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Foster a culture of continuous 
learning and innovation 

Q: In today's dynamic business environment, 
how can SMEs ensure continued growth? What 
can SME leaders do to improve their companies' 
growth prospects through strategic learning? 

A: Business leaders who leverage new sources of learn- 
ing- whether in the form of scientific advice to support 
product development efforts or IP-related know-how to 
create value through franchising - contribute to organi- 
sational effectiveness and mowth. 

While the positive effe'Ets of strategic learning on 
business performance are well documented, there are 
still a large number of owner-managers of local small 
and medium-sized enterprises (SMEs) who are uncon- 
vinced that learning pays. Small firms are faced with 
numerous challenges such as rising business costs or 
succession planning. While it is understandable that 
these problems can sometimes prevent SMEs from 
proactively pursuing learning opportunities, rapid 
change in the business environment in conjunction 
with the influx of new technologies suggest that there 
is an urgent need to change such mindsets.. 

What can SMEs do to enhance their learning capa- 
bility to improve growth prospects, which is so crucial 
for sustaining success and survival? 

Essential building blocks of a learning-oriented 
SME include clarity of mission/vision, supportive lead- 
ership, experimenting culture, ability to transfer knowl- 
edge, and teamwork. We call the first two purposeful 
knowledge leadership, which is essential to create new 
value-added knowledge outcomes - for example, by 
combining knowledge, ideas and concepts from vari- 
ous contexts into something new. This includes the abil- 
ity to use knowledge management solutions such as 
knowledge portals to make knowledge available in a 
shared base, external experts or the formation of tem- 
porary network alliances in order to innovate. 

A local example is tropical fish exporter Qian Hu un- 
der the leadership of Kenny Yap, who is successfully en- 
gaged in both open and networked innovation - for ex- 
ample, collaboration with reputable life sciences labs 
to scale up some of its main products in support of its 
internationalisation strategy. 

The point is that the deployment of relevant learn- 
ing tools - whether low-cost approaches such as men- 
toring schemes or the systematic mining of particular 
science & technology journals - has to be initiated by 
the SME owner-manager as a knowledge leader in or- 
der to facilitate knowledge conversion and creation 
processes. It's the leader's responsibility to build up 
and nurture the absorptive capacity of the organisation 
so that relevant external information can be acquired 
and adapted into a competitive advantage through rou- 
tines and processes. 

The learning orientation of any organisation is 
shaped by its culture. The attitude of the SME owner- 
manager towards lifelong learning and development is 
crucial in nurturing the firm's experimenting culture 
with an emphasis on intense cooperation, willingness 
to share (not hoard) knowledge and power, innovation, 
relentless networking, and team learning. 

Our own organisational research at SMU has shown 
that the spirit of knowledge creation and openness to- 
wards new possibilities is essential in achieving opera- 
tional excellence and business success. Strategic knowl- 
edge combination, for example, enables the cross-ferti- 
lisation of ideas which often leads to product and/or 
service innovations as illustrated by the story of the su- 
shi conveyor belt in local restaurants such as Sakae Su- 
shi, Osim's exercise gadget iGallop or the popularity of 
fish spa pedicure via the toothless Garra rufa fish from 
the river basins of Turkey, Syria, Iraq and Iran. 

The key is to start with the humble attitude that 
one's knowledge is not enough and the conviction that 
continuous learning embedded in a strategic human 
capital management framework pays. 

Learning can be made easier by tapping the exper- 
tise of others via the set-up of so-called communities of 
practice (COPs). COPs are groups of people who share a 
passion for something they do and learn how to do it 
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better as they interact regularly. In Germany, cham- 
bers of commerce & industry act as enablers of 
SME-COPS who actively support both the productivity 
growth and innovation potential of the country's Mittel- 
stahd (SMEs in German-speaking countries). COPs 
flourish in collaborative organisational cultures charac- 
terised by care and trust. 

As the US network scholar R Burt has stressed, or- 
ganisations with management and collaboration net- 
works that bridge structural holes in their markets 
learn faster and are more creative. This means that 
leaders of small businesses who, through networking 
and various network ties, combine expertise from two 
or more otherwise disconnected fields are able to cre- 
ate novel products and services. 

While many Asian SMEs have traditionally acted as 
brokers (via knowledge arbitrage) between various re- 
gional communities, the rapid influx of new communi- 
cation technologies in conjunction with Asean's mar- 
ket integration suggests that business models are not 
sustainable. R&D as well as science & technology are 
the new frontiers SMEs cannot ignore. 

SMEs can reap tangible benefits from proactive 
learning such as improved productivity and skills, en- 
hanced customer relations or greater flexibility in pro- 
duction and innovation. Relevant to this are broad is- 
sues of strategy and how newly acquired know-how re- 
sources are used to reinforce core competencies. 

Besides the need for a strong business case, a 
shared vision and so forth, personality traits such as 
openness (for example, to outside learning opportuni- 
ties) and a participative, mindful leadership style are 
important. The fact that more and more SME own- 
er-managers are tertiary-educated suggests that SMEs 
are continuing to move away from the traditional pater- 
nalistic towray image. &nployer brand-conscious 
SMEs which manage to nurture a climate of continu- 
ous team learning through regular dialogue sessions 
with "the boss" and consensus building will be more at- 
tractive for younger (Gen Y) talent who have ample em- 
ployment opportunities in the MNC sector. Like talent 
elsewhere, they expect operational excellence, fairness 
and a convincing employee value proposition based on 
best-practice performance management structures 
and operating procedures. 

If all this is in place, SME employees will be motivat- 
ed to fully utilise externally acquired learning resourc- 
es in a sustainable manner, which in turn will be good 
for the business and its growth prospects. 

The writer is an associate professor: of organisational 
behaviour and human resources (practice) at  

the Lee Kong Chian School of Business, 
Singapore Management University (SMU) 
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