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Strategies for Superior Performance under Adverse Gnditions:

A focus on Small and Medium Sized High-Growth Firms

Abstract
This article explores the strategies pursued bylssnd medium-sized firms to actively
sustain growth within declining markets. A critiGalysis of relevant growth theories
informs the development of a semi-structured inéevvschedule; findings drawn from
20 case studies indicate that firms adopt a mehgdtategy approach in which they
pursue an innovative differentiation and produer/ge-customization strategy
simultaneously. Following this strategy, we fouhdttfirms make an intentional search
for high-margin products, while avoiding aggresgiviee competition and maintaining
tight control of costs. We demonstrate that an es#venvironment does not necessarily
inhibit firm growth and that individual firm spedaif strategies can be invoked to

overcome volatile market conditions.

Keywords: declining industries, small firms, over-performestrategy, divergence
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Introduction

Small and medium sized enterprises (SMEs) in génarad high-growth ones in
particular, are critical to economic growth givemeit capacity to create new jobs
(Henrekson and Johansson, 2010, Acs and Muell€8,28cs et al., 2008), sustain
survival (Phillips and Kirchhoff, 1988gnd mitigate recessionary pressures (Storey and
Greene, 2010: 207). However, rapid-growth in SMEgare; and indeed, high-growth
spurts are unpredictable and difficult to maint@@arringer et al., 2005). Such rapid
growth is usually a ‘one-time’ occurrence (Parkeale, 2010); thus, of the few firms
that do grow, only a very small proportion contiaedo so and are “exceptions” to the

rule (Storey, 2011: 306).

Considering this, one could easily question theitnoérfocusing on such a ‘singular’
phenomenon. Yet, as Coad argues succinctly, “tiselitle point in trying to find the
determinants of growth for the ‘average firm’, thaster grows so little that its growth
could be due to almost anything...it is just a hahdfuextreme-growth firms that are
responsible for a disproportionate share of théulence and reallocation that drive
industry dynamics” (2009: 6). Given the centrality high-growth firms to economic
progress, it is important to understand the charetics and success factors of high-
growth SMEs. In this study, we develop this argutreamd add a novel aspect when
focusing specifically on the strategies that SMEsdeclining industries employ to

achieve high growth.

We are cognisant of the arguments considering drewparticularly high growth — as

being either a one-time occurrence or merely thautative outcome of a stochastic

! Phillips and Kirchhoff (1989) shows that there idyoa 26% chance of survival within 6 years of bB&hment if it
does not achieve growth
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process, a ‘game of chance’ (Coad, 2009, Storey]12@ndoubtedly, serendipity and
luck are influential factors of growth. Neverthededor a small firm to maintain a

growth momentum, especially in the face of markateasity and size limitations,

serendipity alone does not secure sustainable bfowstead, a growth strategy must
be present that is linked to firm resources andab#ifies and also, to the external
environment. Such a strategy can augment growtengat by strengthening core
competences and establishing competitive advant@pmbero et al., 2012, Westhead

and Wright, 2011).

In this paper we critically analyse the strategagployed by SMEs that achieve high
growth for four consequent years, while operatimgleclining industries. Our unit of
analysis is the firm, and our central research tipess: What strategies are employed
by high-growth SMEs such that they continue tovéanvithin the context of declining

industries?

We contribute to the literature in two distinct gayirst, we provide new empirical
evidence on high-growth strategies in poorly peniiog and declining environments.
The impact of the environment on the firm growthstrategy relationship has been
extensively explored. However, the literature hasrbsomewhat dormant over the last
20 years (Stopford and Baden-Fuller, 1992, Geras#liGregg, 1997, Covin and Slevin,
1989). In addition, there has been relativelyditinalysis of rapid-growth in adverse
conditions (Gundry and Welsch, 2001). Second, werek theory by focusing on a
little-explored sub-sector of established high-gto@MESs. Past studies have focused

mainly on either large high-growth firms or micréas-ups (for a review of the

? Please see ‘Data Sample’ section and Table Lftrdr elaboration of the argument
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literature see Parker et al., 2010). Establishgth-growth SMEs have received little
attention (Moreno and Casillas, 2007, Delmar et2003, Barbero et al., 2012). Yet,
these firms differ substantially from both theirdar (Coad, 2009) and their newly
established micro counterpar{8Vright and Marlow, 2012). Any generalization from

these past studies is therefore, precarious.

In general, and while drawing upon established rieef growth in firms to develop
our constructs, we focus on how such constructerdif the context of an industry in
decline, and explore the aptness of past theonighis new setting. Given a lack of
current empirical research on high-growth firmsthese adverse contexts, we use an
inductive case-study approach to examine the gieteemployed by 20 high-growth
firms from 20 sectors. A combination of primary asetondary data is employed, while
the analysis of the data is based on a three-pi@mach that allows us to appropriately
classify and profile the companies under invesiigatA within-case analysis and a
cross-case analysis are also employed after tramgg the data from all sources

(Eisenhardt and Graebner, 2004).

The paper is structured as follows: The theoretioahdations of SME growth are
explored first, followed by our research methodgloghe research findings are then
presented and discussed. Finally, we outline tiédtions of the study and proposals

for further research, we conclude the discussiahcanline our contribution.

3 During the first entrepreneurial years, “entreprei@wentures may grow in different ways” (2012:8)@lue to

different goals set by their founding members. Hetheir strategies differ substantially and carm@tompared
to the strategies of the consistently growing distlaéd firms.
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Theoretical Foundations of SME Growth

Small -Firm Growth Literature: General Perspectives

Growth is not a prerequisite for the existencehar mnere survival of small firms; the
latter can remain voluntarily (or involuntarily) #te same size during their entire life
(Davidsson et al., 2007, Penrose, 1959). Indee¢krak growth barriers have been
identified in the literature that appear to impebte growth potential of small firms
(Doern, 2009), with owner’s lack of willingness goow being among the most cited
reasons (Gundry and Welsch, 2001, Storey, 2011neteless, the positive externality
of firm growth for the economy is undeniable, akeips to create employmériAcs et
al., 2008), innovation (Oke et al., 2007) and oleegional performance (Audretsch et
al., 2008). As a result, a plethora of studies hasn conducted to determine the
facilitators of the firm’s growth, especially sineearguably- past growth is self-

reinforcing, and hence creates future growth (Delamal Wiklund, 2008).

A number of different factors have been suggestedbd facilitators of small-firm
growth (for a literature review see Davidsson et2002, Dobbs and Hamilton, 2007).
The characteristics of the entrepreneur, human- saibl-capital competences, size,
age, location, and the strategies employed ardaitters that have received the most
attention in the relevant body of literature. Yietespective of the substantial literature
on the subject, we are still far from a clear pietwof what makes firms grow
(Davidsson et al., 2010). The number of constrastsociated with the firm’s growth

paradigm has severely fragmented the literaturggeding any generalizability of

4 Accounting for 58.9% of the total UK employmentda51.9% of the aggregate turnover (source: govemim
statistics)
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findings (Wiklund et al., 2009). In addition, thenstructs that have attracted most of
the attention (e.g. entrepreneurial, human andakoapital) have been accused of being
rather static and inapt to “explain changes inenwental performance, even though
[they] may be linked positively to average perfono&’ (Storey 2011: 307).

When it comes to small firms that accomplish higbvgh in adverse conditions, the
picture becomes even more obscure. Only a handfgtuglies have simultaneously
taken into account the roles of both the environnam size (Delmar et al., 2003,
Covin and Slevin, 1989, Covin et al., 1990). Nelvelgss, “the evidence suggests that
firm growth is to a certain extent externally detered” (Davidsson et al., 2007: 369),
and thus, growth cannot be viewed in isolation. Meale, the current economic
climate adds additional urgency to the desire tdewstand what enables firms to
expand under such conditions. Hence, in the cursardy we explore how specific
strategic activities influence and inform SME higitowth in the context of economic

decling.

Strategy and Growth in Firms

The strategy—firm growth relationship has receiwaach attention in the literature on
strategic management and firm growth (Baum et24lQ1, Durand and Coeurderoy,
2001, Coad, 2009). Despite the numerous studies, résults have often been
inconclusive. The literature focusing on SME growghequally inconclusive although
some common arguments have risen (Gundry and We2ffi, Covin et al., 1990,

Hansen and Hamilton, 2011). For example, Gundry fdsch (2001) claimed that

> Of course strategy is not the only factor contiiitbgitto high-growth; unique resources such as thaityuof

human capital, patents, tacit knowledge, netwotks @&e pertinent to a firm’'s success. Yet unigesources
alone are not sufficient to achieve a competitideamtage; they need to be properly aligned togetiera
“plan”, the firm’s strategy (Mintzberg 1996; Mosatkski 1993).
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high-growth firms pursue market expansion, techgickl change, and organisational
development strategies. A decade later, HansenHamdilton (2011) concurred that
growers are distinctively oriented towards a cdtof innovation, flexibility, constant

adaptability and learning.

Environment, Strategy and Firm Growth

The strategic-management literature was early ¢togeize the cyclical dependency
between strategy formation and the environment.ekample, firms form their strategy
after evaluating the environmental conditions ispext to their expectations, general
trends, past performance (Child, 1972), opportuexploitation (Penrose 1959) and the
specific attributes of the industries they addi@sster, 1980). Therefore, the strategy—
firm growth relationship can be deciphered onlantext (Davidsson et al., 2007). In
light of the above, a substantial body of literathas concentrated on the “strategic-fit
paradigm” in an attempt to identify the most sustdsstrategies in each environment
(Meyer, 1982, Smart and Vertinsky, 1984, Miller889Miller and Friesen, 1978). This

literature proved to be controversial.

Miller and Friesen (1978) were among the first napeically measure the complexity
of the strategy—performance relationship in divexsatexts, providing a typology of six
successful archetypes and four failing ones inedifit environments. It was
demonstrated that in highly challenging market mmments, most successful firms
pursue differentiation via product or market (nichenovation, and via constant
organizational change. Although their typology weaisicized for being too broad and
for lacking detail and generalizability (Smith ét 4989), their basic assumptions have

been corroborated by several later studies.
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Meyer (1982) reported that firms acting consenalyivare less able to identify changes
in the market and consequently fail to quickly adaghem. On the contrary, firms that
pursue more entrepreneurial strategies usuallyyapgbrous scanning procedures of
the environment. They are thus, able to detect moiekly and accurately the “tremors”
in the market, and “prepare for jolts” (1982: 528imilarly, Miller (1988) showed that

conservative strategies such as cost leadershipmare appropriate in stable and
predictable environments, whereas marketing diffiég@don or product innovation

strategies provide better results under dynamiclar@rtain ones. On the other hand,
Smart and Vertinsky (1984) showed that in complewirenments firms prefer

retrenchment or adaptive strategies, whereas iplsmenvironments, entrepreneurial

strategies are fostered.

Another strand within the literature concentratesn dhe importance of

internationalization for firm growth (Buckley and a€son, 2007). After all,

internationalization allows firms to increase thteital sales volume, exploit economies
of scale, enhance their customer base and redeged#pendency on home markets,
avoiding sales fluctuations “associated with ecoigcorgcles or seasonality of demand”
(Cavusgil et al., 2008: 389). There is some evidetlat supports the premise that
exposure to multiple markets and geographies (Bdarand Michael, 2006) can help

firms better manage declining environments.

Finally, the impact of recessions on the firm'sastgy and growth has also been

explored (Geroski and Gregg, 1997, Pearce Il andhdél, 2006). Even though

economic recessionary periods differ in cause andomes from declining industries,
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their impact on firms exhibits certain similaritiaed as such can be considered a close
approximation. It is self-evident that recessignmdally affect firm growth and in some
cases the likelihood of survival. As a consequeneeobserve severe finance-related
effects due to limited cash availability, e.g. lg@yments, bad debts, reduced credit
allowance (Smallbone et al., 2012), declines in @lwinand sales due to “low consumer
confidence” (Geroski and Gregg, 1997: 36), increask competitive rivalry in the

market (Pearce Il and Michael, 2006), and of codesgines in profitability.

Yet, not all firms are affected equally during symriods. Indeed, Geroski and Gregg
(1993; 1997) reported that the 1990s recessiomenUK disproportionately affected
some firms, while leaving others unaffected. Theynid that firms investing in new-
product development, process innovation and trgineamed at enhancing their
competitive strengths and creating the foundatfonguture post-recession expansion,
outperformed their rivals in their industry. In ¢@st, firms that engaged in cost-cutting
practices or abandoned their investments plans wene severely affected and also
experienced greater difficulties in recovering aftards. Similarly, exploring the most
recent recessionary period (2008-2009), Smallbowkecalleagues (2012) revealed that
the most resilient UK companies were concentratedemerating new revenue streams
through either changes in sales and marketing ipescbr new products and markets

development.

Size, Declining Environment, Strategy and Firm Growth

As we can see a consensus emerges on the prevalleactepreneurial and proactive

strategies, but we should be cautious about gesiaalthe results as the findings are
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almost exclusively based on research into largediirYet “small firms are not simply
scaled-down versions of large firms” (Storey, 198%95). The significant differences
between small and large firms render any genetaliséutile (Storey and Greene, 2010,
Coad, 2009).

The advantages of larger companies over their smadlunterparts (economies of scale,
access to capital, broader investment optionseased bargaining power etc.) suggests
a positive relationship between firm size and tleierall performance in declining
environments (Miller and Toulouse, 1986). Largenircan better withstand external
shocks and shield themselves against economic dowa)tprolonged declines in sales
or price wars. Conversely, small firms are oftesorgce- constrained and tend to be
more vulnerable to adverse conditions. Pearce aichadl (1997), among others,
reported that the smaller manufacturing firms wéese that suffered the most during
the 1991 recession. Nonetheless, small firms, bdymically more flexible and
adaptable to changing environments, can focus ecifspniche segments of the market
(Mosakowski, 1993, Durand and Coeurderoy, 2001hdMe) 2000). Such strategies
have been proven to lead firms onto different ghovpaths from their larger
counterparts (Pearce Il and Michael, 1997). In,faotall entrepreneurial firms often
find that periods of vigorous changes offer an oppoty to overcome structural

barriers and to step into markets that their laogenpetitors overlook (Porter, 2008).

Very few scholars have empirically explored how Bnfians can better deal with
declining environments. A noteworthy exception e tstudy by Covin and Slevin
(1989), which examined the impact of environmehtadtility on 161 small firms in 25
manufacturing industries. They verified not onlye thsignificant impact of

environmental hostility on firm performance, busalits influence on the strategy—
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performance relationship. They showed that firmgspumg more entrepreneurial
strategies performed best in hostile environmeS8imilarly, Desarboet al. (2005)

examined 709 small business-units in three diffeceuntries (China, Japan and the
US); they discovered that under stable market ¢mmdi the leaders tend to pursue
more conservative strategies. Conversely, in higinhgertain conditions, the more

entrepreneurial and innovative firms achieve betsults.

The above theoretical and empirical arguments sigtpat the right strategies can
protect even small firms against a declining envinent; in the words of Stopford &
Baden-Fuller (1992: 13) “...the industry is notiiame for any shortcomings in firm
performance. Successful firms ride the waves ofistriy misfortunes; less successful
businesses sank with them”. Hence the objectivthisfpaper is to extend firm-growth
theory by uncovering strategies that can help ShtEthe UK to grow, even when

operating in poorly-performing industries.

Methodology

Measuring growth

It is common in the literature to use both finaheiad non-financial measures to assess
firms’ growth. Sales growth, profitability and matk or asset-value indices are among
the prevalent financial measures (Venkatraman aramdRujam, 1986), while
employment growth (Davidsson et al., 2007) and rganal perceptions of growth
(Collins and Clark, 2003, Penrose, 1959) are antbaegprevalent non-financial ones.

Yet, when it comes to small-firm growth, most oktlhbove measures have been
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rendered inapt. Accounting and profitability measunave been accused of being easily
manipulated for tax-evasion purposes, while thep akriously differ across industries
(Delmar et al.,, 2003, Hawawini et al., 2003). Markalue ratios are difficult to
calculate for small, private, and unlisted firmssat measures are also related to capital
intensity, impeding the comparison among industr{@avidsson et al., 2007).
Managerial perceptions of growth are highly sulyectand biased, hindering the
comparability among studies. Finally, employmerdvgh - despite being a commonly
used growth indicator - is largely affected by ‘taib productivity increases, machine-
for-man substitution, degree of integration, andeotmake-or-buy decisions” (Delmar

et al., 2003: 194). It is also the measure leagiueed by practitioners (Coad 2009).

In this study, we choose relative sales growth as measure of high-growth

performance. Relative sales growth has been thda osed measure of small-firm

performance (Davidsson et al., 2007); it is easitgessible, applies to all firms, is
insensitive to capital intensity and is also thdicator preferred by managers and
practitioners (Delmar et al., 2003). It has alserbeuggested that if only one indicator
is to be used and the study has a cross-indussigrdethe most desirable one is sales
growth; not only do firms need sales to survivet bales “often precede the other

indicators” (Davidsson et aR007: 366).

Data Sample

Birch has defined high-growth firms as those fittmat “achieve[d] a minimum of 20%

sales growth each year over the interval, staffiogn a base-year revenue of at least

$100,000” (Birch et al., 1995: 46). This definitibas received great criticism, since it
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assumes one growth pattern for all high-growth $iramd is mainly focused on newly
established firms (Delmar et al., 2003). In ourdgtuwe define as high-growth firms
those long established firms that despite operatingeclining industries present both
consistent and outstanding growth during the exathifour-year period — Yto Y.
Consistently growinfirms are defined as those firms that not onlyileixéd positive
sales growth during the examined period and hagmexperienced negative sales
growth in any of the yeafsFurthermore, firms exhibiting outstanding growatie those
that not only reported consistent growth, but als@rged from the negative industry
trend by more than 50%. This last criterion wasduseexclude those firms that might

have out-performed others due to chance.

Considering the unpredictable nature of high-grop#ifformance and particularly the
difficulty in maintaining such a momentum for lo(Barringer et al., 2005, Parker et al.,
2010, Storey, 2011), the two criteria set for oample selection represent unique
features that can relate only to firm-specific euéeristics, such as strategy. The
selected firms, not only grow for four consequesarg, but they further grow against
the odds, out-performing the sectoral norms. Thmsque pattern can be further
appreciated when taking a closer look at the grquetiterns depicted in Table 1. Fewer
than half (46%) of the growing firms manage to rnwim growth serendipity for a

maximum of four years. When accounting for the sdcoriterion — out-performing a

declining sector by a rate of 50% —, a mere of 80&tanding growing firms remain

across a total of 43 declining SIC4 sectors.

Firm growth Y4 = (Turnover per firm Y4 - Turnovper firm Y1) / Turnover per firm Y1.

This criterion was applied to answer criticisfrgoiowth patterns mis-specification: “the use olydiirst-year and
end-year data for growth calculations ... models ghoas one giant leap and makes the calculationlyover
sensitive to stochastic variation” (Davidsson e2abD4)

8  Divergence ¥= Firm Growth Y, — Industry Growth Y
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We contacted all 308 firms initially by post, foded up by a second letter and
subsequent phone calls. Our initial study sample f@aned by the first 30 respondents
who agreed to be part of our research project anted or ran firms in different sectors.
In the end we used only 20 of th&(able 2). We chose to include firms from differen
sectors to minimize sectoral biases and to alloxerdity. Despite differences associated
to industry-specific characteristics, we hope thath an approach will help us reveal
common patterns that are specifically attributed the declining nature of the
environment.

----------------------- Insert Table 2 about here—-----------------

Research strategy

The aim of this paper is to extend existing theamysmall-firm high-growth strategies
by examining them in a different context. Sincddiempirical evidence exists on the
strategies driving firm growth in declining indues, we apply an inductive multiple-
case study approach. Such an approach can progigatlu a better understanding of
the unexplored dynamics of the phenomenon (Eisdbhranrd Graebner, 2007, Yin,
1981). Multiple-case studies are preferred becdhseg provide a stronger base for
theory building: ”...the theory is better grounded,orsn accurate, and more
generalizable (all else equal) when it is basedhahtiple case experiments” (Eisenhardt

and Graebner, 2007: 27).

®  To allow better comparison among the companighénstudy, we excluded firms that despite beirtggmrised

as SMEs in turnover terms, they were ‘micro’ irmerof employees.
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To gather the necessary data for our analysis, amelucted a series of face-to-face
interviews with owners or senior managers of eacmened firm. A semi-structured
guestionnaire was employed to enable comparisor@@rthe responses and at the
same time allow for personal opinions. The intewviane varied from 45 to 90 minutes.
The interview concluded with an open-ended questioout the interviewees’ overall
opinion regarding the environment dynamism, themprifacilitators of success, and
their plans for future growth. The primary data sveurther supplemented with
secondary sources of archival data such as datbégpeblished financial information,
websites, companies’ newsletters, industry compatiteports and news articles about
the companies. Unobtrusive observations, e.g. ftauns around the premises of the
company, including production facilities and openas, and unstructured conversations
with employees were also employed to validate thieability of the information

collected.

Data Analysis

Given the extensive amount of data (both primarg aaecondary) gathered for each
company, it was necessary to codify these intoisatcategories that could then be
used to classify and profile the companies in @am@e. This could further facilitate the
comparison of the findings from each case study. fles employed a three-step

approach:

i) Following Eisenhardt and Graebner’'s (2004) suggestion the need for data

triangulation, we built individual case studies émymg data from both primary

(transcripts) and secondary resources to clads#fygekamined companies according
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to their common characteristics. The analysis waslacted through within and
cross-caseapproach (Eisenhardt and Graebner, 2880Zhe within-caseanalysis
incorporates the study of each case separatebyyiall) for better familiarization,
recognition of patterns to emerge, and comparisoong cases (Zott and Huy,
2007). Thecross-casanalysis explores relationships and common pattanmong
the different cases to identify possible similastiand differences among the

examined companies on specific constructs.

The second step of our analysis identified commbaracteristics and patterns
emerging from the previous step, resulting in foemes® of strategic focus,
explored through certain first-order charactersgiab-strategies, as shown in Table

3 (Corley and Gioia, 2004¥:

Strateqic Theme 1: Focus on Cost

We identified three sub-strategies connected te theme: (a) cost efficiency
strategy with a focus on low production costs, aoshitoring systems, (b) low
pricing strategy, and (c) core technology/servpagticularly on those technologies

or services the firm was most proficient.

Strateqic Theme 2: Focus on Differentiation

We identified four sub-strategies connected to theme: (a) innovation priority

with a focus on constant development of new praglsetvices or processes, etc.,

10
1

12

The authors proposed this technique as the mosbpipgte for exploring relationships among differeases
Although some of the themes are clearly inspiredbster’s (1980) generic strategies, they aredsbéed to the
specific characteristics of smaller companies. iAdil it has been pointed out in the past thantydarger firms
with the necessary capital to exploit economiescafes and scope could benefit from the implemiemtat pure
generic strategies (Miller and Toulouse 1986; Mietg and Quinn 1996).

Our approach has been influenced by Corley and G2fia4), despite the substantial differences it lmointent
and conceptualization.
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(b) ad-hoc innovation typically following customieitiatives, (c) premium pricing,

and/or (d) marketing differentiation, with a foaus the company’s image.

Strateqic Theme 3: Focus on Customization

We identified two sub-strategies connected to tihieme: (a) product/service
customization and high-quality, and (b) market cmstzation (market-niche

strategy}®

Strateqic Theme 4: Focus on Internationalization

We identified two sub-strategies connected to ttieme: (a) high market
expansion, e.g. expanding domestic markets andiegteew international markets,
and (b) minimal to non-existent market expansiond &cus on the domestic
market.

It is noteworthy to add here that the above stiatdgmes are not considered to be
mutually exclusive but, on the contrary, dnedependent choices{Mosakowski,
1993: 826). Hence it is expected that each compatysimultaneously pursue

more than one of the strategic themes identifiexvab

iii) The final step of our analysis included the compelagsification according to the
first order codes and the four generic strategioribs identified in the previous step.

Although we acknowledge that these four themes rateinclusive of all the

B The firms that pursue market-niche strategies attempapture only a part of the whole market, gappically
or demographically.
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strategies that can be adopted by small firmsffer@int sectors, they were the most

prevalent among the investigated firms.

To minimize subjectivity biases and provide a tadkainterpretation of the interview
findings we used all our secondary resources asrsiTable 4. For example, HeatCo
is among the companies that reported adoptingha tigst control strategy. This was
observed in-house, but further corroborated by @mpg and contrasting main
catalogues the company produced with those of dngpetition. Despite not being the
least expensive, the company kept low prices inoatmall its components. Similarly,
RoadCo asserted that it developed an in-house,vative and unique method of
enhancing productivity and customer satisfactioe. Wére personally introduced to the
software and its attributes whereas we had the roppty to talk with several

employees in the company and validate the abowensegts. In addition we explored
online similar attributes of the competition and donfirm the pioneering position of

the company in the sector.

Similar actions were taken to confirm the strategaéopted by each company. When
possible, external consultants associated to thepanies were also interviewed. For
example, a financial advisor was shortly intervidwethe case of CraVatCo, and in the

case of HeatCo, a Venture Capitalist.

Inspired by past attempts of similar classificatsmhemes (Miles et al., 1978, Miller
and Friesen, 1978, Walker and Ruekert, 1987), westaacted clusters of firms with

respect to their focus on differentiation via inaben and product-customization
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strategies (see Figure 1), their focus on diffeadion via innovation and cost-focus
strategies (Figure 2) and their focus on the doimesid international markets (Figure 3)
-- the most popular strategies adopted among thelsdirms.

............ Insert Figures 1, 2, 3 about here —---

Findings

The analysis of Figures 1, 2, and 3 above reveaigesvery intriguing results regarding
the strategies employed by the investigated highwtr SMEs. Most firms employ a
multiple-strategy approach, simultaneously pursuagdifferentiation strategy via
innovation or marketing focus and a product-cuskaion strategy. As depicted in
Figure 2, only three companies fall into the bottiefh corner of the diagram — pursuing
neither strategy — while ten companies pursue (@it so appear in the top-central and
top-right cells). At the same time, most comparies also highly cost-conscious and,
although they are not the cost leaders in theiketathey do strive for low production
costs and competitive prices. Indeed, from Figurewg can see that only three
companies seemed to be indifferent to low-costifpgistrategies, most likely due to the
unique nature of their products/services. With eespto international focus, six
companies follow that path, exhibiting an exposwfe more than 30% in the
international arena. Finally, only a couple of camigs pursue a market-nickiategy,

focusing on specific segments of the internati@malomestic arena (Figure 3).

Strategic Theme 1. Focus on Cost
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All the examined high-flying firms place great emagls on maintaining low production
costs, and consequently keeping their total prtescompetitive level:
Cost is very critical because we have to compete with cheap copies made in
various parts of the world... (TestCo)

The idea of Six-Sigma was imperative because wetdaxdver our customers’
demand for better, cheaper products. (HeaTCo)
Although we don’t focus on keeping the costs dewengive serious considerations

so that the potentials versus the costs are mugihehi (PaCKaGeCo)

Yet none of these companies claim to be the casleles in their industries and only six
monitor closely their costs in every step of thaperations (CraVatCo, CeRAmMCo,
PaCKaGeCo, TestCo, HeaTCo and RoadCo). These sixmainly manufacturing
companies that place great emphasis on the produefficiency and therefore, have
invested in automations and sophisticated inforomatechnologies. Some have even
invented novel in-house ways of monitoring and echrey their operational efficiency.
For example, RoadCo has developed information tolgy systems to minimize the
time and labour required to process the inflow dbimation, and so to promptly
address customer orders and requests:

In our business time matters the most.. that is m@son why we were so

successful in the pasOur achievement of this month is a response rat8 of

seconds....to achieve that, our IT department builinéernal system from scratch,

linking all the departments together...and sendingatessary information to the

interested parties, promptly and accurately. (RoadC
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It is noteworthy that although the majority of tbempanies stated that low costs are
desirable, they also claimed that they would nehgmmise on quality for the sake of
lower prices. Consequently, most of them reportadifig higher prices than their
counterparts in their industry, while attributinieir success to the superior quality of
their products/services:
Quality for us is very important. We are not thee@pest. In fact if you put our
competitors at the same table, 9 times after 1@wilebe the most expensive. But
fortunately there are enough people out there wiilb want to buy a quality
product. (TestCo)
In terms of prices, we try to keep them as lowassible but you get what you pay
for. It is a very competitive market but | wouldt peopardize the quality of the

products for the sake of price. (PumpCo)

Strategic Theme 2: Focus on Differentiation

Innovation

Along with the focus on costs and efficiency, 13mf simultaneously pursue
differentiation via product/service or process waion strategy. Five (HeaTCo,
LABCo, CraVatCo, PaCKaGeCo and TestCo — all marufamy companies and
amongst the largest in the samiile focus heavily on both product and process
innovations. The manufacturers devote a substgmiaentage of their annual revenues
to constantly improving their production procesaad to implementing new product-
development ideas. Most of the times, these a@sviaire mutually supportive: new
products generate the need for new processes, mdweorocesses provide insights into,

or prospects for new products:

14 HeaTCo is the largest company among the 25, with2f2dlion turnover for 2005
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Continuously changing business is absolutely esddot the company’s success.
(TestCo)

We always try not to make a product which is simibaanother product which is
already in the market. So it always has to be iatige, because the cost of our

products in the market is very high. (LABCo0)

It is noteworthy that HeaTCo and CraVatCo, admistpdistress; they had both
undergone a complete turnaround just before themmel period; this included
substantial changes in operations. The operatideatures that had innovated
throughout the years in each company included neshmery, automated production
processes, customized control and reporting systeased on the Lean or Six-Sigma
manufacturing principles, and new information tembgy and communication systems.
While the above manufacturers concentrate both rapraving their production
processes and on constantly introducing new protilnes, FRoZeNCo and RoadCo
concentrate mainly on process innovations in aengit to constantly enhance their
operational efficiency and the overall quality loéir services:
We are very bent on finding solutions to problem&wen creating new ways of

working...we used technology to solve our problent la@come more tailor-

made to our needs and that helped a lot in devetppur business. (FRoZeNCo)

In contrast, BeautyCo, PumpCo, CeRAMCo, MetalLCo BagelLCo innovate only on
an ad hoc basis, when customers present speciatgetgnts that cannot be satisfied by
the available product lines. For example, CeRAmEocently collaborated with a
university to develop new raw materials for a newge of products. This has been an

initiative based on customers’ special needs.
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The company, although it hasn't got its own R&D at@pent, has lately
collaborated with a university in order to producew raw materials for its
products. It is a new initiative based on the prsithat the company knows
exactly what its customers need and want, and wigheroduce specific products

that answer to their requirements (CeRAmMCo)

Marketing

Marketing differentiation is not a very common &gy among the examined over-
performers. The majority prefer indirect marketiagtivities, focusing on personal
relationships and word of mouth rather than on gtmeg and direct promotion via TV,
radio or the press. More specifically, 15 out af ##0 firms in our sample reported non-
existent or very low marketing activities, usualiyected towards the existing customer
database. Most of these companies used either shés team or the internet to
maintain close contact with their customers andkdep them informed about new

products and services.

Only five companies in our sample exhibited spediicus on marketing differentiation:
three are manufacturers (HeaTCo, CraVatCo, and LABGne a service company
(TraveLCo) and the other a UK distributor for theogucts of a parent company
(BeautyCo). All have well organized marketing deymeents, occupied by specialists in
marketing, and annual budgets to cover all therketang expenses. Yet, even for these
firms, the most important part of their marketinglipy remains the personal

relationship with existing customers.

Strategic Theme 3:  Focus on Customization
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Product Customization

The majority of the over-performers examined (18esa also pursue some form of
product-/service-customization strategy. More dpealy, eight firms offer complete
solutions customized to their customers by workiegy closely with them in order to
clearly identify their needs and to produce thedpats or services that best fit these.
Among them, three are service companies (Motor@aydL.Co, and FRoZeNCo) and
five are manufacturers (CeRAmMCo, PaCKaGeCo, TestHea,TCo and LABCO); the
latter have been equipped with parameterized autmmsystems, allowing them to
effectively alter their product lines accordinge criteria set by their customers. There
are also five more firms (LatinCo, BageLCo, MeTal.@@tSuRCo and PumpCo) that,
despite trading more standardized products andicestvalso provide incremental
alterations or complementary services and produtten needed in order to better
accommodate customer needs.

Most of our customers are looking to book a holidalyich will be a pleasant
experience for them. But that doesn’t always méan they know what they want
and we try to understand what they really want anavide them with the best deal
they can have...This is our added value (TraveLCo)

By providing unique solutions to our customerdptamade to their needs, we have
achieved a sustainable growth during the years. teto satisfy their needs,

substantiate everything we say and stay accountédieTalCo)

The remaining firms, which provided no evidencepadduct customization, operate in
retail industries (such as food, beauty, insuraacel power), and trade highly

standardized products.
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Market Customization (Market-Niche Strategy)
With respect to market focus, most companies insaumple address the entire market
rather than specific segments of it, mainly in #@®rapt to avoid the risk of over-
reliance on a narrowly defined market or on veny fmistomers. There are only five
firms specializing in highly distinctive market hes: LatinCo, BageLCo, AssetCo,
PowerCo and FRoZeNCo. More specifically, LatinCoaentrates on very specific
foreign markets such as Latin America and SouthcAfrwhere their rivals have little
market access due to communication and regulabstaoles:
When | created the company there was a gap in dr&et) where the service was
provided by the brokers. There wasn't any pers@eavice... and because of that

they haven't been so successful. | bridge that géih good service, good

relationships and good prices.

BageLCo concentrates on producing mainly bagelserahan operating in the snack
food industry overall; that segment of the marketfairly new in the UK, has the least
competition, and enjoys increasing demand. FRoZeh#3oidentified the market niche
where its products could best be appreciated:

Very early, | felt that the kind of products | waslling as well as the more

specialized range of frozen foods required dematistr to be sold. And that is

what | did... So | define my market fairly carefullFroZeNCo)

AssetCo concentrates on the asset management Béisomnpanies in both domestic

and foreign markets: a market that their bigger petitors consider too risky.

Specializing in smaller companies is our differattin and we find it very
rewarding... in that area you get the less perfectkets and so we can identify

and exploit market imperfection.
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PlanTCo is highly locally segmented due to the meati its business, whereas PowerCo
— focusing on an almost uncharted market — was flmmbeginning able to capture a
large part of its market share, which has beemnatiesince.
At the time we began there were only 50 possildéoouers because in order to be
allowed to trade in these wholesale markets, ineortb be a generator or a

customer supplier, you have to have a licence.atWimat meant was that there

was a relatively small market. (PowerCo)

Strategic Theme 4: Focus on I nternationalization

The majority of the over-performers examined hattke linternational exposure. Apart
from three companies that generate more than 75%eofturnover on the international
arena (LatinCo, TestCo, and LABCo), the remainiogipanies either do not export at

all or at very low levels (see Table 6).

Different factors led the three international comipa in that direction. LatinCo focused
on the market niches of Latin America and Southicafrbecause it identified

exceptional opportunities for expansion and limiteainpetitive rivalry from their

domestic counterparts. On the other hand, Test@&tedtexporting after the collapse of
the textile industry — which severely affected manfiyts customers and disrupted the
demand levels for its products — to compensatettier lost market share. Finally,
LABCo generates only 25% of its total turnover lme tUK market, while the rest is

spread between the US and Europe. The companyisia@eon internationalization is
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closely linked to its expansive strategic plans,exglas diversification into various

markets is its defence strategy against potenti@h@mic crisis in a single market.

A unique case is CraVatCo, which — despite gemeggtist 10% of its total turnover
abroad — produces 90% of its products in China. fibe was driven to heavy

outsourcing due to the saturation of the UK’'s ddmesextile market and the

consequent deflation of prices. The other firmsorega few or no exporting activities
mainly due to the high costs of transportation, petition in the foreign market or

market unfamiliarity. It is worth mentioning thatl ahe firms exhibiting some

international exposure not only expressed theentibn to increase this in future, but
also provided plans for potential collaborationshat direction.

We currently focus on the UK environment but onae lvave reached the

saturation point then we will go overseas (BagelLCo)

Discussion

This paper offers a critical analysis of the syae employed by established SMEs that
manage to thrive within the context of decliningdustries. The phenomenon of
achieving high-growth in an adverse market envirentias received some attention in
the past but has produced mixed interpretations.asady indicated though, the
current economic climate adds significant urgermyuhderstanding how companies
through the strategies they adopt can thrive emesuch difficult market conditions.
Building on established theories of small-firm gtbwand strategic-management
research, this study provides empirical evidenceichvhcontributes to this

underdeveloped subset of the strategy literature.
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Acknowledging the limited past research on thisnameenon, we have adopted an
inductive case-analysis approach and focused ofotinkey strategic themes identified
through the data analysis: focus on cost, difféaéoh, customization, and
internationalization. It has long been indicatedlt th well specified strategy is pertinent
to achieve a competitive advantage (Porter, 198Q. analysis shows that a single
strategy appears not enough to beat a decliningkeh&or long, corroborating Miles
and Snow speculations that a rich mix of competistrategies is prerequisite to long
term growth (Miles et al., 1993, Miles et al., 197Bast studies have provided some
empirical support for the prevalence of multi-dirsiemal or ‘hybrid’ strategies against
single, generic strategies (Spanos, 2004), but shusly helps inform the strategic
management literature by confirming the prevaleotenixed strategies in declining

environments.

Indeed, it is easily distilled from figures 1, 2da8 that SMEs in declining industries
achieve high growth by concurrently pursuing miudtipstrategic combinations.

Interestingly, while these strategic choices aghlyi influenced by the sector and the
size of the firm, certain common patterns are btleagvealed. It appears that the
prevailing strategic combination among the inveggd high over-performing firms is

the simultaneous pursuit of differentiation via enation and some form of product-
customization strategy. Meanwhile almost all comgsmmaintain costs at the lowest
possible level. These findings corroborate our @ggions that irrespective of sector-
specific characteristics certain strategies catebéicilitate high-growth during periods

of economic distress.
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In particular, we observe that most of the examiniggh-growth firms focus on some
type of product, process or service innovation. Tpevalence of innovative
(entrepreneurial) strategies among the high-graethpanies is not surprising in itself:
such strategies have generally been found to leaslitstanding performance (Covin
and Miles, 2007, Durand and Coeurderoy, 2001, Hamasel Hamilton, 2011). Yet in
long-term declining industries, where resources st@ce and competition is high,
these strategies seem to triumph over the moreecaamtsve ones. As Hansen and
Hamilton report (2011), one factor that differetégasmall growers from non-growers
Is their attitude towards exploiting opportunities their environment. This study
corroborates the above and expands the firm-grawgnature by providing new
empirical evidence to support the prevalence afepnéneurial strategies in consistently
declining markets. Only a small number of studiasenexplored firm growth during
economic downturns. They also indicated that sucdtegies can help companies to
effectively adapt to the changes in their environteeand allow them to make a quick
recovery afterwards (Covin and Slevin, 1989, Gdaraskl Gregg, 1997). The evidence

was however not strong and our study helps to brils gap.

In addition, most high growers further pursue adpiat-/service-customization strategy.
Their owners admitted that such a strategy endbbss to maintain close contact with
their customers and to first address new marketdfelndeed, as smaller firms are
closer to the customer, they can attain a bettdetstanding of their needs, adapt their
products/services accordingly, and achieve theityue¢quired (Nooteboom, 1994,
Pelham, 2000). Therefore, by offering highly inniwa and at the same time

customised and unique solutions, smaller firms ‘sarccessfully compete with well-
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established incumbents.... avoid price competitiomreate new demand and, thus,

facilitate firm growth” (Rosenbusch et al., 201244

None of our firms are cost leaders. This is as swthsurprising and well documented
in the literature, as small firms lack the scalexploit economies (Miller and Toulouse,
1986, Baum et al., 2001). Nonetheless, they adlss&d the importance of a low-cost
strategy; they provided evidence of cost contrateys, and all avoided price wars
with their competitors. They preferred building apreputation for providing better

quality rather than better prices. These findingsoad with previous empirical studies
supporting the importance of low-cost strategiesespective of the core strategies
employed (Olson et al., 2005). Thus, we confirm andch the literature by showing

that innovative and highly tailored strategies @eginent for the success of a small firm

in adverse conditions, conditional upon being aquamed by low-cost tactics.

Marketing-differentiation strategies however, seenbe generally disregarded by our
sample firms. In particular, several of the higbwgth owners avoided traditional
marketing strategies due to the required investraadtlimited short term benefit. The
only firms that did place emphasis on these stiasegere among the largest in our
sample, indicating the need for substantial finansupport for such activities. The
above corroborate past findings showing a genesakgard among small-business
owners for traditional marketing tactics (Jones Roavley, 2011). Whether this attitude
is based on small-business owners’ lack of margegkills (Hogarth-Scott et al., 1996)
or the poor fit of traditional marketing strategies smaller firms, is an issue that still
needs to be resolved. The bottom line is that sungiin adverse environments is

largely dependent on maintaining a healthy baldretereen revenue and expenditures,
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albeit sacrificing specific strategies in the pmxelnstead, tactics that are more
“responsive and reactive to competitiofeven] opportunistic in nature” (Jones and
Rowley, 2011: 27), such as word of mouth, use efititernet, and networking, are

adopted (Stokes and Wilson, 2006).

Similarly, and despite the popular notion that dendirms tend to perform better when
they focus on specific segments of the market orketaniches (Mosakowski, 1993,
Durand and Coeurderoy, 2001, Pelham, 2000, Powerglahn, 2004), only five of our
over-performers followed this strategy. The majowtf the examined high growers
targeted the entire market quite aggressively, @iided the turbulence of the market
to their benefit in order to increase their matedre:

...we targeted all the customers that we alreadyth&ds/ery aggressively. Clearly

we targeted the competition, we tried to understescit they were good at and

what they were bad at and we just tried to be béitiien them. (CraVatCo)

The above findings contrast with those in the distadd literature and provide new
evidence of the aptness of market-niche stratdagielfferent contexts. The safety net
provided by serving market-niche segments is neuféicient remedy for success in
shrinking markets. On the contrary, as admittedsbyeral high-growth owners, the
risks of over-dependence on a narrowly defined etaske substantial. Such a narrow
focus during declining periods has been attributethe demise of small firms (Birley

and Westhead, 1990, Baum et al., 2001).

Finally, the majority of our over-performers alsported minor international exposure

due to size limitations, unfamiliarity with the &gn markets, and other internal or
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external barriers (Leonidou, 2004). Therefore, majsthe high-growth SMEs studied
exhibited a determination to aggressively confringir declining environment and to
grow domestically. This finding challenges the gahe perception that
internationalization provides a definite escapehpfatr firms in saturated domestic
markets (Miesenbock, 1988, Hsu and Pereira, 2008).

Limitations and Future Research

As in all cases, this study comes with certaintitions. The main limitation is its four
year timeframe which may raise concerns about fheciic idiosyncratic market
conditions and hence, the generalizability of tlesuits. Nevertheless, there is no
particular basis for claiming that the specificeiirame exhibited unique characteristics.
Even though it proceeded the 2008-2009 recessio®, contemporary economic
condition in the UK was in general positive andsgrging no early indication of the
recession that would follow. Still a longer timefra could further validate our findings
and provide the foundations for theory buildinguard high-growth sustainability. Such
a research focus can also provide us with a bettelerstanding of whether the
identified here strategic combinations work notyoinl negative environments but also

in growing ones.

In addition, and although we are convinced thatsgy is pertinent to firm success and
growth, we are cognisant to the influence of battesdipity and luck. Unfortunately, it

is not possible in this study to identify the powlen strategy takes over and either
overrule the effects of serendipity or strengthesaa that serendipity cannot positively
control them. To address this issue a longitudioahparative work is required between

a sample of growers and non-growers at two diffigpemts in time. Such a study could
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identify whether certain strategies are indeedddlame for differences between the

two groups and how much luck is affecting/modeuatimeir overall impact.

Finally, since the study focused on identifying tm®st successful strategies in a
declining context, it is difficult to explicitly éxbit that the strategies adopted were in
fact intended. However, it has been strongly suggothat to continuously grow it is
pertinent to have a specific strategy informing ryagtions (Westhead and Wright,
2011). As a matter of fact, from a careful examorabf the interview data, case studies
and the supporting material, one can reasonablyatethat the adopted strategies in
most of the examined cases were indeed delibdratee case of LABCo for example,
the strategies pursued (constant innovative salstitailor made to the customer needs)
required a considerable amount of commitment astz@able, long term investment,
which can only be seen as intended rather thanomanahd haphazard. Still future
research focusing on the intended and implemertategies under adverse conditions

could further inform our assumptions.

Conclusions

In this paper, we argue that an adverse environmbatld not necessarily have a
negative impact on firm growth. This is a particlyaimportant topic nowadays,

equally attracting the interest of academics, mupblicy makers and the government.
In particular, we show that even the smallest fircasm find ways to alleviate the
negative effects associated with a declining emwirent and grow irrespectively. We

show that the notion that one strategy alone isighdo help small firms grow during
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turbulent times is not sufficient but rather a camaltion of different strategies that best

exploits their competitive resources might provaédeetter defence in the turmoil.

Take, for example CraVatCo, a manufacturer and egadér operating in the clothing
industry: an industry that has been in decline faore than a decade due to the
increased Asian competition. In light of the shimgkmarket shares, CraVatCo adopted
a cost efficiency strategy, naturally dictated g tompetitive forces in its industry, but
— more importantly — focused on constantly difféieimg itself from the competition
through both design innovations and aggressive atiak activities -- strategies that
have been proven to prevail in the UK clothing isiiy (Chell and Haworth, 1992).
Today, CraVatCo is placed among the leaders oftJtianarkets, while other clothing

manufacturers have perished in the process.

Finally, a rather unexpected outcome of this strelgtes to the role of the managers
when strategizing against adverse conditions.dinsethat the way a manager views the
adverse environment can significantly alleviate aegative effect associated with it.
Indeed, most of the managers we interviewed — wdglenowledging the drawbacks of
operating in a declining industry — claimed nob®intimidated by it. Unsurprising for
entrepreneurs, they chose to view such an envirohagea challenge and a source of
numerous unexploited opportunities. They denied d¢beventional wisdom that in
declining environments one should retrench and d@en and embraced
competitiveness, proactiveness, and aggressive taecs. This is further portrayed by
the low popularity among the high-growers of therke&niche strategy and the
unexpected prevalence of rather aggressive highstrategies, such as innovation and

product development.
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Tables & Figures

Table 1:  Growth Patterns of Sample Population

Growing Sectors Declining Sectors Total
Sectors 334 180 514
Growing Firms 6,786 1,819 8,605
Consistent 4 year growth 3,538 422 3,960
Declining Firms 3,503 1,375 4,878
Number of Firms 10,289 3,194 13,483

Note:

1. The study is based on the FAME database of BuraauDijk Electronic Publishing, which provides
annually updated information for firms registeredtiie UK, operating among 514 4-digit Standard
Industrial Classification (SIC4) sectors. A sample71,750 firms of all sizes during 2002-2005
period was used to calculate the industry growtissra

2. Industry growth Y4= (Turnover per sector Y4 - Tuaoper sector Y1) / Turnover per sector Y1.

Table 2:  Sample Overview

Company SIC4 Age* No of Sales Firm Industry  Divergence Pr. BT**
Alias Empl. (E000) Growth Growth rate (£ 000)

Y4 Yl—Y4 Yl—Y4 Y4 Y4
HeaTCo 3410 100+ 175 20,470  133.32% -6.49% 139.81% 168
FoodCo 5139 56 152 19,250 41.53% -17.01% 58.54% 703
FRozenCo 5139 22 80 18,800 124.37% -17.01% 141.38% 220
LABCo 2441 13 75 10,740 1145.59% -30.15% 1175.74% ,883
CeRAmMCo 2625 22 240 9,580 53.06% -11.99% 65.05% 2422
PaCKaGeCo 2121 18 70 9,430 53.44% -4.41% 57.85% 121
CraVatCo 1822 100+ 72 8,910 88.16% -13.38% 101.53% 13
TraveLCo 9262 32 38 8,380 62.63% -0.558% 63.21% 207
BagelLCo 5552 11 218 7,130 54.44% -1.18% 55.62% -321
TestCo 2954 100+ 80 6,540 2.24% -56.05% 58.29% 83
RoadCo 6720 9 115 5980 218.53% -25.06% 243.59% 326
PlanTCo 4550 14 100 5,250 50.43% 2.77% 53.20% 222
PowerCo 3120 8 15 3,080  498.25% -37.63% 535.88% 391
MotorCo 5040 24 15 2,980 35.60% -29.41% 65.01% 139
BeautyCo 1589 29 249 2,230 48.03% -5.87% 53.90% 325
AssetCo 6523 45 17 2,010 89.58% -26.89% 116.47% 319
LatinCo 6720 8 13 1,980 1421.03% -25.06% 1446.09% 036l
PumpCo 2953 11 30 1,540 78.39% -9.91% 88.30% 145
InNSuRCo 6601 7 38 1,430 184.83% -6.59% 191.42% 16
Metal.Co 2942 28 10 1,410 36.26% -17.77% 54.03% 65

Note: The company names have been modified to seheir anonymity. For the same purpose the sales
and profits before taxes of,Yhave been rounded to the thousand. The companies leen
ranked in descending order according to their tvengize.

* Measured in number of years
** Profit Before Taxes
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Table 3: First-Order Characteristics

Focus on cost efficiency, e.g. focus on low promuctosts, cost monitoring A
system

Low pricing strategandstable price B
Premium pricing strategy C
Focus on core technologies/services D
Innovation priority, e.g. focus on developing neregucts / services or processes, E

research and development teams

Ad hoc innovative strategy, typically following stomer initiatives F

Focus on market expansion, e.g. expanding theirdtmmarkets, entering new G
international markets

Focus on the domestic market H

Focus on market penetration, e.g. focus on a speaifyet market (niche) and I
standardized products

Focus on product/service quality J

Focus on product/services customization K
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Table 4: Company Classification Analysis accordingo the First Order Codes - Use of

the Interview Statements and Supplementary Data

Company Data Extraction First-Order Codes
Name A B C D E F G J K
HeaTCo Interview v v v v v v v
Archival Data v v v v
Observation v v v v
FoodCo Interview v v v v
Archival Data
Observation v
FroZeNCo Interview v v v v v v
Archival Data v
Observation v v v v
LABCo Interview v v v v v v
Archival Data v v v v
Observation v v v
CeRAmMCo Interview v v v v v v v
Archival Data v v
Observation v v
PaCKaGeCo Interview v v v v v v v
Archival Data v v
Observation v v v
CraVatCo Interview v v v v v v v
Archival Data v v v
Observation v
TravelLCo Interview v v v v v
Archival Data
Observation v v
BageLCo Interview v v v v v v
Archival Data v v
Observation v v
TestCo Interview v v v v v v
Archival Data v v v v
Observation v
RoadCo Interview v v v v
Archival Data v
Observation v v
PlanTCo Interview v v v v
Archival Data
Observation v
PowerCo Interview v v v v
Archival Data
Observation
MotorCo Interview v v v v v
Archival Data v
Observation** v
BeautyCo Interview v v v v v
Archival Data v v
Observation v v
AssetCo Interview v v v v v

Archival Data
Observation

15 Provided both low-cost product lines outsource@lina and premium lines produced in the UK.
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Company Data Extraction First-Order Codes
Name A B C D E F G H | J K
LatinCo Interview v v v v v v
Archival Data v
Observation v
PumpCo Interview v v v v v v v v
Archival Data v
Observation v v
INSuRCo Interview v v v v
Archival Data
Observation
MetaLCo Interview v v v v v v v v
Archival Data v
Observation v v

Archival data include all other documents such esfléts, online data, financial data, contracts,
quality awards etc.

Observations on the day of the interview (tour arbthe premises and the production facilities,
short discussions with other employees, etc.)

Note: Further details on the data from each socmoebe provided by the authors upon request

Table 5: Sample of Perceptions on Marketing Differatiation by the examined firms

Company Code Interview Quotes
Name
HeaTCo We do have an organized sales department which &eegtant contact with all our

LABCo

FRozeNCo

PaCKageCo

TraveLCo

customers; We run a customer satisfaction surveyyeyear...we ask them annually
about the same topics and try to improve accordmthe information they give us. PR
however, is the most important element of our margestrategy

We have got a very small marketing department. Aldot of our business comes
through now from our website, which we constandlyalop and change. Generally we
tend to send our customers info for products thatspecifically interested in

We have never been strong in direct marketing. &tat of our growth has come from
word of mouth. It is a lot of networking that isigg on.

Doing the right PR on the other hand, which thisvisat we are embarking right now,
with a press release on all of our subjects in wabsite, can help develop a reputation
and does bring calls.

And of course the internet is also helpful in thegpect because it allows somebody to
discover what we are doing.

The focus of our marketing has been the produatibbrochures which are mostly
reminders of our existence. They are not simplehuees, but they look like books —
some of our customers use them to decorate thffieectables — they are better than
many other travel brochures.
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Table 6: Internationalization Exposure of the exanmed firms

Company Code SIC4 Domestic Exports
Name Sales (%)
HeaTCo 3410 50-60% 40-50%
FooDCo 5139 99% 1%
FRozZeNCo 5139 99% 1%
LABCo 2441 25% 75%
CeRAMCo 2625 70% 30%
PaCKaGeCo 2121 94% 6%
CraVatCo 1822 90% 10%
TravelLCo 9262 90% 10%
BageLCo 5552 100% 0%
TestCo 2954 100% 90%
RoadCo 6720 97% 3%
PlanTCo 4550 100% 0%
PowerCo 3120 75% 25%
MotorCo 5040 100% 0%
BeautyCo 1589 90% 10%
AssetCo 6523 70-78% 22-30%
LatinCo 6720 0% 100%
PumpCo 2953 85% 15%
INSuRCo 6601 97-99% 1-3%
MetalLCo 2942 100% 0%
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Figure 1:

and Cost-Focus Strategies
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Figure 2:  Firm Cluster according to the StrategiesEmployed — Differentiation

and Product-Customisation Strategies
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Figure 3: Firm Cluster according to the StrategiesEmployed — Differentiation,

Service

Product-Customisation, Cost-Focus and Internationakation Strategies
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The upper-left quartile includes all compamnithat simultaneously pursue some type of
differentiation-focus strategy and product-custatien strategy, are internationally oriented
and place great emphasis on cost efficiencies. upiper-right quartile includes all companies
that simultaneously pursue some type of differéintiafocus, product-customisation strategy,
and are internationally oriented, but place litdenphasis on cost efficiencies.

The lower-left quartile includes all companies tthaimultaneously pursue some type
differentiation-focus and product-customisation at#gy, place great emphasis on cost
efficiencies and focus on very specific segmeitaén) of the domestic or international market
The lower-right quartile includes all companies thsimultaneously pursue some type of
differentiation-focus and product-customisation attgy, place little emphasis on cost
efficiencies, and focus on very specific segmenthé€s) of the domestic or international market
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