ACHIEVING GROWTH - QUALITY OF WORK LIFE AMBIDEXTERITY IN
SMALL FIRMS

Introduction
For small firms, business success is largely dictated by the owner. It is the owner who decides
whether to grow the business or whether to maintain the status quo. Indeed, a key
characteristic of small firms is the omnipresence of the owner (Hill, 2001). Business success
is therefore a subjective concept, based on the owner’s perception of what it means to be
successful (Simpson et al., 2004). Owners may perceive success differently and can regard
themselves as successful even though their success may be evaluated otherwise from an
external perspective. The literature has traditionally defined success in terms of financial
indicators such as growth, profit, or turnover (Davidsson et al., 2009; O’Cass and Sok, 2013).
While achieving financial goals such as business growth is critical for many owners,
empirical findings in the literature suggest that core motivations encompass not only financial
goals but also non-financial goals (Dunkelberg et al., 2013) such as quality of work life (Lee
and Sirgy, 2004).

Business growth and quality of work life are seen in our study as conflicting goals.
Thus, pursuing these goals is akin to ambidexterity*. Growth is conceptualized in this study as
meeting or exceeding expected performance goals such as sales, profit margin, and return on
investment (i.e., Davidsson et al., 2009; O’Cass and Sok, 2013). Quality of work life is
conceptualized as owner satisfaction with a variety of needs through resources, activities, and
outcomes stemming from participation in the workplace (Sirgy et al., 2001). Growth - quality
of work life ambidexterity refers to the owner’s pursuit of both financial outcomes in the form
of growth and non-financial outcomes in the form of quality of work life simultaneously.

Although striving to achieve growth - quality of work life ambidexterity is the primary

! Ambidexterity refers to the simultaneous pursuit of dual, often conflicting strategic goals (Simsek, 2009; Tushman and
O’Reilly, 1996). The decision to pursue a dual emphasis strategy presents challenges and organizational tension as each
strategic goal invariably reflects different philosophies and competes for limited resources (Yu et al., 2013).



purpose of many owners (see also Walker and Brown, 2004; Reijonen and Komppula, 2007),
the literature provides little insight into managing and facilitating the alignment of the growth
and quality of work life. Specifically, no study to-date has explored the mechanisms through
which growth - quality of work life can be achieved.

Marketing research has long suggested that marketing capabilities are key to success
for small firms (e.g., Coviello et al., 2006; Lam and Harker, 2013; O’Cass and Sok, 2013).
Consistent with Coviello et al. (2006), we conceptualize marketing capabilities as a portfolio
of practices (transaction, database, interaction, network, and e-marketing) available to small
firms. While prior work has investigated the role of marketing capabilities in producing
business success, the focus of these studies has mainly been on how to achieve growth.
Relatively fewer studies have examined the factors that can help transform marketing
capabilities to achieve not only growth, but also quality of work life simultaneously. The
purpose of this paper, therefore, is to advance our understanding about the mechanisms that
enhance growth - quality of work life ambidexterity in the context of small service firms.

A central idea of this study is the recognition that owners play a critical role in the
success of a venture (e.g., McCartan-Quinn and Carson, 2003) and that individual attributes
play an important role in driving entrepreneurship-related outcomes (De Clercq et al., 2012;
McMullen and Shepherd, 2006). Such attributes include entrepreneurial self-efficacy
(Bandura, 1977; Chen, Greene and Crick, 1998) and passion for work (Philippe et al., 2010).
These attributes are not unique to entrepreneurs but are common to many individuals,
including owners of small firms (Boyd and Vozikis, 1994). Entrepreneurial self-efficacy,
which refers to the belief that one has the knowledge and skills to organize and execute the
actions required to manage and produce prospective outcomes (Bandura, 1977), has been
identified as the most powerful self-regulatory mechanism affecting entrepreneurial outcomes

(e.g., Zhou et al., 2005). Because efficacy beliefs nourish intrinsic motivation by enhancing



perceptions of self competence (Bandura, 1982; Ryan and Deci, 2000), entrepreneurial self-
efficacy may reflect intrinsic motivation to engage in activities (e.g., marketing). This can
assist in achieving not only financial outcomes such as growth but also non-financial
outcomes such as quality of work life. In addition, passion for work, defined as a strong
desire to engage in certain activities (Philippe et al., 2010), has also been identified as a
possible mediator of marketing capabilities and growth - quality of work life ambidexterity
given its ability to affect entrepreneurial activity (De Clercq et al., 2012; Murnieks et al.,
2012).

We take the view that while marketing capabilities provide the pathway to growth,
entrepreneurial self-efficacy and passion for work are the key mechanisms that can transform
marketing capabilities to achieve growth - quality of work life ambidexterity. Our study aims
to contribute to the literature in two important ways. First, to the best of our knowledge, no
study has measured these effects on dual outcomes reflecting traditional financial indicators
and non-financial indicators. This is surprising given that previous studies have found
business success to be determined by both financial and non-financial outcomes as perceived
by the owner (e.g., Reijonen and Komppula, 2007). Moreover, given that other studies have
broadened marketing outcomes to include social outcomes such as quality of work life (e.g.,
Lee and Sirgy, 2004), the relevance of including both financial and non-financial outcomes
for small business is crucial to providing a more complete understanding of the ambidextrous
nature of business performance.

Second, we show how marketing capabilities can contribute to growth - quality of
work life ambidexterity and how this can be realized through the mediating role of
entrepreneurial self-efficacy and passion for work. Identifying the mechanisms that have the

potential to affect growth - quality of work life ambidexterity is particularly important given



the resource constraints of small firms and the omnipresent role of the owner in determining

the strategic direction (Reijonen and Komppula, 2007).

Theoretical Framework

We begin by discussing and reviewing the literature relating to organizational ambidexterity
and capabilities theory as the theoretical framework before presenting our hypothesis on the
mediating role of entrepreneurial self-efficacy and passion for work (Figure 1). We then
present the empirical research results, followed by a discussion of the findings, limitations

and directions for future research.

Organizational ambidexterity

One of the more enduring themes from the entrepreneurial literature is the ability for
entrepreneurs to be both strategic and operational in exploiting and exploring opportunities to
be innovative (Shane, 2003). Organizations are increasingly confronted with paradoxical
challenges in their attempt to be competitive. These include classic strategic decisions such as
whether to pursue differentiation versus low cost production, or whether to invest in existing
versus new products when they might wish to pursue both simultaneously (Yu et al., 2013).
The ability to pursue dual emphasis strategic goals has been referred to as exploration and
exploitation (March, 1991) or ambidexterity (Tushman and O’Reilly, 1996). Ambidexterity is
a widely adopted concept in the marketing domain (O’Cass et al., 2014) and refers to a firm’s
ability to pursue conflicting goals by exploiting existing resources and exploring new
resources (March, 1991; Raisch and Birkinshaw, 2008). Exploitation is associated with
efficiency, focus, and refinement, whereas exploration results from experimentation,
flexibility, and divergent thinking (Benner and Tushman, 2003). Because exploitation and
exploration are separate, non-substitutable, and interdependent, firms that are able to achieve

complementarily and pursue both attain superior performance (Gibson and Birkinshaw, 2004,



Raisch and Birkinshaw, 2008). Given the conflicting demands of exploration and exploitation
and their competition for limited resources, firms find it hard to pursue both simultaneously
(March, 1991; Gupta et al., 2006; O’Cass et al., 2014).

To manage the tensions between conflicting activities of exploration and exploitation,
ambidexterity scholars have suggested four specific theoretical perspectives of ambidexterity:
contextual; sequential; structural; and realized perspectives (Gupta et al., 2006; Simsek, 2009;
O’Cass et al., 2014). Contextual perspective ambidexterity is represented by firms seeking to
strive for a balance between opposing but complementary activities of exploration and
exploitation within a business unit or individual. Sequential perspective ambidexterity is
represented by firms seeking to cycle through periods of opposing activities (i.e. exploitative
vs. exploratory), rather than pursuing both simultaneously to achieve ambidexterity (Gupta et
al., 2006). Structural perspective ambidexterity is represented by firms using structural
mechanisms to reduce potential tensions that may arise from the conflicting activities of
exploration and exploitation. In this respect, firms may opt to have one business unit to
emphasize on exploitation and another business unit to emphasize on exploration (Gupta et
al., 2006). Realized perspective ambidexterity is represented by the firms treating exploration
and exploitation as competing or orthogonal forces in managing the tension between
exploratory and exploitative activities (Gupta et al., 2006; Simsek, 2009).

While prior studies have predominantly focused on ambidexterity at the firm and
business-unit level, findings from recent studies suggest that ambidexterity ultimately
manifests at the individual level (Jasmand et al., 2012; Yu et al., 2013). Individuals can strive
to pursue multiple goals by engaging in conflicting activities such as efficiency-oriented and
variability-increasing tasks (Mom et al., 2007), cross/up-selling, and customer service
provision tasks (Jasmand et al., 2012). Despite these advances, our understanding of

ambidexterity at the individual level remains limited (Raisch and Birkinshaw, 2008; Gupta et



al., 2006)2. The literature adopts a unidimensional view of performance, focusing almost
exclusively on success as indexed by “hard” measures of performance (e.g., sales growth,
return on sales etc). With few exceptions (e.g., Greenbank, 2001; Gray, 2002; Uy et al.,
2013), research has neglected the “softer”, more personally defined criteria of success such as
well-being in both work and family domains (e.g., Lee and Sirgy, 2004). Theoretically,
because an owner is the boss in a small firm, they have more flexibility to modify working
time to fulfil family or personal commitments, which can produce renewed interest and
efforts in both domains (Baron, 2007).

This study adopts ambidexterity at the individual level as the theoretical foundation
and argues that the notion of pursuing conflicting goals within ambidexterity is akin to the
notion of pursuing growth and quality of work life. Although it seems like the growth —
quality of life ambidexterity is a mixture between the firm and individual level ambidexterity,
we argue that considering growth — quality of work life ambidexterity as akin to individual
level ambidexterity is appropriate in the context of small business where growth means
revenue is generated for the owners given their omni-present nature. Thus, the logic behind
growth — quality of work life ambidexterity is that firm owners make money and are able to

achieve quality of work life simultaneously.

The resource based view of firms — Capabilities emphasis

This study also considers organizational mechanisms given their ability to enable
ambidexterity at the individual level (Rasich et al., 2009). The resource-based view (RBV) of
firm is one of the most influential and widely adopted theories among marketing,
management, and entrepreneurship scholars seeking to explain performance differentials

between firms (e.g., Penrose, 1959; Barney, 1991; Day, 1994, 2011; Sapienza et al., 2006;

2 Notable exceptions include Mom et al.(2007), Jasmand et al.(2012) and Yu et al. (2013).



Crook et al., 2008; Villanueva et al., 2012). The RBV posits that firms within an industry are
heterogeneous in terms of their resources and this heterogeneity is the source of competitive
advantage that firms gain in their marketplace (Penrose, 1959; Barney, 1991). Resources
comprise tangible and intangible assets such as brands, facilities, intellectual property, and
capabilities which are the “glue” that binds different resources together and enables them to
be deployed to maximum advantage (Day, 2011, p.185). Although the relationship between
firm resources and performance has been established, both conceptually and empirically
(Kozlenkova et al., 2014), it has been argued that understanding the performance differentials
between firms is more than the heterogeneity of resources the firms possess (see also Priem
and Butler, 2001).

Some scholars contend that resources are static and possess no real value in isolation
(e.g., Eisenhardt and Martin, 2000; Priem and Butler, 2001; Teece et al., 1997; Ketchen et al.,
2007). They further argue that it is in fact the firm’s ability to deploy resources which are
commonly referred to as firm’s capabilities that better explain performance differentials
between firms (Priem and Butler, 2001; Teece et al., 1997; Ketchen et al., 2007; Newbert,
2007; Sok et al., 2013). Atuahene-Gima (2005), for example, posit that “competitive
advantage results not from the mere possession and control of rare and valuable resources, but
rather from the idiosyncratic internal competencies by which a firm translates its resources
into superior customer value” (p.63). Therefore, at best, resources provide only the potential
for the realization of the firm’s goals and objectives. Without the capabilities to deploy those
available resources, the firm’s goals and objectives may not be realized (Atuahene-Gima,
2005; Vorhies et al., 2011).

Because capabilities have been widely accepted as critical in driving firm
performance, scholars adopting the RBV approach have devoted much attention to examining

the relationships between various capabilities and firm performance. Such capabilities include



marketing capability (Coviello et al., 2006; Lam and Harker, 2013; O’Cass and Sok, 2013;
Morgan et al., 2009; Vorhies et al., 2009), product innovation capability (Trioli et al., 2014;
Ngo and O’Cass, 2009; Rosenbusch et al., 2011), learning capability (Prieto and Revilla,
2006; Sok et al., 2013), strategic human resource management capability (Huselid et al.,
1997), among others. Of all identified capabilities, marketing has been identified as one of the
most important capabilities given its role in introducing products/services to the market
through cutting-edge marketing strategies for firms to be successful in the market place (Day,
2011; Krasnikov and Jayachandran, 2008; Vorhies et al., 2009). Consequently, we focus on
marketing capabilities and its role in producing growth - quality of work life ambidexterity in
small firms (Day, 2011). We suggest that this is appropriate given the different marketing
capabilities in large and small firms and the constraints associated with the latter.

While past studies have established the role of marketing capabilities in driving
business growth (e.g., Lam and Harker, 2013; O’Cass and Sok, 2013), comparatively little is
known about the mechanisms that transform marketing capabilities into achieving not only
growth but also quality of work life (growth — quality of work life ambidexterity). Thus, we
seek to understand under what circumstances marketing capabilities produce both financial
and non-financial outcomes. Underpinned by the psychology literature which identifies
entrepreneur’s motivations as a key driver to achieving work behaviours and outcomes (see
also Ng et al., 2008) such as quality of work life, we propose entrepreneurial self-efficacy and
passion for work as the key mediators that connect marketing capabilities to growth — quality

of work life ambidexterity.



Hypotheses development: The mediating role of entrepreneurial self-efficacy and passion for
work

Marketing capabilities are not sufficient to achieve growth — quality of work life.
Building on prior studies examining the role of self-efficacy as an intervening variable in
entrepreneurial models (Hechavarria et al., 2012; Kasouf et al., 2013), we argue that
entrepreneurial self-efficacy will mediate the relationship between marketing capabilities and
growth — quality of work life ambidexterity. Entrepreneurial self-efficacy is derived from
social cognition theory (Bandura 1977, 1982) and numerous studies have established its role
in influencing entrepreneurial intentions and actions (e.g., Zhou et al., 2005). Self-efficacy is
acquired gradually through the development of complex cognitive, social, linguistic and other
skills that are obtained through experience (Bandura, 1982). The term “triadic reciprocal
causation” (Bandura, 1989, p.1175) has been used to describe the causal contribution of these
individual interactions. That is, the acquisition of skills through past achievements
strengthens self-efficacy and contributes to higher aspirations and future performance (Herron
and Sapienza, 1992).

Entrepreneurial self-efficacy has multifaceted abilities. On the one hand,
entrepreneurial self-efficacy is critical in transforming marketing capabilities in achieving
growth. The “can do” attitude associated with enhanced self-efficacy is a critical motivational
factor (Conger and Kanungo, 1988). Self-efficacy has been found to be an important
mechanism for overcoming perceptions of risk often associated with venture creation
(Krueger et al., 2000). Early research found that efficacious individuals typically set
challenging goals under difficult circumstances and tend to recover more quickly from failure
even in the face of adverse conditions (Bandura, 1997). The level of entreprencurs’ self-
efficacy has also been found to predict the extent to which their firms engaged in

comprehensive decision making (Forbes, 2005). Further, owners who are confident in their



abilities (high entrepreneurial self-efficacy) tend to lead their firms through entrepreneurial
tasks such as marketing, whereas those less confident in their abilities tend to be less apt to
engage in such practices to achieve growth.

On the other hand, entrepreneurial self-efficacy is critical in transforming marketing
capabilities in achieving quality of work life. Various researchers (e.g., Arenius and Minniti,
2005; Krueger et al., 2000) suggest that an entrepreneur needs to possess strong self-belief to
overcome diverse challenges associated with running a small firm. A business owner plays a
variety of roles such as an entrepreneur, a financial controller, a human resources officer, an
IT engineer, and a marketing manager. These numerous roles can result in role ambiguity,
conflict, and overload which in turn, can negatively affect quality of work life and the future
of business (i.e. growth). In this sense, self-belief regarding one’s efficacy, according to
Wood and Bandura (1989), can be instilled and strengthened if the owner enhances her/his
physical status and reduces stress levels.

Similarly, Bandura (2001) stated that: “Unless people believe they can produce
desired results and forestall detrimental ones by their actions, they have little incentive to act
or to persevere in the face of difficulties. Whatever other factors may operate as guides and
motivators, they are rooted in the core belief that one has the power to produce effects by
one’s actions” (p.10). This theoretical underpinning suggests that owners with high self-
efficacy are more likely to arrive at a positive assessment of the likelihood that they are able
to cope successfully with the demands of associated with a small firm and feel satisfied with
their quality of work life in addition to financial growth. This discussion suggests that
entrepreneurial self-efficacy plays a critical role in transforming marketing capabilities to
achieve specific goals such as growth and quality of work life. Thus, we hypothesize that:

H1: Entrepreneurial self-efficacy mediates the relationship between marketing
capabilities and growth - quality of work life ambidexterity.



Passion for work

We also argue that passion for work will mediate the relationship between marketing
capabilities and growth — quality of work life ambidexterity. Passion for work, like
entrepreneurial self-efficacy, has multifaceted abilities. Passion for work is critical in
transforming marketing capabilities in achieving growth. The entrepreneurial literature has
identified passion as a central construct of entrepreneurial behavior (e.g., Baron, 2008;
Cardon et al., 2009). Passion can foster creativity and recognition of new information critical
to the discovery and exploitation of opportunities (Cardon et al., 2013). Similarly, Dalborg
and Wincent (2014) suggest passion is an essential attribute underpinning and driving
entrepreneurship since it ensures that a business concept is appropriately refined and those
important tasks, such as mobilizing resources and securing key customers, are pursued. Prior
studies support the tenant that passion for work enhances an entrepreneur’s creativity,
persistence, and overall effectiveness (Cardon et al., 2009; Dalborg et al., 2012; Thorgren and
Wincent, 2013) in transforming specific activities such as those associated with marketing to
achieve growth (see also Baum and Locke, 2004). Passion for work also features cognitive
aspects in the sense that people who are passionate about their work tend to engage in more
intensive and systematic knowledge processing such as marketing when task-related demands
require it (Ho et al., 2011) to achieve intended goals such as growth.

Passion for work also plays a critical role in transforming marketing capabilities in
achieving quality of work life. The literature argues that an entrepreneur’s career is marked
by high levels of passion (Cardon et al., 2009; De Clercq et al., 2012) and passion is a
necessary ingredient in high levels of achievement (Vallerand and Houlfort, 2003). Passion
for work captures the extent people ‘love’ to work and derive great pleasure from investing in
work-related activities (Baum and Locke, 2004; Shane et al., 2003). Passion for work also

energizes motivation which inspires individuals to persist through the trials associated with



accomplishing difficult tasks (Murnieks et al., 2012). While some individuals may not care
much about work, others place a great deal of importance on work to the extent that work is
part of their identity (Vallerand and Houlfort, 2003). These individuals derive a major sense
of excitement and pleasure from their work and feel alive at work. Consequently, although
they need to deal with numerous roles (such as marketing) that may result in role ambiguity,
conflict, and overload, their passion toward work will diminish such negative impact and will
lead to their perceived quality of work life. This discussion suggests that passion for work
plays a critical role in transforming marketing capabilities to achieve specific goals such as
growth and quality of work life. Thus, we hypothesize that:

H2: Passion for work mediates the relationship between marketing capabilities and
growth - quality of work life ambidexterity.

INSERT FIGURE 1

Research Method

Research Setting

We focus on small service firms in Australia for two main reasons. First, small businesses
dominate the global economy. For example, there are over 27 million small businesses in the
U.S. and approximately 80% of new job creation can be attributed to small business (U.S.
Department of Commerce, 2013). In the U.K., small business accounts for 99% of all private
sector businesses, employs 47% of private sector employment, and contributes over 49% of
private sector turnover (Federation of Small Business UK, 2013).

In Australia, small business accounts for over 96% of all businesses and employs
approximately 4.8 million people (DIISRT, 2012). Moreover, 84% of the total small business
sector in Australia is attributable to service based businesses (DIISRT, 2012). Thus,

promoting and increasing the competitive position of small businesses is critical for the



development and renewal of national economies and future growth (West et al., 2008; O’Cass
and Sok, 2013). Second, the services sector dominates the world economy with many of the
world’s most advanced economies reported as having more than 70% of their gross domestic
product generated by services. The services sector has attracted considerable attention from
governments, industry and scholars alike with much debate and research invested into
understanding issues related to policy formation, economic governance, organizational

performance, and associated implications (Ostrom et al. 2010).

Sample

An online survey was administered to 7,271 owners (excluding the 20 owners that
participated in the pre-test) of small service firms which we define as including sole
proprietors, micro firms (1-4 employees), and small businesses (5-9 employees) (DIISRT,
2012). Our study distinguishes between an entrepreneur and an owner. According to the
literature, an entrepreneur capitalizes on innovative combinations of resources for the
principal purposes of profit and growth and uses strategic management practices, whereas an
owner operates a business as an extension of the individual’s personality to further personal
goals and to produce family income (Carland et al., 1984). Moreover, because small business
owners are less risk oriented and lack the same degree of preference for innovation as
entrepreneurs (Stewart et al., 1999) we use the term “owner” to more accurately represent this
distinction (for comparative differences and firm relativity, see Sarasvathy, 2004; Stewart et
al., 1999; Krueger, 2007). A total of 509 responses (124 sole proprietors, 298 micro firms,
and 87 small businesses) were obtained with a response rate of 7%. This represented a sample
size sufficient to achieve a good level of statistical power (McQuitty, 2004).

Descriptive statistics indicate that 54% of the respondents were male and 48% were
female. The mean age of respondents was 54 years and the mean tenure was 4.7 years.

Among the respondents, 39.5% held a bachelor degree or higher, 27.7% possessed a TAFE



qualification, 15.9% completed high school, 12.6% left school after Year 10, and 4.3% left
school before Year 10. Industry representation included professional, scientific and technical
services, retail trade, construction, wholesale trade, education and training (private), transport,
postal and warehousing, arts and recreation services, information mediation and
telecommunications, health care and social assistance (private), accommodation and food
services, rental, hiring and real estate services, administrative and support services, and public

administration and safety (private).

Measures

All measures were adapted from existing scales derived from the services marketing
literature and entrepreneurship literature with minor word modifications to increase their
applicability to the context and the purpose of the study. Marketing capabilities was
measured using the 31-item scale adapted from Coviello et al. (2006) capturing six
components of this construct (purpose of exchange, managerial intent, type of contact,
duration of exchange, nature of communication, and managerial investment). We measured
entrepreneurial self-efficacy using Chen et al.’s (1998) 18-item scale capturing five
components of this constructs (marketing, innovation, management, risk-taking, and
financial control). In each case, the overarching constructs (e.g., marketing capabilities and
entrepreneurial self-efficacy) were modelled as second-order factors with their components
(e.g., marketing capabilities = purpose of exchange, managerial intent and so on) as
reflective indicators of the overarching construct. In turn, these indicators are themselves
first-order factors which were measured with multiple reflective indicators (as per Ngo and
O’Cass, 2009). With regard to passion for work, we adapted all five items from De Clercq
et al. (2012). Sirgy et al.’s (2001) 13-item scale was used to measure quality of work life.
Growth was measured using the three item scale adapted from Coviello et al. (2006) and

O’Cass and Sok (2013).



We computed a multiplicative interaction between the composite scores of growth and
quality of work life to determine growth — quality of work life ambidexterity. This approach
is commonly used in prior studies (e.g., Atuahene-Gima, 2005; Jasmand et al., 2012; Yu et
al., 2013). This approach to operationalize growth — quality of work life ambidexterity also

reflects the non-substitutable, interdependent nature of growth and quality of work life.

A five-point rating scale was used to capture responses to all items. The use of
subjective performance measures has been widely used in studies of small businesses (i.e.
Anderson and Eshima, 2013; O’Cass and Sok, 2013) and is argued to be consistent with
how their businesses actually perform as shown by objective measures (Poon et al., 2006).

Appendix A provides a list of scale items used for all measures.

Prior research has shown that business performance varies with firm age. For
example, start up firms and young firms are more likely to actively engage in marketing
(e.g., Kuada and Serles, 2006; Anderson and Eshima, 2013) than established firms. We
identify firm size (Coviello et al., 2000) and industry type (Isobe et al., 2008) as possible
variables that can impact firm performance. To rule out alternative explanations for the

results of this study, we included firm age, firm size and industry type as control variables.

The content validity of these measures was assessed by five expert judges from the
services marketing and entrepreneurship disciplines. Some items were modified based on
the suggestions and comments of the expert judges. A pre-test of the survey was conducted
with 20 owners who were randomly selected from the database provided by the professional
research firm. These participants were excluded from the empirical study. Subsequent

suggestions were incorporated to improve the readability and wording of the survey.



Measurement Model

We examined non-response bias by comparing the average values found by the survey of the
first 10% of respondents received with those of the last 10% received using t-test (Isobe et al.,
2008). The t-test results indicate no statistical difference between the two groups in terms of
the means for items, indicating that non-response bias was not a concern in this study.

Partial Least Squares (PLS) was used to examine whether marketing capabilities related
to growth - quality of work life ambidexterity, as well as to examine the mediating role of
entrepreneurial self-efficacy and passion for work in enhancing this relationship. Use of PLS
was considered appropriate for this study as it allowed for the simultaneous investigation of
measures and theory (Ngo and O’Cass, 2009). The measurement and structural models were
run simultaneously using PLS Graph Version 3.00.

Following the approach of Ngo and O’Cass (2009), we assessed the adequacy and
significance of outer-measurement models (the relationships between the observed indicators
and the construct they measure) and the predictive relevance of individual paths and the
structural model. Because the formulation of two constructs (marketing capabilities and
entrepreneurial self-efficacy) was conceptually hypothesized as the Type | second-order
factor model as outlined by Jarvis et al. (2003) and subsequently adopted by various studies
(e.g., Ngo and O’Cass, 2009), we adopted the conventional approach to assess the validity
and reliability of scales that were composed of reflective indicators (see also Diamantopoulos
and Winklhofer, 2001). We used a range of indices including factor loadings, composite
reliability, average variance explained (AVE), t-statistics, discriminant and convergent
validity to assess the adequacy and significance of reflective outer-measurement models (Ngo
and O’Cass, 2009).

Following the approach of Ngo and O’Cass (2009), the outer model tests were

performed with marketing capabilities and entrepreneurial self-efficacy operationalized as



second-order factors (see Appendix A for results). Appendix A shows the factor loadings
derived from the PLS analysis for the second-order factors (e.g., purpose of exchange,
managerial intent) an approach that is consistent with prior studies (e.g., Weerawardena,
O’Cass and Julian, 2006; Ngo and O’Cass, 2009). All item loadings were greater than 0.50
which suggest they serve as strong indicators of their construct (entrepreneurial self-efficacy
0.70-0.84; marketing capabilities 0.53-0.81, passion for work 0.63-0.90, growth 0.84-0.92,
and quality of work life 0.54-0.83).

Turning attention to the reliability and validity of the scales, as shown in Table 1, the
average variances extracted (AVE) for all constructs (passion for work = .68; growth = .61,
quality of work life = .52; marketing capabilities® = .50; entrepreneurial self-efficacy” = .62)
exceeded 0.50 indicating convergent validity (Bagozzi and Yi, 1998; Fornell and Larcker,
1981). As also shown in Table 1, the composite reliability for all constructs (passion for work
= .87; growth = .87; quality of work life = .92; marketing capability® = .94; entrepreneurial
self-efficacy® = .96) was higher than the recommended threshold of .70 (Nunnally, 1978)
which indicates acceptable scale reliability. Moreover, the square roots of the AVE for all
constructs were consistently greater than the off-diagonal correlations of their respective

construct, hence discriminant validity was established (Fornell and Larcker, 1981).

INSERT TABLE 1

We followed Salancik and Pfeffer’s (1977) recommendation to assess common

method bias by placing the independent variables preceding the dependent variables in the

survey. The items in the survey were also distributed in a non-sequential order as they have

% The AVE of the first-order factor ranges from .50 to .62 (see Appendix A)
* The AVE of the first-order factor ranges from .71 to .77 (see Appendix A)
® The composite reliability of the first-order factor ranges from .71 to .89 (see Appendix A)
® The composite reliability of the first-order factor ranges from .83 to .92 (see Appendix A)



the same scale poles. We adopted the marker variable technique by conducting a sensitivity
analysis at 95% and 99% levels of confidence for the correlations of the marker variable
(Lindell and Whitney, 2001). The results of the partial-out procedure and sensitivity analysis
demonstrate that the partial correlations between the five constructs in this study were high

and significant, indicating no evidence of common method bias.

Results

We adopted the procedure recommended by Kenny et al. (1998) to test our mediation
hypotheses in which a full mediation model should be tested with a path from the independent
variable (marketing capabilities) to the mediators (entrepreneurial self-efficacy and passion
for work) and from the mediators to the dependent variable (growth - quality of work life
ambidexterity). For a full mediation, a direct relationship between the independent variable
and dependent variable is not expected (Siren et al., 2012). In hypothesis 1, we predicted
entrepreneurial self-efficacy mediates the relationship between marketing capabilities and
growth - quality of work life ambidexterity. In hypothesis 2, we predicted passion for work
mediates the relationship between marketing capabilities and growth - quality of work life
ambidexterity.

As shown in Table 2, hypothesis 1 was supported because we identified an
insignificant direct relationship between marketing capabilities and growth - quality of work
life ambidexterity (p=.06, p>.10), a significant effect of marketing capabilities on
entrepreneurial self-efficacy (B=.58, p<.01) and a significant effect of entrepreneurial self-
efficacy on growth - quality of work life ambidexterity (f=.18, p<.01). Furthermore, the
analysis found support for hypothesis 2 as the results identified an insignificant direct
relationship between marketing capabilities and growth - quality of work life ambidexterity

(B=.06, p>.10), a significant effect of marketing capabilities on passion for work (p=.35,



p<.01), and a significant effect of passion for work on growth - quality of work life
ambidexterity (B=.18, p<.01). No control variables were found to have a significant

relationship with the growth - quality of work life ambidexterity.

INSERT TABLE 2 HERE
To increase the robustness of our findings, we followed the procedure recommended
by Preacher and Hayes (2008) which allows researchers to include multiple mediators in a
single model. The test results indicate that entrepreneurial self-efficacy and passion for work
mediate the relationship between marketing capabilities and growth - quality of work life
ambidexterity since their 95% CI (percentile) did not contain zero (entrepreneurial self-
efficacy = 0.3447; passion for work = 0.1463). Collectively, these results support the research

model shown in Figure 1.

Discussion

Drawing on the ambidexterity and capabilities as the basis to develop our theoretical
platform, we examined the mediation effect of entrepreneurial self-efficacy and passion for
work on the relationship between marketing capabilities and growth - quality of work life
ambidexterity. Our focus on small service firms is significant given the sector’s global
importance. This focus is aligned with transformative service research (TSR) in that it seeks
to understand changes and improvements in well being (Ostrom et al., 2010). TSR is salient
in the context of owners of small service firms given the potential impact of marketing
capabilities in shaping the growth - quality of work life ambidexterity. The majority of small
business research focuses on performance as a unidimensional construct such as growth
(O’Cass and Sok, 2013). While such an approach holds merit, it fails to fully address the
point raised by Reijonen and Komppula (2007) that the success of small firms is determined

by not only economic but also non-economic factors. Examining dual outcomes becomes



even more important when considering the high percentage of business terminations. For
example, over 75% of young firms and 60% of nascent firms terminate without financial loss
(DIISRT, 2012) thus underscoring the crucial role that non financial outcomes may have in
determining small firm survival. Hence, our approach to conceptualize and operationalize
growth - quality of work life ambidexterity as a dependent variable representing firm
performance provides a more detailed and practical understanding of this phenomenon.

We provide new insight into how marketing capabilities contribute to economic and
non-economic performance through entrepreneurial self-efficacy and passion for work.
Specifically, our findings support the intervening role (mediation effect) of entrepreneurial
self-efficacy and passion for work on marketing capabilities—growth—quality of work life
ambidexterity. We contribute to the literature by providing evidence that being good at
marketing does not always lead directly to achieving growth and quality of work life
simultaneously. Our findings suggest that achievement in both domains requires owners of
small service firms to have a strong self-belief that they can perform their job successfully
(entrepreneurial self-efficacy) as well as a strong passion to do the job they are doing (passion
for work). Owners with high entrepreneurial self-efficacy and passion for work are more
likely to engage in relational marketing practices which can increase customer engagement
and loyalty. When considering the non-contractual nature of most small service firms which
are characterised by low switching costs and where services are substitutable, the implications
for firm performance and survival are significant.

Our results point to the importance of identifying individual attributes that can
enhance growth - quality of work life ambidexterity. For example, policy makers or advisors
could include entrepreneurial self-efficacy as a diagnostic tool for small business owners.
Individual upfront assessments as well as periodic checks beyond venture start-up can target

specific behaviours which can be used as a benchmark to be consecutively mastered, with



tasks gradually increasing in difficulty. Encouragement should be given as the owner
progresses with the business. Particular focus should be given to recognising the owner’s
ability to practice various marketing activities which can be self-monitored and assessed to
formulate and adjust their own sense of self-efficacy. These actions are likely to be of
particular benefit for those with low entrepreneurial self-efficacy as targeted interventions
and/or activities can increase efficacious beliefs. For example, owners with low
entrepreneurial self-efficacy could seek assistance from professional business coaches and/or
undertake further education and training. These suggestions could enhance entrepreneurial
self-efficacy through enactive mastery (Bandura 1982) since successful performance
accomplishments act to motivate individuals to undertake other marketing activities which
can help achieve both business growth and quality of work life. Interventions should also
address the owner’s passion for work given its role in enhancing the relationship between
marketing capabilities and growth - quality of work life ambidexterity. Owners with high
entrepreneurial self-efficacy and passion for work are likely to deliver more personalised
levels of service which has significant implications for repeat cash flows and hence survival.
These collective actions could increase self-confidence and passion for work beliefs
which can deliver economic and non economic benefits to the business as well as to the
owner. Importantly, these actions could minimize the rate of start-up failures which are
reportedly higher for nascent firms (35%) as compared to young firms (14%) (DIISRT,
2012). Furthermore, because the majority of small service firms are non-contractual in nature,
the role of owner attributes such as self-efficacy and passion for work is crucial in generating
positive customer behaviours such as repeat business. Efficacious owners who are passionate
about their work are more likely to deliver personalised levels of service through relational

marketing.



Limitations and Research Direction

This research provides new insights into how small service firms can achieve growth - quality
of work life ambidexterity. Nonetheless, a number of limitations, mainly related to
methodology are acknowledged and suggestions for future research are offered. Limitations
associated with the use of the self-report performance measures are acknowledged. Even
though we carefully constructed our measures to account for this issue, future research may
seek objective performance indicators to test the robustness of our findings. Importantly,
support for the use of self-report measures in the business literature (Cummings et al., 1989;
Heneman, 1974; Lysonski, 1985), recognition of the value of behavioral variables such as
share-of-wallet (Keiningham and Perkins-Munn, 2003), and support for the predictive
validity of single item measures (Bergkvist and Rossiter, 2007) together argue for the
viability of our measures. Moreover, the investigated relationships depend on the context and
the measured perceptions reflect a single point in time, which makes this study no different
from other studies that use a cross-sectional design (e.g., Gwinner et al., 1998; Odekerken-
Schroder et al., 2003). However future research could focus on collecting longitudinal panel
data to examine how growth - quality of work life ambidexterity unfolds over time.

This study was undertaken within small service firms. However differences can be
observed within small firms themselves with research indicating that management practices
differ between SME and micro-firms (Liberman-Yaconi et al., 2010; Wincent, 2005).
Because small businesses are defined as businesses with less than 20 employees and include
sole proprietors, micro firms (1-4 employees) and small firms (5-19 employees), future
research could examine how variations in performance differ across these sub-categorizations
and how they can maintain this as they grow in size. Examination of how entrepreneurial self-
efficacy can be enhanced and the role of passion for work in doing so in terms of firm size

and type could assist our understanding of failure/exit rates of small firms.
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