

structure would be most supportive of innovativeness, proactiveness and a higher 

propensity to risk taking. Not only is organic structure positively associated with all 

dimensions of entrepreneurship but, it also enhances their relationships with perceived 

environmental dynamism.  

Dynamism is defined as a change that is hard to predict and one that heightens 

uncertainty for key organisational members (Dess and Beard, 1984). As previously 

stated, it is this high level of uncertainty that is responsible for new and never before 

imagined opportunities (Hitt et al, 2001). Environmental uncertainty is based on 

managers’ perceptions of the business environment. Definitions of this type imply that 

organisations respond to the general business environment as it is interpreted by the 

decision - makers and that it’s unperceived characteristics do not affect either the 

decisions or the actions of management (Child 1972). Hence the level of dynamism, 

uncertainty and thus new opportunities for development are only limited by 

organisational perceptions of its own environment. 

Not surprisingly, this research also established that higher levels of perceived 

environmental dynamism are also positively associated with innovativeness, 

proactiveness, and a higher propensity to risk taking. These findings support the 
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argument that organisations that define their environment as dynamic would not only 

be actively identifying new wealth creating opportunities but also pursuing them. 

Van de Ven and Poole (1995) also argue that the development is viewed as a repetitive 

sequence of goal formulation, implementation, evaluation, and modification of goals 

based on what was learned or intended by the entity. This research also explored 

organisational learning in the context of its (organisational) development.  

Any entity is a product of its knowledge of the environment that it exists in. Knowledge 

is an outcome of learning (Hitt, Ireland and Lee, 2000). Learning is constructed in 

relation to the context of the individual’s life, prior knowledge and experience (Perkins, 

1994). Krueger and Hamilton (1995) reinforce this thinking by stating that learning is 

context-dependent and socially constructed.   

Klimecki and Lassleben (1998) describe organisational learning as “changes in 

organisational knowledge that are induced by information processing and enable an 

organisation to find new ways in order to survive and succeed in new situations.” 

A typology of active learning orientation and passive learning orientation was explored. 

It was established that active learning is positively associated with and is more 

facilitative of developing innovativeness, proactiveness and propensity to take risks in 

organisations of all structures and perceptions about their environment. However, it 

was also established that active learning organisations are also positively related to 

perceived environmental dynamism and organic structure. This implies that 

organisational resources or structure and learning have to be aligned in order to 

maximise their productive potential. Also, it was established that in seemingly dynamic 

markets an active learning orientation is a valuable strategic resource that is 

instrumental to entrepreneurial strategic development.  

In conclusion, this research has produced a discussion that goes beyond the traditional 

marketing literature covering the four Ps. It highlights a trend of marketing as an 

increasingly strategic discipline that is instrumental to organisational success. The 

development of new markets, new products, new customers, business models and 

competitive advantage is an integral part of such marketing. Unfortunately, it is 

sometimes overlooked in organisations caught up in competitive manoeuvring based 

on short-term tactics rather than long-term strategies. A clear definition of a direction 

towards either, wealth transfer or wealth creation has an enormous impact on the 
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organisational planning of strategies and resources. This thesis has gone some way 

towards addressing how organisations might go about this. 
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INFORMATION MANAGEMENT AND MARKETING 

 
The University of Western Australia 
35 Stirling Highway, Crawley WA 6009 
Phone:  +61 9380 7380 
Fax:  +61 9380 1004 
Email: emailme@ecel.uwa.edu.au 
Web site: www.imm.uwa.edu.au 
CRICOS Provider No:  00126G 

(Date) 
 
Information Letter 
 
Dear Participant, 
We kindly ask for your participation in a survey designed to study business persons’ views on 
learning styles within organisations. The information that you provide will help us better understand 
the value of learning and how different forms of learning can affect business outcomes in a positive 
way. Please respond to the questions honestly and frankly noting that there are no correct answers. 
In fact, we expect a wide variety of responses. 

Your organisation has been selected at random from a database representing Australian 
Business (Australia on Disk AOD). Responses are entirely confidential. The survey results will be 
used for academic research publication only and will not be used for any other purpose (no mailing 
lists etc.). All responses are analysed in aggregate, not at the individual level, so no specific 
comment will be attributed to you.  

Please fill in the attached questionnaire which should take you no more than 15 – 20 minutes. 
Then simply return it to the university in the reply paid envelope within 10 days. If you are 
interested in the results of this study, please indicate so on the questionnaire and a copy will be 
mailed to you shortly after the research is completed.  

This research is essential for completion of my postgraduate studies. If you have any questions 
regarding this research, please do not hesitate to contact me, Alexandre Chagoubatov on 
emailme@student.ecel.uwa.edu.au.  

If you return the completed questionnaire, we will take this as your consent to participate. 
Your participation in this study does not prejudice any right to compensation, which you may have 
under statute or common law. The Human Research Ethics Committee at the University of Western 
Australia requires that all participants are informed that, if they have any complaint regarding the 
manner in which a research project is conducted, it may be given to the researcher or, alternatively 
to the Secretary, Human Research Ethics Committee, Registrar’s Office, University of Western 
Australia, 35 Stirling Highway, Crawley, WA 6009 (telephone number 9380-3703). All study 
participants are provided with a copy of this Information Letter for their personal records. 
 
Cordially, 
 
 
 
 
Alexandre Chagoubatov 
Research student 
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INFORMATION MANAGEMENT AND MARKETING 
 
The University of Western Australia 
35 Stirling Highway, Crawley WA 6009 
Alexandre Chagoubatov 
Master of Commerce by research student 
Phone:  +61 9380 7380 
Fax:  +61 9380 1004 
Email: emailme@ecel.uwa.edu.au 
Web site: www.imm.uwa.edu.au 
CRICOS Provider No:  00126G 

 
 
 
 
Business Learning and Competitiveness Survey 
 
 
 

Instructions:  

1. Please read the Information Letter sent with this survey.  

2. Please complete all sections of this survey by answering all questions.  

3. If you would like to receive a copy of this research's findings, please fill in the 'request a 

copy' form at the end of this survey.  

4. Please submit completed survey at your earliest convenience.  

 

Please note that this research is conducted in accordance with University Policies and 

Procedures, and thus all responses will be kept confidential, and your details will not be 

disclosed to a third party.  

 

 
Thank you very much for your help with this research. 
 
 
Sincerely, 
 
 
Alexandre Chagoubatov 
Master’s of Commerce by Research Student. 
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Please circle the number in each scale that best approximates the actual conditions in your 
business. 

In general, the operating management philosophy in my firm favours … 
 
highly structured channels of 
communication and highly 
restricted access to important 
financial and operating 
information 

 
1     2     3     4     5     6     7 

 
open channels of communication 
with important financial and 
operating information flowing 
quite freely throughout the 
organization 

 
a strictly defined operating 
style that is not allowed to 
range in its formality 

 
1     2     3     4     5     6     7 

 
a free operating style that is 
allowed to range from the very 
formal to the very informal 

 
a strong emphasis on giving 
the most to say in decision 
making to formal line 
managers 

 
1     2     3     4     5     6     7 

 
a strong emphasis on letting 
circumstances determine who has 
the most to say in decision 
making (e.g. specialist).  

 
a strong emphasis on holding 
fast to tried and true 
management principles despite 
any changes in business 
conditions 

 
1     2     3     4     5     6     7 

 
a strong emphasis on adapting 
freely to changing circumstances 
without too much concern for 
past practice 

 
a strong emphasis on always 
getting personnel to follow the 
formally laid down procedures  

 
1     2     3     4     5     6     7 

 
 personnel are allowed to 
disregard formal procedures if 
this means getting things done 
better 

 
tight formal control of most 
operations by means of 
sophisticated control and 
information systems 

 
1     2     3     4     5     6     7 

 
loose, informal control; heavy 
dependence on informal 
relationships and a norm of 
cooperation for getting work 
done 

 
a strong emphasis on getting 
staff to adhere closely to 
formal job responsibilities  

 
1     2     3     4     5     6     7 

 
a strong tendency to let the 
requirements of the situation and 
the individual’s personality 
define job responsibilities.  

 
In general, the top managers of my firm favor … 
 
a strong emphasis on the 
marketing of tried and trusted 
goods or services 

 
1     2     3     4     5     6     7 

 
a strong emphasis on R&D, 
technological leadership and 
innovation 

 
How many new lines of goods or services has your firm marketed in the past 5 Years (or since 
establishment)? 
 
No new lines of goods of 
services 

 
1     2     3     4     5     6     7 

 
Very many new lines of goods or 
services 

 
 
Changes in goods or service 
lines have been mostly of a 
minor nature 

 
 
1     2     3     4     5     6     7 

 
 
Changes in goods or service lines 
have usually been quite 
substantial.  
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In dealing with its competitors, my firm … 
 
mostly responds to 
competitors actions 

 
1     2     3     4     5     6     7 

 
mostly initiates actions which 
competitors then respond to 

 
is very seldom the first 
business to introduce new 
goods/service, administrative 
techniques, operating 
technologies, etc  

 
1     2     3     4     5     6     7 

 
is very often the first business to 
introduce new goods/service, 
administrative techniques, 
operating technologies, etc 

 
typically seeks to avoid 
competitive clashes, but would 
respond to one if required 

 
1     2     3     4     5     6     7 

 
typically adopts a very 
competitive posture, would 
initiate competitive clash if 
required. 

 
In general, the top managers of my firm have … 
 
a strong tendency towards low 
risk projects (with normal and 
certain rates of return)  

 
1     2     3     4     5     6     7 

 
a strong tendency towards high 
risk projects (with the chance of 
very high return) 

 
In general, the top managers of my firm believe that … 
 
owing to the nature of the 
environment, it is best to 
explore it gradually via timid, 
incremental behaviour  

 
1     2     3     4     5     6     7 

 
owing to the nature of the 
environment, bold, wide-ranging 
acts are necessary to achieve the 
firm’s objective 

 
When confronted with decision making situations involving uncertainty, my firm … 
 
typically adopts a cautious, 
wait-and see posture in order 
to minimize the probability of 
making costly decisions 

 
1     2     3     4     5     6     7 

 
typically adopts a bold, 
aggressive posture in order to 
maximize the probability of 
exploiting potential opportunities 

 
Please circle the number in each scale that best approximates the actual conditions in your 
business unit’s principal industry. 

Our business unit rarely needs 
to change its marketing 

practices to keep up with 
market trends and competitors  

1     2     3     4     5     6    7 

Our business unit frequently 
needs to  change its marketing 

practices (e.g. semi-annually) to 
keep up with market trends and 

competitors 
The rate at which 

goods/services become 
obsolete in this industry is very 

slow (e.g. basic metal like 
copper). 

1     2     3     4     5     6    7 

The rate of goods/service 
obsolescence in this industry is 
very fast (e.g., fashion goods, 

semiconductors). 

Actions of competitors are 
easy to predict. 1     2     3     4     5     6    7 Actions of competitors are hard to 

predict. 
Demand and consumer tastes 
are easy to predict (e.g. for 

milk companies). 
1     2     3     4     5     6    7 

Demand and consumer tastes are 
hard to predict (e.g. high fashion 

goods). 
Production/service technology 

is not subject to very much 
change (e.g. steel production). 

1     2     3     4     5     6    7 
Production /service technology 
changes often (e.g. advanced 

electronic components). 
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 Strongly                                                    Strongly 
disagree                                                    agree 

 
This is an open organization and as much 
information as possible is made available to 
employees 

 
1                 2                 3                 4                 5 

 
Ideas from all employees are listened to and 
acted on to change company policy, even if 
they challenge senior manager’s views 

 
1                 2                 3                 4                 5 

 
There is two-way communication between 
employees of all levels about what this 
company is doing and where it is going  

 
1                 2                 3                 4                 5 

 
This company has set working practices, but 
these can change in pursuit of greater 
efficiency if need be 

 
1                 2                 3                 4                 5 

 
This company promotes risk-taking and 
experimentation in working methods 

 
1                 2                 3                 4                 5 

 

Company information: 

What is your position within the firm? (Please circle) 
Managing Director/CEO              1 Line management                    4 
Senior Management                     2 Non-management                   5 
Middle Management                   3 Other (please specify) ______________________                                  

What is the size of your company (in terms of employees). Please circle)?  
Sole Operator 1 
2-5 2 
6-10 3 
11-20 4 
21-100 5 
101+ 6 

What year was your company established? ____________. 

What is your firm’s market share in its main industry of operation?  
0-3% 4-9% 10-19% 20-39% 40-59% 60-79% 80-100% Not  

Appropriate 
1 2 3 4 5 6 7 8 
 
Thank you very much for taking the time to complete this questionnaire.  
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Dear Participant, 
If you would like to receive a copy of the findings of this research please provide us with your contact 
details. A copy of the final paper will be sent out to you within 30 days of the completion of this study. 
Please note that your answers will be separated from the form on receipt. 

Company Name: ___________________________________ 
 

Contact Person: ___________________________________ 
 

Phone number: ___________________________________ 
 
 

If you would prefer to be contacted via e-mail the please write your address in the space provided below 
_______________________________________________ 

 
Your contact information will be kept in strict confidentiality. Thank you very much for participation! 

 
 
 
 
Sincerely, 
Alexandre Chagoubatov. 
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