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SUMMARY 

Objectives of the Study 
This report describes the quantitative research that builds on the results of the first stage of this study described 
in the report ‘Innovation Capability and Entrepreneurial Orientation Dimensions for Australian Hotels’. The first 
stage consisted of in-depth interviews with 51 hotel owner-managers around Australia that provided data for a 
grounded analysis of factors that these people identified as important in relation to innovation activities. In 
particular, this analysis identified a total of 38 distinct categories of statements relating to innovation activity. A 
further eight categories were drawn from statements relating to barriers to innovation. These 46 categories were 
then grouped into nine separate dimensions of innovation capability. 
 

This second stage of the study consisted of a quantitative evaluation of these dimensions to arrive at a 
concise set of factors important in supporting innovation activities across all aspects of these businesses, and to 
explore the relationship between these innovation capabilities and business performance. The second stage also 
gathered quantitative data to investigate the relationship between the entrepreneurial orientation construct and 
business performance. This study focused on ‘general hotels or pubs’ in the major cities and regional centres that 
are independently owned, or members of small groups, that offer most of the activities of public bar, take-away 
alcohol, dining, accommodation, entertainment, and gaming. This study did not include the four and five-star 
hotel chains or the large hotel groups controlled by Woolworths or Coles, as they have the resources and 
capabilities to manage innovation. 
 

The specific objectives of this study were to: 
• determine the key factors important in supporting innovation activities in general hotels (that is, their 

innovation capabilities) 
• explore the relationships between innovation capability, entrepreneurial orientation and performance of 

these businesses 

Method 
A questionnaire was developed using the information gathered in the first stage of this research. The 
questionnaire was pilot tested with the hotels in South Australia and other states that took part in the first stage of 
this study. After making minor adjustments to the instrument, the questionnaire was then administered to seven 
South Australian hotel owner/managers. The results of these seven questionnaires were examined to ensure that 
the results looked reasonable in that there was no participant confusion within or between questions. This 
appeared to be the case thereby resulting in seven useable completed questionnaires. The Australian Hotels 
Association (South Australian branch) then distributed the questionnaire to the remainder of its members in June 
2009 and provided the researchers with access to its membership list to follow-up its members by telephone. An 
additional 157 questionnaires from South Australia were obtained through this process. As an incentive to 
complete the questionnaire, hotel managers were offered a detailed report for their particular hotel with their 
results benchmarked against the average. 
 

The 164 completed questionnaires received were analysed using structural equation modelling to finalise the 
items required to measure innovation capability of hotels, and also to investigate the relationships between 
innovation capability and performance, and entrepreneurial orientation and performance. 

 
This research was carried out in accordance with University of South Australia Ethics Protocol P081/09 

‘Toward improving innovation capability and entrepreneurial orientation in the hotel sector—Stage 2’. 

Key Findings 

Innovation capability dimensions in hotel businesses 
Prior empirical studies have identified a wide range of dimensions of innovation capability, but the grounded 
theory process implemented in the study identified two key dimensions of manager attributes, and operational 
attributes. 
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The nature of these two dimensions appear to be largely operational, and suggest that an important 
prerequisite for innovation in these businesses is to have a smoothly running business with adequate 
management, trained staff, up-to-date systems that staff know how to use, and management with the know-how 
to run the business competently and smoothly.  

 
These capabilities are consistent with the nature of innovations that were identified in the first qualitative 

stage of this study; hotels implemented primarily incremental and continuous improvement innovations to build 
existing revenue streams, and there were very few examples of hotels innovating to create new revenue streams. 
These therefore appear to be the capabilities needed to support continuous innovation (incremental 
improvement) across existing business activities, rather than breakthrough or radical innovation.  

Entrepreneurial orientation dimensions in hotel businesses 
There is a significant body of research in the field of entrepreneurial orientation that has implemented one or 
more of five dimensions supported by the theory, and these include innovativeness, proactiveness, risk taking, 
competitive aggressiveness, and autonomy. 
 

This study identified a one-dimension factor of ‘innovative risk taking’ for this construct. This indicates that 
hotel managers see entrepreneurial orientation as being primarily about risk taking. This finding is consistent 
with the finding for the innovation capability dimensions, where a prerequisite for innovation is for management 
to have an operational focus on incremental improvement/innovation, or continuous improvement. In this 
context, an entrepreneurial strategy appears to be associated with the risk evaluations of possible new activities, 
that are likely to result in incremental improvements/innovations. 

The relationship between innovation capability, entrepreneurial orientation and 
business performance 
The research found a positive relationship between innovation capability and business performance, and that the 
measure of innovation capability accounts for 29 percent of the variance in performance. The research showed, 
however, that entrepreneurial orientation does not have significant impact on performance, and also does not 
have a significant correlation with measures of innovation capability. This means that, for the pubs surveyed, 
entrepreneurial strategy did not play a role in influencing business performance. 

Hotel manager support for innovation workshops 
A follow-up study of managers, who had received benchmark reports on their business that compared their 
responses with those of hotels with a similar profile, showed that a majority were interested in workshops that 
would help them to develop the ability of their business to support innovation, and to apply the findings 
presented in the benchmark reports. 

Future Action 
The results of this research provide: 

• a framework for a benchmarking system for hotels in the area of innovation capability and 
entrepreneurial orientation 

• a valuable foundation for developing workshops for hotel managers to build the ability of their hotels to 
support innovation activities, and to identify and take advantage of business opportunities in an 
entrepreneurial manner to enable business growth, and to improve business profitability 

• measures for innovation capability and entrepreneurial orientation that can be used for further research 
in this sector 

• the basis for initiating a national study in the future to survey hotel owner/managers in other states. 
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Chapter 1 

INTRODUCTION 

Background 
This research project arose out of discussions between the Centre for the Development of Entrepreneurs in the 
School of Management at the University of South Australia, the Cooperative Research Centre for Sustainable 
Tourism, and the Australian Hotels Association. The project focused on the challenge of helping independent 
hotels compete more effectively through innovation and entrepreneurship in a very dynamic and competitive 
business environment. 
 

This research was designed to lead to a follow-up project to develop training courses for the hotels sector to 
help managers operate their businesses in a more innovative and entrepreneurial way so that they could compete 
more effectively and profitably. 

 
The model for this research had been developed for the manufacturing sector by the Centre for the 

Development of Entrepreneurs, and several workshops had been conducted in several industry sectors (including 
manufacturing and service businesses) using the approaches to be developed through this project. The first stage 
of this project explored the dimensions of innovation capability and entrepreneurial orientation through in depth 
interviews with 51 managers and owner-managers of ‘general hotels’ or pubs around Australia. This research 
explored the range of innovation activities carried out by the hotel managers interviewed. It identified nine 
dimensions of innovation capability, and confirmed five dimensions of entrepreneurial orientation. This stage 
and its findings are described in the comprehensive report ‘Innovation Capability and Entrepreneurial 
Orientation Dimensions for Australian Hotels’ (available from the website of the Cooperative Research Centre 
for Sustainable Tourism). 

 
The second stage of the research described in this report quantifies the dimensions of innovation capability 

and entrepreneurial orientation in these hotels, and investigates the relationships between each of the constructs 
of innovation capability and entrepreneurial orientation and business performance. 

The Need For and Value of This Research 
Businesses, large and small, need to be able to innovate and be managed in an entrepreneurial manner to survive 
and grow in today’s increasingly dynamic and competitive environment. Studies across a range of industry 
sectors have identified innovation as an important driver of performance. In particular, performance in the hotel 
sector has been identified as a three dimensional construct comprising effectiveness, efficiency, and adaptability 
(Phillips 1996). The essence of adaptability is innovativeness and the successful identification of market 
opportunity. Therefore, the ability to support innovation, and particularly continuous innovation, is a critical 
driver of performance in the hotel industry.  
 

It is therefore important to identify and understand the attributes of hotels (their innovation capability) that 
enable them to support innovation activities. Studies in other industry sectors have identified dimensions and 
measures of innovation capability, and have shown a positive relationship between innovation capability and 
business performance (Guan & Ma 2003). There have been very few studies of innovation capability in the 
services sector, and these have addressed large government organisations (O’Connor, Roos & Vickers-Willis 
2007). There have been no empirical studies to investigate the relationship between innovation capability and 
business performance in the services sector. 

 
Innovation by itself is not enough for business success, as it needs to be combined with an entrepreneurial 

approach to recognising opportunities that can then be exploited through innovation to provide a financially 
successful outcome. The ability of a business to operate in an entrepreneurial manner is related to its 
entrepreneurial orientation. Dimensions and measures of entrepreneurial orientation (Lumpkin & Dess 1996) 
have been implemented in numerous studies across many different industry sectors, and these have generally 
identified a positive relationship between entrepreneurial orientation and firm performance (Rauch, Wiklund, 
Frese & Lumpkin 2005; Rauch, Wiklund, Lumpkin & Frese 2009). Only a limited number of studies have been 
carried out to examine the entrepreneurial orientation of hotels, and these have focused on larger hotel chains 
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(Jogaratnam & Tse 2004). This research therefore includes an investigation of the relationships between the 
dimensions of entrepreneurial orientation and performance in small hotels. The research model is shown in 
Figure 1. 

 

Figure 1: Research model 

 
 
 
 
 
 
 

 
 
 
This research is therefore important in understanding the key characteristics of small hotels that are critical in 

implementing innovation, and an entrepreneurial approach to management. 

The Hotels Studied 
The study focused on ‘pubs’ that are described by the Australian Bureau of Statistics as ‘businesses in Australia 
that generate income predominantly from the provision of alcoholic beverages for consumption on the premises, 
or in selling alcoholic beverages for consumption on and/or off the premises (e.g. from bottle shops at such 
premises)’ (ABS 2005a, p. 4). These are also described as ‘general hotels’, and are independent businesses 
operated by an owner/manager, or a small group of hotels operated by managers with owner involvement, and 
that offer most of the following facilities: 

• public bar 
• dining 
• take-away alcohol (bottle shop) 
• accommodation 
• entertainment 
• gaming 

 
These are the majority of hotels in Australia; they do not constitute an international category, and have 

similarities to the British ‘inn’. Like other small businesses, they appear to be the most affected by 
environmental and business trends as they do not have the infrastructure, resources or management capabilities 
that are possessed by the large four and five-star hotel chains. 
 

For this reason, the study did not include the hotel chains (such as the Hyatt, Hilton, Sheraton or Holiday 
Inn), nor did it include the large groups of hotels operated by Coles and Woolworths, as all of these have access 
to significant resources and capabilities. 

Research Questions 
The primary aim of this research was to identify the key dimensions of innovation capability and entrepreneurial 
orientation in the general hotel sector. The following questions were therefore explored in this research: 

• What are the key factors that are important in supporting innovation activities in general hotels (that is, 
their innovation capabilities)? 

• What are the relationships between innovation capability, entrepreneurial orientation and performance 
of these businesses? 

 
These research questions will be investigated through the development of hypotheses that are found in the 

next section. 

Innovation 
Capability 

Entrepreneurial 
Orientation 

Business 
Performance 
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Chapter 2 

LITERATURE REVIEW 

This section includes a review of the literature relating to the nature of innovation and innovation capability, 
entrepreneurship and entrepreneurial orientation, with a particular focus on services and the hotel sector. 

Innovation and Competitiveness 
In this research, innovation is described as the mechanism by which organisations develop value through new 
products, processes, and systems that are needed to respond to changing markets, technologies, and modes of 
competition (Utterback 1994; Dougherty & Hardy 1996). The Australian Bureau of Statistics (ABS 2005b) 
draws on the ‘Oslo Manual’ (OECD 2005) to define innovation in a similar way in its recent research into a 
range of product and service sector organisations (including ‘accommodation, cafés and restaurants’) in 
Australia. The ABS definition is used in this research, as it applies to both product and service innovation, and 
has been used in the context of hotel industry. Innovation is defined as: 
 

… the process of introducing new or significantly improved goods or services and/or implementing new or 
significantly improved processes. New goods or services or new processes may involve the development of new 
technology, an adaptation of existing technology to a new use (e.g. electronic commerce), or may be non-
technological in nature (e.g. organisational and managerial change, some changes in marketing). (ABS 2005b) 

 
The importance of entrepreneurship and innovation to economies and to individual organisations was 

described by Schumpeter (1934). Writers such as Huber (1984) and Alvarez and Barney (2001) proposed that in 
the post-industrial age with increasingly complex and turbulent environments, organisations will need to rely to 
an increasing degree on innovation and experimentation to ensure competitiveness to improve their chances of 
survival and development. In particular, research has established a positive link between innovation and firm 
performance (Covin & Slevin 1989; Zahra, Shaker A. & Covin 1995; Dess, Lumpkin & Covin 1997).  
 

By itself, one-off innovation is not sufficient for competitiveness. Firms need to be able to innovate on a 
continuing basis (Kiernan 1996; Slater 1997). In addition, firms compete not just on new products but on their 
capacity to develop new products (Prahalad & Hamel 1990). Firms are therefore presented with the challenge to 
build their capacity to support innovation on a continuing basis and, in this way, develop competitive advantage.  
 

There is little published research on innovation in services in general and in the hotel sector in particular 
(Ottenbacher & Gnoth 2005). Studies in this sector have been largely carried out in the United States and 
Europe, and have typically investigated large hotel chains and large individual hotels to identify general 
principles of innovation management for new products or services (Jones 1996; Ottenbacher & Gnoth 2005).  
 

Other innovation-related studies have been carried out in hotels, with the aim to ‘foster innovation in current 
management thinking’ (Dubé et al. 1999, p. 14) in areas including architecture, environmental management, food 
and beverage management, information technology, marketing, hotel operations, human resources and service 
quality (Enz & Siguaw 1999; Siguaw & Enz 1999a, b, c, d, e; Dubé, Enz, Reneghan & Siguaw. 2000; Enz & 
Siguaw 2000b, a). Although these studies included hotels ranging from budget through economy to deluxe, the 
‘best practice champions’ that were selected from 115 in-depth cases came largely from well-known and well-
resourced chains in the United States. This makes the findings from these studies less applicable to smaller 
groups and to individual general hotels with more limited resources.  
 

However, writers in the field of services management and the marketing of services have identified key 
principles for the management of innovation in businesses including hotels. Lovelock (2001) identified the 
importance of innovation to the effective marketing of services, and in particular recognised that in mature 
industry sectors, such as hospitality, the ‘core service’ such as the provision of food and beverage has in effect 
become a commodity, and that competitiveness comes from differentiation and improvements in the value-
adding ‘supplementary services’ that support the core service (page 253).  
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Dimensions of innovation capability (IC) 
For these reasons of competitiveness, there has been increasing interest in identifying and understanding the 
attributes of firms that enable them to support continuous innovation (see, for example, Slater 1997). This has 
led to the development of the construct of ‘innovation capability’ (IC) to describe the ability of a firm to innovate 
by developing new products, processes, and systems (Prahalad & Hamel 1990).  
 

The Lawson and Samson (2001, p. 384) definition of innovation capability is used for this research, where 
innovation capability is ‘the ability to continuously transform knowledge and ideas into new products, processes 
and systems for the benefit of the firm and its stakeholders. Innovation capability is not just an ability to be 
successful at running a business new-stream, or to manage mainstream capabilities. Innovation capability is about 
synthesising these two operating paradigms’.  

 
The report on the first stage of this study includes an overview of the innovation capability literature 

describing the different theoretical, stating points that have been used to specify this construct. In particular, it 
includes references to the dimensions used in the limited number of empirical studies in this field. In all cases, 
the dimensions were created from the innovation theories identified in that literature review.  

 
In contrast, the first stage of this study used a grounded analysis of factors that 51 hotel owner-managers and 

managers around Australia identified as important in relation to innovation activities. This analysis identified a 
total of 38 distinct categories of statements relating to innovation activity. In addition, a further eight categories 
were drawn from statements relating to barriers to innovation. These 46 categories were then grouped into nine 
separate dimensions: 

• alliances (with organisations such as external agencies, other hotels and suppliers) 
• customer intelligence (including customer feedback, customer knowledge) 
• environmental awareness (including awareness of constant change, and awareness of competition, 

regulations, business trends, market position, technology changes, foresight) 
• entrepreneur characteristics (including the manager’s personal knowledge, knowledge about the 

business, leadership and lifestyle) 
• experimentation (including proactiveness) 
• human resources and human capital (including having good operations, good staff, job design, staff 

incentives and motivation, team culture, team knowledge, formal education, formal skills training, in-
house training and organisation structure) 

• operations (including management systems and quality control) 
• resource awareness (including financial investment and resource management) 
• strategy and planning (including planning, vision, strategic view of the business and portfolio 

management) 
 
The first step in this second stage of the study was to develop an inventory of innovation capability 

questionnaire items from these 46 categories and carry out a survey to gather data to reduce the number of items 
and to confirm the dimensions of innovation capability for general hotels. The reduced number of items and 
dimensions would then be used to investigate the relations between the innovation capability construct and 
business performance. 

Innovation capability and business performance  
Conceptual papers addressing innovation capability argue a positive relationship between IC and firm 
performance. For example Hurley and Hult (1998, p. 44) argue that this capability allows firms to ‘develop a 
competitive advantage and achieve higher levels of performance’. Similarly, Lawson and Samson (2001, p. 389) 
propose that ‘the stronger the innovation capability possessed by a firm, the more effective will be their innovation 
performance. The literature also indicates a positive relationship between innovation performance and enhanced firm 
performance’. 

 
Research has shown that firms with good IC do in fact have a sustained competitive advantage and use it to 

achieve higher levels of performance (Alvarez & Barney 2001). The relatively few published empirical IC 
studies have been in the manufacturing sector (Guan & Ma 2003; Yam, Guan, Pun & Tang 2004). These have 
focused primarily on product innovation, and identified a positive relationship between IC and firm performance. 
An Australian study across 12 industry sectors found a positive relationship between the measure of innovation 
capability and firm innovation performance (Terziovski & Samson 2007). 

 



An Empirical Study___________________________________________________________ 
 

    
 

5

There are no published studies of IC and the IC-firm performance relationship in the services sector and hotel 
sectors. This research, therefore, contributes to building an improved understanding of innovation in small 
service businesses, and in the hotel sector specifically.  

Hypothesis 1 
There is a positive relationship between innovation capability and business performance in the general hotel 
sector, 

Entrepreneurial orientation (EO) and business performance  
This construct has been investigated in many studies across a range of industry sectors, and these studies have 
used between one and five of the dimensions of entrepreneurial orientation (innovativeness, risk taking, 
proactiveness, competitive aggressiveness, and autonomy). 
 

A meta-analysis of 39 EO studies (Rauch et al. 2005; Rauch et al. 2009) showed that the correlation of EO 
with performance was positive and moderately large. In addition, the individual EO dimensions were found to 
relate to different degrees of performance. Innovativeness, proactiveness and autonomy were more strongly 
related to performance than competitive aggressiveness and risk taking. This review also found that EO had a 
stronger relationship with financial rather than non-financial indicators of performance implying that the major 
purpose of an entrepreneurial orientation is to improve financial outcomes rather than to improve other possible 
objectives of the business. Importantly, the study found that the dimensions and scales for measuring EO had 
been implemented across industry sectors, including service organisations, and in small as well as large 
businesses in many different countries.  
 

In addition, a hotel sector study of the EO—performance relationship in large five-star hotels located in 
mainland China, Hong Kong, Malaysia and Singapore used the standard EO items, and found a positive 
relationship between these measures and business performance (Jogaratnam & Tse 2006).  

Hypothesis 2 
There is a positive relationship between entrepreneurial orientation and business performance in the general 
hotel sector. 
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Chapter 3 

RESEARCH METHOD 

As detailed above, the research described in this report is based on earlier qualitative research.  

Measures Used  
The innovation capability measures were developed by the researchers as the first step in this stage of the study. 
This was done by examining each of the 46 categories relating to innovation activity that had been identified in 
the first qualitative stage of this study, and developing a single questionnaire item that best captured the essence 
of the particular category. Each item was worded so that it could be presented as a single statement Likert scale 
question to be scored on an 11 point scale, ranging from ‘0 = strongly disagree’ to ‘10 = strongly agree’. 
 

The use of 11 scale points was based on findings that 11 point scales have higher validity coefficients than 
seven point scales (Alwin 1997) and that 11 point scales are less affected by method variance (Darbyshire & 
McDonald 2004). In addition, a meta-analysis of published research studies showed that there was ‘a positive 
relationship between the number of scale points and reliability over the normal range of scale points’ (Churchill 
& Peter 1984, p. 366). A scale of 0 to 10 has the benefit of allowing the graphical presentation of results on a 
scale with which people are familiar, and this was an important aspect of the individualised benchmark reports 
that were sent to each hotel manager completing the questionnaire, and as shown in Appendix D. 

 
The measures for entrepreneurial orientation used in this research have been used in many previous studies, 

and are drawn from the literature in this field (Miller & Friesen 1982; Lumpkin & Dess 2001; Lumpkin, Cogliser 
& Schneider 2009). These are all bipolar Likert scales with descriptors at both ends, and managers were asked to 
provide an answer where ‘0 = strongly agree (with the descriptor on the left)’, through to ‘10 equals strongly 
agree (with the descriptor on the right) ‘. 

 
Performance was measured using Likert scale perceived measures of performance drawn from the literature 

(Li & Calantone 1998; Lumpkin & Dess 2001; Hughes & Morgan 2006). These are all single statement Likert 
scale questions to be scored on an 11 point scale, ranging from ‘0 = strongly disagree’ to ‘10 = strongly agree’. 

Pilot testing the questionnaire 
A questionnaire with the 46 innovation capability items was pilot tested by discussing and reviewing the 
questionnaire with an industry representative in South Australia, and then sending it to the 51 hotel owner-
managers who had been interviewed in the first qualitative stage of this study. This resulted in five 
questionnaires being received from South Australian hotels, and seven from hotels in other states (all of these 
responses were used in the subsequent analysis, as minor changes arising from this pilot study did not affect 
individual question items). 

Incentives for participants  
The incentive for hotel managers to complete and return the questionnaire was that they would receive a 
benchmark report presenting the results that they had given for their hotel, compared with the average results for 
similar hotels. This had been identified in the first stage of the study as an attractive incentive to hotel managers. 
This was particularly so because hotel managers are subject to a continuous stream of questionnaires, primarily 
from the many regulatory bodies that influence this industry, but managers were annoyed that they did not 
receive any information back as a result of these surveys. In addition, this approach was seen to be an important 
way to feed results back to the industry, in a way that would be directly useful to the individuals who had 
completed the survey. 
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Participants in the study  
The questionnaire was sent to hotels in South Australia that were members of the South Australian branch of the 
Australian Hotels Association (AHA). The South Australian branch posted a printed copy of the questionnaire to 
the members with whom the association normally communicated by fax, and e-mailed two copies of the 
questionnaire (one copy in the form of an Excel spreadsheet, and the other as an Acrobat document) to the 
members with whom the association normally communicated by e-mail. 
 

The sample frame included 424 hotels in South Australia that could be described as ‘general hotels’ that were 
either independent or members of small groups. This sample frame did not include the four or five-star hotel 
chains, or the larger chains of general hotels owned by Coles or Woolworths/Australian Leisure and Hospitality 
Group (ALH). 

 
The association sent a reminder e-mail or fax message as part of its regular communications with its 

members. This activity resulted in 40 completed questionnaires (9.4 percent of the sample frame). 
 
The association provided the researchers with a membership list including the names of managers and hotels, 

and their addresses and telephone numbers. Phone follow-ups were undertaken over a two-month period, and 
these generated a further 112 completed questionnaires (26.4 percent). 

 
The survey therefore included a total of 164 completed questionnaires, including 157 questionnaires from 

South Australian (36.8 percent of the sample frame), and seven responses from the pilot of the questionnaire in 
other states. 

 
 The survey sample was a good representation of the population (sample frame) in terms of the geographic 

distribution of hotels, as shown in Table 1. 
 

Table 1: Geographic distributions of the population of hotels and of the survey sample 

Region in South Australia Population (sample frame) Survey sample 
Central business district 10% 9% 
Capital city suburban 31% 27% 
Country and regional 59% 57% 
Anonymous returns N/A 7% 
Total 100% 100% 

 
Almost two thirds of the hotels that responded were individual hotels, as shown in Table 2. The survey 

therefore adequately covered the target market (hotels that were independent or members of small groups). 
 

Table 2: Numbers of independent hotels, and numbers in groups 

Details No. Respondents Survey sample 
Independent hotels 106 64.6% 
Hotels that were members of a group of 2 14 8.5% 
Hotels that were members of a group of 3 9 5.5% 
Hotels that were members of a group of 4 5 3.0% 
Hotels that were members of a group of 5 4 2.4% 
Hotels that were members of a group of 6 3 1.8% 
Hotels that were members of a group of 7 10 6.1% 
Hotels that were members of a group of 8 or more 13 7.9% 
Total 164 99.8% 

 
The hotels surveyed were characterised by a small number of full-time employees (mean of 7.3) and a larger 

number of hourly-paid employees (mean of 22.5), as shown in Table 3. 
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Table 3: Numbers of full-time and hourly-paid employees 

Number of employees % of hotels with the 
number of full-time 

employees 

% of hotels with the number 
of hourly-paid employees 

1 10.4% 0.6% 
2 15.2% 0.6% 
3 14.0% 2.4% 
4 12.8% 3.0% 
5 5.5% 2.4% 
6 to 10 13.3% 15.8% 
11 to 15 11.9% 14.6% 
16 to 20 3.6% 12.7% 
21 to 25 2.4% 9.8% 
26 to 30 1.8% 10.9% 
31 to 40 0.6% 12.0% 
41 to 50 1.2% 3.6% 
51 to 89 (maximum number) 0.6% 6.0% 
No response 6.1% 4.9% 
Total 99.4% 99.3% 

 
This study focused on general hotels or ‘pubs’ that offer a range of services to the public, and the profile of 

the hotels included in the study is summarised in Table 4. This shows that the large majority of pubs in the 
sample provided their customers with bar facilities, dining, takeaway alcohol, and gaming machines (and/or 
Totalisator Agency Board or TAB betting on sporting events). Less than half of the hotels provided 
accommodation, and these hotels were generally located in the country and regional centres. 

 

Table 4: Activities managed by the hotels surveyed 

Area of activity Proportion of hotels with that 
area of activity 

Bar/front bar 97.6% 
Dining 96.3% 
Take-away (separate bottle shop) 52.4% 
Take-away (over the bar) 50.6% 
Accommodation 45.7% 
Gaming / TAB 82.3% 
Sports bar 39.6% 

 
A majority of the hotels surveyed were family businesses (58.5 percent), and almost half (42.7 percent) 

owned their property (freehold). 
 
Respondents were predominantly male (76.1 percent), and their mean age was 44.5 years (and this was also 

the median age for this sample). The distribution by age is shown in Table 5. 
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Table 5: Age distribution of those completing the questionnaire 

Age Proportion of those completing 
the questionnaire 

22 (minimum) to 25 years 4.3% 
26 to 30 8.5% 
31 to 35 12.2% 
36 to 40 12.2% 
41 to 45 16.5% 
46 to 50 15.9% 
51 to 55 12.8% 
56 to 60 6.7% 
61 to 65 8.5% 
66 to 69 years (maximum) 1.8% 
No response 0.6% 
Total 100.0% 

 
Participants had a mean of 19.6 years of experience in the industry, and this was also the median for this 

sample. This indicates that the majority had spent a considerable number of years in the hospitality sector, as 
shown in Table 6. 
 

Table 6: Years of industry experience of those completing the questionnaire 

Years of experience in the 
industry 

Proportion of those completing 
the questionnaire 

1 to 5 years 8.5% 
6 to 10 15.2% 
11 to 15 18.9% 
16 to 20 19.5% 
21 to 25 11.0% 
26 to 30 12.8% 
31 to 35 4.3% 
36 to 40 4.3% 
41 to 45 2.4% 
46 to 53 years (maximum) 2.4% 
No response 0.6% 
 100.0% 

 
Participants had worked in their current hotel for an average of 6.9 years, and the median for this sample was 

four years. The distribution is shown in Table 7. 
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Table 7: Years of working in current hotel of those completing the questionnaire 

Years of working in the current 
hotel 

Proportion of those completing 
the questionnaire 

1 year 16.5% 
2 years 14.6% 
3 10.4% 
4 9.8% 
5 7.3% 
6 6.1% 
7 3.0% 
8 6.1% 
9 2.4% 
10 3.7% 
11 to 15 9.1% 
16 to 20 3.0% 
21 to 25 1.2% 
26 to 30 0.6% 
31 to 40 1.2% 
41 to 47 (maximum) 1.8% 
No response 3.0% 
Total 100.0% 

 
In general, the people completing the questionnaire had a relatively modest level of education for the 

complexity of the business and its environment (as shown in Table 8). This finding supports the view of most 
managers interviewed in Stage 1 of this study that formal education was not very useful or valuable. 
 
 

Table 8: Level of education of the person completing the questionnaire 

Education level of the respondent Proportion of those completing 
the questionnaire 

Secondary school 41.6% 
Certificate 1 1.8% 
Certificate 2 1.8% 
Certificate 3 6.7% 
Certificate 4 12.8% 
TAFE diploma 7.3% 
TAFE advanced diploma 7.9% 
Undergraduate degree 15.9% 
Honours degree 1.2% 
Postgraduate degree 0.6% 
No response 2.4% 
Total 100.0% 
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The survey was to be completed by the hotel manager, and this was generally the case, as shown in Table 9. 
 

Table 9: Position held by person completing the questionnaire 

Position held by respondent Proportion of those completing 
the questionnaire 

Hotel manager, general manager, 
venue manager, site manager 

83.0% 

Director/owner/partner 13.4% 
Commercial manager, marketing 
manager, operations manager 

3.0% 

No response 0.6% 
Total 100.0% 

 
In summary, the profile of the sample is a good representation of the sample frame in terms of the geographic 

spread and the number of independent hotels. The range of activities provided was a good representation of the 
typical pub in South Australia. Managers were generally older with 19 years or more experience in the industry, 
but with relatively low levels of formal education for the complexity and dynamism of this sector.  
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Chapter 4 

RESULTS 

As questionnaires were received, the data was checked, entered into an Excel spreadsheet, consolidated and then 
converted into an SPSS data file. 

Reducing the Number of Items in the Innovation Capability Scale 
A major purpose of this study was to reduce the number of items to measure innovation capability. This was 
carried out using structural equation modelling (SEM), using Amos 17.0 
 

Each of the nine dimensions that had been identified in the previous stage of the research was separately 
analysed as a one-factor congeneric measurement model, and this resulted in a reduction of the number of items 
for those dimensions for which the SEM model would run. The Cronbach Alpha for the reduced number of items 
in each dimension was then checked, and items removed as appropriate. This resulted in an overall reduction 
from 46 to 27 items. 

 
The 27 items spread across the nine dimensions were then combined as shown in Figure 2. Details of the 

items are included in Appendix A. These nine dimensions and 27 items were used to prepare the personalised 
benchmark reports that were sent to each of the hotel managers who had completed the questionnaire, and had 
requested this report, and had provided their contact details. An example of this benchmark report is included in 
Appendix B. 
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Figure 2: Reduced Innovation Capability model with nine dimensions and 27 items 
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This 27 item model was run with items being removed as appropriate, based on their residual weights. As 
items were removed, dimensions were also deleted at the stage when they had only one item attached to them. 

 
This process resulted in a two-factor solution, as shown in Figure 3. 
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Figure 3: Reduced Innovation Capability model with 2 dimensions and 6 items 
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Details of the dimensions and their items are included in Table 10. 

 

Table 10: Details of the Innovation Capability two-dimension solution 

Original 
dimension 

New 
dimension 

Questionnaire item (single Likert scale questions) Cron-bach 
alpha 

6 Manager 
attributes 

IC19. Our management team is completely engaged, and put in 
a lot of hours, running this business. 

6 Manager 
attributes 

6 Management 
commitment 

IC20. Our management team has a very good grasp of the 
details of the operations of the business. 

.771 

7 HR & human 
capital 

IC30. Our staff all receive comprehensive in-house training 
(apart from training required by regulation).  

8 Resource 
awareness 

IC34. We continually invest in upgrading and improving our 
systems. 

9 Operations IC36. We are very good at using our information systems to 
help us to monitor our business. 

9 Operations 

9 Learning and 
monitoring 
systems 

IC37. We have very clear operating procedures to make sure 
that our business runs very efficiently (for areas other than 
those covered by regulations). 

.790 

 
This grounded approach that investigated innovation behaviour in these small service businesses indicates 

that innovation capability can be described by two dimensions that reflect management commitment and grasp of 
the business, and the learning and information monitoring systems. 

 
This two factor solution was used in the following analysis to investigate the relationship between innovation 

capability and performance. 
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The Entrepreneurial Orientation (EO) Scale for the Hotel Sector 
The first stage of this research established that the dimensions of entrepreneurial orientation that had been used 
in the number of industry sectors appeared to be relevant to smaller service enterprises (hotels) in Australia. The 
quantitative stage of this research used question items taken from the literature. These questions are identified in 
Appendix B, and details are in the complete questionnaire in Appendix C. 
 

Results for the items making up the entrepreneurial orientation dimensions were first checked for normality. 
This showed that some items making up the dimensions of competitiveness and autonomy were bimodal, and 
this resulted in only the dimensions of innovativeness, risk taking and proactiveness being used for this analysis.  

 
This outcome is not inconsistent with the literature. Although Lumpkin and Dess (1996) conceptualise 

entrepreneurial orientation to include autonomy, innovativeness, risk taking, proactiveness, and competitive 
aggressiveness, not all of these dimensions have been universally embraced by other researchers, who have 
implemented the three most commonly used dimensions of innovativeness, risk taking, and proactiveness (Covin 
& Slevin 1991; Zahra, Shaker A 1991; Kreiser, Marino & Weaver 2002; Marino, Strandholm, Steensma & 
Weaver 2002). Because the weightings for the items making up the innovativeness dimension varied greatly, the 
H Coefficient was used to assess scale reliability, and the results were satisfactory for each of these three 
dimensions (.81 for innovativeness, .86 for risk taking, and .85 for proactiveness). 

 
Each of these three dimensions was separately analysed as a one-factor congeneric measurement model, and 

this resulted in a reduction of the number of items for those dimensions for which the SEM model would run. 
The three dimensions were combined in a structural equation model using Amos 17.0, as shown in Figure 4. The 
13 questions are identified in Appendix B. 

 

Figure 4: Entrepreneurial Orientation model with 3 dimensions and 13 items 
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This 13 item model was run with items being removed as appropriate, based on their residual weights. As 
items were removed, dimensions were also deleted at the stage when they had only one item attached to them. 

 
This process resulted in a one-dimension solution, as shown in Figure 5. This dimension includes one 

innovation item and three risk-taking items, and is labelled ‘Innovative Risk Taking’. 
 

Figure 5: Entrepreneurial Orientation reduced model with 1 dimension and 4 items 
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Details of this dimension and its items (that are all bipolar Likert scale items, with descriptors at both ends) 
are included in Table 11. 

 
 

Table 11: Details of the Entrepreneurial Orientation one-dimension solution 

Original 
dimension and 
item 

Item (Likert scale left hand descriptor) Item (Likert scale right hand descriptor) 

Innovativeness 
IN1 (item E10 
in 
questionnaire)  

In general, in my business, we favour a 
strong emphasis on the marketing of tried 
and true products or services. 

In general, in my business, we favour a strong 
emphasis on developing and marketing new 
products and services based on technical 
leadership. 

Risk taking 
RT2 (item E8 in 
questionnaire) 

In general, in my business, we believe that, 
owing to the nature of the environment, it 
is best to explore it via careful, incremental 
behaviour. 

In general, in my business, we believe that, 
owing to the nature of the environment, bold, 
wide-ranging acts are necessary to achieve the 
firm’s objectives. 

Risk taking 
RT3 (item E7 in 
questionnaire) 

In general, in my business, we prefer to 
study a problem thoroughly before 
spending money to solve it. 

In general, in my business, we are quick to 
spend money on potential solutions if 
problems are holding us back. 

Risk taking 
RT5 (item E12 
in 
questionnaire) 

When confronted with decision-making 
situations involving uncertainty, my 
business typically adopts a cautious ‘wait 
and see’ posture in order to minimise the 
probability of making costly decisions. 

When confronted with decision-making 
situations involving uncertainty, my business 
typically adopts a bold, aggressive posture in 
order to maximise the probability of 
exploiting potential opportunities. 

 
These results indicate that the innovativeness item has a strong risk component, and this suggests that hotel 

managers see entrepreneurial orientation as being primarily about risk-taking. This finding is consistent with the 
conclusions of the analysis of the innovation capability dimensions and items, where innovation was seen as 
being largely concerned with an operational focus on incremental improvement/innovation, or continuous 
improvement. This suggests that managers see that an entrepreneurial strategy is associated with the risk 
evaluations of possible new activities, that might to result in incremental improvements/innovations. 
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Relationships between innovation capability (IC), entrepreneurial orientation 
(EO) and business performance 
These relationships were explored using structural equation modelling (SEM), using Amos 17.0  
 

The first step was to analyse the performance dimension as a congeneric one dimension model, and this 
reduced the number of items from nine items to five items. These five items are shown in Table 12 (and details 
appear in the complete questionnaire in Appendix C). 
 

Table 12: Details of the performance items 

Item label Item description/question (single Likert scale questions) 
Performance  PER1 (item F5 in 
questionnaire)  

Over the last year, our business has generated a high sales 
revenue. 

Performance  PER3 (item F7 in 
questionnaire) 

Over the last year, the performance of our business has been 
very satisfactory. 

Performance  PER4 (item F8 in 
questionnaire) 

Over the last year, our business has been very successful. 

Performance  PER5 (item F9 in 
questionnaire) 

Over the last year, our business has fully met our management 
team’s financial expectations. 

Performance  PER9 (item F13 in 
questionnaire) 

Over the last year, we have been very successful at retaining 
our customer base. 

 
The next step was to construct a SEM measurement model to include innovation capability (with two 

dimensions and six items, as described above), entrepreneurial orientation (with one dimension and four items, 
as described above), and the reduced-item performance variable (with five items). This measurement model was 
then used to reduce items in each of the dimensions. The resulting model was then converted into a structural 
model to identify the relationships between the dimensions, and this final model is shown in Figure 6. 
 

Figure 6: Final structural model showing the relationships between innovation capability, entrepreneurial 
orientation and firm performance 
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This model shows a strong positive relationship between the two innovation capability dimensions and 
business performance, and that the relationships displayed explain 30 percent of the performance variance.  
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The model also shows a very weak relationship between the entrepreneurial orientation construct of 
innovative risk taking and business performance, as well as very weak correlations between the two innovation 
capability dimensions and the entrepreneurial orientation construct. This suggests that the entrepreneurial 
orientation dimension of innovative risk taking contributes very little to business performance, and has only a 
very small influence on the innovation capability dimensions shown in this model. 

 
This lack of a significant relationship between entrepreneurial orientation and performance is confirmed by 

removing the entrepreneurial orientation construct of innovative risk taking dimension from this model. The 
weightings of the relationships between innovation capability dimensions and business performance do not 
change significantly, and those two dimensions by themselves explain 29 percent of performance variance 
(compared with 30 percent in the model shown above). 

Hotel manager comments and feedback on the benchmark reports 
A 12 page benchmark report was sent to each manager who participated in the survey, and requested a copy. 
These reports included summary charts showing the nine dimensions of innovation capability that were 
identified in the first stage of this study, five dimensions of entrepreneurial orientation, key external and internal 
influencing factors, performance indicators, as well as demographics of the hotels surveyed, together with 
explanatory comments on these charts and the dimensions. An example of this benchmark report is included as 
Appendix D. 
 

In particular, results were benchmarked against the average of similar hotels that responded to the survey. 
Hotels were grouped on the basis of: 

• their size in terms of the total number of staff on their payroll 
• their activities in terms of their offering a bar/front bar, dining, takeaway/takeaway over the bar, gaming 
• their location in terms of being in the central business district, in the capital city suburbs, or in the 

country 
• whether they were independent, or part of a group. 
 

This segmentation was suggested by a member of the industry, and meant that hotels could compare their 
responses with those of hotels with a similar profile. 

 
A total of 127 benchmark reports were sent by e-mail to participating hotels, and 21 were sent by post. The 

other 16 hotels in the sample (10 percent) submitted anonymous responses, and therefore did not request a 
benchmark report. 

 
The last page of the benchmark report included a short evaluation questionnaire, and this was also made 

available as an online survey. 
 
A total of 40 evaluation questionnaires were received, as a result of a phone follow-up with each hotel 

manager who had been sent a benchmark report, and this was carried out 6 to 10 weeks after sending them the 
reports. This number of responses represented 27 percent of the hotels that had been sent a benchmark report, 
and 24 percent of the hotels completing the survey. 

 

Table 13: Geographic distributions of the survey sample and of the hotels providing feedback reports 

Region in South Australia Survey sample (n=164) Evaluation Responses (n=40) 
Central Business District 9%  
Capital city suburban 27% 35% 
Country and regional 57% 53% 
Anonymous returns 7% 12% 
 100% 100% 

 
Managers were asked to assess the usefulness of the benchmark report using a scale from ‘0 = waste of time’, 

through to ‘10 = superb’. The responses are shown in Figure 7, with a mean average of 6.8, and a standard 
deviation of 2.1  
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Figure 7: Hotel manager evaluation of the benchmark reports 

 
 

 
 
Overall, this was a positive response to the reports. The managers who rated the usefulness highly (with a 

score of 8 or more out of 10) included comments such as: 
• I think that all parts of the report were good. As a hands-on owner of a medium sized hotel I don’t often 

get the time to see how my pub measures up. What I found out from the report was extremely useful.  
• Breaking up the study into different components was very useful. It highlighted our strengths and 

weaknesses. Having an explanation for each item measured was also very useful. 
• I found it endorsed that we weren’t doing the wrong things. We were about the average. At least we 

going in the right direction and this was very useful to know. 
• It gives a basic outline. It makes me have a look at the way I’m running my business and focus on areas 

I know I should improve. 
 
Managers who scored the usefulness at a moderate level (with a score between 5 and 7 out of 10) included 

comments such as: 
• Interesting to read. However, as I’ve been in the industry for a long time, I felt I already knew the 

results. I’m sure a lot of pubs would find this very useful and relevant. 
• Interesting to see how we go as a little pub in a big pond. Once I understood how it was categorised, I 

could identify areas to improve in our hotel. 
 
Managers who rated the usefulness at a relatively lower level included comments such as: 
• We are a fairly small organisation, so I didn’t feel that there was a lot that was relevant. 
• Can’t see the use in it, as every pub is different and it’s very hard to compare. 
  

Managers were asked to suggest how the reports might be improved. There were only a few suggestions and 
these are produced verbatim: 

• Have done a number of these types over the years, and generally find myself as the devil’s advocate. 
This type of general self analysis would obviously be more suitable to a workshop environment, 
where examples highlighted are more useful, but you still have to put the whole thing into practice. 

• Report quite concise in the explanation, so can’t think of too much more to add. 
• It would be handy to have a bit more specific benchmarking in relation to wage cost percentages, 

breakdown of revenue percentages in departments, expenditure percentages on things like 
advertising, rents, etc. 

• It would be good if areas of Best Practice were identified at businesses that took the survey and 
maybe circulated (with permission) to other businesses to assist in building the industry in the state. 

• You need to be much more specific. The report seemed to generalise. 
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• The language in the survey appeared to be more relevant to large chains and to five-star hotels than 
to small independent pubs. 

These comments indicate that a small number of managers are interested in more detailed operational 
benchmarking. 

 
A majority of those who responded (73 percent) said that they would attend a one-day workshop to help their 

business become more innovative and entrepreneurial. There were a few comments including: 
• I would be crazy not to come 
• it would be hard to get to Adelaide for a course. I’d like to find out about it and perhaps I could tie in 

with something else I need to do 
• especially if the other five top pubs were attending, otherwise it would be more for my staff 

  

Provision of information to participants 
148 Participants who completed the survey questionnaire and requested a personalised benchmark report for 
their hotel, were sent their report in October 2009. They were also provided with links to the detailed report on 
the first stage of this study, and they were later contacted to provide feedback and comments on their benchmark 
report. 
 

All participants will have access to this report through Sustainable Tourism Cooperative Research Centre 
(STCRC). 
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Chapter 5 

FINDINGS 

The researchers developed a questionnaire based on the first stage of this study, and this was completed by a 
total of 164 hotel managers, primarily from South Australia. The profile of the sample is a good representation of 
the sample frame in terms of the geographic spread and the number of independent hotels. The range of activities 
that these hotels offered their customers was a good representation of the typical pub in South Australia. 
 

The quantitative data obtained was analysed using structural equation modelling. The findings have been 
grouped as follows: 

• the key elements of innovation capability 
• the key elements of entrepreneurial orientation 
• the relationships between innovation capability and entrepreneurial orientation, and business 

performance 

The Key Elements of Innovation Capability 
Whereas prior studies developed IC scales primarily based on a review of the literature, the approach adopted in 
this research was more comprehensive in that while the relevant literature was reviewed and formed a context for 
the research, scale development was informed by the relevant participant feedback, commentary, and 
questionnaire responses. Thus, the scale developed in this research emerged through a comprehensive modified 
grounded theory process involving incorporation of aspects of the literature, in-depth interviews with hotel 
managers, development of a questionnaire which was piloted, and then the use of the modified piloted 
questionnaire to collect data from the target population. 
 

The research started with 46 items developed as single-statement Likert scale questions (based on in depth 
discussions with hotel managers and owners), and spread over nine dimensions. The construct was distilled 
down to a two-factor, six item solution. The results suggest that in the hotel industry, IC is founded upon 
manager attributes and operations attributes, as shown in Table 14.  
 

Table 14: Innovation Capability dimensions and items resulting from the research 

 
IC dimension Item 

Our management team is completely engaged, and put in a lot of hours, in 
running this business. 

Management 
commitment/manager 
attributes  Our management team has a very good grasp of the details of the operations of 

the business. 
Our staff all receive comprehensive in-house training (apart from training 
required by regulation) . 
We continually invest in upgrading and improving our systems. 
We are very good at using our information systems to help us to monitor our 
business. 

Learning and monitoring 
systems/operational 
attributes 

We have very clear operating procedures to make sure that our business runs very 
efficiently (for areas other than those covered by regulations). 
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The nature of these two dimensions appear to be largely operational. That is, they reflect that an important 
prerequisite for innovation is to have a smoothly running business with adequate management, trained staff; up-
to-date systems that staff know how to use, and where management knows how to run the business competently 
and smoothly. These capabilities appear to be consistent with the nature of innovations that were identified in the 
first qualitative stage of this study; these were primarily incremental and continuous improvement innovations to 
build existing revenue streams, with very few examples of innovations that resulted in new revenue streams 
(radical or ‘newstream’ innovations—Kanter 1989). These therefore appear to be the capabilities needed to 
support continuous innovation (incremental improvement) across existing business activities, rather than 
breakthrough or radical innovation.  

 
This is an important finding which supports the suggestion that ‘there may be different emphasis on elements 

required for radical versus incremental innovation’ (Lawson & Samson 2001, p. 396). This conclusion also 
supports the proposition from the operations management field that there are two different ‘innovation 
management archetypes’ with different capability requirements (Bessant et al. 2005, p. 1371). That is, the 
research in this study has identified the capabilities needed to support ‘steady state’ innovation, rather than 
discontinuous innovation; and this is more appropriate for a mature and small business such as the general hotel. 
In addition, these items represent a parsimonious set of questions to measure the innovation capability construct 
for this type of business. 

The Key Elements of Entrepreneurial Orientation 
The study identified three useable dimensions of entrepreneurial orientation: innovativeness, proactiveness and 
risk taking, which are the most, widely-used and supported dimensions in the literature. These were distilled 
down to a one-dimension factor with four items shown in Table 15. These are all bipolar Likert scale questions, 
with descriptors at both ends. These items therefore represent a parsimonious set of questions to measure the 
entrepreneurial orientation constructed for this type of business. 
 

Table 15: Entrepreneurial Orientation dimensions and items resulting from the research 

EO dimension  Item (left hand descriptor for the 
question) 

Item (right hand descriptor for the 
question) 

In general, in my business, we favour a 
strong emphasis on the marketing of tried 
and true products or services. 

In general, in my business, we favour a strong 
emphasis on developing and marketing new 
products and services based on technical 
leadership. 

In general, in my business, we believe that, 
owing to the nature of the environment, it 
is best to explore it via careful, incremental 
behaviour. 

In general, in my business, we believe that, 
owing to the nature of the environment, bold, 
wide-ranging acts are necessary to achieve the 
firm’s objectives. 

In general, in my business, we prefer to 
study a problem thoroughly before 
spending money to solve it. 

In general, in my business, we are quick to 
spend money on potential solutions if 
problems are holding us back. 

Innovative risk 
taking 

When confronted with decision-making 
situations involving uncertainty, my 
business typically adopts a cautious ‘wait 
and see’ posture in order to minimise the 
probability of making costly decisions. 

When confronted with decision-making 
situations involving uncertainty, my business 
typically adopts a bold, aggressing posture in 
order to maximise the probability of 
exploiting potential opportunities. 

 
These items indicate that hotel managers see entrepreneurial orientation as being primarily about risk taking, 

and that they see that their strategic challenge is to find a balance between ‘playing it safe’ and ‘taking a 
gamble’. This finding is consistent with the outcome of the analysis of the innovation capability dimensions and 
items for hotels. In particular, innovation as an aspect of management is seen as being largely concerned with an 
operational focus on incremental improvement/innovation, or continuous improvement, and that an 
entrepreneurial strategy appears therefore to be associated with the risk evaluations of possible new activities, 
which are likely to result in incremental improvements/innovations. 
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Relationships between innovation capability, entrepreneurial orientation and 
business performance 

 
Analysis of these three constructs using structural equation modelling shows that the two innovation capability 
constructs (as determined previously) have a positive relationship with business performance, and by themselves 
account for 29 percent of the variance in business performance. It can be noted that the operations dimension of 
innovation capability has a greater impact on business performance than the manager attributes dimension. 

 
Hypothesis 1 
There is a positive relationship between innovation capability and business performance in the general hotel 
sector is therefore supported. This is in line with the findings of the very limited number of empirical studies of 
innovation capability, as well as with theories of innovation. 

 
However, as shown in Figure 6, the entrepreneurial orientation construct of innovative risk taking has almost 

no impact on business performance, and in addition has very low correlations with the two dimensions making 
up innovation capability. 

Hypothesis 2 
There is a positive relationship between entrepreneurial orientation and business performance in the general 
hotel sector is therefore not supported. This finding contradicts a number of studies in this field. 

 
These two findings, however, are consistent, and they can be explained by considering the nature of these 

small service businesses that operate in a very mature industry where innovation is incremental and continuous. 
These are businesses where financial success requires that management attention and action be focused at two 
levels: 

• firstly at the level of ‘doing things well’, by ensuring smooth and trouble-free operations with a 
minimum of variance in activities. This level implies a focus on operations management to provide 
assurance of delivery to a particular standard, and a particular efficiency level. In effect, this level of 
management attention avoids change and innovation. 

• secondly at the level of ‘doing things better’, by implementing continuous improvement to existing 
activities to respond to perceived changes in customer needs and the immediate competitive 
environment (as these are principally local businesses), as well as to changes in the regulatory 
environment. This level implies a focus on operations improvement to achieve improved productivity or 
yield, and increased efficiency. This level of innovation includes incremental and continuous innovation 
to improve productivity and efficiency. 

 
This conclusion is consistent with the observations in Stage 1 of this study, where the very large majority of 

innovations identified were incremental and continuous in nature, and there were very few examples of 
innovations that generated new revenue streams. In effect, businesses in this sector are not very likely to be 
engaged in the third level of ‘doing new things’ that involves identifying, exploring and developing new 
activities that will create a new revenue stream; this requires a focus on entrepreneurship, with significant change 
and innovation. These three levels are taken from Tranfield, Young, Partington, Bessant and Sapsed (2003). 
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Hotel manager feedback on the Benchmark Reports 
Each manager who was contacted for this stage of the study was offered a benchmark report that presented the 
key results of the study for their hotel, benchmarked against the average for those hotels with a similar profile in 
terms of their size (measured by their payroll), their activities, their location and their status as independent or as 
a member of a group. A total of 148 benchmark reports were distributed, and 40 managers responded to a study 
to obtain their evaluation of these reports.  

 
Overall, managers considered the reports to be a useful way to provide a profile of their hotel, and a 

comparison with similar hotels that they would otherwise not have been able to obtain. For some managers, the 
report reassured them that they were ‘doing the right things’, while others would have preferred a more detailed 
benchmarking report. 

 
Most of the managers who responded stated that they would attend a one-day workshop on building a more 

innovative and entrepreneurial business, and that would help them to make full use of the information in the 
benchmark report. 
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Chapter 6 

SUMMARY OF FINDINGS 

This report covers the second stage in a project to investigate and identify the appropriate dimensions of 
innovation capability for general hotels, and to explore the relationships between innovation capability and firm 
performance, and between entrepreneurial orientation and firm performance. 
 

The following questions were explored in this research: 
• What are the key factors that are important in supporting innovation activities in general hotels (that is, 

their innovation capabilities)? 
• What are the relationships between innovation capability, entrepreneurial orientation and performance 

of these businesses? 
 

This quantitative research found that operational factors are the most important in supporting innovation 
activities in these hotels. This finding is consistent with the conclusions in the first qualitative stage of this study 
that hotel managers are primarily concerned with incremental and continuous innovation that is driven by 
customer demand, competitive pressures and regulatory requirements. In practice, the findings mean that 
managers, at the least, need to be focused on running the business with a great deal of attention on the details of 
its operations, and that they need to practice systems and methods improvements and implementation to ensure 
smooth running of the business. It is the smooth running of the business, with the ability to incorporate 
incremental and continuous innovation that allows these businesses to be successful. 

 
The research found that there is a positive relationship between innovation capability and business 

performance, and the measure of innovation capability accounts for 29 percent of the variance in performance. 
The research showed, however, that entrepreneurial orientation does not have significant impact on performance, 
and also does not have a significant correlation with measures of innovation capability. 

 
These findings are consistent, given the context of these small service organisations that operate at a local 

level in a highly regulated business environment. In this situation, the focus of management is on maintaining 
smooth operations that meet business performance/profitability expectations as well as the requirements of 
regulations across all of the key aspects of hotel performance (such as the serving of alcohol, serving of food, 
gaming, occupational health and safety). 

 
In this situation, innovation (as identified in the first stage of this study) is primarily incremental and 

continuous in nature and has the objective of improving yields and efficiency. In addition, this is not an 
operating environment that is conducive to entrepreneurial activities, and this very likely accounts for the finding 
that entrepreneurial orientation can be represented as a single dimension of ‘innovative risk taking’. This means 
that, for most hotel managers, entrepreneurship is identified closely with taking risk.  

 
A follow-up study of managers, who had received benchmark reports on their business that compared their 

responses with those of hotels with a similar profile, showed that a majority were interested in workshops that 
would help them to develop the ability of their business to support innovation, and to apply the findings 
presented in the benchmark reports. 
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Chapter 7 

CONCLUSION 

This report presents the findings of the second quantitative stage of a study to identify the dimensions of 
innovation capability in ‘general hotels’ or pubs (as examples of small service businesses), and to explore the 
relationships between innovation capability and business performance, and entrepreneurial orientation and 
business performance. 
 

The research found that dimensions of innovation capability in this sector are different to those identified in 
previous studies. In particular, the two key dimensions identified in this study reflect operational and managerial 
aspects of the business that primarily address the smooth running of the business, and innovation is seen to be 
essentially incremental and continuous, with very few examples identified of ‘newstream’ innovation to create 
new revenue streams. 

 
The research found that innovation capability had a positive relationship with business performance. 
 
A further finding is that entrepreneurial orientation is perceived to be primarily about risk taking. This also 

fits the context of small service organisation operations operating at the local level and in a highly regulated 
environment. 

 
Entrepreneurial orientation was found to have almost no impact on business performance, and was not 

significantly correlated to the innovation capability dimensions. This means that, for the pubs surveyed, 
entrepreneurial strategy did not play a role in influencing business performance. 

 
For the industry, the findings in this report provide a framework for developing training and professional 

development workshops for pub managers to build their ability to develop and implement innovation activities to 
enhance the competitiveness of their businesses (these workshops are planned as a follow-on project following 
the completion of the next stage of this study). A follow-up study of hotel managers indicated that a sizeable 
proportion was interested in workshops of this nature.  

 
Although entrepreneurial orientation was not found to be significant for these businesses, these findings 

provide a framework for professional workshops to help those managers who wish to develop their businesses to 
operate in a more entrepreneurial manner in identifying and exploiting opportunities to build their business, and 
perhaps to develop activities that will generate new revenue streams. 

 
For researchers, the findings in this report provide insights into the constructs of innovation capability and 

entrepreneurial orientation, and their relationship with performance in this sector of small, local, and highly 
regulated service businesses. This report also identifies the specific dimensions that are important for supporting 
innovation activities in this type and size of service business. This information can be valuable for tracking the 
practices and behaviours of general hotels, with a view to establishing benchmarks that allow individual 
businesses, as well as the sector, to monitor the ability to support innovation. The benchmark reports 
implemented as part of this study present a model that could be implemented more broadly. 

 
For regulators, this report confirms that innovation in this sector is very much constrained to being 

incremental and continuous, and it is very likely that the significant levels of regulation in this sector are a major 
cause for this situation. The findings suggest that hotel managers are very much focused inwards with a business 
improvement perspective (if they are thinking about innovation at all), rather than looking outwards to identify 
ways to build and improve their businesses through activities designed to generate new revenue streams. The 
researchers suggest that this constrains the potential for dynamism and real growth in this sector, and that a 
lighter regulatory burden would help hotels to become a more entrepreneurial and innovative industry that would 
contribute more to the Australian economy.  
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APPENDIX A:  INNOVATION CAPABILITY QUESTION ITEMS 

This appendix lists the 27 question items in the nine dimensions included in the reduced structural equation 
model shown in Figure 1. These were all presented as Likert scale questions were respondents were asked to 
indicate a score ranging from ‘0 = strongly disagree’, through to ‘10 = strongly agree’.  
 

Dimension Questions 
43. We have very good knowledge of the regulations that affect our business and the 
ways in which they might prevent us innovating. 
44. We have very good relations with regulatory bodies, and this helps us to 
implement innovations. 

1. Environmental 
awareness 

46. We have very good knowledge of local government regulations and the ways in 
which they might prevent us from innovating. 
7. We have strong relationships with our suppliers. 
8. We have strong relationships with local businesses and associations. 
9. We have strong relationships with other hotel managers (who are not in our 
group). 

2. Alliances 

10. We have strong relationships with our industry association. 
11. We have very good knowledge about customer expectations and needs. 
12. We are very good at getting customer feedback. 

3. Customer 
intelligence 

41. We have very good knowledge about the types of innovations that our customers 
will accept or reject. 
13. We continually take the initiative in implementing changes. 4. Experimentation 
14. We continually experiment with changes in all aspects of our business. 
15. We have a very clear vision of the future of our business. 
16. We continually plan for the development of our business. 

5. Strategy & 
planning 

17. We continually look for ways in which we can balance activities across the 
different areas of our business. 
19. Our management team is completely engaged, and put in a lot of hours, running 
this business. 
20. Our management team has a very good grasp of the details of the operations of 
the business. 

6. Manager attributes 

21. Our management team has a very good general knowledge of the industry. 
25. We have a workplace culture that strongly supports innovation. 
29. Our staff all receive extensive formal skills training in areas that are important to 
our business (apart from training required by regulation). 
30. Our staff all receive comprehensive in-house training (apart from training 
required by regulation). 

7. HR & human 
capital 

31. We have an organisation structure that strongly supports innovation in each of 
our areas of activity. 
32. We continually invest in upgrading and developing our facilities. 
33. We continually review how best to allocate financial resources to the different 
areas of our business. 

8. Resource 
awareness 

34. We continually invest in upgrading and improving our systems. 
36. We are very good at using our information systems to help us to monitor our 
business. 

9. Operations 

37. We have very clear operating procedures to make sure that our business runs very 
efficiently (for areas other than those covered by regulations). 
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APPENDIX B: ENTREPRENEURIAL ORIENTATION QUESTION 
ITEMS 

This study implemented entrepreneurial orientation items taken from literature. This table provides the source for 
each dimension, identifies the codes that were used in the structural equation modelling analysis, and provides 
the corresponding number of each question in the attached questionnaire 
 
Dimension Source Dimension codes Number in 

questionnaire 
Innovativeness IN1, IN2, IN3, 

IN4, IN5 
E10, E11, E1, 
E16, E4 

Risk taking 

Miller, D & Friesen, PH 1982, ‘Innovation in 
conservative and entrepreneurial firms: two models of 
strategic momentum’, Strategic Management Journal, 
vol. 3, pp. 1–25. 

RT1, RT2, RT3 E6, E8, E7 

Pro-activeness 
 

PR1, PR2, PR3 E5, E13, E14 

Competitive 
aggressiveness 

Lumpkin, GT & Dess, GG 2001, ‘Linking two 
dimensions of entrepreneurial orientation to firm 
performance: The moderating role of environment and 
the industry life cycle’, Journal of Business Venturing, 
vol. 16, pp. 429–451. 

CA1, CA2, CA3 E9, E15, E3 

Autonomy Lumpkin, GT, Cogliser, CC & Schneider, DR 2009, 
‘Understanding and Measuring Autonomy: An 
Entrepreneurial Orientation Perspective’, 
Entrepreneurship Theory and Practice, vol. 33, no. 1, 
pp. 47–69. 

AU1, AU2, AU3, 
AU4 

E17, E18, E19, 
E20 
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APPENDIX C: QUESTIONNAIRE USED IN THIS STUDY 

INFORMATION ABOUT YOUR HOTEL YOUR ANSWER 
ABOUT YOUR 

HOTEL
Please answer  the following statements about 

your business, by giving each question a 
number corresponding to the appropriate 

answer on the scales on the right

Enter the 
appropriate 

number in the box 
below

 Location (state or territory)  
CD1 From the list on the right, please select the 

appropriate one
 

1 Queensland
2 New South Wales
3 Victoria
4 Tasmania
5 South Australia
6 Western Australia
7 Northern Territory
8 Australian Capital Territory

Location (city or region)  
CD2 From the list on the right, please select the 

appropriate one
 

1 Capital City Central Business District
2 Capital City Suburban
3 Country/Regional

Number of hotels in your group  
CD3 Please enter the number of hotels in your group  1 Independent hotel, otherwise enter the number 

of separate locations

CD4 Please enter the number of full-time staff on the 
payroll of this particular hotel

 

CD5 Please enter the number of casual or hourly paid 
staff on the payroll of this particular hotel

 

Areas of activity in this particular hotel
CD6 Please enter a number 1 in the appropriate space 

for each activity conducted in this hotel
 1 Bar/front bar

CD7 Otherwise, leave the box empty  1 Dining

CD8  1 Take-away (separate bottle shop)

CD9  1 Take-away (over the bar)

CD10  1 Accommodation

CD11  1 Gaming/TAB

CD12  1 Sports Bar

Number of full-time staff on the payroll in this particular hotel

Number of hourly paid or casual staff on the payroll in this particular hotel

 
CD14 Is your hotel a family business?  1 Yes

2 No

CD15  1 Yes - property is freehold
2 No - independent landlord

Does this hotel own the property, or is there a landlord?

 
CD14 Is your hotel a family business?  1 Yes

2 No

CD15  1 Yes - property is freehold
2 No - independent landlord

Does this hotel own the property, or is there a landlord?
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DRIVERS OF INNOVATION

Please answer the following statements about your business,     
by giving each question a whole number score out of 10,         

where 0 = 'Strongly Disagree through to 10 = 'Strongly Agree'

0 1 2 3 4 5 6 7 8 9 10
IC1 We have very good knowledge of our competitors’ strategies and 

activities
 

IC2 Our business has a very clear position in the marketplace  
IC3 We have very good knowledge of trends in our business environment  
IC4 We have a very good understanding of the technologies that affect our 

industry
 

IC5 We have very good knowledge of the regulations that affect our 
business

 
IC6 We are very good at thinking through the implications of possible 

changes in our business
 

IC7 We have very strong relationships with our suppliers  
IC8 We have very strong relationships with local businesses and 

associations
 

IC9 We have very strong relationships with other hotel managers (who are 
not in our group)

 
IC10 We have very strong relationships with our industry association  
IC11 We have very good knowledge about customer expectations and needs  
IC12 We are very good at getting customer feedback  
IC13 We continually take the initiative in implementing changes  
IC14 We continually experiment with changes in all aspects of our business  
IC15 We have a very clear vision of the future of our business  

0 1 2 3 4 5 6 7 8 9 10
IC16 We continually plan for the development of our business  
IC17 We continually look for ways in which we can balance activities across 

the different areas of our business
 

IC18 Managers in this business strongly support and drive innovation  
IC19 Managers are completely engaged in the running and development of 

this business
 

IC20 Managers have a very good grasp of the details of operations of the 
business

 
IC21 Managers have a very good general knowledge of the industry  
IC22 We have very good staff who have a good fit with our customers and 

our business
 

IC23 We are very prepared to redesign jobs to suit staff capabilities and 
interests

 
IC24 We have well developed incentive schemes to encourage staff to 

innovate
 

IC25 We have a workplace culture that strongly supports innovation  

YOUR RATING  OF THE 
CAPABILITY OF YOUR BUSINESS

Tick ONE BOX ONLY for each 
question (from 0 = STRONGLY 

DISAGREE through to 10 = 
STRONGLY ARGEE)
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DRIVERS OF INNOVATION

Please answer the following statements about your business,     
by giving each question a whole number score out of 10,         

where 0 = 'Strongly Disagree through to 10 = 'Strongly Agree'

0 1 2 3 4 5 6 7 8 9 10

YOUR RATING  OF THE 
CAPABILITY OF YOUR BUSINESS

Tick ONE BOX ONLY for each 
question (from 0 = STRONGLY 

DISAGREE through to 10 = 
STRONGLY ARGEE)

 
IC26 Our staff have very good knowledge of our customers  
IC27 Our staff have very good knowledge of the way that our business 

operates
 

IC28 Managers have completed formal education to help them innovate  
IC29 Our staff all receive extensive formal skills training in areas that are 

important to our business (in addition to training required by regulation)
 

IC30 Our staff all receive comprehensive in-house training (in addition to 
training required by regulation)

 
0 1 2 3 4 5 6 7 8 9 10

IC31 We have an organisation structure that strongly supports innovation in 
each of our areas of activity

 
IC32 We continually invest in upgrading and improving our facilities  
IC33 We continually review how best to allocate financial resources to the 

different areas of our business
 

IC34 We continually invest in upgrading and improving our systems  
IC35 We continually review how best to allocate staffing resources to the 

different areas of our business
 

IC36 We are very good at using our information systems to help us to monitor 
our business

 
IC37 We have very clear operating procedures to make sure that our 

business runs very efficiently (for areas other than those covered by 
regulations)

 

IC38 We have ready access to resources, including financial, to support 
innovation activities

 
IC39 Our staff have a very strong innovation mindset  
IC40 We have plenty of time to develop and implement innovations in our 

business
 
0 1 2 3 4 5 6 7 8 9 10

IC41 We have very good knowledge about the types of innovations that our 
customers will accept or reject

 
IC42 We have very good knowledge about whether competitors will or will not 

respond aggressively to innovations that we implement
 

IC43 We have very good knowledge of the regulations that affect our 
business and the ways in which they might prevent us from innovating

 
IC44 We have very good relations with regulatory bodies, and this helps us to 

implement innovations
 

IC45 We have very good relations with our local council, and this helps us to 
implement innovations

 
IC46 We have very good knowledge of local government regulations and the 

ways in which they might prevent us from innovating
 
0 1 2 3 4 5 6 7 8 9 10  
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BUSINESS FACTOR AND PERFORMANCE QUESTIONS

Please respond to the following statements about your business,    
by giving each question a whole number score out of 10,          

where 0 = 'Strongly Disagree through to 10 = 'Strongly Agree'

0 1 2 3 4 5 6 7 8 9 10
F1 Our business is a very dynamic and entrepreneurial place

F2 The general manager of our business is generally considered to be an 
entrepreneur, an innovator, or a risk-taker

F3 The glue that holds our business together is commitment to innovation and 
development

F4 Our business emphasises growth and acquiring new resources

0 1 2 3 4 5 6 7 8 9 10
F5 Over the last year, our business has generated a high sales revenue

F6 Over the last year, our business has achieved rapid growth

F7 Over the last year, the performance of our business has been very 
satisfactory

F8 Over the last year, our business has been very successful

F9 Over last year, our business has fully met our management team's 
financial expectations

F10 Our current profitability is very much higher than that of other comparable 
businesses

F11 Our current turnover is very much higher than that of other businesses

F12 Over the last year, we have been very successful at attracting many new 
customers

F13 Over the last year, we have been very successful at retaining our 
customer base

0 1 2 3 4 5 6 7 8 9 10

Tick ONE BOX ONLY for each 
question (from 0 = STRONGLY 

DISAGREE through to 10 = 
STRONGLY AGREE)

YOUR RATING OF THE PERFORMANCE OF 
YOUR BUSINESS
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DRIVERS OF ENTREPRENEURSHIP  

0 = 'Strongly Agree' with the 
statement in THIS column

10 = 'Strongly Agree' with the 
statement in THIS column

About my business … 0 1 2 3 4 5 6 7 8 9 10

E1
My business prefers to design its own unique new 
processes and methods for developing and delivering 
products and services

 My business prefers to adapt for our own use 
methods and techniques that others have 
developed and proven

E2
My business is quick to seize opportunities that we think 
will give us a good payoff

 My business prefers to explore a new opportunity 
as carefully as possible before leaping into it

E3
My business is very aggressive and intensely 
competitive 

 My business makes no special effort to take 
business away from the competition

E4
Changes in products or service lines have been mostly 
of a minor nature

 Changes in product or service lines have usually 
been quite dramatic

0 1 2 3 4 5 6 7 8 9 10

E5
have a strong tendency to “follow the leader” in 
introducing new products or ideas

 have a strong tendency to be ahead of other 
competitors in introducing novel ideas or products

E6
have a strong tendency to prefer low risk projects (with 
normal and certain rates of return)

 have a strong tendency to prefer high risk 
projects (with chances of very high return)

E7
prefer to study a problem thoroughly before spending 
money to solve it

 are quick to spend money on potential solutions if 
problems are holding us back 

E8
believe that, owing to the nature of the environment, it is 
best to explore it via careful, incremental behaviour

 believe that, owing to the nature of the 
environment, bold, wide-ranging acts are 
necessary to achieve the firm's objectives

E9
network and exchange information with other businesses 
(including close competitors) 

 avoid all contacts with other businesses

E10
favour a strong emphasis on the marketing of tried and 
true products or services

 favour a strong emphasis on developing and 
marketing new products and services based on 
technical leadership and innovation

E11
favour experimentation and original approaches to 
problem solving

 favour imitating methods other firms have used 
for solving their problems

0 1 2 3 4 5 6 7 8 9 10

E12
typically adopts a cautious 'wait and see' posture in 
order to minimise the probability of making costly 
decisions

 typically adopts a bold, aggressive posture in 
order to maximise the probability of exploiting 
potential opportunities

In dealing with its competitors, my business …. 0 1 2 3 4 5 6 7 8 9 10

E13
typically responds to action which competitors initiate  typically initiates actions which competitors then 

respond to

E14
is very seldom the first business to introduce new 
products or services, administrative techniques, 
operating technologies, etc.

 is very often the first business to introduce new 
products or services, administrative techniques, 
operating technologies, etc.

E15
typically seeks to avoid competitive clashes, preferring a 
“live- and-let-live” posture

 typically adopts a very competitive “undo-the-
competitors” posture

0 1 2 3 4 5 6 7 8 9 10

E16
No new lines or products or services  A very large number of new lines of products or 

services

0 1 2 3 4 5 6 7 8 9 10

E17
My business supports the efforts of individuals and/or 
teams that work autonomously

 My business requires individuals or teams to rely 
on senior managers to guide their work

E18

In general, the managers of my firm believe that the best 
results occur when individuals and/or teams decide for 
themselves what business opportunities to pursue

 In general, the managers of my firm believe that 
the best results occur when the general manager 
and managers provide the primary impetus for 
pursuing business opportunities

E19

In my business, individuals and/or teams pursuing 
business opportunities make decisions on their own 
without constantly referring to their supervisor(s)

 In my business, individuals and/or teams pursuing 
business opportunities are expected to obtain 
approval from their supervisor(s) before making 
decisions

E20

In my business, the general manager and  management 
team play a major role in identifying and selecting the 
entrepreneurial opportunities my firm pursues

 In my business, employee initiatives and input 
play a major role in identifying and selecting the 
entrepreneurial opportunities my business 
pursues

Please indicate the extent to which you agree or disagree with each statement as it applies to your own business

YOUR RATING  OF THE 
BEHAVIOUR OF YOUR BUSINESS

Tick ONE BOX ONLY for each 
question (from 0 though to 10), 

denpending on how your answer fits 
between the two opposite 

statements for each question.

When confronted with decision-making situations involving uncertainty, my business …

How many new lines of products or services has your business marketed in the last 5 years?

In general, the managers of my business ….
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INFLUENCING FACTORS INFLUENCING FACTORS

0 = 'Strongly Agree' with the 
statement in THIS column

10 = 'Strongly Agree' with the 
statement in THIS column

0 1 2 3 4 5 6 7 8 9 10

IT1
highly structured channels of communication and a highly 
restricted access to important financial and operating 
information

open channels of communication with important 
financial and operating information flowing quite 
freely throughout the business 

IT2
a strong insistence on a uniform  managerial style 
throughout the business

managers' operating styles allowed to range 
freely from the very formal to the very informal

IT3

a strong emphasis on giving the most say in decision 
making to formal line managers

a strong tendency to let the expert in a given 
situation have the most say in decision making 
even if this means even temporary bypassing of 
formal line authority

IT4
a strong emphasis on holding fast to tried and true 
management principles despite any changes in business 
conditions

a strong emphasis on adapting freely to changing 
circumstances without too much concern for past 
practice

IT5 a strong emphasis on always getting personnel to follow 
the formally laid down procedures

a strong emphasis on getting things done even if 
it means disregarding formal procedures

IT6
tight formal control of most operations by means of  
sophisticated control and information systems

loose, informal control; heavy dependence on 
informal relationships and cooperation for getting 
things done

IT7
a strong emphasis on getting line and staff personnel to 
adhere closely to formal job descriptions

a strong tendency to let the requirements of the 
situation and the individual's personality define 
proper on-job behaviour 

0 1 2 3 4 5 6 7 8 9 10

IT8
Capital (finance) is very scarce and/or prohibitively 
expensive

Capital (finance) is quite plentiful

IT9 Skilled labour is very scarce and/or prohibitively 
expensive

Skilled labour is quite plentiful

IT10 Material supplies are very scarce and/or prohibitively 
expensive

Material supplies are quite plentiful

IT11 Managerial talent is very scarce and/or prohibitively 
expensive

Managerial talent is quite plentiful

0 1 2 3 4 5 6 7 8 9 10

IT12
Our business must rarely change its marketing practices 
to keep up with the market and competitors

Our business must change its marketing practices 
extremely frequently (for example, every half 
year)

IT13 The rate at which products/services are getting obsolete 
in the industry is very slow

The rate of obsolesence is very high as in some 
fashion goods

IT14
Actions of competitors are quite easy to predict Actions of competitors are quite unpredictable

IT15 Demand and customer tastes are fairly easy to forecast Demand and customer tastes are almost 
unpredictable

IT16
The technologies we use for producing and delivering 
our products and services are not subject to very much 
change and are well established 

The technologies we use for producing and 
delivering our products and services change often 
and in major ways

0 1 2 3 4 5 6 7 8 9 10

IT17 Very safe, little threat to the survival and well-being of 
my business

Very risky, one false step can mean my 
business's undoing

IT18 Rich in investment and marketing opportunities Very stressful, exacting, hostile; very hard to 
keep afloat

IT19

An environment that my business can control and 
manipulate to its own advantage, with little competition 
and hindrances

A dominating environment in which my business's 
initiatives count for very little against the 
tremendous political, regulatory, technological, or 
competitive forces

Please answer the following questions for your industry. How rapid or intense is each of the following in your  industry?

How would you characterise the external business environment within which your business operates?

YOUR RATING OF THE BEHAVIOUR 
OF YOUR BUSINESS

Tick ONE BOX ONLY for each 
question (from 0 through to 10), 
depending on how your answer 
fits between the two opposite 
statements for each question)

Please rate the abundance of the following resources for your business …

The operating management philosophy in my business is ….
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PERSONAL INFORMATION YOUR ANSWER 
Please answer  the following questions about 
yourself, by giving each question a number 

corresponding to the appropriate answer on the 
scale on the right

Enter the 
appropriate  

number in the box 
below

What is your gender, age and education?   
PC1 Gender  1 Male

2 Female

PC2 Please enter your age in years (on your last birthday)  
  

PC3 What is the highest level of formal education that you 
have completed (enter the appropriate number from 
the scale on the right)

 
1 Secondary School
2 Certificate 1
3 Certificate 2
4 Certificate 3
5 Certificate 4
6 TAFE Diploma
7 TAFE Advanced Diploma
8 Undergraduate Degree
9 Honours Degree

10 Postgraduate Degree

PC4 How many years have you worked in the hotel 
industry?

  Enter the number (nearest 
whole number)

PC5 How many years have you worked in this hotel?  Enter the number (nearest 
whole number)

PC6 Are you the general manager of this hotel?  1 Yes
2 No

PC7 If you are not the general manager, would you please 
describe the position that you hold in your hotel

 

What is your experience in the hotel industry and in this particular hotel?  
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APPENDIX D: SAMPLE BENCHMARK REPORT 
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 - these hotels are:

 - with the following activities:

 - located in:

 - and all these are:

Peter Balan

Independent

Thanks also to Mr Wally Woehlert (Gaming Care SA) for advice on these reports.
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We plan to use the aggregate information collected in this study to develop materials for workshops to 
help pub managers compete more effectively and grow their business through innovation and 
entrepreneurial initiatives.

PS. Please complete and return the short one-page feedback form at the end of this report. Your 
comments will help us to identify further ways in which we can help you and other pub managers.

Benchmark report for: Example Hotel

Please contact me if you have any questions or comments about your personalised report or about this 
study in general.

University of South Australia, Tel 08 8303 0325, peter.balan@unisa.edu.au

THIS  STUDY IS TO HELP YOUR BUSINESS BE MORE SUCCESSFUL

The  purpose of this study is to help you, as a pub manager, to be more competitive, more successful 
and more profitable. You can do this by learning how to better support innovation and entrepreneurial 
activities in all areas of operations of your pub, by using the information in this benchmark report. 

This benchmark report is written as a personalised supplement for your pub to the comprehensive 
report "Innovation Capability and Entrepreneurial Orientation Dimensions for Australian Hotels" . 
The detailed results on these pages allow you to interpret the information in the other report for your own 
hotel. In particular this personalised report allows you to identify differences between the way that you 
see your business, compared with the (average) way managers of all the pubs with the profile described 
above see their hotels (the benchmark). These differences between your results and the benchmark help 
you to identify aspects of your business that you can develop to better support innovation and 
entrepreneurship activities in your pub, and hence, to compete more effectively.

This stage of the study was a survey of 153 South Australian pubs. These were all "general hotels" - our 
study does not include the four and five star chains. We have compared the results for your pub with 
selected hotels that have a similar profile in terms of size (measured by the total of full-time staff and part-
time staff on your payroll), areas of activity  (bar/dining, gaming, separate take-away, accommodation), 
location (CBD, suburban, country) and whether or not you are part of a group of hotels, or are 
independent.  

The URL for this report is: http://www.crctourism.com.au/BookShop/BookDetail.aspx?d=677

The first stage of this study was a series of 51 in-depth interviews with pub managers around Australia. 
You can read all about this in a comprehensive report Innovation Capability and Entrepreneurial 
Orientation Dimensions for Australian Hotels that you can download free. We recommend that you 
have a look at this document, as you will find that it will give you many ideas on innovations that you 
could consider for your own business, and it includes many details that explain the information in this 
benchmarking report.

This report shows your results compared with hotels with a similar profile to yours: 

Medium (11 to 25 people on the payroll)

Bar/front bar, dining, take-away, gaming, accommodation

Country
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Innovation Capability Audit
 

HOW TO USE THIS CHART

The difference between your results and the benchmark tells you whether or not you are in line with other 
similar pubs. If your results generally have a higher score than the benchmark, then either you have 
answered the questions in a very optimistic manner, or you are covering the bases reasonably well. 

If your results fall inside the benchmark line (that is, you have a lower score), then it is worth looking at 
the areas where your business scored less favourably and consider whether you are doing the things that 
other similar pubs are doing with regard to that particular area. In particular, you might find it very 
worthwhile to get a copy of the comprehensive report for the first stage of this study, and to read through 
the sections where your pub did not score as well as the benchmark - this will give you ideas about how 
to improve your business in that particular area, with the result that you are then likely to improve the 
ability of your business to support innovation activities.

Example Hotel

Like the results in the other charts, the scores are on a scale from 0 through to 10, and have been 
computed from your answers to questions where you used the same scale. This means that 0 is a low 
score and 10 is the highest possible (favourable) score for the dimensions on these charts. The maximum 
score shown on these charts is scaled automatically, so that the highest score that is displayed may 
range from 7 through to 10, depending on how you answered the questions. If you get a zero score on 
any of these axes, then it is most likely because you did not answer the questions for that dimension.

This chart shows the nine dimensions of innovation capability that were identified in the first stage of this 
study, and your results are shown as a solid line, compared with the benchmark for all of the hotels with 
the same profile as yours, that is shown as a dashed line.
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WHAT IS INNOVATION CAPABILITY, and why is it important?

Innovation capability describes the attributes that a business needs to support innovation across all 
areas of activity. These attributes give the business the ability to quickly and successfully adopt new 
ideas and methods, and develop and introduce new and improved products and services. That is, a high 
score on all of these dimensions suggests that the business is well-equipped to support innovation and 
successfully manage change. This is important because continuous innovation is the way that 
businesses compete more effectively in a rapidly changing environment. See page 5 in the report 
"Innovation Capability and Entrepreneurial Orientation Dimensions for Australian Hotels".

Operations (p. 43): It is important to manage day-to-day activities efficiently and profitably in order to 
support innovation activities.  A high score indicates that your pub is very good at using your information 
systems for monitoring performance, and that you have very clear operating procedures to make sure 
that your business runs efficiently (apart from the areas that are covered by regulations).

WHAT DO THE DIMENSIONS ON THIS CHART MEAN?

The nine dimensions (axes) on this chart were identified in the first stage of this study as the capabilities 
that a pub needs so that it can be successful at supporting innovation activities, and these are briefly 
described below. The page numbers refer to the appropriate detailed section in the report "Innovation 
Capability and Entrepreneurial Orientation Dimensions for Australian Hotels".  You will find it useful to 
look at the relevant section in the report.

Regulatory environment (p. 25): Awareness of the dynamics of the external business environment 
emerged as an important driver of innovation. A high score on this factor implies that your business has 
very good knowledge of the regulations that affect your business, you have very good relations with 
regulatory bodies including local government, and this knowledge helps you to know what can and cannot 
do.
Alliances (p. 29): Alliances are a useful source of innovation ideas. A high score suggests that your pub 
has very strong relationships with your suppliers, with local businesses and community associations, with 
other pubs (not in the same ownership group) and with your industry association, and these provide 
information and resources to support innovation activities.

Customer intelligence (p. 31): Pubs, like any other business, rely on their customers for their revenue 
and profitability - and innovation must take account of customer needs and preferences . A high score 
indicates that your pub has very good knowledge about customer expectations and needs, that you are 
very good at getting customer feedback, and that you really know the types of innovation that your 
customers will accept or reject.
Experimentation (p. 33): Innovation implies making changes, anticipating the operating conditions, and 
a proactive approach. A high score on this factor suggests that your business does not wait, but 
continually takes the initiative in implementing changes, and that you are continually experimenting with 
changes in all aspects of the business.

Strategy and planning (p. 34): Innovation activities need to be placed in the context of the longer term 
direction of the pub. A high score on this factor indicates that you have a very clear vision of the future of 
the business, you are continually planning to develop the business, and you are continually looking for 
ways to balance activities across the different areas of the pub.

Manager attributes (p. 36): The nature and number of innovation activities are strongly influenced by the 
commitment and knowldge of the pub manager and the management team. A high score indicates that 
your management team is completely engaged in the business, and puts a lot of hours into running it, 
your team has a very good grasp of the details of the operations of the business, as well as a very good 
general knowledge of the industry as a whole. 

Human capital (p. 38): The benefits that customers receive depend very much on personal interaction 
between them and your staff. A high score on this factor suggests that your pub has a workplace culture 
that strongly supports innovation, your staff get both extensive formal skills training, as well as 
comprehensive in-house training (apart from the training required by regulation), and that you also have 
an organisation structure that strongly supports innovation.

Resource allocation (p. 42): Achieving competitiveness and implement innovation can be very 
expensive, so resource allocation decisions need to be well thought out. A high score indicates that your 
pub is continually investing in upgrading and improving your facilities as well as your operating systems, 
and you are continually reviewing how best to allocate financial resources to different areas of your 
business.
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Entrepreneurial Orientation Audit

Example Hotel  

WHAT IS ENTREPRENEURIAL ORIENTATION, and why is it important?

Entrepreneurial Orientatation represents the processes, practices and decision-making that are 
embodied in the entrepreneurial process at the level of a business. A high measure of Entrepreneurial 
Orientation reflects the ability of a hotel to quickly and effectively identify opportunities to build its 
business, and to take advantage of these business opportunities. This is an important complement to 
innovation capability, because it is not sufficient to be good at innovating - a pub needs to be run in an 
entrepreneurial way to identify the business opportunities that are the triggers for innovation, and in 
particular for developing new areas of business. See page 7 in the report "Innovation Capability and 
Entrepreneurial Orientation Dimensions for Australian Hotels".

HOW TO USE THIS CHART
Again, it is useful to look at the differences between the results for your pub and the benchmark, and to 
particularly reflect on the dimensions where there appears to be a large difference between the two. In 
general, a greater ability to support the taking of entrepreneurial initiatives is associated with a higher 
score in these five dimensions. You may wish to consider these results on both of the charts so far, and  
refer to the comprehensive report that will give you ideas for how you can improve the ability of your pub 
to be both more innovative and more entrepreneurial. 

This chart shows how your pub compares with all of the pubs with a similar profile to yours, with regard to 
these measures of the ability of your business to support entrepreneurial initiatives. If you get a zero 
score on any of these axes, then it is most likely because you did not answer the questions for that 
dimension.
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Autonomy: Research shows that allowing staff to have a level of autonomy in their decision-making 
generally creates an environment that better supports entrepreneurial activities. A high score indicates 
that your business supports and encourages individuals and/or teams to identify the best business 
opportunities and take advantage of them without constantly referring to their supervisors.

Innovativeness: This is all about the degree to which your business operates in an innovative manner. A 
high score indicates that your management team puts a strong emphasis on developing and marketing 
new products and services based on innovation, that you favour experimentation and original approaches 
to problem solving, that you prefer to develop your own ways for developing and delivering new products 
and services, that your pub has introduced a very large number of new lines of products or services over 
the last five years and that these changes have often been quite dramatic.

Competitiveness:  Innovative pub managers are very aware of the intensity of competition in their 
geographical area. A high score suggests that your business typically adopts a very competitive "undo-
the-competitors" approach that is very aggressive and intense, and that your management team avoids 
direct contacts with competing businesses.

Proactiveness: Taking the initiative was identified by many pub managers as essential for innovation 
and entrepreneurial activities. A high score  indicates that your business has a strong tendency to be 
ahead of competitors in at producing novel ideas, products or services, and that competitors typically 
follow (copy) what you do.

Risk-taking: Innovative pub managers are willing to take risks to innovate, but also recognise the need 
to manage risk in an intelligent way. A high score suggests that your business prefers to take on high-risk 
projects (that offer the chance of a very high return), that your team believes that you need to introduce 
"big" and significant innovations to achieve your business objectives, that you are quick to spend money 
on potential solutions if you think that problems are holding you back, and that you are quick to seize 
opportunities in a bold and aggressive manner if you think they will give a good return.

WHAT DO THE DIMENSIONS ON THIS CHART MEAN?

Research carried out internationally in a number of industry sectors has validated these five measures of 
Entrepreneurial Orientation, and has shown a positive relationship between Entrepreneurial Orientation 
and the performance of a business. More details about the descriptions below can be accessed on pages 
44 to 46 in the report "Innovation Capability and Entrepreneurial Orientation Dimensions for Australian 
Hotels".
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Analysing the Internal and External Influencing Factors on your business

Example Hotel  

Innovation capability and entrepreneurial orientation both have a positive effect on business performance, 
but their effect is influenced by internal and external factors that are shown on this chart.  This chart 
shows your perceptions of three internal factors (structure, culture, and resources), and three external 
factors (environmental dynamism, environmental unpredictability, and environmental hostility), compared 
with the benchmark. The questions used to measure these factors have been widely used in international 
research.  If you have a zero score on any of these axes, then it is most likely because you did not 
answer the questions for that dimension.

HOW TO USE THIS CHART

Check the differences between the results for your pub and the benchmark. In general, a greater ability to 
support innovation initiatives is associated with a higher score in these three internal dimensions. 

Your perception of the environmental conditions may differ markedly from the benchmark, as you will be 
assessing your local operating conditions, and these will be different for pubs in the city, compared with 
pubs in the country. Nonetheless, your assessment of the three environmental factors will give you an 
idea of how important it is for your business to perhaps put more effort into innovation activities in order to 
deal with rapid, unpredictable, and perhaps hostile changes in your business environment. 
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Research has found that the way in which the business is managed depends very much on a range of 
external and internal factors. You cannot change or control these external factors, and they affect the 
degree to which innovation or entrepreneurial activities are important to your hotel. You can manage and 
change the internal factors, but in the short term they impose constraints on the way in which you can 
organise and implement innovation and entrepreneurial activities. The influence of these factors is 
detailed below.

WHAT DO THESE INFLUENCING FACTORS MEAN, and why are they important?

Environmental dynamism: A dynamic business environment means that things around you are 
constantly changing and that you therefore need to innovate continuously to protect your business. A 
high score implies that you consider that your pub faces a very dynamic business environment; for 
example, that you have to change your marketing practices very frequently, that products and services 
very quickly become obsolete, and there is a high rate of change in the systems, methods and 
technologies that are used in the business. 
Environmental unpredictability: A high score implies that your pub is dealing with very high levels of 
uncertainty in relation to the actions of competitors, as well as uncertainty in the levels of demand and 
consumer tastes and preferences. Dealing with these uncertainties requires that you implement 
continuous innovation, and that you need to keep trying as many different innovations as you can.

Environmental hostility: This reflects how risky and dangerous the business environment is seen to be 
for your business. A high score indicates that you see the environment as being very stressful, exacting 
and hostile, and where one wrong decision could cause the business to fail. It also indicates that you 
consider that political, regulatory, technological or competitive forces could swamp your business and 
negate whatever initiatives you might consider.

WHAT ARE THE "INTERNAL INFLUENCING FACTORS"?

Structure: Research has found that an organisation structure that is "loose, flexible and informal" tends 
to be better for initiating and supporting innovation activities. A high score on this aspect suggests that 
the business is organised and managed in a very flexible way that supports innovation activities, that your 
business has open channels of communications, flexibility in management style, allows people at the 
workface to make operating decisions and to disregard formal procedures if they get in the way of results, 
and allows the requirements of the situation and the individual's personality to define proper on-the-job 
behaviour.

Culture: Research has found that a business culture that supports entrepreneurship and innovation 
generally leads to good performance in those areas. A high score indicates that the business is seen as 
a very dynamic and entrepreneurial place to work, that there is an emphasis on growing the business, 
and that commitment to innovation and development is the "glue" that holds the business together. In 
addition, the manager is generally considered to be an entrepreneurial, innovative and risk-taking person. 

Resources: It is all well and good to have the desire to innovate, it is also necessary to have access to 
the resources to implement innovation activities, and it is clear that the better the access to resources, 
the easier it is to support innovation. A high score indicates that it is easy to get capital (finance), skilled 
labour, skilled managers, and necessary materials for innovation. 

WHAT ARE THE "EXTERNAL INFLUENCING FACTORS"?
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Performance Indicators
Example Hotel  

Note that a zero value is most likely to mean that you did not give an answer to that particular question. 

HOW TO USE THIS CHART
This chart shows how you assessed the performance for your pub on a scale of 0 through to 10, where 
10 is a positive high score, and it compares your results for each individual question with the average 
(benchmark) of all the pubs that took part in this study. These detailed results will give you a good feel for 
how your view of your business performance compares with other people's views about their businesses. 
The questions used to measure these aspects of business performance have been widely used in 
international research.
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What kind of pubs are you compared with?
The following tables give you the profile of the pubs that responded to the survey, together with the 
profiles of the people who completed the questionnaire. These allow you to compare your own pub, and 
as well as your own characteristics as the pub manager, against the other pubs.

0% 20% 40% 60% 80% 100% 120%

Capital City CBD

Capital City Suburban

Country

Region Percent
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6 to 10

11 to 15
16 to 20
21 to 25
26 to 30

More than 30

Full-time staff in the hotel
Percent

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

5 or fewer

6 to 10

11 to 15

16 to 20

21 to 25

26 to 30

31 to 35

36 to 40

More than 40

Hourly paid staff in the hotel Percent

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Bar/front bar

Dining

Take away (separate bottle shop)

Take away (over the bar)

Accommodation

Gaming and/or TAB

Sports Bar

Areas of activity Percent

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Family Business

Freehold property

Business characteristics Percent
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Who are the managers of the pubs you are compared with?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Male

Female

Gender Percent

0% 5% 10% 15% 20% 25%

20 or younger

21 to 30

31 to 40

41 to 50

51 to 60

Over 61

Age Percent

0% 5% 10% 15% 20% 25%

5 or less

6 to 10

11 to 15

16 to 20

21 to 25

26 to 30

More than 30

Years in the industry Percent

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

Seconday school

Certificate 1

Certificate 2

Certificate 3

Certificate 4

TAFE Diploma

TAFE Advanced Diploma

Undergraduate Degree

Honours Degree

Postgraduate Degree

Formal education level completed
Percent

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

General manager, hotel/venue/site manager 

Director, owner, partner

Commercial/marketing/operations manager

Position Held Percent
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Please give us your feedback!

Please let us know how useful 
this information has been for 
you. Please tick one 
appropriate box:

Please let us know the parts or 
sections of this benchmarking 
report that you found the most 
useful, and tell us why these 
were particularly useful.

Please let us know how this 
report could be improved so 
that it would be more useful for 
you.

Yes No

Please tell us any specific 
suggestions or comments about 
this study in general that would 
deliver better or more useful 
results for you (and for other 
pub managers)

Your Name (optional)

Name of Hotel (optional)

Email address (optional)

Fax number (optional)

 

Please let us know if you would like to attend a one-day 
workshop to help your business become more innovative and 
entrepreneurial (Please tick the box)

Please print, complete and return just this one page to:
Peter Balan
UniSA (MGN School at City West)
GPO Box 2471
Adelaide SA 5001
or,
Fax 08 8302 0512

Thank you very much!

Please tick ONE BOX ONLY, depending on how 
useful you found this benchmark report (from 

0=WASTE OF TIME, through to 10 = SUPERB) 
0 = 

Waste 
of 

time 

1 2 3 4 5 6 7 8 9 10 = 
Superb 
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