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THINKING ABOUT GROWTH: A COGNITIVE MAPPING
APPROACH TO UNDERSTANDING SMALL BUSINESS
DEVELOPMENT

Mark Jenkins, Centre for Strategic Management and Organisational Change,
Cranfield School of Management.

The Importance of the Smali Business

In the United States research undertaken by Birch (1979) produced the notable
finding that firms employing fewer than 20 employees accounted for 66% of all net
new jobs in the U.S. between 1969 and 1976. The publication of this study
combined with the development of the UK "enterprise culture” (Kirby & Mullen,
1991) led to an impetus for further research in the UK which has been well
chronicled by Curran (1986).

Birch's findings have, to a certain extent, been replicated in the UK with Doyle
& Gallagher (1986) noting that approximately one million jobs were created through
small firms and self employment from 1982 to 1984. In a European context Storey
& Johnson's review of the European research on job generation (Storey & Johnson,
1987a) noted thaty with only one exception, in every member state small firms
experienced positive employment growth, whereas larger firms suffered a loss of
employment.The high profile given to the work of Birch (1979) in the US, the UK
and European research findings, the existence of specific cases such as the success
of small business manufacturing in Japan has led to a widely held view that small
businesses are an essential element in a nation's economic engine, particularly in
terms of generating employment and therefore of major importance in reducing
unemployment.

However, there are those who view this perspective as over general, simplistic
and potentially misleading. Storey and others (Storey et al, 1987; Storey &
Johnson, 1987a; 1987b; Westhead, 1988; Turok, 1991) have advocated a change in
emphasis from the small business per se, to the fast growth small business. The
reason for this disenchantment with the current emphasis on the totality of small
businesses is the frequently supported finding, that very few small businesses
actually contribute to this growth phenomena. Doyle & Gallagher's two year study
(1986) found that only 0.02% of firms created 45% of new jobs, Storey & Johnson
(1987b) in a regional study attributed a 47% increase in new jobs to 6% of the
businesses studied. The implication being that it is only a small fraction of small
businesses which actually generate growth and therefore it is these businesses which
should be the focus of support rather than all small businesses.

This perspective has encouraged a number of research studies to attempt to
explain why some firms grow and others do not. Whilst a number of defining
characteristics have been identified (Storey er al, 1988, Turok, 1991) these still do
not provide a clear explanation of the differences between fast growth and non
growth in the early stages of a businesses life. Critics of such work (notably the
Department of Employment) consider that current small business policy (criticism
of which has been a focus of Storey's work), whilst being non selective in design is
self selecting in application, as fast growth firms are more likely to obtain advice
and seek support (Hakim, 1989).



Whereas this may be a valid argument from the perspective of implementing
policy, the fact remains that our understanding of why some small firms grow and
others do not is incomplete. It is also clear that despite such questions over the
importance of the small business sector, this sector, and in particular the fast growth
businesses within it, play a major role in the employment, economic and social
aspects of national life:

"Nevertheless small firms in most developed countries provide more
than one-quarter of employment in the manufacturing sector and in
some case more than half the employment in the service sector. "

Storey & Johnson (1987a: 34)

The Importance of the Small Business Owner/Manager

In order to explore the broad question; why do certain small businesses grow
fast whilst others remain at a constant size, it 1s necessary to examine alternative
perspectives for understanding organisational behaviour.

Such perspectives can be represented on the deterministic / voluntaristic
construct (Astley & Van de Ven, 1983) for positioning organisational research. The
deterministic orientation would position the organisation as the dependent variable,
its growth 1s determined by a series of independent variables representing the
business environment. Hannan & Freeman (1989) have termed such a view as
organisational ecology comparing the evolution of the organisation with that of the
organism. i.e. a Darwinian perspective on organisational development. This
perspective is taken to a further extreme by the stochastic perspective as outlined by
Kumar (1984) which sees organisational growth as a random process distributed
amongst firms by chance or luck rather than identifiable independent variables. At
this position on Astley & Van de Ven's framework the individual owner/managers
are helpless passengers attempting to respond to the forces around them. Growth is
created by circumstances outside the business rather than individual decisions and
actions made within the business.

In contrast the voluntaristic orientation focuses on the motivations and abilities
of the managers in creating the strategic pathway for the business. This is
exemplified in the visionary perspective (Westley & Mintzberg, 1989), where a
vision of the future state of the organisation is primarily associated with a dominant
individual. It is therefore the clarity and conviction with which the vision is
communicated and pursued which 1s the primary factor in explaining organisational
strategy. Whilst this construct is a simplification of the multiple perspectives for
understanding an organisation's strategy (see Bailey & Johnson, 1992, for a more
complete discussion), it does illustrate the potential diversity of possible
explanations as to why some businesses grow and others do not.

The question which is now addressed is whether one pole of Astley & Van de
Ven's construct 1S more appropriate than the other for understanding the issue of
small business growth. Both orientations have been employed by researchers
working in the area of small businesses.

The deterministic orientation has identified many explanatory variables such as
the geographic and economic environment (Cooper, 1982; Reynolds, 1986; Stuart
& Abetti, 1986; Sandburg & Hofer, 1987). Whilst such research has made a useful
contribution it has largely been unable to explain micro-level variations such as the
growth / non growth effect (Davidsson, 1991).
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The voluntaristic orientation, however, appears to hold more promise. A
continuing theme in the literature on organisational growth is the limiting effect of
managerial abilities on the development of the business, referred to by Penrose
(1959) as the managenal limit. At this point the complexity and scale of the
business has pushed the owner/manager's abilities to the limit, this has very real
implications for the small business:

"..the concept of bounded entrepreneurial expertise implies that
knowledge is possessed in insufficient depth and inadequate breadth
to sustain the optimal rate of expansion, and that the maximum
position the small firm can attain is always constrained. "

McGuire (1976: 122)

As noted by McGuire (1976) growth in the small business can be viewed as a
function of the managerial expertise within the business and is therefore accelerated
by self education and the use of external and internal experts. This theme of self
development and learning in the context of growth has been amplified by many
authors in the area of small business (McKenna & Oritt, 1981; Jovanovic, 1982;
Davidsson, 1991; Kirby & Mullen, 1991). Whilst there have to be deterministic
factors which will ultimately influence the actual growth of the firm, the
voluntaristic orientation provides a perspective for explaining the intended growth
of the firm. It is therefore the voluntaristic perspective which dominates much of
the current work in the small business area largely because of the central role which
the owner manager plays in the direction of the business:

"The importance of the owner-manager in the small business cannot
be over emphasised. Because of his or her central function a greater
comprehension of the role of the owner manager will enhance the
understanding of the small business itself. "

(d'Amboise & Muldowney, 1988: 227)

The position taken is therefore that in order to gain further insights into why a
proportion of small businesses grow and others do not, research needs to gain
further insights into the small business owners themselves.

Current Understanding of the Small Business Owner/Manager

Research focusing on the small business owner/manager has illuminated many
aspects of the individual's characteristics. Stanworth and Gray (1991) have
identified a number of themes in research which focuses on the owner/manager;
psychological or personality traits (Butteriss, 1971; Lessner & Knapp, 1974; Begley
& Boyd, 1986; Perry er al, 1988); the need for achievement (McClelland, 1961);
risk taking propensity (Brockhaus, 1980); locus of control (Brockhaus, 1982);
independence (Collins & Moore, 1970); innovation/creativity (Kanter, 1983). These
studies coupled with a wealth of socio-economic data have made the small business

owner/manager one of the most researched individual types in the management
field.



These studies have enabled researchers to identify the more likely characteristics
of small business owner/managers. This has led to the creation of many typologies
which seek to categorise and characterise such individuals (e.g. Smith, 1967;
Storey, 1982; Hornaday, 1990; Chell er al, 1991). Whilst such work is of
undoubted value, there is still no coherent picture as to why some wish to rapidly
expand their business whilst others do not. A common factor to all of these studies
is that they have tended to externally identify reasons as to why particular small
business owner/managers are successful, they have attributed explanation for growth
rather than attempting to establish explanation. There are good reasons for this,
practical issues of access and resource limitation make such approaches highly
attractive, but as with any managerial issue of this sort, such approaches can only
provide a partial explanation.

It 1s proposed, therefore, that research which attempts to reach the underlying
reasons as to why certain small business owner/ managers seek to grow more than
others, will provide a valuable contribution to the existing body of knowledge.

Interpretative Frameworks for Understanding Managers

A body of work has emerged from the strategic management literature which
adopts an interpretive, as opposed to a behavioural, perspective for understanding
decision making within organisations. The stance taken is that, as researchers, we
must understand how managers see the world in order to understand the decisions
which are made. Whilst disciplines such as economics assume an environment
where all managers have access to the same information and interpret such
information in identical ways, interpretive research has turned to disciplines such as
social and cognitive psychology to focus on the very subjectivity which other
disciplines attempt to eliminate. Such research has tended to dispel the myth of the
rational manager, managers often respond to increased environmehtal complexity
with increased simplification (Duhaime & Schwenk, 1985; Schwenk, 1984), they
may also bias, distort or filter stimuli to support their existing belief system
(Barnes, 1984; Walsh, 1988).

A group of approaches and methodologies have been utilised to elicit managers'
interpretative frameworks, these have been broadly termed cognitive maps and have J
been adapted from disciplines such as the political sciences (e. g. Axelrod, 1976),
where detailed analyses have been required of particular individuals or events.
These methodologies have been applied to the area of strategic management as a
means to elicit how strategists see their environments. Such work has tended to
focus on large corporations (Stubbart & Ramaprasad, 1988) and top management
teams (Hurst er al, 1989).

In view of the observations made on the need for interpretive research to explore
the question of small business growth, such mapping techniques allow the
researcher to elicit the reasoning or logic used by managers to make particular
decisions. Whilst being susceptible to the usual issues of validity and reliability such
approaches are able to cast light on new issues hitherto undetected in the literature
(Reger, 1988).

Research Methodology

This paper reports on the elicitation and analysis of two cognitive maps from
contrasting small retail businesses. The intention being to illustrate the value of the
methodology and the issues it raises, rather than to test generalisable hypotheses.
However, for the purpose of providing an example to assess the potential insights
afforded by this methodology, a number of preliminary hypotheses are proposed:



H1: Growth orientated owner/managers will focus their business activity around the
concepts of market share and sales (Storey er al, 1988).

H2: Zero-growth orientated owner/managers will focus their business activity
around the concept of job satisfaction (Storey et al, 1988).

H3: Both growth orientated and zero-growth orientated owner/managers will place
an equal value on profitability in the business (Storey er al, 1988).

H4: That the higher achieving (growth orientated) owner/managers will demonstrate
greater evidence of expert heuristics which will simplify their logic in making
strategic decisions (Simon & Chase, 1973; Carroll, 1980).

Hypotheses H1-H3 are developed from work undertaken in the small business
sector, most notably the regional manufacturing studies conducted by Storey et al,
1988. The final hypothesis draws from research undertaken in the field of cognitive
psychology, indicating that experts develop simplified maps of complex situations.

The mapping approach utilised is causal mapping, this represents individual
logic as a series of concepts connected by positive or negative causal links. There
are many alternative approaches to cognitive mapping (see Huff, 1990, for an
overview), this particular methodology was chosen because of its focus on linking
concepts and thereby representing a cognitive system and also its ability to relate
concrete actions with higher order values which is a theme within the literature on
small business growth (Turok, 1991).

For the purposes of this exercise two businesses were selected on the basis of
their recent growth history, one a small retail business which had recently doubled
1ts number of outlets to two and had aspirations for future expansion. The second, a
larger chain of twelve outlets which had recently closed an outlet and saw no future
in further growth. Both respondents were the managing directors of the businesses
who also held a major stake in the business. The first was a partnered founder and
the second was the son of the founder.

For the purpose of this illustrative analysis it is assumed that one respondent is
growth oriented and the other is not. Whilst such an assumption is dependent on
how we define growth, and is open to the earlier criticism that research has tended
to attribute rather than explain growth oriented behaviour, the assumption is made
to illustrate the research approach rather than produce research findings.

The two maps were elicited by means of a personal interview with the
respondents. The interviews followed a strict protocol, the interview was framed as
a discussion on their view of running their business and a series of concepts derived
from exploratory interviews were presented to the respondent to begin the dialogue,
the laddering technique was then used to develop the map (Reynolds & Gutman,
1988), laddering involves responding to issues raised by the interviewee with the
question; "Why is that important to you?" this allows the meaning of the statement
to be defined by the effects the respondent believes it will have. Both the interviews
were taped and lasted between 45 and 60 minutes, they were then fully transcribed.



In order to achieve an acceptable level of reliability, the transcripts were
appraised by a team of four coders to identify the concepts used in the maps and
their causal interaction with other concepts. Following the coding exercise the
causal maps were constructed by utilising concepts which had a 75% level of
agreement (or greater) between the coders and causal links which had a 50% or

higher level of agreement. Whilst agreement levels are not 100%, as this would
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remove a major degree of the insight provided by the maps, this does provide a

framework for ensuring that the researcher's own subjectivity is not systematically
distorting the data.
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Analysis of the Maps

Analysis of the maps was undertaken using Graphics COPE, a software package
designed to aid managerial problem solving through the construction of causal
maps. The analysis is presented in two parts, the first will discuss the content of the
maps in relation to the test hypotheses H1-H3. The second part is a structural
analysis of the maps which makes no reference to content, but focuses on the nodes
(concept locations) and the links between them, this part will deal with an
assessment of the final test hypothesis (H4).

Content Analysis

Whilst there is overlap in the content of the two maps (Appendix 1), there are
also some notable differences. In order to make the analysis of content more
meaningful, a number of analyses can be undertaken. The first is the identification
of "heads", heads are the final nodes in a causal chain and are also described as end
points or values (Gutman, 1982). In comparing the two maps Respondent A's map
contained three heads; Promote the business, Enhance profitability and Retain
customers, in contrast Respondent B's map identified 13 heads which included value
orientated statements such as; Secure future, Maintain control, No ambition to be
big etc.

The analysis package also allows the identification of nodes which are central to
the map, in that they are linked to many other nodes, either directly or indirectly.
The centrality analysis calculates the number of direct and indirect links and scores
the nodes accordingly. For Respondent A the three highest centrality scores were
achieved for the following nodes; Bespoke product, Provides enjoyment and
Promotes the business. Respondent B's map identified three further nodes; Ease of
working life, Reinvest in business and Generate sales.

H1: Growth orientated owner/managers will focus their business activity around the
concepts of market share and sales (Storey er al, 1988).

In this example, both maps include concepts which relate to sales and market
share. Respondent A (growth orientated) identifies concepts such as differentiation
and creating niche markets, Respondent B (zero-growth orientated) offers a
competitor driven rationale, that specialisation takes sales from the supermarkets
(Figure 1), whereas Respondent A's rationales are customer focused. "Generate
Sales" is a highly central concept in Respondent B's map, whereas it has a far less
central position in the map of Respondent A.



take sales
from the
supermarkets

become more
specialised...

Figure 1: Competitively Orientated Concepts for Respondent B (Cluster 3)

H2: Zero-growth orientated owner/managers will focus their business activity
around the concept of job satisfaction (Storey e al, 1988).

Analysis of Respondent B's map (Appendix 1) provides a number of job
satisfaction orientated concepts as illustrated by Figure 2. However it can also be
seen that the concept of provides enjoyment is a highly central concept in
Respondent A's map, the difference between the two may be that the growth
orientated individual (A) interlinks this job satisfaction concept with business issues
such as retaining customers and communicating with staff whereas in the case of
Respondent B it is seen as an end in its own right. In other words, it is not just the
nature of the concept, but its interaction with others which may explain differing
intentions.

note just secure future...
concerned with the
bottom line...
long term
success...
a standard of _g _ business remains /
business ethics... in the family...
short termism...

e

the influence
of accountants...

Figure 2: Job Satisfaction Orientated Concepts for Respondent B (Cluster 9)

H3: Both growth orientated and zero-growth orientated owner/managers will place
an equal value on profitability in the business.



Both respondents utilise profitability as a concept, however the immediate
domain of the profit concept is related to different concepts in the case of each map
(Figures 3 & 4). In the case of Respondent A profitability is clearly a terminal node
in this map and therefore an end in its own right, whereas for Respondent B it is a
means to the ends of reinvestment which ultimately makes life easier for the
respondent. The implication that whilst the concept has importance to both
respondents its meaning, as denoted by its relationship with other nodes is very
different.

enhanced
profitability...
A

™~

sales turnover... > stock turnover...

bespoke products...

. Figure 3: Domain of the Profit concept: Respondent A

profitability... . reinvestment in

A \ / " the budiness...

generate sales...

customers

entering the shop...

Figure 4: Domain of the Profit concept: Respondent B

Structural Analysis

The first point of comparison between the structure of the two maps is their
relative size. Respondent A (growth orientated) produced a map with only 15 nodes,
whereas Respondent B produced a more complex map with 34 nodes, both
interviews lasted a similar length of time and followed the same strict protocol, the
maps of both respondents are shown in Appendix 1. The connectedness of the maps
refers to the intensity of connections within the map. This can be illustrated by the
links to nodes ratio (Eden et al, 1992), once more there was a notable contrast
between the two maps, Respondent A showing a high level of connectedness with a
ratio of 1.6 and Respondent B a low level with a ratio of 0.94, a typical ratio being
between 1.15-1.2 (Eden er al, 1992).

Graphics COPE 1s able to perform a cluster analysis which segments the map
into groups of interconnected nodes. This analysis is based on simple linkage



clustering (Gower & Ross, 1969) and identifies the more "robust" parts of the map
(Eden er al, 1992). On performing the cluster analysis, Respondent A's map
remained in tact, the map 1n its entirety forming one robust cluster. With
Respondent B the map was fragmented into nine separate clusters populated by
between one and eleven nodes. Whilst the total number of nodes (34) would make
Respondent B's map more susceptible to clustering than Respondent A (15 nodes),
none of the clusters elicited from Respondent B were as large as Respondent A's
single cluster.

A further form of structural analysis is the identification of loops within the
structure of the map. The significance of loops is that they provide important
evidence of the dynamic nature of the map with regard to defining strategy (Bougon
& Komocar, 1991). The larger map of Respondent B produced no loops, a single
loop was identified in Respondent A's map which used only two concepts as shown
in Figure §.

provides
enjoyment...
good .
communications to
. staff...

Figure S5: Loop identified for Respondent A

Hd4: That the higher achieving (growth orientated) owner/managers will demonstrate
greater evidence of expert heuristics which will simplify their logic in making
strategic decisions (Simon & Chase, 1973; Carroll, 1980).

The growth orientated entrepreneur (Respondent A) has produced a robust,
highly interconnected map which displays a clear heuristic based around the role of
the "Bespoke products” which this business offers. In contrast the zero-growth
orientated owner/manager has constructed a fragmented and complex map indicating
a divergence, rather than convergence of rationales for operating the business. The
map 1s fragmented into nine clusters, lacking a clear focus as to how the respondent
believes the business should be operated. A summary of the structural analysis is
provided in Table 1.

Respondent A Respondent B
(Growth) (Zero-Growth)
Number of Nodes 15 34
Number of Links 24 32
Links/Nodes Ratio 1.6 0.94
Clusters 1 9
Loops 1 0
Number of heads 3 13

Table 1: Structural Analysis of the Two Maps
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The purpose of the analysis presented has been to illustrate the value of this
research approach rather than to address the hypotheses raised. The indications are
that such an approach can provide new insights into the nature of small business
growth. Our current understanding on the nature or rationales of small business
owner/managers is currently limited. The indications from this study, is that such
maps can illustrate the structure and content of the rationales used to define the
strategies which small businesses follow. Hypothesis generation may therefore be an
invaluable contribution which such a methodology can provide to management
researchers in this area. A tentative hypothesis from this analysis may be to suggest
that growth-orientated or owner/managers elicit tightly constructed maps which
demonstrate a simple heuristic as to how growth should be achieved.

Whilst this study has utilised a relatively labour intensive analysis, this
methodology has many other potential applications in the context of small business
reseach. As a method to elicit the rationales of small business owner/managers, such
an approach can provide a valuable framework for surfacing the underlying
strategies which are held by these individuals. This approach could therefore be
used in an interactive mode to intervene in the strategy development process, this
may be particularly appropriate in the start-up phase of a business, or as a
mechanism for achieving the transition between the various phases of the business
life cycle (Greiner, 1972). Such an exercise would assist in the individual
development of the owner/manager and assist in the wider communication of the
rationales behind the business as more employees are appointed.

From a policy perspective, it may also provide a framework for identifying
those owner-managers with potentially fast growth rationales, many small business
owner-managers will declare a desire for growth, but are their rationales sufficiently
focused to allow them to achieve it? Whilst the debate on picking winners is a
contentious one, such an approach may at least advance our understanding of the
intended growth strategies of small business owner/managers.

It is not being suggested that such an approach provides a comprehensive picture
of the issues involved, but it is able to make a valuable contribution by surfacing,
and thereby making explicit, rationales which are often undetected by the more
accepted methodologies for examining small businesses.
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