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Abstract

The important and objectives of this study is to (1) to develop paradigms of small
enterprises’ success or failure as measured by sclected key performance indicators (KPIs): (2)
to further identify and enhance our knowledge of what makes small enterprises successful;
and (3) to apply second generation Structural Equation Modeling causal path analysis (Partial
Least Squares) to modeling small enterprise performance.

Benefits of the study provided most useful to the management styles aspect for small
enterprises. In this study, four main criteria were used in selecting businesses and respondents
for inclusion: (1) all were small business enterprises in the central Bangkok districts ol
Bangsue and Phayathai; (2) all business owners were either sole proprictors or parlnerships:
(3) all had been established for minimum of three years: and (4) a sample size of 200
respondents was employees of these small enterprises selected from the total number.

The literature reviewed for this rescarch covers the historical develpopment of
management theory and focuses on market orientation studies by Deshpande (1999), business
process and strategic intelligence by Jaworski & Kohli (1993). Narver & $Slater (1990) and the
Pereeption and Preference Inventory Manual by Kostick (1977).

The methodology of this dissertation. as a study taking into accounts both qualitative
and quantitative data, has discovered innovative issues in management styles through the use
of conventional empirical techniques. A rigorous methodology was employed ensure reliable
and vahd results.  The pre-test stage began with brainstorming and personal interview
sessions with potential respondents to develop a gquestionnaire for use wn the final stages of
data-gathering. A tota) of 200 employecs were asked to complete the questionnaire as well as
to participate in personal interviews. The raw data obtained from this field survey was
analyzed using the statistical methods of exploratory factor analysis (EFA). confirmatory
factor analysis (CFA), multiple regression and Partial Least Squares (PLS) to obtain the final
results. Qualitative data obtained from the field survey was considered along with the
statistical results in the final discussion ot this dissertation.

Results of the study provided the main construets (independent variablesy ot this
rescarch consist of market ortentation, management stvles preference, business process and
strategic intelligence. The casual path findings of this dissertation serve to clarify the
relationships between each construct. in addition to identifving the construct which
contributes most to the success of small business enterprises.  The results highlight the
importance of management styvles in successtul business performance of small enterprises.
which has implications for business planning and human resource mapagement, thus thig
dissertation offers a method for determining the key contribution to the success of small
enterprises and also to a better understanding of good business practices.

Keywords: success of small enterprises. Key factors of success, characterize of entrepreneur
Introduction

Small Enterprises has been part of Thailand economic activities. There have been

success and unsuccesstul small enterprises in the local market. The important of having small
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enterprises remain aS part the backbone of the country, studying on key factor(s) which

contribute to the success of small enterprises should be of benefit to the current and new
entrepreneursa “Tao Kae” far local market.

Resear ch Objectives

Thisstudy hasthree main objectivesdesi gned to contribute to the emerging body of
experimental literature on the relationship between effectiveness of management styles and
business performancenamely:

1 To develop paradigms of the success @ failure for small enterprisss through
selected key performance indicators (KPIs);

2. To identify and enhance knowledge of what makes small enter prises successful;
and

3. To apply second generation Sructura Equation Modd causal path analysis
(Partial Least Squares) to modeling small enter prise performance.

Resear ch Hypotheses
The hypotheses of this study are as follows:

1. Market Orientation( MD) isoneof the highest contributivefactors in
the success of small enterprisesaccording to Deshpande, (1999), Jaworski & Kohli, (1993);
and Narver & Slater, {1990).

H1 Market Orientation (MQO) associates positively with financial performance
H Market Orientation (MQ) associates negatively with business process.
H3 Market Orientation (MO) associates positively with strategic intelligence,

HA  Market Orientation( MD) associates negatively with management styles
preference.

2.  Management Styles Preference or traits are one of the highest contributive
factorsin the success of small enterprisesaccordingto the Preference and Perception
Inventory (PAPI) by Kostick, (1977).

H5 Managament Styles Prference (MS) o traits associate postivey with
financial performance.

Ho Management Styles Preference (MS) or traits assodate negatively with
market orientation.
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17 Management Styles Preference (MS) or traits associate negatively with
business process.
3. Business Process (BP) is one of the highest contributive factors in the success of

small enterprises according to Jaworski, Sahay & Kohli, (2000)

H¥ Business Process (BP) associates positively with financial performance.
HY Business Process (BP) associates negatively with management  styles
preference.

HI0  Business Process (BP) associates positively with strategic intelligence.

4. Strategic intelligence (ST) is one of the highest contributive factors in the
success of small enterprises according to Slater & Narver, (1995) and Jaworski & Kohli,

(1990).
HIT  Strategic intelligence (ST) associates positively with financial performance.
HI12  Strategic intelligenee (ST) associates negatively with market orientation,

H13  Strategic intelligence (ST) associates negatively with management styles

preference.

Literature Review

The literature reviewed for this dissertation covers the historical development of
management theory and locuses on market orientation studies by Deshpande (1999), business
process and strategic intelligence by Jaworski & Kohli (1993), Narver & Slater (1990) and the

Perception and Preference Inventory Manual by Kostick (1977).

Literature review discovered essentially discusses cach key constructs which also hypotheses
of the study based on these scholars. Studies by Deshpande (1993, 1999), Jaworski & Kohli
(1993) and Narver & Slater (1990, 1995), Kostick (1977) support the rationale for using

several factors as explanatory roles in this study.”
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M ethodology

Personal interviews with sample groups of 200 employees conducted as part of
gualitative process. The questionnaire was the methodological tool. Statistical method
including of exploratory, multiple regression,equation modeling and partial least square as
part of quantitative.

(market orentation#1, 12, 2, 5, 8, 7, 8, 9) {strategic:poshion#t; 2.3, 4,8)

Diverse
Enviranment
Management

H4{B=0.20)R*=0.44%

Customer
Crigntation

Innovation

(strategic position#6, 7, 8)

Bow can entrepreneursor any small enterprise ownersimprove business performance
and increase their shop's value? Thisisa key question that most performanceatiempts to
focuses academic research as an answer. Whilst there is no absolute answer, thisstudy does
offer several important indghts for owners of small enterprises seeking to improve their
busi ness performance.

Thisstudy providesentrepreneurs or business ownerswith evidence that management
style is the most important determinant in small enterprises performance across the several
small industry sectors, and that positive business performance also leadst o the development
of increasad busi ness opportunities. Hence, entrepreneurs in small enterprises should not
overlook the importance of their own management styleand characterigtics. It hasdiscovered
innovativeissues in management style. [t's main focus was to investigate the expectations of
employers from an employee viewpoint. The sudy was conducted among a group of small
enterprisesin the central digtrict of Bangkok.
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This study also identified a number of characteristics ot entreprencurs that influence
business performance. Entrepreneurs or employers can take specific action to expedite the
attainment of the categories and types of Kostick’s characteristics inventory which resulted in
high factor loadings including: 1) “Energy Output” 2) “Work Adjustment” and 3)

“Leadership”.

The main conclusion of this study is that management style L.c., characteristics and
traits as an individual based on Kostick’s Perception and Preference Inventory, is the
significant contributor to the success of small business enterprises. The implication is that
entreprencurs or employers must assume responsibility to recognize, address, and correct their

own characteristics and personal traits.

The final outcome acknowledged significant characteristics of  leader(s) or
entrepreneur(s).  The three characteristics with the highest factor scores from exploratory
factor analysis and multiple regression were; “Energy Outpul”, “Work Adjustment” and
“Leadership™.  These three characteristics are components of the seven major arcas of
Kostick’s inventory. These three main characteristics were identitied during  personal
interviews, and further supported by statistical analysis. According to Kostick, the key areas
can be also considered as differences in job requirements for administrators as opposed to

industrial personnel. These three arcas can also apply to managerial levels and above.

Lntrepreneurs or employers must understand the importance of cach characteristic in
relation to their business performance and to the goals of the company. The above statements
are drawn directly from the preference and perception inventory, which describes “Energy
Output”™ characteristics or traits in terms of operational definitions. “Energy Qutput™ includes
I) the need to personally finish a task, 2) role of a hard, intense worker, and 3) the need to

achieve.

The operational definitions for “Work Adjustment” characteristics or traits, drawn
directly from the inventory, include 1) theoretical type, 2) interest in working with details, and
3) organized type. The operational definitions of “Leadership™ characteristics or traits include

1) leadership role, 2) The need to control others, and 3) ease in decision-making.

Key Findings

1. Market orientation is found to influence financial performance of small
enterprises, as long as financial performance is measured subjectively or objectively as key
performance indicators.

2. The relationship between the market orientation and strategic mtelligence of

entrepreneurs can influence cach other as supported by Deshpande and Farley (1996).

69



PIFRITINETMIRANTULAS A TAUAPNBRT
il o i
9 5 arTufi 1

Therdationship between market orientationand management style of entrepreneurs
can have a positive and sgnificant influence on each ather. @ all the construgts it is
management style that has the greates influence on the financial performance of small
enterprises. Characterigticsa traitshave significantpositiveeffects on business performance.

Management style and narked orientation of entrepreneurs can have a srong
influence on each other.

3. Strategic intdligenceis found to influencethe financial performanceof
small enterprises. However, the effect of management style on business performance is
stronger,

4. Therdationshipbetween grategic intelligenceand narket  orientation of
entrepreneurscan havea positiveand significant influence on each other.

5. Srategic intelligenceand management syle have a positive relationship and
influenceindividual entrepreneurs.

6. Thereis no significant relationship between business process to market
orientation, management syleand Srategic intelligence.

7. Businessprocess on its OWN does not seem to beanecessary condition for
or ganizational survival.

8. Thestrength of therdationship between market orientation, management syle
and strategic intelligence in small enterprises.

9, Businessprocess iSweaker than other congtructsof the entrepreneurshipstructure

10. Management style is the enly congruct which contributes and influences directly
the financial performanceof small enterprises.

Further analysis of the statistical results revealed that the greatest contributor to the
success Of small enterprisesare the characterisics of businessowners or entrepreneurs. This
preference study concludes that business owners a entrepreneurs st have certain
characterigtics which benefit small enterprises and that these characteristics apply both
scientifically and psychologically. From the data obtained from group respondents, the
resear cher concludestha the 3 key areaswhich are necessary for awinning management style
are 1) energy output; 2) work adjustmentand 3) leadership skills.

The characteristics of individual busness owners or entrepreneurs are the key factor
in the success Of small business emterprises. Market orientation, business process and
grategic intdligence are only part of the formula for suecess. The reaults of this study
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highlight how important it is to have the right characteristics and to understand the needs of

the employees and others in the team, before considering the business environment, including
knowledge of marketing  orientation, business process  and  strategic  intelligence.
Entreprencurs or employcrs must be aware that these arcas can not be implemented without
having the appropriate individual characteristics. Thus, in order to rapidly exploit
opportunitics ariging from variability in the entrepreneurships. economic. and financial
environment it is important for entreprencurs or employers to implement and maintain

desirable characteristics at all times.
Contributions to this study include:

1) Management styles modeling including market orentation, business process,
management styles preference or a characteristics of business owner(s) and entreprencur(s)
based on the Perception and Preference Inventory’s scale (PAPI) and strategic intelligence as
factors or constructs of business performance structure and the effective management styles

model;

2) Key Performance Indicators ot small business enterprises. The key performance

indicators used to measure business performance;

3) Role of each construct. The main constructs are the independent variables and key
performance indicators or KPIs which are the dependent variables of the study. The relation
and level of significance of each are identified by using exploratory factor analysis and

multiple regressions;

4) Partia) least squares (PLS) is conducted as a confirmalory statistic tool on the final
results. The final model of this study defines the construct(s) which contribute most on the
summaries associated with the success of business performance, providing the significance
level of each construct. The final model with the key performance indicators (KPls) concludes

the main contribution to the study.

This study presented the efforts to bring together four important rescarch streams:
market orientation. management styles preference, business process and strategic intelligence.
The four streams were considered as factors contributing to the success ot small enterprisc.
This is a piece which identified the highest factor influencing success of small enterprises in

Bangkok by focusing on 200 employecs.

This study makes contributions to a body of knowledge in several areas. This 15 the
first picce of research to study the relationship between market orientation, management
styles preference, business process and strategic intelligence in a small enterprises i the

Bangkok metropolis. The findings from this study confirm that individual characteristics or
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traits of entrepreneurs are the most important determinant of a business organization and its
performance in the Smal enterprisessector.

Other contribution is that this is the only study to date which focusesan employee's
viewpoint evidence of the link between employers and their employees. Thekey performance
indicators were both objective and subjective busi ness performance factors. The researcher
extends previous findings, mostly limited to enpl oyer's viewpoint and conducted in different
aress of Thailand. Specifically the researcher finds that when the focus is on employess,
knowledge and awareness of their business performance neasurenent was both subjective
and objective. It's also involves forging a link between management style and the business
performance of small enterprises. Scholars such as Levitt (1960); Kotler (1977); Drucker
(2000); Porter (2007); and Cohen (2008) argue that the individud characterigic of
entrepreneurs explains the superior performance of firns and why some firms survive and
others perish. The findings of the study contradict that position. Previous empirical
management research for gmall enterprisesin different couritries relied on narket orientation
and strategic intelligence. The researcher found no significant difference in the in-depth
knowledge of market orientation, strategic intelligence and busness process. There is no
significantevidencethat thesefactorsdirectly contribute to company survival.

This study found that nanagenent style or the characteristics of an individual to be
the construct contributes most to business success. By identifying and developing desirable
characterigtics, entrepreneursshould be ableto work bard to foster a strong cor por ate climate.
According to Kostick (1977) characteristics or traits of an individua should influence both
self-perception and preference selection, most notably: 1) improve as a leader and quick
deci si on-naker ; 2) support otherswith consistency, ceatrol and influence others positively; 3)
gain contrel of the environment; 4) gain information and time; 5) reduce ones persona
exposure torisk 6) develop significant attention to management functions, such as leadership,
control, autonomy and delegation.

Future entrepreneurs in the market should pay close attenition to ther own sdf-
perception or indicated preference particularly to their own employees, Saff, prospective
customers and competitors, in order to increasea firm efficiency. Entrepreneurs who focus
on themselves are able to identify alternatives and plan further out into the future with their
visons. Thisstudy finds that this leads to improved performance, compared to less forward
thinking individuals.

Management style is the foundation far how an individual handles the nechani sm
the mind set or the way of thinking. Kostick’s inventory can be used to predict an
individua's i npect on the organization or enterprise. This final conclusion of this sudy can
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be summarized that the characteristics of individuals have direct influence and impact on
human behavior.  Desirable traits and characteristics can be developed to improve
management in terms of functjions such as leadership skills, control, autonomy and delegation

(Kostick, 1977).

Entrepreneurs in small enterprises should recognize the impact of personal
characterjstics on their ability (o manage a small team of employees, or risk Josing
competitive advantage over larger competitors with strong  foundations and  stable
management teams. In general terms, small, family run businesses with minimal structure and
strategic outlook are at a greater risk of failure 1f they are unable to make an efficient use of
assets. measured by the ralio, sales divided by total assets. with the sell” perception and

preference indicated characteristics.
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