
SMEE Review/Revue PMEE August/Août 2008  | 1



2  | SMEE Review/Revue PMEE August/Août 2008

TABLE OF CONTENTS

Editorial Introduction ..............................................................................................3

Cracking the Entrepreneurship Code ...................................................................... 5

Critical Skill Sets for Starting a New Venture ..........................................................9

Traversing the New Venture Mine Field:  
Suggestions from Entrepreneurs ............................................................................15

Why There’s No Success in Succession and What to Do About It ......................... 21

Ensure You Have a Choice .....................................................................................26

Go Beyond Dreams .................................................................................................29

L’impact du mentorat d’affaires de la fondation de l’entrepreneurship  
sur les apprentissages des nouveaux entrepreneurs-mentorés .............................33

Professionals: Help For a Startup Or Small Business ........................................... 35

Survey of The Problems Relating to Loan Accessibility  
of Small and Medium Enterprises in Nigeria ........................................................39

A Practitioners Guide to Turning SMEs Into Learning Organizations ................. 45

Service Quality in Entrepreneurial Small Businesses ..............................................50

From What We Know to How We Use It: Five Principles for Turning  
Entrepreneurship Research into Practitioner Action Guidelines ......................... 54

Kenneth Levene on Building a Family Legacy ......................................................58

Book Review .........................................................................................................63

SMEE Review/Revue PMEE Editorial Board and Contact Informtion ................ 65

Author Guidelines ..................................................................................................66

August/Août 2008  Volume 1, Issue 1-2 



SMEE Review/Revue PMEE August/Août 2008  | 3

by Jean-Marie Nkongolo

This journal is created by the Canadian Council for Small Business and En-
trepreneurship (CCSBE-CCPME) in partnership with the Centre for Management 
Development, Faculty of Business Administration, University of Regina to pub-
lish articles and information directly useful to practitioners. For many years, the 
CCSBE-CCPME has published the Journal of Small Business & Entrepreneurship 
(JSBE), which serves some of its traditional pillars, namely researchers, academics, 
educators, and students. At a retreat held on January 7-8, 2005 in Waterloo (On-
tario) by the CCSBE-CCPME Board of Directors, it was decided to create another 
journal that could directly address, in a practitioner’s language, the concerns from 
policy-makers, entrepreneurs, SME managers, and SME service providers. 

To put things in context, let us say that the need for bridging the gap between 
researchers and practitioners is not unique to the area of small business and entre-
preneurship; it is present in other areas of business administration. For example, 
the Academy of Management Journal has addressed this issue in at least 30 papers 
and large portions of its issues #4 & #5 of volume 50 are dedicated to this topic. 
The researcher-practitioner gap can find its source at three levels: production, 
transfer, and types of knowledge (Van de Ven and Johnson, 2006). 

The gap related to knowledge creation and transfer seems to be caused by the 
universities’ doctoral training, promotion and tenure systems, the academics’ and 
practitioners’ constraints and, finally, the practitioners’ and consultants’ incentive 
related constraints (Shapiro, Kirkman, and Courtney, 2007). With respect to the 
type of knowledge, a disagreement has been found between researchers and man-
agers about the source and criteria of valid knowledge (Duncan, 2001). Practitioner 
knowledge is based on experience in one organization while researcher knowledge 
claims to be applicable to many firms (Whitley, 1988). As well, the language used 
by the two communities is not always the same (Astley and Zammuto, 1992).

In recent years, various endeavors have been made to overcome the gap 
between researchers and practitioners through special issues of journals, public 
relations, addresses, conferences and action research (Bartunek, 2007). Also, a 
change in economic and political conditions can facilitate the transfer of knowledge 
between researchers and managers (Rynes, Bartunek, and Daft, 2001). In the area 
of SMEs and entrepreneurship, we believe that the likelihood of knowledge transfer 
between researchers and practitioners is more likely to succeed for two reasons. 

First, the two categories are members of the same national and international 
organizations such as CCSBE and ICSB (International Council for Small Business) 
where they share ideas and problems during conferences and workshops.  Second, 
entrepreneurship and small business management are among the most practically 
oriented management disciplines, as exemplified by their theory building based on 
empirical case accounts. Therefore, there is a higher likelihood of mutual under-
standing between researchers and practitioners in their mutual interactions as 
sources and receivers of knowledge created by each group.

The SMEE Review will offer a medium that will facilitate this interaction be-

Y 
ou have in your 
hands the first issue 

of the SMEE Review, 
a journal dedicated to 
practitioners in small and 
medium-sized enterprises 
and entrepreneurship.  
The term “practitioner” 
applies not only to 
individuals who are 
small business managers 
or entrepreneurs but 
also to those who are 
general small business 
facilitators, small 
business counselors, 
small business and SME 
financing researchers, 
private sector 
development experts, 
accountants, lawyers,  
people in small  business 
enterprise associations 
and networks, business 
incubator managers, 
and people who work for 
governments and other 
agencies whose task is to 
provide support for the 
SME operator.
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tween researchers and practitioners. Any researcher, SME 
manager, entrepreneur, or SME service provider to SMEs 
and entrepreneurs will have the opportunity to submit a 
paper to this journal. Papers submitted can be a product of 
research or personal experience. Each submitted paper will 
be refereed by researchers and practitioners. Also, read-
ers will have the opportunity to express their reactions 
to articles published. Authors of the papers will commit 
to work, if necessary, with referees and editorial board 
members to modify the writing language and style for an 
easy understanding by all practitioners as defined above. 
You are therefore encouraged to participate as an author 
of articles or comment on published article. Do not un-
derestimate your opinion, it is important to others.

As well, for this journal, we have decided to rely 
on your advertisements and donations. Please adver-
tise your products and services through this medium. 
Contact our editorial manager for more information. In 
addition to paid advertisements, you are also invited to 
sustain the growth of this journal with your donations.

This issue has fourteen articles. In the first paper, 
S.C. Harper identifies the characteristics of successful 
entrepreneurs and describes the three important ingredi-
ents to their success: team, opportunity and resources. J. 
Lowenthal presents in the following paper a model with 
five skills necessary for the survival and development of 
new ventures. This paper is followed by a second writ-
ing from S.C. Harper where he provides over a hundred 
tips for how to avoid obstacles that can jeopardize a new 
venture’s success. Moving from growth to succession, 
Phil Symchych identifies, in the fourth paper, the rea-
sons of failures in the majority of succession plans and 
presents some advice that could lead to success. 

In the same vein, The SuccessCare Program presents 
two articles on this topic. In its first paper, it indicates 
when to start the process of succession planning, who 
should be targeted, and what to do in each circumstance. 
In the second, this consulting organization presents its 
approach to dealing with succession through two major 
steps: learning and communication. At different stages 
of development of an SME, the owner-manager might 
need services from a professional and, in the eighth 
paper of this issue, M. Asdorian proposes a methodology 
for identifying/selecting professionals in different areas 
of activities. After this paper, Obamuyi presents a survey 
of the problems relating to loan accessibility of SMEs in 
Nigeria (Africa). In the following article, N. Birdthistle 
provides guidelines to turn your organization into a 
learning one. The tenth paper by A. Maritz and T. Lobo 

identifies initiatives which facilitate a quest for superior 
service quality in an SME and the mechanism to achieve 
them.

Starting a new journal brings challenges that could 
not be overcome just by one person. Let me first thank 
the Board of Directors of CCSBE and the CCSBE Sec-
retariat Ann Mcgrath for their hard work to shape the 
broad features of this journal. My thanks and gratitude 
to Garnet Garven who supported the idea and granted 
seed funding that brought the idea to reality. With Dean 
Garnet Garven, Professor Bob Anderson, the JSBE Man-
ager, Greg Elliot, former director of the Centre of Man-
agement Development (CMD), Shauna Hughes (Intern 
student at the CMD), Jenna Lomas (Intern Student at 
the CMD and First SMEE Review Managing Editor), and 
Natalie Johnston (Intern Student at the CMD), we have 
spent a great deal of time finding the best format and 
structure of the journal.

Allow me to thank them for their devotion to the suc-
cess of the journal. Also, many thanks to Anne Lavack, 
current Dean of the Faculty of Business Administration, 
for having accepted to continue with the support to the 
journal. In the same way thanks to Bruce Anderson, cur-
rent Director of the CMD for having graciously accepted 
to continue to work for the journal.  We stay grateful to 
Professor Sylvain Charlebois for his input for the journal 
format. Finally, many thanks to any one who has con-
tributed in any manner to the publication of this journal. 
It could not be possible to name every one, but know that 
your contribution will not be forgotten. 
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Cracking the 
Entrepreneurship Code
by Stephen C. Harper, Ph.D. 
Progress Energy/ Betty 
Cameron Distinguished 
Professor of  Entrepreneurship  
The Department of Management
Cameron School of Business  
The University of North Carolina 
– Wilmington, Wilmington, NC 
harpers@uncw.edu
He is the author of Extraordinary 
Entrepreneurship (Wiley) and  
The McGraw-Hill Guide to 
Starting Your Own Business.

Abstract: Based on empirical 
observations, this article identi-
fies characteristics and the path 
of successful entrepreneurs. 
Also, it describes the three im-
portant ingredients to success  
in entrepreneurial activities:  
the entrepreneur and his/her 
team, the identification of an 
opportunity in the market, and 
the availability of resources.

Résumé: À partir des obser-
vations empiriques, cet article 
identifie les caractéristiques et 
le parcours des entrepreneurs 
à succès. En outre, il décrit les 
trois ingrédients importants au 
succès dans les activités entre-
preneuriales: l’entrepreneur(e) 
et son équipe, l’identification 
d’une occasion d’affaires sur le 
marché, et la disponibilité de 
ressources nécessaires.

T
 
he question, “What does it take to be a success-
ful entrepreneur?” is being raised with increas-
ing frequency by people from various walks of 

life. Young professionals who want to have some control 
of their destiny want to know the answer. People who have 
been employed by established organizations, but who are 
concerned about their employer’s future, want to know. 
People who have developed a new product or sensed a gap 
in the marketplace want to know. This article provides 
insights into how to crack the entrepreneurship code.

The failure rate of the dotcoms and other new ven-
tures in the last decade should not be seen as an indication 
that it is far more difficult to be a successful entrepreneur 
today, or that the number of entrepreneurial opportunities has declined. Many of 
the failures illustrate what happens when people -- including those with high levels 
of venture funding – confuse irrational exuberance with sound business practices. 

The last decade was similar to previous decades in certain respects. Numer-
ous ventures were created to capitalize on waves of emerging opportunities. Some 
of these ventures succeeded by positioning themselves to ride the targeted waves. 
Some failed because they did not have the skill to catch and ride the waves profit-
ably. Some were started to challenge existing firms in established markets that had 
lost their competitive edge by failing to stay in sync with changing market expecta-
tions. Some succeeded by providing superior products and services. Some failed 
because the entrepreneur’s ambitions exceeded the venture’s ability to deliver 
sustainable competitive advantages.

 Many new ventures fail each year because their founders are not prepared to 
deal with numerous entrepreneurial realities. They try to defy the law of gravity by 
launching ventures that: (1) are built without a sound foundation, (2) offer solu-
tions where no problems exist, and/or (3) are not positioned to generate a sustain-
able return on their investments. Often, like Icarus in mythical times, their en-
trepreneurial bravado caused them to fly too close to the sun. Sooner rather than 
later, the lack of skill, opportunity, and/or resources cause them to fall to earth. 

Now that the dust has settled from the Internet land rush when venture capital 
firms were throwing money at concepts written on cocktail napkins, the roles that 
technology and external funding play in new venture success is becoming clear. 
Having ‘wow’ technology does not guarantee success. It is the perceptive use of 
technology that gives a venture an edge in the marketplace. Amazon didn’t succeed 
just because it offered books over the Internet. It succeeded because it harnessed 
technology to provide information that even the most astute retail bookstore 
clerk could never provide. It is also clear that having angel investors or buckets of 
venture capital will not guarantee success. No amount of funding can keep a new 
venture afloat if the entrepreneur lacks the skills needed to identify a true opportu-
nity and to transform it into a profitable endeavor. 

Many of the failures 

illustrate what hap-

pens when people 

– including those with 

high levels of venture 

funding – confuse  

irrational exuberance 

with sound business 

practices. 
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What are the 
Characteristics 
of Successful 
Entrepreneurs?

Successful entrepreneurs defy 
simplistic stereotyping. Some entre-
preneurs are high-profile individu-
als. Most entrepreneurs, however, 
reflect considerable diversity. They 
come from all walks of life. Cer-
tain qualities, however, may help 
prospective entrepreneurs beat the 
odds. The qualities include: (1) the 
irreverence to challenge the status 
quo, (2) the courage and confidence 
to boldly go where he/she – and 
possibly no one else – has gone 
before, (3) the passion to transform 
their vision into a reality, (4) the 
energy to handle the 70 to 90 hour 

weeks, (5) the perseverance and resilience to handle 
wave after wave of challenges and setbacks, and (6) the 
managerial wherewithal to make the almost endless 
number of decisions that determine whether their ven-
tures succeed or fail.
Entrepreneurship: Where 
Preparation Meets Opportunity

Almost all successful entrepreneurs have one thing 
in common - they sensed and seized opportunities. They 
found a gap in the marketplace and created ventures to 
satisfy needs that were not being met well or at all. When 
they heard consumers exclaim, “There must be a better 
way to …!” and “Does anyone out there offer a prod-
uct or service that …?” they transformed the gaps into 
businesses. Their perceptiveness, resourcefulness, and 
ability to assemble or access the capital, talent, and other 
critical resources enabled them to create and maintain 
customers. 

Some entrepreneurs recognize opportunities through 
their work. Dr. Roy Archambault heard his patients 
express their frustrations about trying to keep the casts 
on their feet dry, so he developed a waterproof cast cover 
that enables his patients to take a shower or even swim. 
His venture, Dry Corp, sells a variety of water protection 
products in dozens of countries. 

Successful 

entrepreneurs 

defy simplistic 

stereotyping …  

Certain qualities, 

however, may 

help prospective 

entrepreneurs beat 

the odds…They 

found a gap in the 

marketplace and 

created ventures to 

satisfy needs that 

were not being met 

well or at all.

Some entrepreneurs recognize opportunities when 
they travel. When Howard Schultz was in Milan, he 
recognized how locals gathered to socialize at the neigh-
borhood espresso bar. His belief that people in Seattle 
would enjoy a coffeehouse culture contributed to Star-
bucks’ success. Schultz’s vision for positioning Starbucks 
to become the “third place” (home and work being the 
other two places) where people spend their time has 
contributed to Starbucks’ success.  

Some entrepreneurs identify lucrative opportunities 
by conducting systematic searches. Anthony A. Martino 
recognized the automotive industry must have numerous 
opportunities. He analyzed various facets of the industry 
to find areas where people’s needs were not being met 
by established auto manufacturers, dealers, and service 
stations. He created AAMCO to provide the market with 
better transmission repair and MAACO to provide bet-
ter/more convenient/less expensive auto body repair 
and painting. 

Jeff Bezos started his entrepreneurial journey when 
he recognized the Internet would enable new ventures to 
challenge established bricks-and-mortar  enterprises. He 
quit his job in New York and analyzed various products 
that could be sold over the Internet. He determined that 
offering books over the Internet represented his best op-
portunity and Amazon.com was born.

Times of change are times of great opportunity. 
Thousands of entrepreneurs will create ventures this 
year to transform a gap in the market into a business 
opportunity. Societal and technological changes cre-
ate myriad opportunities. Products that were not com-
mon a decade ago are commonplace today. Cell phones, 
personal digital assistants, and various other electronic 
devices are springboards for the development of various 
related products and services.  Every new product cre-
ates opportunities for related products. For example, the 
iPod has served as the springboard for the development 
of hundreds of accessories. The development of acces-
sories, ranging from underwear that has a pocket for an 
iPod to watertight containers that allow people to swim 
with their iPods, are examples where entrepreneurs have 
capitalized on just one innovation.

Resourcefulness and the ability to assemble and/or 
access critical resources also play a critical role in entre-
preneurial success. It was not that long ago that if you 
wanted to do business on a large scale, you had to invest 
a lot of your own money, hire a lot of people, have a lot of 
facilities and equipment, and have your own distribution 
system. 

Cracking the Entrepreneurship Code
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Today, entrepreneurs can create ventures that out-
source almost every facet of their business. Resourceful 
entrepreneurs can create a virtual enterprise that uses 
other people’s money and the competences of other 
firms to launch their ventures and to offer their products 
and services to the borderless masses. When Jim Van 
Dine and his three partners recognized there might be a 
gap in the market for a new type of athletic sandal, they 
outsourced the manufacturing to a Chinese firm. Their 
company, Keen Footwear, launched 16 styles of their new 
shoe with an overall cycle time that established compa-
nies with conventional processes and practices could 
not come close to matching.  Other entrepreneurs have 
found they can use the power of the Internet to expedite 
the design, manufacture, and marketing of their prod-
ucts by outsourcing these and other activities.

This is also a good time to hire talent and access 
capital. More young professionals are interested in being 
part of high-growth emerging ventures. They recognize 
that Fortune 500 firms no longer offer endless promo-
tion opportunities or even job security. The opportunity 
to demonstrate their talent in addressing various chal-
lenges, when combined with the opportunity to gain an 
equity position in a firm that has growth potential, can 
be a very appealing package to young professionals.

Today, entrepreneurs again have ability to access 
start-up capital and growth funding. While the capital 
markets may not be as exuberant as they were a few 
years ago, the good news is that capital providers are 
wiser now and more selective. If the entrepreneur is able 
to establish a highly-competent entrepreneurial/man-
agement team and has developed a business plan that 
demonstrates the new venture is positioned to capital-
ize on a lucrative and lasting opportunity, then it will be 
able to attract angel – and in some cases - even venture 
capital funding. 

If the venture has a 
strong proprietary position 
that will enable it to garner 
a sustainable competitive 
advantage, then the entre-
preneur should be able to 
negotiate very favorable terms with potential funding 
sources. When diligent investors fund a new venture, 
it also enhances the venture’s credibility to prospective 
suppliers, employees, creditors, and additional investors.  

The Entrepreneurial “Triumvirate”
New venture success is contingent on the three 

dimensions that comprise the “entrepreneurial triumvi-
rate.” First, the entrepreneur must have the skills and ca-
pabilities to start and manage the new venture. Second, 
a gap in the market must exist that can be transformed 
into a profitable new venture opportunity. Third, a suffi-
cient amount of resources must be available to create the 
venture and to keep it running until it generates its own 
momentum. Figure 1 profiles the interplay of the three 
critical dimensions.

These three areas can be similar to the confluence 
of three rivers. When they come together, they form 
something that can make waves. The entrepreneurial 
triumvirate uses three tests to screen the merit of po-
tential ventures. The first test is the mirror test. It forces 
the entrepreneur to step back and see if he/she has the 
necessary skills and capabilities. The second test is the 
market test. It asks whether the market opportunity 
being considered will be lasting and lucrative. The third 
test is the wallet test. It asks whether the venture has or 
can access the necessary resources.

The question is frequently raised, “Which of the 
three dimensions is the most important?” The answer is 
almost circular. It takes a good entrepreneur to identify 
the right opportunity. If the opportunity lacks poten-

The entrepreneurial 

triumvirate uses three 

tests to screen the merit 

of potential ventures.

Cracking the Entrepreneurship Code

Figure 1: The “Entrepreneurial Triumvirate”
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tial, then all the effort and resources will not produce 
a worthwhile level of profit. If the critical mass of re-
sources is not available, then the venture will not be able 
to seize the opportunity. If the entrepreneur is able to 
provide the necessary resources, then the venture may 
be launched. If the entrepreneur has to rely on external 
equity funding, then investors may be reluctant to fund 
a venture if the entrepreneur lacks the skill and experi-
ence. 
Entrepreneurs Need to Take the Mirror Test

In the last few years, this author has coordinated a 
research project that included interviews with over 250 
entrepreneurs. They were asked to identify factors that 
contribute to new venture success. Prospective entrepre-
neurs should take a close look at their personal lives and 
motives before embarking on the journey.  Prospective 
entrepreneurs must be able to answer why they want to 
start a business. Prospective entrepreneurs should not:  
(1) regard the new venture as a way to get rich quick, (2) 
start a venture because they are tired of what they are 
doing, or (3) expect that life will be much easier now that 
they are their own boss. 

One entrepreneur stated, “Don’t do it for the money. 
Do it for the passion and self-satisfaction.” Another 
entrepreneur, however, provided the reality check, “Be 
prepared to lose all of the money that you invest in the 
business.”

The entrepreneurs cautioned against underestimat-
ing the time it will take to get a venture up and running. 
They noted that starting a venture is a 24/7 proposition 
and that entrepreneurs rarely have the time to do all 
the things that they would like to do. One entrepreneur 
noted, “Make sure your personal life is in order because 
you cannot afford to let personal problems interfere with 
your venture. Recognize the impact on your family and 
social life. Your family is part of the venture. You will 
need their support, especially when things are stressful. 
Recognize it will cost them something - time and money 
- too.” Another entrepreneur stated, “The new venture 
will become your life … get used to not having weekends, 
vacations, or a personal life.” 

The need for preparing for the long haul was stressed 
by another entrepreneur. He observed, “You will work 
harder and longer hours than ever before. And don’t 

think success will come quickly or easily. It takes at least 
three years to get a concept to really take off. Running a 
company is like working two jobs for three years.” An-
other entrepreneur echoed the point by stating, “Don’t 
dive in half-heartedly. Go all out, or go home!”

The mirror test also applies to whether the entre-
preneur has the necessary skills and abilities. Starting a 
business is like lowering the water level in a river. When 
the water level is lowered, the entrepreneur’s personal 
shortcomings that used to be covered in the corporate 
world will become apparent and can quickly jeopardize 
the venture. Entrepreneurs need to take a look at their 
backgrounds and capabilities. One entrepreneur sug-
gested that prospective entrepreneurs ask themselves, 
“Would I be qualified for the position of entrepreneur 
if I had to apply for the job as an entrepreneur? If you 
are not qualified, then it is important that you identify 
and address the areas that would keep you from being 
considered.”

Entrepreneurs need to recognize what they don’t 
know, what they have time to learn, and what they need 
to do via hiring and by using outside service providers. 
The marketplace is not forgiving to entrepreneurs who 
wing it and rely too much on trial and error approaches. 
Again, prospective entrepreneurs need to recognize there 
are just too many things to be decided and done and 
too little time for one person to do it all. Even the most 
skilled entrepreneur will not have the time. 

The Entrepreneurship 
Code Can Be Cracked

Starting and managing a new venture is similar to 
putting together a jigsaw puzzle. You have to have the 
right pieces and you have to put them together in the 
right manner to complete the puzzle. The first piece to 
the ‘starting your own business’ puzzle may be the most 
important. It is simply, “Don’t get caught up in the fail-
ure rates … your job is to improve the odds.” The odds 
for success will be stacked in your favor if you:
(1) identify a lucrative and lasting opportunity, 
(2) have sufficient resources, 
(3) possess the right skills, 
(4) surround yourself with the right people, 
(5) look before you leap, 
(6) develop a realistic and flexible business plan, and 
(7) continually update your products, services, and skills 

so you maintain competitive advantages. 
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Entrepreneurial Core Competencies 

Critical Skill Sets for   
Starting a New Venture
by Jeff Lowenthal, Ph.D. 
Assistant Professor of 
Entrepreneurial and  
Management Studies  
Northeastern State University 
College of Business and 
Technology 
Tahlequah, Oklahoma, USA  
lowentha@nsuok.edu

Abstract: A survey of 639 busi-
ness owners/entrepreneurs was 
recently completed to establish 
the foundational core competen-
cies necessary to increase the 
survival and growth of a new 
venture.  A five skill-set model 
is presented and can be used by 
an entrepreneur for self-assess-
ment and professional develop-
ment.

Résumé: Une enquête a été 
menée auprès de 639 pro-
priétaires-dirigeant(e)s et 
entrepreneur(e)s pour identi-
fier les principales compé-
tences nécessaires à la survie 
et la croissance d’une nouvelle 
entreprise. Un modèle de cinq 
compétences-clé est présenté. 
Il peut être employé par un en-
trepreneur pour s’auto-évaluer 
et améliorer son développement 
professionnel. 

Introduction

O
 
ne of the key questions that many individuals 
who are considering starting a business typi-
cally ask themselves is, “Do I have what it takes 

to be an entrepreneur?”  Most of these individuals only look 
at their idea or product when asking this type of question.  
They fail to look at the bigger picture: Do I have what it takes 
– the skills, knowledge, and the total package – to start and 
grow a new business?  These skills, knowledge, or the total 
package are called entrepreneurial core competencies.  Core 
competencies are the fundamental knowledge, ability, or 
skills that provide an individual in a new venture start-up 
mode with a marketplace advantage. It is a set of skills that 
this individual must perform well for his or her company to 
be successful.  Bottom line, entrepreneurial core competen-
cies define, at the skill level, the essence of the entrepreneur.

The potential benefits for identifying entrepreneurial 
core competencies are wide-spread.  If you are seeking to 
start a new venture, you can assess your baseline entry skills 
set and update any gaps which will significantly improve 
your chances of success.  If you are an existing business 
owner, you can assess your entrepreneurial skills to enhance your company growth 
and survival.  In a recent study1 and as reported by several governmental agencies2, 
business failures are growing at an annual rate of 14.7%.  According to one busi-
ness owner (president of an engineering services company), “Any advantage to help 
increase a company’s survival is welcome by me and any other business owner!”

To identify and define these entrepreneurial core competencies, this author 
interviewed owners of over 630 small to mid-size businesses that supply parts and 
services to the automotive industry.  These companies spanned both manufacturing 
and service sectors.  The points below will provide a broader picture of the compa-
nies and individuals interviewed:
· 65% of the companies were manufacturing focused, with 35% in the service 

industry
· Types of manufacturing companies: injection molding, metal working, heat 

treating, and chemical painting. Types of service industries: marketing/direct 
mail marketing, transportation, logistics/warehouse, engineering, and  
accounting/finance.

· Average age of the person interviewed was 52 years old.   
The oldest was 73 years old and the youngest was 28 years old.

· 87% were male and 13% female.
· 57% of the individuals interviewed were the original founder of the company; 

31% were either the son or daughter of the founder; 12% interviewed were third 
generation or a non-family member.

Core competencies 

are the fundamental 

knowledge, ability, 

or skills that provide 

an individual in 

a new venture 

start-up mode with 

a marketplace 

advantage. It is a 

set of skills that this 

individual must 

perform well for his 

or her company to be 

successful.
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These interviews took place over a two year period 
from 2002 to 2004, were open ended, and typically 
lasted 1½ hours.  Since the interviews were recorded, 
transcripts were created and analyzed using the NVivo 
software3.  As a result of talking with all these individu-

als, several themes emerged.  
The software analysis con-
firmed these themes and 
helped expand upon them.  
When a comprehensive 
analysis was finished, a model 
emerged (See Figure 1).

Core Competency 
#1 – Critical and 
Analytical Thinking

Of all the skill sets identi-
fied by the interviewees and 
confirmed by the software 
analysis, critical and ana-
lytical thinking ranked as the 
number one competency re-
quired by entrepreneurs.  For 
the purpose of this study, en-
trepreneurship is defined4 as 
a way of thinking, reasoning, 
and acting that is opportu-
nity-obsessed, holistic in ap-
proach, value-based, and vi-
sion focused.  The role of the 
entrepreneur is to look at the 
whole environment, identify 
cracks or opportunities, and 
use this vision to his or her 
advantage.  To this end, the 

competency of critical and analytical thinking is defined 
as those kinds of mental activity that are clear, precise, 
and purposeful. It is typically associated with solving 
complex real world problems, generating multiple (or 
creative) solutions to a problem, drawing inferences, 
synthesizing and integrating information, distinguishing 
between fact and opinion, or estimating potential out-
comes.  For the new entrepreneur, it might include how 
to take their product or service to market with limited 
resources.  It could also include identifying opportunities 
in a mature or declining market. When asked how would 
one develop and grow this competency, the overwhelm-
ing response was two-fold.  First, it was suggested to 
take classes in statistics, quantitative methods, logic, and 
other types of technical-oriented coursework.  “The more 
you get deeper into a topic like statistics, the more your 
mind will open up to broad possibilities.  It is an amaz-
ing experience,” according to Mark, a director of quality 
services for a consulting group.  Second, it was suggested 
that entrepreneurs mentally exercise by playing either 
word games like crossword puzzles or numbers games 
like Sudoku.  Research has recently demonstrated that 
these types of problem-solving games keep the mind 
sharp and alert.  This alertness is highly useful in seeking 
out opportunities and looking at the big picture.

Core Competency #2 – Financial
It is important to note at this point that all five com-

petencies are critical 
and important to the 
entrepreneur/business 
owner.  However, from 
a statistical viewpoint, 
there was a difference 
identified between the 
competencies.  While 
there was a statistically 
significant difference5 
between critical and 
analytical thinking and 
the balance of the core 
competencies identi-
fied, almost all of the 
respondents cited finan-
cial and accounting as a 
key competency.  

This competency is 
about numbers.  Many 
new entrepreneurs get 
so focused on their 

Quotes from Interviewees

· “Knowing how to think, being 
able to examine both the big 
picture and details at the same 
time, is one of the most impor-
tant skills a business owner 
can have.”  Phyllis, Metal 
Stamping

· “I studied statistics in school 
and originally thought it was 
a total waste of my time.  Now 
I use numbers to analyze my 
business daily.  Without being 
able to think analytically, you 
have almost no way to survive 
in today’s business environ-
ment.” Robert, Distributor of 
industrial paint.

· “A few years ago, I started 
playing word and number 
games.  What a difference it 
has made in my management 
skills.  I look at problems dif-
ferently.  I am able to zoom in 
and back off, all at the same 
time.  In the past, I would have 
told you that knowing your 
numbers was the most impor-
tant skill in being a business 
owner.  Today, it is knowing 
how to analyze problems and 
think critically.”   
Harry, Braking systems com-
ponents

Quotes from Interviewees

· “Money is the heart of the busi-
ness.  If you don’t know what 
is coming in and what is going 
out, you are just plain old lost.  
Get out of business!”  Mark, 
Warehousing and logistics

· “Knowing how to solve prob-
lems is first in my book, how-
ever, you have to know how to 
read your book.  Look at them 
daily, weekly, and monthly.  If 
you are uncomfortable dealing 
with numbers, hire someone 
immediately.”  Ken, Metal 
working

· “Numbers, numbers, numbers.  
They tell you everything.  You 
have to know how to read 
your reports, to see where 
your holes are in your busi-
ness.  Without knowing your 
financials, I am not sure I 
know how you can survive in 
business today.”  David, Heat 
treating

Entrepreneurial Core Competencies: 

Figure 1: Entrepreneurial Core Competency Model
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products and services that they lose track of the foun-
dational purpose of the venture: to make money.  Every 
business owner needs to know how to read and manage 
pro-forma financial statements such as cash flow, income 
and balance sheets.  They need to understand inventory, 
supply chain management, and compensation/benefits if 
they are going to have employees.

A consistent theme was the hiring of an accoun-
tant prior to opening the business. Correctly tracking 
revenue, categorizing expenses, budgeting, managing 
payroll, and paying income/payroll taxes can be very 
detailed and involved.  They can be intimidating and, if 
done incorrectly, can cause problems with the tax-based 
and other governmental agencies. Having a professional 
involved from the beginning tends to minimize errors 
and allows the entrepreneur to spend more time on the 
operational and sales aspects of the new venture.

Core Competency #3 – Strategic
This skill set area includes marketing, innovation/

creativity, and strategic focus.  Marketing is not just ad-
vertising, but is significantly broader.  It includes all the 

tasks necessary from 
brand identification to 
order-to-cash.  Two key 
questions that arose 
from the data were: 
Who are your custom-
ers?  And how many of 
them are out there?

Many new entre-
preneurs feel that every 
person in a given area 
or demographic will be 
their customer. Feed-
back from the study’s 
respondents stated that 
the entrepreneur must 
go deeper to be success-
ful.  When performing a 
market research study, 
you must identify 
gender, age, race, in-
come levels, and any 
other characteristic 
that clearly defines your 
market.  When you 
appropriately define 
the general attributes 
of your target market, 

you will keep your product or service focused and more 
valuable.  

Once you have this detailed profile of your customer 
base, you need to identify how many are in your lo-
cal, state, regional, or national market.  If you plan on 
operating in a local or regional market and find out there 
are a limited number of potential customers, you need to 
rethink if what you have is only an idea or a true oppor-
tunity.  You might have to expand to a larger geographic 
area to be successful.  Further, never assume that you 
can capture 100% of the market, even with a new and/or 
novel product.  Research has shown that you should 
expect between 8-14% market share.

The strategic focus skill set looks at the opportu-
nity/feasibility aspect of marketing.  That is, once you 
have profiled your target customer, you need to de-
termine who else they could buy this same product or 
service from.  You need to identify the USP or unique 
selling properties of your product or service.  What is 
the value that you offer your customer?  If your product 
is adding value to the customer, than the challenge is to 
raise awareness about your product to get the customer 
through the door and to part with their money.

Raising awareness is about branding and advertis-
ing.  Some of the most effective campaigns are word-of-
mouth campaigns, while others include local newspa-
pers, radio ads, and internet websites.  Choosing the best 
method or multiple methods will depend on your budget, 
the geographic dispersion of 
your potential customers, and 
your own creativity.

Core Competency 
#4 – Interpersonal

Statistically linked to the 
strategic competency, the 
interpersonal skill set includes 
communications (written and 
verbal), conflict management, 
management/leadership, and 
team building.  The focus in 
this competency area is the co-
ordination, people-to-people, 
and communication aspects 
of the business.  Manage-
ment tasks are varied and 
encompass all functions of the 
potential organization.  This 
includes working with custom-

Critical Skill Sets for  Starting a New Venture

Quotes from Interviewees

· In school, they teach you the 
Four P’s – pricing, product, 
placement, and promotion.  
What they forgot to teach 
you is to define who your 
customer is and how to figure 
out how many of them are out 
there.  Without these num-
bers, you have no idea if you 
are local business, regional 
business, or need to go inter-
nationally.”  Doreen, Injection 
molded plastics

· “To be successful, you have to 
know what your unique sell-
ing difference is.  What do you 
offer that no one else does?”  
Rex, Electrical components

· “Today, my sales close rate is 
85%.  That means for every 
ten potential customers I talk 
to, I get between eight and 
nine to buy from me.  How 
do I do that? It’s simple.  I 
have a very detailed descrip-
tion of who my customer is.  
When I talk with prospects, 
I only look for the same type 
of person.  My commissions 
have gone through the roof.”  
Debra, Injection molded plas-
tics

Quotes from Interviewees

· “Nothing drives me more nuts 
than people who send emails 
or write letters and do not use 
spell check.  It is the quick-
est way to lose my business!  
And spell my name wrong, 
don’t bother to ever call on me 
again.”  Curt, Purchasing,

· “You would think with the 
introduction of cell phones 
making phone calls easier, 
that people would have also 
learned better etiquette.  Just 
the opposite, people have 
become ruder, less direct, and 
at times it is no longer a pleas-
ant experience.  And what is 
this with text messaging?  For 
personal use, ok.  But for busi-
ness?  Someone needs to knock 
some sense into these younger 
folks.”  Bill, Fasteners.
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ers and staff, clerical functions, and team building (if you 
have employees), to name a few.

Holding a great deal of responsibility, the leader 
needs to be aware of how each department/function area 
operates and ensure that all communicate well with each 
other to keep the operation running smoothly.  Respon-
sibility for the business really falls on the organization’s 
administration in its everyday functions.  It must be 
directly handled and cannot be outsourced.  The general 
consensus of the respondents is that administration is 
the least fun aspect of being an entrepreneur.

However, this competency is much broader than just 
management and leadership.  It is the ability to deal with 
conflict between customers and the company (aspects 
of customer service) and between employees.  Further, 
it includes the ability to communicate effectively in both 
the written and verbal word.  “Nothing drives away a 
customer more than terrible grammar and poorly writ-
ten correspondence such as letters and/or emails.”6 

Core Competency #5 – Operational
As stated above, all five competencies are critical to 

the running of a business.  However from a statistical 
viewpoint, operational competency proved to be non-
significant compared to the other competencies (with 
the exception of critical and analytical thinking).  Not 
surprising, operational competency contained the broad-
est range of skill sets. The areas that this competency 
covered included:
·Technology
·Product/service design
·Operations management
·Scheduling both product and people

·Tactical planning
·Human resource management
·Staffing
·Training and development

Technology

Information is a major asset to any new and existing 
venture because no good decision can be made without 
it.  Technology and information management include 
creating the information stream necessary to support the 
day-to-day operations and long term focus of the entre-
preneur.  It includes the protocol of service to employees 
and customers.  For the new venture and with the advent 
of existing technology (hardware and software), there 

is no excuse for poor 
organization of tradi-
tional paperwork such 
as contracts, customer 
invoicing, accounts pay-
able, purchase orders, 
payroll, shipping, etc.  
Having an effective 
system will minimize 
errors due to misplace-
ment of paperwork and 
decrease the time spent 
handling routine tasks.

With the rapidly 
changing technology, it 
is critical for the entre-
preneur to really think 
about which technol-
ogy is necessary versus 
“would be nice to have” 
to be competitive.  
Point-of-sale systems, 
inventory management, 
online purchasing, 
database management, 
and customer relation-
ship management are 
all important parts of 
today’s businesses.
Operations and 
Production

Operations and production involves the day-to-day 
running of a business.  It is the component that cre-
ates value for both the customer and the company.  It 
is concerned with goods and services production, and 
ensuring that business operations are running efficiently 
and effectively.  Finally, it is about the management of 
resources and the distribution of goods and services to 
customers.

Business operations are those activities involved in 
the running of a business for the purpose of producing 
value for customers, the organization, and any external 
stakeholders. The ultimate goal of these business op-
erations is the increased value of the company’s assets.  
For example, if you owned an apartment building, the 
increased value derived from this asset would be the rent 
from the various units. 

Quotes from Interviewees

· “There is a big difference 
between a contractor and em-
ployee.  If you place a person 
in the wrong category and 
your company gets audited, 
there will be some major fines 
to pay!”  Christen, Structural 
foam

· “Of all the areas of business, 
day-to-day operations is what 
most of us business owners 
know best.  For example, I 
started as a machinist.  I just 
love that work and would still 
do it today if I did not have 
responsibility for over 250 
employees.  How to build a 
tool does not even require any 
thought.  Marketing, sales, 
finances are all my weakness-
es.”  George, Chemicals.

· “I was talking with one of my 
peers the other day and he 
was complaining about how 
computers are changing daily.  
We cannot keep up with all 
the technological changes.  I 
am from the old school.  We 
used to do everything by hand 
– invoices, inventory, and 
financials.  Today, you have to 
not only use a computer, but 
you must fully understand it.”  
Joshua, Trucking and Logis-
tics

Entrepreneurial Core Competencies: 
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Business operations encompass two fundamental 
management goals that are designed to maximize re-
turned value:

1. The generation of recurring income. 
2. The increase of the value of the business. 

Tactical Planning

This sub-skill set is more directed at the day-to-day 
planning and scheduling of resources and people. The 
various components include:
· Controlling the work environment to create and 

maintain a positive flow of work by utilizing what 
resources and facilities are available; 

· Leading the business operations by developing and 
cascading the organization’s strategy/mission state-
ment to all staff;

· Organizing organizational resources, such as facili-
ties and employees, so as to ensure effective produc-
tion of goods and services;

· Planning in order to prioritize customer, employee, 
and organizational requirements;

· Maintaining and monitoring staffing levels; and
· Establishing performance measures for the mea-

surement of performance and consideration of 
efficiency versus effectiveness, and the continual 
monitoring of these measures.

Human Resource Management

According to Marcus, HR manager for a production 
printing facility, “Unless your business is a ‘one-man 
show,’ there are a wide range of human resource issues 
that you will encounter.” Before starting a business, the 
following questions should be addressed:

1. Do I know what qualifications or skills I need in an 
employee?

2. How and where do I recruit this type of person?
3. What will I use to motivate employees and maximize 

productivity?
4. What should my retention rates be?
5. What is the correct wage level for this position?
6. Do I know all the legal and insurance issues?
7. What kind of training processes will I use?
8. Will I offer any kind of benefits or other professional 

development?
9. What are my policies and do I need an employee 

handbook?

These are just some of the many issues the entrepre-
neur needs to consider prior to the implementation of 
the hiring process.  If the entrepreneur can answer these 
questions and has established policies before opening 
the company’s doors, he or she will be in a better posi-
tion to resolve any problems or issues when they arise.

In Closing
The purpose of this paper was to introduce you to 

a five skill-set model that was developed from a survey 
of 639 business owners/entrepreneurs, which includes 
the core entrepreneurial competencies of critical and 
analytical thinking; financial competency; strategic 
competency; interpersonal competency; and operational 
competency.  So how can you, the entrepreneur and/or 
the business owner, use this paper to help you grow and 
become more profitable?  The first step of any (self-de-
velopment) journey is the process of understanding your 
strengths and weaknesses.  How would you answer the 
following questions?

1. Of all of the five competencies presented, which one 
is my strength?  Which one is my weakness?

2. How can I build upon my strength to improve my 
business?  

3. What activities can I do – reading books, attend 
classes, etc. – that can help me turn my weakness 
into a strength?

4. Have I fully defined my target market?  Could I 
write a paragraph providing a detailed description of 
my customer base?

5. What markets am I currently in?  What other 
markets can my product or company move into to 
increase the diversity of our product/service lines?

6. How comfortable am I with the numbers of my busi-
ness?   How often do I look at my company’s books?  
Daily? Weekly? Monthly?

7. Are my people properly trained in phone usage and 
how to write business memos?  Do they present a 
professional front to the business?

8. Do I have the right people, with the right skills in 
the correct positions?

These are just some of the questions that you need 
to ask.  Thinking and learning about one’s current levels 
and capabilities in these areas is a hard but exciting jour-
ney.  And the results can be well worth the effort – an ef-
fort that will leave you well prepared and well positioned 
for future business success.

Critical Skill Sets for  Starting a New Venture
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Abstract: Starting a new 
venture is like crossing a 
minefield. The entrepreneurial 
journey is full of mines that can 
blow up in your face. First-time 
entrepreneurs should make 
every effort to learn from those 
who have beaten the odds. 
Most successful entrepreneurs 
attribute some of their success 
to what they learned from other 
successful entrepreneurs before 
they started their ventures. This 
article provides over a hundred 
tips for how to avoid the mines 
that can jeopardize a new 
venture’s success. 

Résumé: Commencer une 
nouvelle entreprise res-
semble à marcher sur un 
champ de mines. La marche 
de l’entrepreneur est pleine de 
mines qui peuvent lui exploser 
en face. Les entrepreneurs qui 
en sont à leur première expéri-
ence devraient déployer tout 
effort afin d’apprendre de ceux 
qui ont précédé. 

A
 
ny time a person prepares to embark on a journey, it is wise to 
seek counsel from people who have experienced some of the 
challenges that person is likely to encounter. This article pro-

vides tips that were generated from one of the broadest research efforts 
into what it takes to start and grow a new venture. Most studies into what 
it takes to succeed provide one or two tables that profile the overall results 
of the research. This article, however, provides over a hundred candid tips 
from entrepreneurs in their own words about what it takes to succeed and 
how to avoid the mines that can jeopardize a new venture’s success. 

This article was not designed to test hypotheses about what it takes 
to start and grow a new business. Instead, the study was designed to let 
over 250 entrepreneurs share their tips in their own words. The interviews 
generated a list of over 1000 entrepreneurial “do”s and “don’t”s. The entre-
preneurs were from a wide range of businesses. Some of the entrepreneurs 
started lifestyle businesses. Some of the entrepreneurs started businesses 
that have experienced substantial growth and success. Some of the entre-
preneurs started ventures that employ hundreds of people. 

The interviews were conducted by teams of undergraduate and gradu-
ate students at two universities. Only three restrictions were placed on the 
interviews. First, the entrepreneurs must have started their businesses in 
the last five years. This helped increased the likelihood the responses are 
in line with current challenges. Second, the entrepreneurs were asked to 
provide tips that would apply to most start-ups and not specifically their 
ventures. Third, the research focused on independent start-ups. The people 
interviewed could not be franchisees.

Increasing the Odds for New Venture Success
The entrepreneurs’ tips ranged from stating very obvious points to pro-

viding tips that were cited by few, if any, other entrepreneurs. The list of 
entrepreneurial “do”s and “don’t”s was then analyzed to see if they fit into 
any common themes or “clusters.” 

Most of the tips are profiled in the following clusters and correspond-
ing tables. Narratives for each of the clusters have been minimized due 
to space limitations and because most of the tips are so succinct that they 
really do not need much discussion. 
Preparation: Success occurs when 
Preparation meets Opportunity

The entrepreneurs offered numerous tips about how prospective entre-
preneurs can increase their chances for success. Table 1 reflects some of the 
most salient tips for prospective entrepreneurs.
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Entrepreneurs Need Managerial Skills 
to Transform Ideas into Reality

Entrepreneurial success rarely requires revolution-
ary products and services. In many instances, success is 
contingent on having the ability to consistently provide 
consumers what they expect, when they expect it, and at 
an acceptable price. One entrepreneur noted, “Recognize 
that ideas are a dime a dozen. Don’t underestimate or 
overlook the little things. Success is often in the details, 
and execution is often the key to getting ahead.” 

Table 1  General Tips on What to do 
Before Starting a Business
Work for a successful similar business to learn which 
systems work and which ones may be improved upon 
while spending someone else’s dollar to do so. 
Recognize what you don’t know and that you 
cannot be an expert at all things.
Get business advice early and take advantage 
of the groups that will help you. 
Join industry groups that share ideas and best practices.
Visit people in other cities who have started 
similar ventures and pick their brains.
Research the product or service idea you are 
considering and make sure a market exists.
Know the answer to, “How am I going to make 
money?” before starting the venture.
Do not quit your full-time job until you know you 
can make a living with your new enterprise.
Do not assume that expertise in one area will easily translate 
into overall business savvy or entrepreneurial competence.
Have a mentor who can help with knowledge of that 
business or running a business in general and who 
can provide reality checks from time to time.
Set up an advisory committee or board well before you 
start your business with experienced business people 
who can provide introductions to other companies, identify 
opportunities, and who may become investors themselves.
Take every opportunity to build relationships 
with prospective customers, employees, and the 
community at large before starting the venture.
Make sure key vendors are lined up in advance.

Table 2  Tips For the Entrepreneur 
and Management Team
Be proactive by anticipating problems and staying ahead of situations.
Expect the unexpected.
Understand what will be the critical factors for success.
Be prepared to make quick decisions and resolve problems.
Challenge key assumptions.

The Market Test: Identifying 
the Right Opportunity

A new venture can only be as good as the opportu-
nity it pursues. Yet the entrepreneur’s search for op-
portunities can be a Catch 22. If it is very broad, then 
it could lead to paralysis by analysis. Every moment 
searching for additional opportunities is a moment 
lost that could have been spent creating a venture. The 
marketplace changes from moment to moment. Gaps in 
the market evolve. New entrants may seek to fill the gap 
and consumers’ interests may change over time. Savvy 
entrepreneurs know there is a time to search and a time 
to decide. Table 3 profiles various tips provided about 
identifying opportunities.  

Table 3  Tips About How to Identify the Best Opportunity
Look for niche opportunities where you can fill a void.
Look for something that people need and 
want in up and down economies.
Look for opportunities that have the potential for 
considerable growth and high margins.
Look for product/service offerings where the value is easily and clearly 
understandable by prospective customers and potential investors.
Look for industries where existing companies 
are out of sync with customer needs.
Look for niche markets that need revitalizing or where consumer 
demands are changing but existing firms may have become stagnant.
Exploit opportunities in emerging or changing industries.
Look for markets where other firms are profitable.
Look for opportunities that require less capital 
leading to a lower initial capital requirement.
Look for opportunities where a new venture can have simple 
operations to avoid the impact of technical delays and cost overruns.
Look for business opportunities that someone 
else would be willing and able to buy.

Table 4  Tips About Market Situations Entrepreneurs 
Should Avoid When Looking for Opportunities
Avoid business opportunities that would put you in direct 
head-to-head competition with successful large firms.
Avoid business opportunities that have low barriers to entry 
where anyone may be able to get into the game.
Avoid business opportunities where customers 
must be “educated” in a new technology.
Avoid business opportunities that the product/service is so 
readily available and inexpensive that it is a commodity.

Table 2 profiles tips that entrepreneurs and the other 
members of the management team should consider in 
their planning and decision processes.

The best entrepreneurs quickly sort out the promis-
ing ventures from less promising ventures. They are able 
to differentiate between wild-eyed ideas and ideas that 
will generate a sufficient return to justify the associated 
risks. One entrepreneur cautioned against waiting for the 
perfect opportunity to present itself. He said, “If you wait 
for the home run, you’ll never make it to the plate.” Table 
4 profiles other cautions about looking for opportunities.   



SMEE Review/Revue PMEE August/Août 2008  | 17

Table 5  Tips to Incorporate in Planning
Your business plan will never be 100% complete.
The key is recognizing what needs to be done 
and having the courage to do it.
No plan can address every possibility.
Construct best, worst, and most-likely scenarios 
the business could probably face.
Develop contingency plans for situations that could have 
a beneficial or detrimental impact on the venture.
Realize the plan may need to be changed often.
Recognize that if things don’t work as planned, you should go back 
to the plan and try to understand what it is that isn’t working.

The best entrepreneurs will see a lot of interesting 
ideas, but they also know their product/service offering 
must fill a real need and that consumers must be will-
ing to buy it. They know that making the best widget 
in the world is to no avail if no one wants widgets. One 
entrepreneur noted, “If you can secure commitments 
— or even better — contracts from prospective customers 
before starting the venture, that would be ideal.”
The Business Plan: The Mental Journey 
Must Precede the Physical Journey

Many entrepreneurs were emphatic about the need 
to prepare a real-world business plan. They noted two 
general themes about the planning process. They noted 
how a well-crafted business plan will enable the entre-
preneur to identify issues, risks, and costs. They also 
noted that while planning may not guarantee success, it 
will increase the odds.  

Many entrepreneurs cautioned against falling prey to 
“paralysis by analysis.” One entrepreneur observed, “You 
need to plan, but you also have to avoid the tendency to 
overplan. The market will not wait until you are ready.” 
Prospective entrepreneurs need to recognize there is a 
time to plan and then there is a time to implement the 
plan. Table 5 provides insights into factors that should 
be considered when planning a venture. 

Fourth, numerous entrepreneurs noted that even if 
the entrepreneur is able to provide all the funding, he/
she should still develop a business plan. Many prospec-
tive entrepreneurs mistakenly believe they only need 
to develop a business plan if they are seeking funding. 
They noted the primary purpose for developing a busi-
ness plan is to provide a framework for the entrepreneur 
to identify and address the issues that will affect the 
venture’s success. 
Strategy: New Ventures Must Have 
Sustainable Competitive Advantages

The new venture’s strategy represents how it will 
generate and maintain a competitive edge for its target 
market. Table 6 profiles various tips about developing 
business strategy.   

Table 6 Tips About Developing the Venture’s Strategy
Mid-course corrections are to be expected.
Being first-to-market involves educating the market 
which can be very time consuming and expensive.
Falling in love with the product may cause you to ignore 
competition and customers … you may end up with a 
cool product that nobody really needs or your competition 
may have already come up with a better gadget.
Recognize that having one customer responsible for more 
than 10 to 15 percent of your revenue can be risky.
Resist the temptation to be everything to everyone.

The entrepreneurs stressed four other points. First, 
they noted that nothing is simple when it comes to start-
ing a business. Even the simplest things become com-
plicated when you have to do them the first time. One 
entrepreneur noted that it took over a week to design 
a back-lit menu board for his restaurant. Second, they 
noted that you cannot have a “We’ll cross that bridge 
when we get to it” mentality. Quite a few entrepreneurs 
indicated that even if you do not develop a comprehen-
sive written plan, you need to at least a have a “game 
plan.” Third, they noted that having a business plan is 
better than not having a plan, even if you have to modify 
it or completely rewrite it every day. 

One entrepreneur noted, “No ‘blue light special’ is 
ever going to be offered guaranteed success because each 
business is different. The critical success (or failure) fac-
tors will vary between businesses, even those operating 
in the same industry.” The entrepreneurs also noted that 
entrepreneurs should dare to be different and to stand 
out. One entrepreneur cited Sam Walton’s philosophy, 
“Break all the rules, swim upstream, and go the other 
way.” 

Many entrepreneurs noted everything the firm does 
needs be synchronized with changing market realities. 
They also noted the ever-precarious nature of new ven-
tures. One entrepreneur offered the reality check, “Even 
if you do everything right, your business can still fail.”
The Marketing Plan: Creating and 
Maintaining Customers

The best entrepreneurs position their ventures so 
they can hit the ground running. One entrepreneur 
stated, “Recognize that most products ‘work’ because 
of one or two simple features. Figure out those features 
and execute those extremely well.” Another entrepreneur 
stated, “Entrepreneurs need to guard themselves from 
underestimating their competition. They also consider 
potential retaliatory threats from them. They understand 
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Table 7  Tips About Developing the Marketing Plan
Don’t assume that customers will find you. 
Promote your business in advance.
Define very clearly who your customers are, select the 
best, and provide them with superior service.
Get commitments from several key prospective 
customers before launching your business.
Recognize that potential clients are taking a chance 
by trying your business, so make the decision easier 
for them by reducing their risk or cost.
Be willing to start with small contracts and lower prices 
while you build a roster of clients and your reputation.
Try to work with a well-reputed customer and seek 
their advice to improve the product/service and 
provide a valuable reference in the future.
You can ask people what they want, but give them what they need.
Under promise and over deliver.
Develop a realistic timetable for product development and beta testing.
Don’t wait to launch your product or service until it is perfect.
Execution may be more important than being fancy or leading edge.

Table 8 Tips About the Human Resource 
Side of Entrepreneurship
Hire people with specific talents and who know what you do not know.
You cannot hire the best talent for every position in the 
beginning. Therefore, outsource to the best service providers 
and hire the best talent for what you don’t outsource.
Identify what needs to be done but that you hate doing, then hire 
the best person you can find for that job and pay him/her well.
Hire people who have done something similar before who can help 
you take your firm to the next level and beyond. The same reasoning 
applies to seeking people to serve on the board of directors.
Most venture capitalists prefer to invest in an A team and 
a B opportunity, than a B team and an A opportunity.
Don’t expect the people you hire to have your level of commitment.
Be willing to offer a piece of the equity to attract A people.
Don’t go into business with friends because you 
think it will be easier. It might be hard when you have 
to tell your best friend he is wrong or fired.

Table 9 Tips About Financial Planning
Don’t underestimate the amount of money you will need to get to the 
point where your venture is able to generate a positive cash flow.
Sales tend to come in twice as slow and twice as low and cash 
goes out twice as fast and twice as much as expected.
Don’t let your optimism cause you to overestimate the level of sales.
Don’t let the lack of financial planning cause you 
to underestimate expenses and outlays
Have cash in reserve to cover a higher-than-expected burn 
rate, to cover unexpected outlays, and to fund growth.
There will be hundreds of pressing issues that 
can deplete your available cash.
If the venture is about to run out of cash, then 
raising money from external sources will come at a 
very high price if it can be obtained at all.
Have as much cash on hand as possible - most 
bad situations can be resolved with cash.
Don’t spend any more money up front than you absolutely need to.
Don’t spend money in areas that do not enhance profitability.
Keep the company lean by keeping overhead low.
Have cash in reserve for the slow periods.
Build up the business as quickly as your cash 
flow allows you to - not faster.
Re-invest the profits back into the business for continued growth.
Don’t spend money based on promises to do 
business with you. Wait until there are orders.

Traversing The New Venture Mine Field:  
who the competitors are, their size, and their clientele. 
They also contemplate who might be their competition in 
the future.” Table 7 profiles various tips provided about 
developing the marketing plan. 

Financial Planning: Money is Like Oxygen 
… Without it, the Venture Dies

Successful entrepreneurs understand the need to 
have enough money up front and the need to manage 
cash flow. Financial planning and bootstrapping can 
make the difference between getting to the point where 
you have positive cash flow and dying on the vine. Table 
9 profiles various tips about financial planning. 

Human Resources: The Venture Will 
Only Be as Good as Its People

The entrepreneurs noted the difference between 
good people and great people can be the difference 
between failure and success. They also stressed the 
importance of having the right people in place as soon 
as possible. Table 8 profiles various tips about managing 
the human resource side of the new venture.

One entrepreneur stated, “Don’t think that the 
money will never run out, it does.” Jeff Bezos was a good 
example of being frugal when he started Amazon.com. 
Instead of having an impressive office and having a fancy 
desk, he had a modest office and a desk made out an 
ordinary door with four simple legs. He noted that he did 
not spend money for a spacious office with all the execu-
tive trappings because it would not provide any value to 
Amazon’s customers.
Funding Sources: Matching Funding 
Needs with Funding Sources

Most ventures will need external funding for two 
reasons. First, the initial capital requirement often 
exceeds what the entrepreneur can contribute to the ven-
ture. Second, the new venture’s initial revenue stream 
will rarely be sufficient to fund rapid growth. Entrepre-
neurs need to identify funding gaps before starting their 
ventures so funding can be secured before it is needed. 
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Table 10  Tips About External Funding
Don’t have only one way to finance your 
venture -- have funding alternatives.
Don’t underestimate the amount of time it takes to raise money.
The window for financing can be very narrow.  You must 
be able to capitalize on funding when it is available.
Don’t stop raising money. It needs to be a continual process.
Don’t give away too much equity in the beginning. The more you 
give away, the more fragmented your ownership is and the less 
power you have to do what is best for the company later.
Keep options open on all deals; there is no such thing as a done deal.
You must provide a compelling reason for 
outside investors to risk their money.
Due diligence goes both ways. Take smart money 
over dumb money. Your investors’ experience and 
connections can be as important as their cash.

Things to Remember After 
Starting Your Business

The Chinese saying, “To create the child … easy. To 
raise the child … difficult,” applies to life after startup. 
The entrepreneurs provided numerous insightful tips 
about traversing the new venture mine field after the 
startup stage. Nine entrepreneurs captured the com-
ments made by numerous entrepreneurs who were inter-
viewed. The first entrepreneur stated, “Don’t try and get 
too big, too fast. Have a growth plan in case the business 
takes off. As your business grows, there will be various 
inflection points along the way which will require you 
to change the way you run your business. Success will 
depend on how these inflection points are managed.” 

Suggestions From Entrepreneurs

Table 11  Tips About Bank Financing
Banks rarely provide start-up funding. They prefer to fund 
ventures after they have a track record. Loan officers frequently 
suggest a second mortgage as a way to provide funding.
Most bankers are not entrepreneurial minded. Research 
a number of prospective banks and have a good 
standing relationship with at least two banks.
Banks hate cash flow problems. Demonstrate 
you will have a favorable cash situation.
You will need money and you cannot get money 
when you need it. Get a line of credit immediately 
because you never know when you will need it.

Table 10 profiles numerous tips to keep in mind when 
seeking external funding.

Venture capital firms can play an instrumental role 
in helping high-potential firms fulfill their potential.  
Table 13 profiles numerous tips about venture capital 
funding.

Table 12 Tips About Angel Funding
Angels may be in position to provide a few thousand 
dollars to well over one hundred thousand dollars. 
Angel funds may be able to invest even more.
Angels invest in start-ups as well as early-stage businesses.
Angels may provide valuable managerial assistance 
or special skills to supplement the entrepreneur’s skills 
while the management team is being established.
Angels may provide crucial contacts with suppliers, 
distributors, and key personnel.
Angels are more flexible and may have lower return-on-investment 
objectives, but they still expect to cash out on their investment.
You will either need to buy the angel out or have some type 
of liquidity event for the business where everyone gets 
his/her investment back with a noteworthy return.

Table 13  Tips About Seeking Venture Capital Funding
Most venture capital firms will not review 
proposals unless they are referrals.
Most venture capital firms focus on one particular 
technology, industry, or market.
Most venture capital firms are not interested in 
deals less than one million dollars.
Most venture capital firms are focusing most of their attention 
today on salvaging existing investments in their portfolios.
Venture capitalists prefer early-stage ventures to start-ups.
Most venture capital firms look for ventures where they can 
get a 3 to 5 times return on their investment in three to five 
years, and can cash out of their investment in a business 
either through its sale or an initial public offering.
If the venture capital firm is not impressed with the 
entrepreneur’s credentials or performance after providing 
funding, the VC may replace the entrepreneur.

Table 14  Tips About Doing an Initial Public Offering
About half of the firms going public today 
are subsidiaries of existing firms.
Most IPOs are designed to raise hundreds of millions of dollars.
The cost of complying with government disclosure 
requirements is at least one to two million dollars per year.
Managing the business is like living in a glass house. Everyone, 
including the competition, knows what the business is doing.
Most entrepreneurs find they are no longer in control of 
their companies, even if they are still at the helm.

Table 11 profiles numerous tips to keep in mind 
when seeking bank funding.

Entrepreneurs who are seeking angel funding and/or 
venture capital should recognize the role that each can 
play. Angels and angel groups are playing an increas-
ingly integral role in bridging the “equity gap” that has 
occurred by venture capital firms raising their funding 
thresholds after getting burned in the period of irrational 
exuberance. Table 12 profiles numerous tips to keep in 
mind when seeking angel funding.

Any discussion of external funding would be incom-
plete without noting the role that initial public offerings 
play. The days for relatively new ventures going public 
may not be over, but they are not what they were in the 
dotcom era. Table 14 profiles numerous tips about doing 
an initial public offering. 
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The second entrepreneur stated, “Avoid driving be-
yond your headlights. Don’t grow just for growth’s sake 
and be careful that you do not over commit your resourc-
es or your ability to meet customer expectations. Don’t 
try to grow faster than your market or your ability to 
provide the service or product.” The third entrepreneur 
stated, “Nothing stays the same. Don’t quit researching 
your field, competition, etc. Think constantly about how 
the industry is changing and how the market is shifting.”

The fourth entrepreneur stated, “Keep looking over 
your shoulder. Paranoia is good. Eventually you will be 
copied or someone else will do the job better. So continu-
ally look for ways to do a better job. Expect the unex-
pected all the time. Every day be ready for new problems, 
new people, and different challenges.”  The fifth entre-
preneur stated, “Focus on how your business is doing, 
rather than only how much money it is making. Don’t 
ever let your guard down or stop paying close attention 
to quality and details. When you are growing, watch your 
costs and make sure you spend money only on the things 
that drive growth.” The sixth entrepreneur stated, “Do 
not walk past a mistake. Fix every mistake every time 
it occurs. Do not become complacent and let problems 
build up.” 

The seventh entrepreneur stated, “Remember that 
too much of a good thing can be bad. Celebrate your suc-
cesses. Enjoy the wins along the way, but don’t become 
complacent. Don’t take your eye off the ball. Don’t be 
satisfied with how good things were yesterday, it won’t 
pay the bills today.”  The eighth entrepreneur provided 
the reality check, “Step back and ask yourself periodical-
ly, “Am I the best person to take this company to the next 
level?” The ninth entrepreneur provided an interesting 
insight when he stated, “When things are not going as 
planned, don’t be too proud to ask for help.”

Traversing The New Venture Mine Field:  
Entrepreneurs Need to Know When 
to Hold and When to Fold

Entrepreneurs who are thinking about selling their 
businesses need to recognize that the best time to sell it 
is when things still look good. One entrepreneur noted, 
“If your venture is destined to fail and cannot be fixed, 
then avoid investing too much time or money in the 
business. Knowing when to quit and minimizing your 
losses is very important, since this may determine if 
you’ll have anything left for your next venture.”

Conclusion: Traversing the 
New Venture Mine Field is 
an Art and a Science

The nature and breadth of the entrepreneurs’ tips 
raise numerous questions. First, are their tips an indi-
cation of what they actually did or are they after-the-
fact rationalizations of their success? Did other factors 
contribute more to their success? Second, are their tips 
consistent with established theory? The entrepreneurs’ 
tips show that starting and growing a new venture is an 
art and a science. The applicability of their tips may be 
“contingent” on the specific nature of the challenge or 
situation. For example, the complexity of some busi-
nesses will require thorough planning. Fast changing 
environments, however, require more judgment calls, 
adaptability, and quick action. 

The research was designed to let entrepreneurs 
share their tips in their own words. It was not designed 
to investigate the contingency nature of their situations. 
Additional research may provide insights into the contin-
gency nature of what it takes to traverse the new venture 
mine field. 
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Abstract: Business owners can 
reduce emotional turmoil and 
increase succession effective-
ness by proactively setting goals, 
analyzing timing, leading their 
advisors, obtaining valuations, 
identifying succession options, 
raising financing and structur-
ing a deal that meets their objec-
tives. Owners won’t ‘let go’ until 
all the pieces are in place, nor 
should they. Good succession 
planning gives owners control 
and confidence.

Résumé: L’établissement 
d’objectifs concrets de fa-
çon proactive permet aux 
gens d’affaires de bien gérer 
l’incertitude liée aux options 
successorales. D’emblée, la 
planification stratégique, 
l’obtention d’évaluation, 
l’identification d’options de 
succession et l’établissement 
d’une structure financière sont 
des approches qui peuvent les 
aider à atteindre leurs objectifs. 
Les propriétaires d’entreprise ne 
seront satisfaits que lorsque les 
objectifs sont atteints. Une saine 
gestion successorale offre aux 
propriétaires un meilleur con-
trôle sur l’entreprise et permet 
à ces derniers d’avoir une plus 
grande confiance.

Introduction

O
 
nly seven percent of business owners have a 
written succession plan (CFIB, 2008). This paper 
attempts to help the other 93% get started with a 

succession plan. 
Small businesses in Canada are big business: they ac-

count for 45% of the economy, employ 60% of the workers, 
and account for 75% of net employment growth in Canada 
(Statistics Canada). Studies show that only 30% of businesses survive to the sec-
ond family generation and only 15% survive to the third generation (Lee, Lim, and 
Lim, 2003). Yet seven of ten business owners plan to retire by 2015 (CFIB, 2008), 
and most don’t have a plan. The lack of succession planning by business owners in 
Canada is creating an economic time bomb where there will be too many businesses 
for sale to too few buyers, who will all be competing for capital (Spence, 2005).

This paper contains pragmatic advice that is focused on helping business own-
ers overcome the emotional roadblocks to succession planning. It will discuss the 
owner’s goals and objectives, timing, working with advisors, the valuation process, 
and options for ownership succession. It will integrate both ownership and manage-
ment in its content. 

Succession Planning
Succession planning is defined as the process for preparing the future owners 

and managers of the business. As Winston Churchill said, ‘the process of planning is 
more valuable than the plan.’ 

1. Owner’s Goals and Objectives – The most important step in succession planning 
is to begin the process so you can take control of your future and your options. 
Succession planning makes you face your own mortality, make difficult choices 
among family members for possible successors, obtain enormous amounts of 
life and disability insurance to protect creditors, let go of your status as presi-
dent and business owner, deal with conflict and emotions, and put it all in 
writing. Other than those factors, what’s not to like about succession planning 
(Aranoff, McClure, and Ward, 2003)? The most important part is the courage to 
start so that you have control over your legacy. After all, you can leave a legacy, 
or you can leave a mess.
a. Letting go – This requires a clear view of the future and a confidence that the 

business will continue to operate in the future without you at the helm. The 
first step is setting goals for yourself. These goals include personal finan-
cial requirements from the business, lifestyle goals for your retirement, and 
business goals that will support you financially and support the business. 
The only way for you to obtain confidence is to start and steer the succession 
process. You are in control. Your accountants, lawyers, financial planners, 
employees, and customers are not in charge. They are important advisors and 
resources to support you, but you need to be clear on your goals. 

The most important 

part is the courage 

to start so that you 

have control over 

your legacy
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b. Financial security – Financial planning is the 
top issue for most entrepreneurs because their 
business is often their largest retirement asset 
and they are reluctant to give up control of their 
financial futures. The key to financial comfort is 
to develop a long-term plan and hold personal 
financial assets outside of the operating com-
pany. The conflict is that bankers require equity 
to support debt, so you may have to leave assets 
sitting in your company, supporting its growth 
and operations.

c. Information – Succession alternatives are re-
quired to support your business decisions and 
to provide your professional advisors with data 
so that they can make recommendations that 
suit your goals. Key information includes legal 
structures, organization chart, historical financial 
statements and tax returns, business plans, man-
agement structure, customer analysis, product/
service gross margin analysis, and key customer 
contracts.

2. Timing – The business owner can control timing by 
being proactive and making decisions early in the 
process.
a. Immediate – An immediate change can be un-

nerving for major customers and suppliers, who 
would rather see a seamless transition. Planning 
done in the emergency room or funeral home is 
wrought with stress, fear, and grief, and is too 
late to maximize the value of the firm for the 
benefit of the founder’s family and employee 
group. A continuity plan can quickly outline the 
key variables in your succession plan and protect 
your business.

b. Gradual – A gradual change allows different 
people to perform and develop in different roles, 
gaining broad experience across the firm. This 
will increase the chances of finding a capable 
leader who understands the entire business. It 
will allow for important introductions to major 
customers and suppliers. It will allow for mis-
takes to be made, learning to occur, and confi-
dence to build throughout the organization. 

c. Never – Some owners plan to die with their boots 
on. One eighty plus year old owner was still run-
ning the show when his fifty plus year old adult 
children were beginning to contemplate their 
own retirements, and not interested in being the 
next leader for twenty years. This is an unhealthy 
situation, compounded by an owner’s lack of 
outside interests or hobbies and fear of losing 
status once their role as president is given up. 
Often, banker, customer, and family pressure can 
nudge the owner to strengthen the management 
team and ownership structure for the future. But 
family pressure is the most difficult and riskiest 
to apply.

3. Advisors – Your professional advisors have a wealth 
of experience and wisdom to help you through the 
process, but the most important factor is that you 
clearly identify and communicate your goals to your 
advisors. Advisors without clear direction from their 
clients will not be effective advisors. You must also 
stipulate that they communicate with you in plain 
language, write summaries of your meetings and 
their advice, draw pictures to represent structures of 
what they have planned, give you proactive advice, 
and allow time for your questions and explanations. 
A professional who only responds to your questions 
and does not give you ideas or ask probing questions 
is not going to be a valuable contributor to some-
thing as emotional and important as succession 
planning.
a. Tax and accounting – The accountant’s main role 

is to recommend tax structures for the future 
ownership and to structure the transaction in 
order to manage the tax load. The accountants 
who focus on solely minimizing taxes can save 
you thousands of dollars, but this can also reduce 
the equity in your business, reduce your ability 
to borrow to fund growth, and ultimately reduce 
your wealth. The goal of tax planning should 
be to maximize after-tax cash flow and not just 
minimize taxes in the short term. The same ap-
plies to succession planning. The business will 
require working capital and borrowing capacity 
to operate and grow in the future. Therefore, the 
estate plan cannot take all surplus cash out of the 
business.

b. Valuator – The business valuation role will be 
discussed in the next section.
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c. Legal – The legal advisor’s role is to identify 
risks, develop structures, and prepare documents 
and agreements. Although the technical language 
of documents can be intimidating, it is very im-
portant for all parties to understand the contents 
and intentions of the agreements.

d. Financial planner – The financial planner can 
prepare financial investment plans that will ad-
dress your current and future financial needs 
while diversifying your investments and protect-
ing your future. There are several sophisticated 
tools available to shelter and protect your wealth. 
The key is getting the money out of your compa-
ny and into a creditor protected personal invest-
ment account.

4. Valuation – A business valuation will provide an 
independent verification of the market value of your 
business, which may be required for tax purposes 
in the event of an estate freeze. This valuation will 
likely be a conservative number and below the value 
that a strategic buyer, such as a competitor, would 
likely be willing to pay for your business.
a. Profitability and cash flow – The primary factor 

affecting your business value is your earnings. 
Frequently, earnings before interest, taxes, de-
preciation, and amortization (EBITDA) is used as 
a base, and then increased using an industry mul-
tiplier to arrive at a business value. A general rule 
of thumb is that a multiple of three to four times 
your EBITDA can give you your business value, 
however this value will depend on your industry 
and business cycle. It is recommended that you 
engage a professional business valuator to pre-
pare this valuation report, as it will be accepted 
by tax authorities and reduce risk of retroactive, 
one-sided tax assessments in the future.

b. Asset value – A business such as a manufacturer 
that relies on equipment infrastructure or a re-
source-based entity may be valued using an asset 
approach. This approach recognizes the future 
earnings potential from the capacity of the assets. 
Given today’s skilled labour shortage, having the 
equipment available does not necessarily mean 
you will have the staff to operate it.

c. Management team – Management team strength 
and autonomy impact value. Managers need real 
decision making power so that they can run the 
business without you. The business is more valu-
able if it doesn’t require your constant attention. 
If you, the owner, need to be involved in every 
decision, then you don’t have a business, you 
have a job and most buyers are not interested 
in purchasing a job. To make decisions, your 
managers require detailed financial and business 
information. Many family businesses keep critical 
information private and this prevents managers 
from performing as managers and reduces busi-
ness value.

5. Options for ownership succession – The future 
leaders of your company will come from the suc-
cessors you identify today. Leaders require vision, 
expertise, and courage. Your business and its culture 
will reflect your personal values and leadership 
style. A new leader will impart his or her own style. 
A dramatic change in values will not be successful 
unless the current values are not suitable for the 
long-term growth of the firm. Frequently, founders 
are very controlling and secretive. Unless the busi-
ness remains family owned, these factors can stifle 
profitability. Long-term growth and employee com-
mitment revolve around sharing a vision, assigning 
responsibility, and providing information for deci-
sion making.
a. Family – Family ownership can create a legacy 

for the founders and unite the family around 
their common futures. Successful family busi-
nesses include large international corporations 
such as Cargill, Ford, BMW, Johnson and John-
son, and many other private and public compa-
nies. Large or small, a family owned business is a 
source of pride where the family’s values are the 
foundation for the future. Unfortunately, family 
ownership only experiences 30% transfer to the 
second generation and 15% transfer to the third 
generation (Lee, Lim, and Lim, 2003).
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b. Employees – An employee ownership purchase, 
or management buyout as it is frequently called, 
is often a viable method for the owner to trans-
fer ownership to a group that is familiar to the 
owner and who may continue to access the owner 
for guidance in the future, thus preserving some 
status for the owner. Disadvantages are that this 
group usually has less capital, will likely require 
an extended period of time to finance the trans-
action, and will require ongoing support and 
guidance. Thus, the owner is not given a large 
cheque and immediately set free of responsibili-
ties, unless a venture capital or debt structure is 
in place to finance the transaction and a succes-
sor or management group has been groomed to 
take over.

c. Strategic buyer – A strategic buyer, such as a 
competitor or customer, has deeper pockets and 
higher potential to justify a premium price and 
can pay you quickly, but will require you to stay 
on for a while to ensure customers stay. Many 
owners do not like this option because they are 
working for someone else. These important fac-
tors show that money is not the only decision 
point in selecting a future owner.

6. Financing – Financing is largely driven by the type 
of successor arrangement being considered, as suc-
cessors have different levels of capital to fund an 
acquisition.
a. Vendor – Business owners frequently finance 

their own exits by creating preferred shares in an 
estate freeze where the shares are redeemed in 
the future from surplus cash flow or by accept-
ing payments from earnings, called an earn-out. 
Vendor financing provides the owner with some 
say and control into future operations, since the 
owner is a large creditor of the company. This 
process ties the owner to the financial health of 
the company and the skills of the new manage-
ment team. 

b. Banks – Debt financing is a low cost source of 
capital if you have collateral, as it can provide 
full or partial payment to the retiring owner. 
However, debt comes with tight restrictions 
on financial and performance ratios which are 
controlled through covenants. Banks force man-
agement discipline on companies by requiring 
annual business plans and budgets. This is a very 
positive step for businesses that are not currently 
planning. Statistics indicate that only one-third 
of businesses have a formal plan but that this 
one-third outperforms the two-thirds that do not 
have a plan. Banker relationships, and treating 
the bank as a partner and trusted advisor, can be 
very beneficial for the entire management and 
ownership team. Proper leverage of debt can 
facilitate growth and profit improvement, which 
are required to support payments to vendors and 
a larger ownership team.

c. Venture capital – Equity financing can provide 
cash to fund the owner’s sale and also strengthen 
management with the creation of a board and 
addition of managers or board members. If the 
business is highly profitable and has a strong 
growth trend, then the business may be able 
to support equity financing. Where banks add 
management discipline but are relatively hands-
off, equity players are investing their own money 
and play a very proactive and important hands-
on role in strengthening management. Equity 
is more expensive than debt, but can be used 
effectively to create leverage to take on more debt 
for growth.
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Appendix A: Questionnaire
Scoring key:  
1=strongly disagree. 2=disagree. 3= average.  
4=agree. 5=strongly agree. 
Using the above scale, how would your rate your com-
pany on the following:

1. We’re secure financially and have a long term plan to fund 
our retirement.

2. We’re prepared to ‘let go’ as we understand that we control 
the timing of when succession will occur and not if it will 
occur.

3. We have an emergency succession plan documented and 
understood by key managers and advisors so that the busi-
ness can keep operating.

4. We know the value of our business.
5. We have an exit date.
6. We understand our family’s interest in carrying on the 

business and have discussed this individually or as a group 
with all family members.

7. We have a written succession plan.
8. We have a full succession plan that identifies the successor, 

includes a management development plan to run the busi-
ness, includes a tax plan, identifies financing sources and 
structures, and outlines how the new owners will carry on 
the business.

9. We’ve discussed succession issues with our professional ad-
visors including our accountant, lawyer, financial planner, 
insurance specialist and banker.

10. We’ve communicated our succession plan in general terms 
and business continuity issues with our managers, bankers 
and major customers.
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7. Conclusion – Business owners can quickly take con-
trol of their futures and the succession process by 
identifying their goals and objectives, and commu-
nicating these to their advisors who can then help 
to structure the transaction and integrate the new 
successors. 
a. Communication – The succession planning 

process is highly important to owners, managers, 
employees, customers, suppliers, and bankers. 
Therefore, all should be apprised that the process 
is underway. Key parties such as owners and 
managers should be actively involved in develop-
ing and evaluating options.

b. Control – The founder can increase control by 
starting the process, clarifying their personal 
goals and objectives, obtaining information, 
discussing choices with stakeholders, and being 
actively involved in the process.

c. Confidence – This comes from exploring al-
ternatives and making decisions. There are no 
right answers in business; some are just better 
than others, and they all take time to hatch. The 
founder built a successful business on courage, 
and the succession process is another way to 
show that courage.

Phil Symchych CA, MBA is the president of Symchych 
Consulting and provides succession planning services 
to private family businesses. He can be reached at 
306.569.9111 or by email at Phil@symchychconsulting.
com.
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Ensure You Have 

a Choice
by The SuccessCare Program
www.successcare.com

Abstract: The SuccessCare ap-
proach is designed to help owner-
managers prepare for a voluntary 
sale and a choice around how and 
when they will exit.  This article 
addresses the when and how as-
pect of the succession in a family 
business. It has been previously 
published in Changing Lanes 
Winter 2007.

Résumé: L’approche de Suc-
cessCare est conçue pour aider 
les propriétaire-dirigeants des 
entreprises familiales  à se pré-
parer pour une vente volontaire 
de l’entreprise et pour le choix 
sur le «comment et quand» sortir 
des affaires. Cet article se penche 
sur le « quand et comment » de 
la succession dans une entreprise 
familiale. Il a été antérierement 
publié dans Changing Lanes 
Hiver 2007. 

Thom Penmaen is 65 years old and under pressure from his family to 
retire.  However, Thom has a great vision for the future of his tool 
and die business and there are many things he still wants to accom-

plish.  He is certainly not ready to plan his exit! 
Thom’s position is one all veteran entrepreneurs can relate to.  So much 

to do, so little time left.  The last thing on their minds is exiting the business 
before they are ready. How and when to transition their business is undoubt-
edly a choice every entrepreneur should have. 

What Thom doesn’t realize is that by not planning ahead he is actually 
reducing the likelihood that he will have that choice! At the same time, he is 
reducing the chances of realizing his vision for the business!  If Thom truly 
wants to achieve his vision, he needs to consider what’s required to ensure his 
goals could be met if he were not physically able to lead the charge.

Just like any other project Thom has managed during his 40 plus years as 
the owner/manager of Penmaenship Tool and Die, enabling a choice around 
“when to sell” and “to whom” needs a concrete plan of action and regular 
monitoring.  A ‘sale’ takes place whether or not any money changes hands.

1.  When
Entrepreneurs have only two choices around when to sell their businesses 

– voluntarily, at a time that is right for them – or involuntarily, when death, 
ill health, reduced profi tability or external factors deem it necessary.  Thom 
needs to be proactive in ensuring he can sell voluntarily.

2.  To Whom
Similarly, there are only two groups of 

people to whom the business can be sold – to 
someone inside the family / business (an in-
ternal sale), or to someone who is not already 
connected to the business (an external sale).  
Again, there are steps Thom should take ahead 
of time to give him maximum choice in fi nding 
the right “buyer”.

The route that gives Thom most fl exibility 
is to plan for an internal sale.  An internal sale 
also gives Thom the choice to sell externally. 

Remember, this doesn’t mean that Thom 
is going to sell any time soon – only that the business is ready for sale when 
Thom feels the time is right!  

Prepare for an Internal Sale
Enabling an internal sale entails preparation and project management in 

all three areas of the business: the management circle, the ownership circle, 
and the family or personal circle.
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The Management 
Circle

The objective 
here is to build a 
system that eventu-
ally sees the day-to-
day decision-making 
pass from the cur-
rent leader to one or 
more persons within 
the business.  The 
approach is to cre-
ate a management 
group that could 

successfully carry the business should something happen 
to you.  Building this system takes years and is likely the 
most critical part of the overall process to enabling an 
internal sale.   

The model is similar to that found in public compa-
nies and certainly the larger private companies. We refer 
to this process as “professionalizing the business” and it 
incorporates the following steps:
· Work with your advisor to identify what’s important 

to you with regard to the future direction of your 
business.

· Have your advisor help you share your vision with 
key members of your family and business to de-
termine if there is a common interest in moving 
forward.

· Involve this group in developing the track for the 
future and creating a concrete plan to achieve your 
common interest. 

· Look closely at your own role and identify the areas 
that do not utilize your natural strengths.  Match 
them to people who would get energy from working 
in that area. 

· Engage an expert to determine the skill sets needed 
to implement this track for the future.  Next take 
inventory of the skill sets currently in-house and 
develop a plan to fi ll in the gaps.

· Assign the authority and accountability to go along 
with each of the responsibilities awarded. 

· Create a mentoring plan to increase the skill sets 
and confi dence of the management team and groom 
prospective successors.

· Check how the system is running without you by 
taking varying lengths of vacations.

Essentially, you should begin by imagining yourself 
out of the picture.  How would the business function?  
What needs to be done to ensure it can function?  How 
long will it take?  What are the priorities?  

It is important to recognize that this management 
transition is a long-term objective rather than a short-
term goal.  It is a long-term objective that results in 
the creation of an investment that is attractive to buy-
ers from both inside and outside the business because 
prospective buyers can see how the business can survive 
without you.  You have thus enabled the choice to sell 
internally or externally.  
The Ownership Circle    

This is the area that is the most straightforward in 
terms of planning ahead.  The objectives are to protect 
the existing and future equity of the business while creat-
ing a fair system for shareholders to enter and exit own-
ership.  The approach is to work with your trusted advi-
sors who will go beyond the typical planning approach 
to help you identify your requirements and create a plan 
that meets your specifi c needs.  The steps to enabling an 
internal sale in the ownership area include:
· Create an advisory board to support the philosophy 

of the business and add structure to the process of 
setting the long-term purpose and vision.

· Implement a fi nancial plan that will not only pro-
vide you with the choice around when to exit, but 
also facilitate your desired lifestyle during and after 
your exit.

· Establish the value of the business and explore the 
tactics that will provide creditor proofi ng while 
managing the tax liabilities of the eventual sale.

· Set up an ownership structure that will not only 
afford you maximum choice in selecting the next 
shareholders but allow you some fl exibility in treat-
ing your benefi ciaries equitably.

· Formulate a rule book that documents the terms of 
ownership, a compensation policy, a dividend policy 
and the process for allowing shareholders to enter 
and exit the business.

With these policies in place, you will have formal-
ized the ownership transition process ahead of time, thus 
making the sale more attractive to prospective buyers 
within the family or business.  Add to these a strong 
philosophy and culture that increases the goodwill of 
the business and the result is a more lucrative option for 
outside investors.
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The Family / Personal Circle

Often the greatest challenge in preparing a busi-
ness for an internal sale is dealing with the differences 
between family values and best practices in the business.  
Family values generally focus on what’s best for the 
individuals and the relationships as opposed to what’s 
best for the business.  Yet family values are behind the 
motivation to keep the business in the family in the first 
place!

While the majority of entrepreneurs favour an 
internal sale to the family as their exit strategy, many 
don’t work towards this option as they fear a number of 
negative outcomes:
· Their choice of successor will cause conflict in the 

family. Treating their children equally is one of the 
cornerstones of being a parent so choosing one child 
over another is difficult in any situation.

· Handing the reins to a less experienced leader might 
result in a loss of the wealth the entrepreneur has 
created.

· They will lose their identity and purpose when they 
are no longer recognized as the principal of the busi-
ness. 

So from the perspective of the family circle, the 
objective in preparing ahead for an internal sale is to 
build a sense of stewardship around the business.  Stew-
ardship is the idea of being the keeper of the assets as 
opposed to the owner.  The steward’s role is to look after 
the business for a period of time before passing the baton 
to the next in line.  This approach fosters connectedness 
in the family unit, something that is essential for a suc-
cessful internal sale.  

Here are a number of strategies your trusted advisor 
recommends:
· Share the history of the business so everyone can 

learn from the past and celebrate the journey.
· Communicate the founder’s vision of the business, 

the ongoing purpose of the business, and the prin-
ciples upon which it stands.

· Help all family members, especially those that are 
not involved in the business day-to-day, to feel con-
nected to the business and encourage the building 
of a family legacy.  Be sure to engage all the in-laws 
so that the concept of connectedness can pass to the 
grandchildren. 

· Promote existing or build new family traditions.
· Ensure there is a safe forum where family members 

can connect and discuss issues that impact the fam-
ily.

· Enable individual family members to identify their 
personal passion and direction in life.

· Establish the process for family members to obtain 
ownership and/or be involved in the day-to-day 
operation of the business.

· Help the family learn how to make decisions togeth-
er.   Families can quickly break apart without the 
parental glue.

When entrepreneurs embrace the concept of stew-
ardship and actively walk the talk, the fear of letting go 
can be greatly minimized.  Instead they are able to recog-
nize that their exit serves to perpetuate the business and 
strengthen the legacy, and that there is another role for 
them to play.  Also, by actively promoting connectedness 
within the family, any conflict is more positive and easier 
to manage and the opportunity for an internal sale to a 
family member is greatly enhanced.  

Reprinted with permission from The SuccessCare 
Program. Originally published in Changing Lanes 
Without a  Major Collision, a quarterly newsletter 
for entrepreneurs and family businesses. For a 
complimentary subscription, contact a SuccessCare 
affiliated advisor in your area at 1.800.598.6400 x299.
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Go Beyond 
Dreams

by The SuccessCare Program  
www.successcare.com 

Abstract: The SuccessCare ap-
proach is designed to help own-
er-managers reach the Imple-
mentation Stage with a choice 
around how and when you will 
exit, while keeping one’s family 
intact.  This article focuses on 
a process of succession plan-
ning going from the information 
gathering to the implementation 
after passing through the com-
munication stage. The paper has 
been previously published in 
Changing Lanes Spring 2007.

Résumé: L’approche de Suc-
cessCare est conçue pour aider 
les propriétaire-dirigeants à 
atteindre l’étape de mise en 
œuvre de la succession avec un 
choix sur le « comment et quand 
sortir» tout en maintenant sa 
famille intacte. Cet article se 
concentre sur un processus de 
la planification de succession 
allant de la collecte des infor-
mations à la mise en oeuvre en 
passant par l’étape de commu-
nication. Il a été précédemment 
publié dans Changing Lanes 
Printemps 2007.

T
 
hom Penmaen can well remember the day he made his decision to start 
his own business.  Sophie was a stay-at-home mom and their daughter 
Cathy was just a few months old the day the staff were all called into Mr. 

Makin’s office.  Mr. Makin was very sorry, but he had decided it was time to shut 
down the plant.  Orders had been dwindling steadily and Mr. Makin was getting on 
in years.  He had made the decision to close up shop and retire.  

Thom was nervous but excited on the way back home that night to tell Sophie.  
He had it all worked out by then.  He could see what was wrong with Makin Tool 
and Die and had lots of ideas had anyone bothered to ask him.  He would get a loan 
and buy some of Mr. Makin’s equipment and start up his own shop in the garage.  
Once the loan was paid off, he would get some bigger premises.  Sophie could do the 
books for him and that would help keep expenses down.  He knew he could make it 
work!  With $10,000 and lots of energy and ideas, Penmaenship Tool and Die was 
born!

And Thom certainly did make it work.  Thom was a very typical entrepreneur.  
He worked hard, was independent, and had high expectations.  He followed his 
instincts, making adjustments on the fly, confident in his ability to achieve his goals.  
He attributes his success to his relentless pursuit of excellence.  

But as his business grew, it also became more complex.   In the early days, 
Thom had the privilege - the freedom and the right - to take the business in what-
ever direction he saw fit.  Today Penmaenship employs 150 people and annual sales 
are close to $30 million.  Thom has bestowed upon himself a level of responsibility.  
His decisions ultimately affect a number of other people.  He has employees who 
depend on him for their lifestyle, and a community that benefits from the employ-
ment he provides.   He also has children who have made Penmaenship Tool and Die 
their career and want to be sure that the business will always be there.   

Thom’s loyalty to his employees is very obvious and he definitely wants to 
provide a future for his grandchildren.  But does he know how to ensure that his 
dreams become reality?  Does he have a concrete plan to meet his responsibilities?  

Let’s take a look at the process Thom embraced to ensure his family had the op-
portunity to contribute to the building of their heritage.

The Approach
It’s not too hard to understand why Thom might hesitate to jump into a transi-

tion planning process.   While a part of him recognizes that time is running out - he 
recently turned 65 - there is so much he still has to accomplish.  Also, he has some 
doubts about passing the torch to his family and, never having experienced a transi-
tion before, doesn’t know there is such an animal as a formal transition planning 
process.  Thom is currently stuck in what we call the Inertia Stage of the process. 

For Thom to successfully transition his business one day, whether to a family 
member or someone outside the business, he must not only fully understand the 
steps in the process but also have enough confidence in his own, and his trusted 
advisors’ ability to implement the transition.  
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The approach was to take Thom and his family 
through the Line of Confi denceTM model.  

Moving through the 
Information Stage

From an initial meeting with Thom, it became clear 
that he had a number of concerns about the future.  He 
was stuck in the Inertia Stage.  Some uncertainty 
mixed with a fair amount of apprehension was handcuff-
ing Thom and fuelling his procrastination in dealing with 
his concerns.  

To begin with, there was considerable uncertainty 
around the future direction of the business.  Thom’s plan 
to expand into Europe and Mexico had been met with 
opposition from the family. To quote his daughter Diane, 
“he’s 65 years of age and should be slowing down, not 
adding more to his daily routine.”  But Thom was excited 
about the expansion and in a hurry to get the project 
underway while he still had his health and the energy to 
see it through.  

To compound matters, Thom had some doubts about 
choosing his successor.  At this point in time, his son 
wasn’t interested in the business and Thom wasn’t sure 
if his eldest daughter Cathy would make a strong leader.  
Besides, Cathy’s husband, who certainly has a huge infl u-
ence on Cathy, wasn’t at all supportive of an expansion.   
While Diane’s husband Brian was also involved in the 
business, how could Thom possibly choose a son-in-law 
over his own daughter?  

Thom defi nitely needed help to gain the confi dence 
that a solution could be found.

Before Thom would ever have enough confi dence 
to address his concerns or make any decisions around 
a future transition, there were a number of things that 
needed to be clarifi ed.  In particular, Thom and the key 
players in his family business needed to be clear about:
· What a transition plan is and is not.  It’s not about 

getting Thom to retire.  Retirement means to take 
something out of use and for Thom, that’s akin to 
death!  Transitioning is about building a bigger fu-
ture - building something that can sustain and unite 
his family long after he can.   

· What this bigger future might be.  We call this 
Thom’s house on the hill – the place where he would 
really like to be.   What does Thom envision, is it re-
alistic, and is there buy-in from the rest of the family 
to help him build that house?  To move forward, 
there needs to be a gathering and sharing of facts to 
identify what that common interest might be and 
how it can be reached.  If building Thom’s house ex-
tends beyond his lifetime or his current energy level 
and abilities, he will need to involve the next genera-
tion to realize his dream.  

Go Beyond Dreams

The Line of Confi denceTM diagram represents 
how every one of us approaches a new task or 
project. The left side of the model is the Learn-
ing Phase. In everything we do, before we can 
act with any confi dence, we need to gather the 
appropriate amount of information (knowledge 
and ability).

So the fi rst step is to work our way through the 
Information Stage. Only when we feel we 
have enough information (and everybody will 
need a different amount of information – even 
those involved in the same task or project), will 
we be able to proceed. At this point in time, we 
have crossed the  Line of Confi dence.  

Once across the Line of Confi dence, we enter the 
Initiation Stage where we begin to tackle the 
project while under the guidance of an expert 
or someone more experienced who can warn us 
of impending pitfalls.  We have now moved into 
the Communication Phase and are confi dent 
enough to involve others who have a stake in the 
outcome. By using the resources available to us, 
we not only increase our knowledge and under-
standing of relevant tactics, but move forward in 
achieving our goals.  

As we gather even more knowledge and experi-
ence, we transition into the Implementation 
Stage.  In this stage the project or task is well 
underway, we are clear about where we are go-
ing, and have more options available to us.  Now 
we can focus on the more challenging aspects of 
the assignment.   Our goal or objective is within 
reach!
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· How they will reach the bigger future.  It is impor-
tant that they are not only in agreement about what 
the house will look like, but know exactly what is 
needed to build it.  In other words, they must be 
willing to go beyond identifying where the business 
is headed and commit to developing and imple-
menting an appropriate action plan to get there.  

· What might stop them.  Being future-focused is 
critical to the continuity of their business.  The 
Penmaens need to identify everything that might 
prevent them from reaching their vision and then 
look at appropriate ways to address these obstacles.  
They need to be business-focused about identifying 
roles and responsibilities and assign authority for 
each role.

· Basing their decisions on facts.  All too often, we be-
lieve that our perceptions are reality - that whatever 
we think is true, must be true.   The Penmaens need 
to validate the facts before moving forward with any 
decisions.

· Fears can be managed.  Transitioning a business 
causes huge change and inevitably change results 
in some level of conflict.  We all tend to see conflict 
as damaging or chaotic. The Penmaens need some 
help to see that their fear of change can be managed 
and the conflict that results can be positive conflict.  
In essence, if managed properly, this conflict can be 
healthy and beneficial and lead to even greater suc-
cess!

· Understand the journey.  Knowing the destination 
and having a road map to get there are basic ele-
ments of any journey.   However, feeling good about 
the journey also requires an understanding of, and 
confidence in, the method of transportation.  Before 
they can take action, Thom and his family need to 
understand the steps in the process and feel confi-
dent in their guide or coach’s ability to get them to 
their desired destination.

Crossing the Line of Confidence
To bring Thom and his family across The Line of 

Confidence, we first explored what the business meant to 
Thom.  Through the SuccessChart, we identified Thom’s 
purpose and passion for Penmaenship Tool and Die and 
inventoried key building blocks for the continuity of the 
business.  

It was evident that Thom envisioned a bigger future 
and there were many opportunities ahead.  It also 
became clear that Thom had not actively involved his 
family in his plans for the future but rather expected that 
they would not only understand his intentions but fully 
embrace his goals by osmosis!  

So a confidential questionnaire was distributed 
to gather input from the key “stakeholders” – family 
members and managers who not only had a connection 
to the business but had specific insight into the current 
strengths and weaknesses of the organization. This was 
followed by an information session with the stakehold-
ers to share Thom’s vision and principles for the future 
and see if the family were connected to the business and, 
more importantly, interested in staying connected. 

With more facts on the table, there was a very posi-
tive message from the family. The next step was to look 
at what needed to be done to enable the transition.  Both 
Thom and the family were able to accept that to build the 
business into a legacy for the family, the business needed 
to be run more formally and there needed to be greater 
communication within each of the three main focus ar-
eas:  the family area, the ownership area and the day-to-
day operations.  This included mapping out the actions 
needed to take the business forward with or without 
Thom and finding a successor with the right skill sets.  

Strategies for financial protection for Thom and 
Sophie and a possible ownership structure beyond their 
lifetime were discussed.  The fact that Thom was already 
65 years old made it even more imperative that the fam-
ily quickly adopt a “we focus” to running the business 
and implement more direct mentoring and personal 
development strategies as soon as possible.  Already the 
confidence levels were rising!
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Moving into the Initiation Stage
Building the House on the Hill is the focus of the 

Initiation Stage.

The main focus of the Initiation Stage is to build the 
pillars of the house.  These SuccessPrinciplesTM incorpo-
rate:
· Direction:  creating the opportunity for the busi-

ness to grow and ensuring it happens.
· Roles: matching the right people to the right roles, 

implementing a mentoring and personal develop-
ment program, and distributing the authority, 
responsibility and accountability accordingly.

· Ground rules: establishing processes that enable 
the business to survive without the current leader, 
setting fair compensation policies, growing and pro-
tecting the financial, human, intellectual and civic 
capital, and ensuring open, honest communication.

· Measures: the transition 
process will undoubtedly 
present hurdles and alliga-
tors that threaten to throw 
the process off track.  It is 
important to periodically 
evaluate, regroup when nec-
essary, and celebrate both 
major and minor milestones 
along the way.

Building the house on the 
hill, or moving through the Initiation Stage, can be fairly 
complex so it is important to engage a professional to 
advise you and keep the process on track and help you 
enter the Implementation Stage with adequate formality 
and structure to enable ongoing communication, prob-
lem-solving and decision-making in the next generation 
leadership.

Reprinted with permission from The SuccessCare 
Program.  Originally published in Changing Lanes 
Without a Major Collision, a quarterly newsletter 
for entrepreneurs and family businesses. For a 
complimentary subscription, contact a SuccessCare 
affiliated advisor in your area at 1.800.598.6400 x299.

Go Beyond Dreams

If your house on the hill is to transition your busi-
ness to the next generation, developing a sense of 
stewardship within your family is an underlying tactic 
of the Initiation Stage.  Stewardship is the willingness to 
take the family business and the surrounding wealth, use 
it during your lifetime to do good things, and pass it on 
to the next generation healthier and stronger than when 
you got it. 

Secondly, ensuring that the business has a strong 
foundation of trust (a “we” focus) and leadership is criti-
cal.  This is an ongoing strategy.



SMEE Review/Revue PMEE August/Août 2008  | 33

L’impact Du Mentorat D’affaires De 
La Fondation De L’entrepreneurship 
Sur Les Apprentissages Des Nouveaux 
Entrepreneurs-mentorés
par Nicolas Boucher,
Service de mentorat 
d’affaires de la Fondation de 
l’entrepreneurship

Résumé: Cet article rend 
compte des réalisations du Ser-
vice de mentorat d’affaires de la 
Fondation de l’entrepreneurship 
au Québec, Canada. Il démontre 
que l’impact de la relation men-
torale peut être perçu de différ-
entes façons et que les résultats 
peuvent être uniques en soi. Ai-
nsi divers types d’apprentissages 
peuvent résulter de la relation 
mentorale, notamment, les 
apprentissages cognitifs, les ap-
prentissages liées aux habiletés 
et les apprentissages affectifs. 
Ce texte a été antérieurement 
publié dans Bulletins du Centre 
de vigie et  de recherche sur la 
culture entrepreneuriale du 20 
décembre 2007 # 138.

Abstract: This article dis-
cusses the achievements of the 
Business Mentorship Service 
of the Quebec Foundation for 
Entrepreneurship in Canada. 
It shows that the impact of the 
mentor-mentee relationship 
can be perceived in various 
ways and that the results can 
be unique to each case. Various 
types of learning can result from 
this relationship, in particular, 
cognitive learning, the acquisi-
tion of skills, and emotional 
learning. This text was previ-
ously published in Bulletins du 
Centre de vigie et de recherche 
sur la culture entrepreneuriale 
of December 20 2007 # 138. 

D
 
epuis l’an 2000, le Service de mentorat d’affaires de la Fon-
dation de l’entrepreneurship a été le théâtre d’un développe-
ment rapide et d’une amélioration continue de sa structure. En 

s’appliquant à produire des outils d’implantation et de gestion, la Fondation 
de l’entrepreneurship tente de s’assurer une structure édifiante et flexible aux 
différentes réalités du territoire québécois. Par contre, la réussite du pro-
gramme de mentorat d’affaires réside également dans l’action mentorale et 
plus spécifiquement dans les apprentissages du ou de la mentoré(e). 

À ce sujet, il semble donc intéressant d’observer l’impact que peut ap-
porter une relation mentorale à un(e) entrepreneur(e) et plus spécifiquement, 
l’interprétation que les mentorés vont en apporter.

L’information notée ici-bas est issue d’une recherche préliminaire 
indépendante de la Fondation de l’entrepreneurship provenant de mon-
sieur Étienne St-Jean, étudiant au doctorat de l’Université Laval intitulée 
: L’apprentissage de l’entrepreneur réalisé dans le cadre d’une relation 
de mentorat : exploration des possibilités. Cette étude préliminaire en 
amont d’une enquête approfondie qui aura lieu au printemps 2008, soulève 
quelques faits saillants forts intéressants. Divisés en trois sections, nommées 
pour le moment, apprentissages cognitifs, apprentissages liées aux habiletés 
et apprentissages affectifs, ces faits démontrent que l’impact de la relation 
mentorale  peut être perçu de différentes façons et que les résultantes peu-
vent être uniques en soi et très importantes pour les mentorés. 

Apprentissages cognitifs
Jusqu’à présent, l’enquête préliminaire tend à démontrer que les men-

torés voient un impact direct sur leur gestion du transfert des connaissances 
de gestion de la part du mentor (on ne parle pas de compétence mais bien de 
connaissance dans cette section). Il en va de même pour la vision d’affaires 
du mentoré. En fait, la personne mentorée a énormément d’idées, il s’agit 
donc de prendre les meilleures ou de connaître des stratégies de gestion et de 
les faire concorder avec son objectif de vie. L’autre point noté à cette section 
est l’identification d’opportunités, c’est-à-dire qu’en plus de clarifier la vision 
d’affaires du mentoré, le mentor permet d’ouvrir les horizons et d’amener 
ce dernier à réfléchir sur les opportunités qui s’offrent à son entreprise. Ce 
temps de réflexion et d’apprentissage cognitif est soulevé comme un impact 
majeur pour les mentorés rencontrés. 
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Apprentissages liées aux habiletés
S’il est vrai que la personne mentorée développe 

des connaissances de gestion (apprentissage cognitif) 
par ses échanges avec son mentor, il semble également 
vrai que cette même personne va développer des com-
pétences de gestion. Plus précisément, il arrive que les 
mentors sortent de leur rôle de mentor pour transférer 
des compétences de gestion à la personne mentorée. 
En fait, il arrive que le mentor joue le rôle de coach 
lorsque certaines de ses propres compétences d’affaires 
lui permettent de les appliquer. Même si une partie des 
mentorées affirment que les mentors vont jouer un rôle 
dans le développement des compétences de gestion, il 
en demeure néanmoins que ce phénomène est présent et 
décrit un peu le rôle proprement dit du mentor. Cepen-
dant, on note une certaine satisfaction des mentorés 
vis-à-vis de cet impact. 

Apprentissages affectifs
Finalement, le dernier volet d’apprentissage d’une 

relation mentorale englobe l’aspect affectif du men-
toré. D’un côté, l’image de soi est énormément notée 
dans les impacts de la relation mentorale.  En fait, par 
la relation mentorale, les mentorés notent qu’ils pren-
nent plus facilement conscience de qui ils sont en tant 
qu’entrepreneur et ce qu’ils veulent en tant qu’individu, 
surtout lorsque le mentor agit en tant que miroir à 
l’entrepreneur. Ce reflet de l’individu tend à permettre 
aux mentorés de mieux se définir comme entrepreneur. 
Le second point est la confiance en soi. Le brisement de 
l’isolement, par le support humain dans les différentes 
étapes du développement de l’entreprise et la possibilité 
d’avoir un confident d’affaires permet à la personne 
mentorée de se rassurer sur ses propres compétences 
entrepreneuriales et de prendre confiance dans ses déci-
sions d’affaires. 

 Évidemment, ces trois sections sont encore em-
bryonnaires. L’étude plus avancée au printemps 2008 
apportera de nouveaux éclairages sur les impacts du 
mentorat d’affaires. Mais d’ici ce temps, les quelques 
énoncés notés de l’étude préliminaire permettent de 
catégoriser les impacts pour mieux comprendre quelques 
aboutissants d’une relation mentorale. 
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PROFESSIONALS: 
Help For a Startup or Small Business
by Martin Asdorian Jr., Ph.D., 
SPHR, Colleyville, Texas, USA
lamaaso@aol.com or 
martya3704@sbcglobal.net

Abstract: In the start up or 
early phases of a business, the 
owner/operator may need as-
sistance from outside profes-
sionals including an attorney, an 
accountant, a computer profes-
sional, a public relations-market-
ing professional, a commercial 
real estate broker, an insurance 
professional, or a commercial 
loan officer. The author suggests 
a methodology for identifying/
selecting professionals and com-
ments on some areas that might 
be of concern to an entrepreneur.

Résumé: Au démarrage et 
dans les premères années 
d’existence de l’entreprise,  le 
propriétaire-dirigeant peut avoir 
besoin de l’aide des profession-
nels extérieurs comprenant un 
mandataire, un comptable, un 
informaticien, un profession-
nel de relations publiques & 
marketing, un agent immobilier, 
un professionnel d’assurance, 
ou un agent de crédit com-
mercial. L’auteur suggère une 
méthodologie pour identifier et 
sélectionner ces professionnels 
si nécessaire.

A
 
s a SCORE (Service Corps of 
Retired Executives) Counselor for 
almost fifteen years, I’ve coached 

approximately 1,500 Fort Worth, Texas area 
entrepreneurs in face to face counseling ses-
sions. SCORE (see www.score.org) is a U. S. 
501(C)(3) nonprofit organization that provides 
free and confidential business assistance and 
is dedicated to the formation, growth and suc-
cess of small businesses. SCORE is a resource 
partner with the U. S. Small Business Admin-
istration and currently has 10, 500 volunteer 
Counselors in 369 chapters across the United 
States.

Entrepreneurs often ask whether they 
should use a professional to assist in some 
aspect of their business startup. A precise 
answer depends on a specific fact situation, 
but, in general, we can respond by (1) helping 
to identify the areas of professional guidance 
that may be helpful and (2) suggesting a methodology for locating an appropriate 
professional. And, of course, emphasizing an important admonition: professional 
guidance can be expensive and its use has to be measured in terms of the value 
likely to be received. There is always more professional support available than the 
entrepreneur can afford to pay for.

Most small businesses, during the startup and early phases, will probably 
need advice/counsel/support from some or all of the following professionals: an 
attorney or solicitor, a Chartered or Certified Public Accountant, an insurance 
professional, an advertising/public relations/marketing professional, a bank’s 
commercial loan officer, a computer/software professional, or a commercial real 
estate agent.

Businesses with a special focus may need support from other professionals. 
For example, a child day care center may require a “director,” licensed or certified 
by a state/provincial agency; an oil or gas exploration business may require a cer-
tified petroleum or geological engineer; an exporter may need a freight forwarder 
with experience handling the documents for shipments to and from a specific 
country; and some businesses may require a professional to design/certify/file a 
plan that indicates compliance with handicap access, affirmative action, health 
and safety, or security rules and regulations.

A primary resource is a telephone book of advertising, the Yellow Pages. 
The internet is an increasingly important resource. A Google (www.Google.com) 
or Yahoo (www.yahoo.com) search is a good place for any quest for informa-
tion. Other search engines are also available. Simply enter the description of the 

Most small businesses, 

during the startup and early 

phases, will probably need 

advice/counsel/support from 

some or all of the following 

professionals: an attorney 

or solicitor, a Chartered or 

Certified Public Accountant, 

an insurance professional, an 

advertising/public relations/

marketing professional, 

a bank’s commercial loan 

officer, a computer/software 

professional, or a commercial 

real estate agent.
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professional being sought , e.g., “Chartered Accountant” 
and the name of the city and state/province in which the 
business will be located, e.g., “Edmonton, Alberta.”

The list of sites returned can be examined (or at 
least, the first ten to twenty-five sites) to help provide 
an understanding of the issues and questions associ-
ated with the professionals’ discipline. If many sites 
emphasize that the initial face-to-face meeting is without 
charge, a question should be raised when contacting a 
professional whose web site doesn’t mention the point.

Attorney/Solicitor - Many business owners will 
sign a lease, a franchise agreement, a business contract, 
or require customers to sign service agreements. An at-
torney should probably review the language of any key 
document before it is signed or put into use.

What should a business look for in an attorney? The 
relationship of a business and its attorney ought to be 
like the relationship between a family and the family’s 
medical doctor. It should be comfortable and of long 
duration. Certainly, a divorce attorney or a personal in-
jury attorney could handle most challenges, but it seems 
logical to select an attorney whose business is businesses 
and whose practice, over the years, will grow with the 
entrepreneur’s.

Selection of an attorney who has graduated from a 
local law school in the past five to ten years and is locat-
ed nearby may be prudent. Such an attorney would have 
local contacts and understand local issues. He or she 
would probably have a fee structure that is not at the top 
of the local range. It generally makes little sense to have 
to drive three hours for every meeting with an attorney.

How does one find an attorney? The referral service 
of the local bar association (in the Yellow Pages, under 
“Associations,” and probably listed as “Bar Association of 
[County/Province]” or “[... ] County/Province Bar Asso-
ciation”) can provide the names of attorneys in a geo-
graphic area who seem to have a small business focused 
practice. A Google search for “attorney ‘small business’ 
[your county/province]” should return a helpful list.

Another approach is to ask small business owners in 
the immediate area who they use. A key value of relation-
ships with other local entrepreneurs and membership 
in a group of local business leaders is the ability to call a 
colleague and ask “Who do you use?” or “How do you..?”

The entrepreneur should meet with several local 
business attorneys. A list of general questions to ask each 
attorney, questions beyond those dealing with creden-
tials and fees, can help add structure to these interviews. 

“Do you have other clients in my general business area?” 
“Have you assisted others in obtaining a [specific] state/
province license/permit?” or “How can you help my 
business prosper?” are examples. The attorneys’ internet 
sites and/or Yellow Pages panel advertisements should 
suggest several areas of possible discussion.

In discussions about seeking professional legal as-
sistance, an entrepreneur will occasionally volunteer, 
“I’ve got a friend/neighbor/relative who is a lawyer and 
he/she will be able to help, if I need it, and it won’t cost 
me a cent.” That’s fine and may be adequate for specific 
issues under certain circumstances. Over the longer run, 
however, the use of an objective and paid outside profes-
sional may be more prudent.

Accountant - Many view Certified Public Ac-
countants (CPA) or Chartered Accountants (CA) and 
bookkeepers as being interchangeable. They are not. 
A bookkeeper maintains records and does basic cleri-
cal work while a CPA or CA is university trained with 
a degree and, beyond that, has been certified as being 
capable of doing a high level of accounting work. The 
two are not mutually exclusive and a small business may 
utilize a “bookkeeper” to do regular clerical work, rang-
ing from simple to involved, and a CPA or CA to do tax 
returns, complex analysis of financial issues (e.g., buying 
or leasing, or long range financial planning). The CPA 
or CA also provides information and guidance on how 
local, state/provincial, and federal tax laws and rulings 
apply to the business. The cost of a bookkeeper may be 
relatively modest while the cost of a CPA or CA can be 
relatively high.

Some entrepreneurs turn over to an outsider each 
month all of the business’s invoices, checks, current 
records, and correspondence and allow the bookkeeper 
or CPA/CA to pay bills, do the necessary accounting and 
prepare the annual tax returns, resulting in little day-to-
day administrative involvement by the business owner. 
Such a practice should be re-examined. The business 
owner should use business records to develop strong 
control and planning instruments. He or she should be 
able to answer questions such as, “What is your most 
profitable (not most popular) service/product/customer 
segment?” without having to check with the outsider. 
Issues of customer privacy, record security, competitive 
intelligence, and the outsider’s integrity should also be 
considered.

PROFESSIONALS: HELP FOR A STARTUP OR SMALL BUSINESS
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The methodology for identifying and selecting a 
CPA or CA is much the same as for an attorney. There 
often are county or state/provincial professional orga-
nizations that can provide suggestions. Some CPAs and 
CAs also provide “back office” services related to payroll 
and record keeping. The introductory discussion should 
include a discussion of other services that may be avail-
able and, especially, the fees associated with these other 
services.

Computer/Software Professional - Today, 
every business must have computer resources and the 
skills to use them. At minimum, a business should have 
word processing, accounting, spread sheet, data base 
management, and internet capabilities. The nature of the 
business and its potential size may suggest much larger 
and more complex capabilities.

Two key computer resources are the software for 
handling on-line internet sales transactions and the 
software to handle all the point of sale issues associated 
with a particular type of retail store. There are web sites 
that identify available software. Versiontracker (www.
versiontracker.com) is one; there are certainly others.

How does one find a computer/software profes-
sional? It depends largely on the business’s issues, 
vulnerabilities, and size. For small businesses, a local 
storefront computer service store may be able to provide 
initial system recommendations, provide the equipment 
(or recommend local vendors), install it, and provide 
ongoing support services. Data back-up capability, virus 
identification and cleansing, and web design and main-
tenance are important, as well. The “Who do you use..” 
question to other area small business owners is useful 
here.

The computer/software issues can be troubling 
to those buying a franchise. Some franchisors include 
computer hardware and proprietary software as part of 
their total package. An objective computer professional 
can help assess the value of these franchisor supplied 
resources. Issues regarding updating, repairs, system 
responsibilities and so on should be clearly understood 
by the new business owner.

Insurance Broker - Almost every business will 
require insurance to protect against risk. There are risks 
associated with accident liability (a fall in the parking 
lot), bonding employees, errors and omissions (“E & O 
insurance”), business interruption, performance bonds, 
or workers’ compensation. Finding the firms that under-
write the needed or required insurance can be difficult.

A good place to start is with the agent who handles 
the business owner’s personal home or automobile li-
ability insurance. That agent probably doesn’t handle 
business liability insurance, but almost certainly has 
colleagues who do. Note that there may be circum-
stance where a small business owner currently running 
the business from his or her own home may not want 
his own agent to know about the business activity. The 
swimming pool maintenance serviceperson who keeps 
various acids in the garage along with the chlorine com-
pounds comes to mind.

The Yellow Pages might also be of help. The sec-
tions “Insurance - Commercial” and “Bonds - Surety & 
Fidelity” list businesses that may be of use. A friendly 
competitor may tell you where he or she buys business 
insurance.

Advertising/Public Relations/Marketing 
Professional - Every business should have well writ-
ten, easy to understand, attractive promotional material. 
Initial promotional material includes a tri-fold, business 
cards, and a letterhead. Business flyers, advertisements, 
and targeted marketing materials follow. Web site design 
has become very important. Layout, graphics, and ease 
of use are key. Professionals can help to coordinate 
graphic components to make the first impression of a 
new business as positive as possible.

Text used in promotional material, including press 
releases, should always be reviewed by an objective 
reader, professional or not. A public relations profession-
al may write and distribute a press release at reasonable 
cost. There is little reason why a small business shouldn’t 
issue a press release to announce any change in business 
circumstance or important event.

Mistakes with promotional materials are common. 
The prices of products/services probably should not 
be printed in a tri-fold because existing copies will be 
worthless when prices change. Erasures, cross outs, and 
handwritten data on promotional material are amateur-
ish and unprofessional. When the local office supply 
mega store sells 250 business cards at a modest price, 
there is no excuse for a handwritten cell phone number 
on cards being distributed to potential customers.
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How does one find an advertising/public relations/
marketing professional? The Yellow Pages has sections 
for “Advertising Agencies,” “Marketing Consultants,” 
and “Public Relations Counselors.” One useful technique 
is to visit the Marketing Department of a local college 
or university. Recent graduates may have left their own 
promotional material announcing the formation of their 
advertising/marketing/PR agency on a school bulletin 
board. This may give a business access to creative new 
talent at an attractive price.

Commercial Real Estate Agent - For many 
businesses, the selection of a facility can be key. Yet, 
some business owners who clearly understand that their 
business will depend on traffic will select a retail loca-
tion because “the rent was cheap” or “it was a restaurant 
before so the kitchen equipment was already in place.” 
Similarly, a business that is not concerned with im-
pulse buying, a retail store selling orthopedic shoes, for 
example, might select a facility located in a more remote 
and less expensive location, rather than directly on a 
high traffic road or in an upscale shopping center.

Leasing a business property can be complex. An at-
torney should review the provisions of any lease docu-
ment. A Google search on “commercial real estate lease 
issues” will return many leads for the business owner 
who needs a basic education in leasing a retail business 
site or office or warehouse space.

Commercial real estate agents may provide a range 
of business information such as estimates of facility re-
lated costs for specific properties and, often, for general 
geographic areas. They may provide automobile traffic 
figures and may be able to help identify the individuals 
or offices that can supply authoritative data for use in a 
business plan. For example, the commercial real estate 
agent probably knows who, in the local public school dis-
trict administration, is responsible for projecting popula-
tion demographics in specific areas of the school district.

How does one find a commercial real estate agency? 
Again, a good place to start is the Yellow Pages. A Google 
or Yahoo search on “commercial real estate” and the 
name of the town and state/province in which the busi-
ness will be located will return many useful leads. The 
classified advertising in the local newspaper, including 
the ads on the newspaper’s own internet site, may be 
useful.

Just driving around and identifying general areas of 
interest can be helpful. Leasing agents often mark vacant 
commercial property with a sign or poster that provides 
a name and contact information. Be aware, however, that 
the contacted agent is far more interested in leasing the 
property on which his name and number were posted 
than he is in ensuring that the inquiring entrepreneur 
identifies and leases the best location possible.

Conclusion - 
Outside professionals can be key to the success of a 

startup business. But they can be expensive, and almost 
any professional can claim to be proficient at the work 
of other professions. The small business owner/opera-
tor must carefully measure the cost of any task for which 
an outside professional might be considered against the 
benefits promised and the alternative uses of those same 
resources (i.e., cash or the time of the business owner/
operator).

Further, many business professionals offer prod-
ucts and services outside their core fields of expertise:  
an accountant may sell accounting software or payroll 
processing services, or a marketing consultant may sell 
point of sale software. The cost and benefits of any non-
core product or service offered by a business professional 
should be weighed against the cost and benefits of simi-
lar products offered by alternative providers.

PROFESSIONALS: HELP FOR A STARTUP OR SMALL BUSINESS
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Survey of The Problems Relating 
To Loan Accessibility of Small and 
Medium Enterprises In Nigeria

by T. M. Obamuyi, Ph. D
Senior Lecturer, Department of 
Banking and Finance, 
Adekunle Ajasin University
Akundgba-Akoko, Nigeria
tomolaobamuyi@yahoo.co.uk

Abstract: This study identifies 
some fundamental problems 
that have constrained bank 
finance to the Small and Me-
dium Enterprises (SMEs) in 
Nigeria. It also analyses how 
bank lending affects firms’ per-
formance. The paper was based 
on a sample size of 260 firms, 
and interviews with the entre-
preneurs and managers of some 
banks. The results indicate that 
the firms that have access to 
bank loans perform better than 
those without such loans. The 
study recommends that govern-
ment should formulate policies 
that will compel banks to relax 
their stringent conditions and 
operations which discourage 
borrowing. 

Résumé: Cette étude identifie 
quelques problèmes fonda-
mentaux qui sont des goulots 
d’étranglement pour le finance-
ment des PMEs par les banques 
au Nigéria.  Elle analyses 
également comment le crédit 
bancaire affecte le succès des 
entreprises. L’article est basé sur 
les données recueillies lors des 
entrevues auprès d’un échantil-
lon de 260 entreprises et les 
directeurs de quelques banques. 
Les résultats indiquent que les 
entreprises qui avaient reçu les 
crédits bancaires avaient mieux 
performé que celles qui n’en 
avaient pas reçu. L’étude recom-
mande que le gouvernement 
formule les politiques suscep-
tibles de contraindre les banque 
à assouplir leurs conditions 
d’octroie des crédits.

Introduction

T
 
he Small and Medium Industries Equity Investment Scheme (SMIEIS) 
in Nigeria defines small and medium enterprises (SMEs) as enterprises 
with a total capital employed not less than N1.5 million, but not exceed-

ing N200 million, including working capital, but excluding cost of land and/or 
with a staff strength of not less than 10 and not  more than 300. Many of the 
SMEs have become moribund owing partly, and often times largely, to poor fund-
ing (Olutunla, 2001). As Ojo (1992) argues, these enterprises have been unable 
to obtain needed finance from the financial institutions, either because of (i) an 
“information gap”, or (ii) “availability of funds gap”. Thus, it seems that SMEs are 
financially frustrated (Vos et al. 2007).

The three fundamental problems arising from banks’ financing of SMEs in 
Nigeria are: First, why banks, despite better debt servicing, do not expand SMEs 
loans?  Second, why are the SMEs reluctant to seek loans, despite the various 
lending schemes by the banks? Third, does bank credit have any impact on busi-
ness performance? The questions raised above are the motivations for the study.

Problems Relating to Loan Accessibility
In less developed countries where there is a dearth of information on the 

operations of SMEs, there is always risk aversion by the financial institutions in 
funding the sector (Ogujiuba, et  al., 2004). As Vos et al. (2007) observe, it seems 
that SMEs live in a world where growth is the normative expectation, but they 
are unable to grow due to information asymmetry, which results in a finance gap, 
contributing to the inability to grow. In most countries, lack of accessibility to 
finance the enterprises is attributable to both the supply and demand factors in 
lending. On the supply side, banks are reluctant to grant loans to SMEs because of 
lack of reliable information on borrowers, low transparency of operations and poor 
accounting standards, lack of discipline in the use of credit facilities, and difficulties 
in enforcing loan contracts. On the demand side, entrepreneurs are constrained 
by the absence of collateral, improper bookkeeping, inability to prepare feasibility 

Fig. 1: Commercial Bank Loans to Small Scale Enterprises 
as Percentage of Total Credit to the Economy
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studies, and lack of confidence in the banks because of the 
frequent financial crises. Thus, commercial banking credit 
to the SMEs in Nigeria has continued to dwindle over the 
years.  Figure 1 shows commercial bank loans to SMEs as 
a percentage of total credit to the economy.  

Commercial banks in Nigeria have developed an in-
novative interventionist lending strategy known as Small 
and Medium Industries Equity Investment Scheme 
(SMIEIS), which from 1st August, 2001 has required 
all banks to commit 10% of their pre-tax profits to the 
funding of the equity of SMEs. As of the end of the first 
quarter of 2007, out of N38.2 billion set aside under the 
scheme by the 25 banks, N18.1 billion or 47.3%, had been 
accessed by the SMEs (CBN, 2007). This further reflects 
the banks’ apathy toward SME financing, as well as the 
SME borrowers’ reluctance to obtain bank credit.

Methodology
Ondo State was selected for the survey because of 

the level of economic and infrastructural development, 
and the abundant human and natural resources which 
encourage the growth of many enterprises. A composite 
sampling frame was used in the survey to select the en-
terprises. The State was stratified into the existing three 
Senatorial Districts. In each of the Senatorial Districts, 
three Local Government Areas (LGAs) were selected, 
based on the level of development. This amounts to 9 
Local Governments, out of the existing 18 LGAs. In ad-
dition to the nine LGAs, the State Capital was added in 
order to have the views of the entrepreneurs with more 
access to infrastructural facilities. Some banks were also 
selected, using a stratified random sampling technique.

The paper was based on the case study of a sample 
size of 260 SMEs, randomly selected from the ten LGAs, 
and who were registered with Corporate Affairs Com-
mission (CAC) and/or State Ministry of Commerce and 
Industry. The researcher decided to sample 50 SMEs 
each from Akure South and Akure North Local Govern-
ments, and 20 SMEs each from each of the other eight 
LGAs. In addition, a sample of nine banks was selected 
for the survey.

 Information was collected from both primary and 
secondary sources. For the secondary sources, data were 
collected from the records of the selected banks on the 
requirements for granting loans to SMEs. The primary 
data were obtained through interviews with the entre-
preneurs and managers of banks included in the sample. 
For the firms, questions were asked about whether firms 
applied for loans and if not, why not; the level of profits; 
sales; and number of employees. 

This study employs with and without approach, us-
ing charts and graphs, to analyze and compare the activi-
ties of two groups of SMEs distinguished by their access 
to financing: one group consists of firms that received 
commercial bank loans and the other group consists of 
firms without such loans. The study period is from 1994-
2003. The annual average of profits, sales, and number 
of employees were computed before the granting or non-
granting of a loan, and a similar post loan time period 
was computed for each of the performance measures 
separately for the SMEs that had received loans and 
also for those SMEs that had not. Then, the percentage 
increase in the average of the variables was compared 
during the post loan period for the loan receiving SMEs 
relative to those SMEs that did not receive the loans.

Results and Discussions
I. Interview with the Banks

a. Why Banks do not Expand SME Loans
On the question of why banks, despite better debt 

servicing, do not expand SME loans, the bankers pointed 
out that their minimum lending requirements, which the 
SMEs must meet before granting of loans are: 

-  Relationship of at least 6 months
-  Personality: Integrity and track record
-  Security: Share Certificates, Term deposit, Per-

sonal guarantee
-  Equity/owner’s contribution: 50:50 preferable
Although banks in Nigeria are liquid and would like 

to make loans available to SMEs, they claimed that they 
are constrained by the unfavourable characteristics of 
the enterprises. Thus, bankers’ views on some of the spe-
cific problems and experiences faced by SMEs in obtain-
ing credit from the banks are shown in Figure 2. Almost 
half of the bankers indicated that poor credit worthiness 
was the main problem for not expanding SME loans.

The various constraints have made lending by the 
banks to the SME sector to be mainly on a short term ba-
sis (Figure 3). According to the bank interviewees, short 
term lending occurred because most of the funds were 
mobilized only on a short-term basis by the banks. 

b. Suggested ways to Increase the Supply of 
Bank Credit for SMEs

i)  Adequate Financial Information

Most of the banks suggested the provision of ade-
quate financial information on which to assess the credit 
worthiness of the enterprises. This enhances the trans-
parency of the SME operation and reduces the informa-
tion asymmetry, which have tended to make the SMEs 
risky ventures.
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Multiple responses were allowed: Therefore, sum may exceed 100 

Fig. 2: Constraints in Lending to SMEs

Fig. 3: Loan Duration to SMEs

ii) Culture of Loan Repayment

All banks suggested that the SMEs 
should cultivate the culture of paying down 
their loan regularly to build confidence 
between the banks and the enterprises. This 
has the implication of encouraging future 
lending based on the projects rather than on 
the collateral, since collateral is  not readily 
available in most cases.
II.  Interview with the SME Borrowers

a) Why SMEs are Reluctant to seek 
Bank Loans

On the question of whether firms have 
obtained loans from the banks, out of 260 
enterprises surveyed, only 133 (51 per cent) 
applied for and received loans (Table 1). 

The entrepreneur interviewees identi-
fied the reasons why they were reluctant to 
seek bank loans, despite the various lending 
schemes by the banks. The respondents who 
successfully received bank loans claimed 
that they were mandated to offer their 
houses or their family land as collateral, 
in addition to providing guarantors for the 
loans.  Some of the enterprises not applying 
claimed that it does not necessarily mean 
that they were not credit constrained, but 
felt that the bank’s requirements for bor-
rowing were too stringent. The interviewees 
claimed that the high cost of raw material, 
poor infrastructural facilities, and high cost 
of borrowing have made bank lending unat-
tractive. 

b. Suggested ways to assist SME 
Accessibility to Loans

Against the background of the constraints to bank 
lending to SMEs, a number of ways to make bank credit 
attractive to the enterprises were suggested by some of 
the entrepreneurs during the interview:

i)  Reduced Interest Rate

Most of the firms that did not apply for loans, or ap-
plied unsuccessfully, maintained that interest rates were 
too high. The annual interest rate for a loan received 
between 1994 and 2003 was between 25-40 per cent per 
annum in Nigeria. The firms believed that a reduction in 
interest rates would ease accessibility of funds to SMEs 
from the commercial banks. The problem with high 
interest rates is that it increases cost and reduces profit-
ability of a business, and even affects viability. One of 
the entrepreneur interviewees expressed the implication 
of the high interest as follows: High interest rates have 
allowed dishonest or credit unworthy borrowers to have 
access to larger loans, who were later found to become 
willful defaulters. 

Table 1: Have you obtained loans in the past five years?

Loan Status Number of Firms Percentage of Firms

Applied for  
and received loans 133 51.2

Did not apply for loans 36 13.8

Applied unsuccessfully 91 35.0

Total  260 100.0
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ii) Quick approval and disbursement of loans
The entrepreneur interviewees expressed concern 

over the delay in loan processing and approval. They 
suggested that the level of documentation and the bu-
reaucracy involved in bank lending should be made easy 
to encourage them to make use of bank loans.
iii) Less importance to collateral

Over half of the entrepreneur interviewees were of 
the opinion that collateral requirements must be waived 
in order to encourage them to borrow from the banks. 
Instead of collateral, they suggested that the banks 
should consider the prospect of the firms and their con-
tributions to the economy.

iv. Lending Long Term
All of the entrepreneur 

interviewees suggested that 
government should make efforts 
to encourage banks to lend on a 
medium and long term basis, to 
assist in their long term invest-
ment decisions. This claim, how-
ever, is reasonable and is in line 
with the argument by Ogujiuba et 
al.(2004) that short term facili-
ties accompanied by high inter-
est rates and high collateral can 
hardly aid the growth of small and 
medium enterprises. 

Assessments of Firms’ 
Performance

By grouping firms accord-
ing to access to formal credit 
(firms with bank loans and those 
without loans) and comparing 
their annual average profits, sales, 
and number of employees, the 
performance of the two groups of 
firms can broadly be assessed. A 
guiding hypothesis for this pur-
pose is stated as follows: “There is 
no difference between the per-
formances of firms that received 
banks loans and those without the 
loans.” The performance variables 
are: profits, sales, and number 
of employees. The results of the 
study revealed the performance of 
the two groups of firms during the 
period of granting or non-grant-

ing of loans. However, in some years during the period of 
loans, there was some overlapping of observations, indi-
cating almost the same level of performance for the two 
groups of firms. For instance, there was overlapping of 
observations for number of employees (1997 and 1998), 
profits (1994, 1995 and 1996) and sales (1997, 1998 and 
1999). The analysis further showed 5-year projections of 
the annual average of each performance measure for the 
firms before the granting or non-granting of a loan, and 
a similar 5- year projection of the post-loan period. The 
results of the study are shown in Figures 4-7.  

Fig. 5: Annual Average Profits of Firms, with and without Bank Loans

Fig. 4: Annual Average Number of Employees of Firms, with and without Bank Loans
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Number of Employees

For the pre-loan period, 
the annual average number of 
employees of non-loan ben-
eficiary SMEs outperformed 
the loan beneficiary firms. The 
annual average number of 
employees was 10 for non-loan 
beneficiary SMEs, compared to 
about 5 for beneficiary SMEs 
(Fig. 4). During the period of 
loans up to 2003, the number 
of employees tripled, while for 
non-beneficiaries, it remains 
fairly constant. The post-loan 
period shows a more positive 
slope, and by projection into 
2007, the number of employees 
increased by about four=fold, 
while for non-loan beneficiary 
SMEs, the annual average num-
ber of employees remained al-
most constant. The percentage 
increase in the annual average 
number of employees of benefi-
ciary SMEs was 21%, while for 
non-loan beneficiary SMEs, the 
percent annual increase was 9% 
(Fig.  7).
Profits  

The annual average profit 
of loan beneficiary SMEs dur-
ing the period of the loan was 
higher, and was also projected 
to be higher for the next 5-year 
post-loan period, than that of 
the non-loan beneficiary SMEs. 
However, the 5-year projection to the pre-loan period 
shows that the profit performance for the beneficiary 
SMEs was lower than that of the non-beneficiary SMEs 
(Fig. 5). The percentage increase in the annual average 
profit of loan beneficiary SMEs for the post-loan period 
was observed to be 41%, while that of non-loan benefi-
ciary SMEs was about 22% (Fig. 7).

Sales

The annual average sales increase prior to the take-
up of loans was insignificant for the enterprises that 
received loans. But during the loan period, the annual 
average sales increase was substantially higher compared 
to that of the non-beneficiary SMEs (Fig. 6). The annual 
average of sales for loan beneficiary SMEs for the post-
loan period was better than the non-loan beneficiary 
SMEs. For instance, the percentage increase in annual 
average sales for the post-loan period was 28.5%, while it 
was 8.9% for non-loan beneficiary firms (Fig. 7).

Fig. 7: Percentage Increase in Annual Average of Number of Employees, Profits, 
and Sales of Firms with and without Bank Loans during Post Loans Periods

Fig. 6: Annual Average Percentage Increase in Employees, 
Profits, and Sales, with and without Bank Loans
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Overall, the percentage increase in performance, as 
measured by number of employees, profit, and sales, is 
higher during the post loan period for the loan benefi-
ciary SMEs relative to those SMEs that did not receive 
the loans. Thus, it can be validly concluded that the loan 
beneficiary SMEs perform better than the non-receiving 
loan SMEs. 

Conclusions and Implications
Accessibility to bank loans, no matter the magnitude, 

affects firms’ performance. The results show that firms 
that receive banks loans perform better than those with-
out such loans, particularly in terms of profits and level 
of sales.  The results suggest that the policy makers and 
the banks should make a concerted effort at encouraging 
loans to the SME sector in their attempt to develop the 
economy. The SME owners should cultivate entrepre-
neurial cultures and equip themselves with the necessary 
entrepreneurship education, so they are in a better posi-
tion to seek out and manage bank loans. 
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Abstract: The purpose of  
this article is to provide practi-
tioners with an understanding 
of the concept of the learning 
organization and how it can be 
of benefit to small and medium-
sized enterprises (SMEs). Also, 
the paper describes a six-step 
framework that highlights 
observable actions that can be 
taken to build a learning organi-
zation within an SME. 
 
Résumé: Le but de cet article 
est de fournir aux gestionnaires 
et entrepreneurs une définition 
du concept de l’organisation 
apprenante et de présenter ses 
avantages pour les petites et 
moyennes entreprises. En outre, 
l’article décrit un processus de 
six étapes qui met en évidence 
les actions concrètes qui peu-
vent être prises pour bâtir une 
organisation apprenante au sein 
d’une PME.

A Practitioner’s Guide to 
Turning SMEs Into Learning 

Organizations
What is a learning organization?

I
 
n today’s contemporary society the one constant factor is the exponential 
increase in the rate of change. To respond successfully to rapidly changing 
environments and markets, organizations need to learn at least as quickly 

as the prevailing rate of change. During the past several years, many scholars 
have suggested that learning may be the only source of competitive advantage for 
organizations and that the hallmark of effective organizations will become their 
capacity to learn1. The notion of the learning organization has generated tremen-
dous debate. Proponents of the learning organization concept suggest that it may 
provide the catalyst which is needed to push forward, in a holistic way, the many 
strands, ideas, and values with which organizations must now concern them-
selves2.

While it has been suggested that the antecedents of what one means when 
one talks about the learning organization date back to the 1920’s, there is gen-
eral consensus that its emergence as a topic for consideration has predominantly 
grown out of writings which have appeared since the late 1980’s. As may be ex-
pected, given the upsurge of interest in the concept and the proliferation of litera-
ture, numerous attempts have been made to define the learning organization. For 
the purpose of this article, the following definition is being adopted3: “A learning 
organization is an organization skilled at creating, acquiring and transferring 
knowledge and modifying its behavior to reflect new knowledge and insights.” 
By sub-dividing this definition into its three component parts, one can see clearly 
the characteristics of a learning organization. First, new ideas are a prerequisite 
for learning. Learning organizations actively try to infuse their organizations with 
new ideas and information. They do this by constantly scanning their external 
environments, hiring new talent and expertise when needed and by devoting sig-
nificant resources to train and develop their employees3. Second, new knowledge 
must be transferred throughout the organization. Learning organizations strive 
to reduce structural, process and interpersonal barriers to the sharing of informa-
tion, ideas and knowledge among organizational members4. Third behavior must 
change as a result of new knowledge. Learning organizations are results oriented. 
They foster an environment in which employees are encouraged to use new be-
haviors and operational processes to achieve corporate goals4.

The proposed framework of a learning organization, which is discussed later 
on in this article, incorporates stages and phases that assist in the aforemen-
tioned characteristics to be ‘built-in’ an SME. For example, phase 1 of step 4 and 
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5 of the framework proposes the development of a com-
munications strategy that enables communication with 
internal and external stakeholders, which results in the 
environment being scanned for information. Step two of 
the proposed framework proposes a strategy that enables 
knowledge to be transferred throughout the organiza-
tion. This is achieved by having a constant feedback loop 
between management and staff. The outcome of the 
framework proposes an organization that enables behav-
iors to change, which is the third component part of the 
learning organization as discussed above, through the 
development of a philosophy of lifelong learning being 
embedded in the workplace, the business being flexible, 
responsive and adaptive to change and a culture being 
created which leads to novel solutions to problems and 
new ideas emerging.

The learning organization, however, is just another 
means to a business goal. It is not an end in itself, but a 
route to improved performance, productivity and profit. 
According to Senge5, it is one of the current ‘big things’. 
In effect, the concept represents a methodology for man-
agement of change. It does, however, pay particular at-
tention to valuing employees and to the implementation 
of structures and mechanisms which allow employees 
to recognize the value placed on them and to contribute 
to the development of their own work area and of the 
organization. If an organization can establish a work-
force that genuinely uses team work and uses a process 
of reflective, aggressive, self-transformation to become 
an adaptive flexible force for delivery, it could claim to be 
a learning organization5.

Framework of the Learning 
Organization Adopted for this study

Several different models of the learning organization 
have been proposed in the literature. However, by far 
the most significant and influential piece of writing from 
within the learning organization literature is Senge’s. He 
stated:

“Real learning gets to the heart of what it 
means to be human. Through learning we re-
create ourselves. Through learning we become 
able to do something we never were able to do. 
Through learning we extend our capacity to 
create, to be part of the generative process of 
life.  There is within each of us a deep hunger 
for this type of learning5”.

In this manner, Senge spells out the ideal of the 
learning organization. As such, the learning organization 
should not be considered to constitute a model of ‘best 
practice’, but rather, as a set of ideal organizational char-
acteristics to which practitioners should progressively 
aspire. Thus, it is important to note, Senge is pointing 
towards the need for all organizations to embark upon 
a journey of continuous improvement which, by defini-
tion, will have no real ‘ending point’. The framework 
(in Figure 1), which identifies observable actions that 
can be taken to build a learning organization within the 
framework of an SME, is based on research conducted by 
Birdthistle6. Birdthistle’s6 research, which was influenced 
by theorists like Watkins and Marsick4, Senge5, and 
Pedler et al.7, involved the examination of the learning 
orientation of 121 family SMEs. The resulting framework 
shares characteristics with that of leading researchers 
like Watkins and Marsick4 and Redding and Catalanello8. 
Furthermore, Birdthistle6 evaluated the literature to 
ensure that the actionable steps within the framework 
covered adequate content area for the construct of the 
learning organization. 
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Step One: SME Structure
SMEs need to be structured so as to enable the 

adoption of learning organization characteristics. This 
first step entails three phases. The first phase requires 
an SME that is composed of a structure that is adap-
tive to change. This is where an SME has the ability to 
adapt, evolve or change its behavior in response to its 
environment and this can be accomplished through 
having multi-disciplinary teams, a management board 
with outside advisors, and the implementation of a 
learning culture where the organization accepts a set of 
attitudes, values and practices (such as enabling people 
to continuously challenge the ways of doing things in the 
SME) that support the process of continuous learning 
within the organization. Thus a learning culture empow-
ers the organization to achieve dramatically improved 
results compared to more traditional organizations, as it 
enables the business to: easily adapt to change; actually 
anticipate change; be more responsive to the market 
place; generate more energetic, loyal and goal oriented 

employees; and grow through innovation. The second 
phase requires the SME to implement systems that en-
able the characteristics of the learning organization to be 
adopted within. Birdthistle6 suggests that the business 
develops a system where the gaps between actual and 
desired results are identified. Furthermore, she recom-
mends that a budgeting system be developed for the 
provision of learning and training. Additionally, as the 
business grows the founders’ time should be devoted to 
strategic planning and the determination of future goals 
and objectives; therefore, it is suggested that a delegation 
system be planned and implemented. The third phase of 
Step One is the strategy development phase. Birdthistle6 
suggests that the SME devise plans for the future of the 
business. These plans should identify the training goals 
of all employees. The SME needs to plan for the integra-
tion of learning within the working environment and this 
is done through analyzing the skills set of the individuals 
and the goals of the business, which leads into Step Two.

Figure 1: Framework of the Learning Organization

A Practitioner’s Guide to Turning SMEs Into Learning Organizations
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Step Two: Individuals
In this step, Birdthistle6 recommends that the SME 

should ensure that there is constant communication 
between management and staff and there is a continu-
ous feedback loop between the two. Communication and 
feedback can be achieved on a formal (e.g., scheduled 
meetings) or informal (e.g., email, billboards) basis 
and the cost is typically insignificant. So as to enable a 
learning organization to be ‘built’ within the SME, one 
must ensure that employees are empowered. By giving 
employees responsibility for decision-making, the SME 
is empowering employees, thus giving them authority 
within the business. Birdthistle6 suggests that owner-
managers should identify and plan for the necessary 
skills of their staff. By implementing a skills-set database 
through an IT system, the business will be aware of the 
employees’ skills and skills gaps. Furthermore, the SME 
can use the identification of employees’ skills for ap-
praisal purposes and to be adaptive to the needs of their 
employees.

Step Three: Teams
The first phase of Step Three is ensuring that there 

is communication and feedback between the team in the 
organization and the management of the business. This 
can be done through regular meetings with manage-
ment and/or enabling team members to have ‘upward’ 
communication with management. The second phase of 
Step Three is the development of team goals and systems 
devised to enable them to implement their recommen-
dations – unhindered by management. The third phase 
of Step Three is ensuring that the team is rewarded 
for its actions. This phase of the model of the learning 
organization for SMEs recommends a reward system be 
implemented for the team, which can take the form of 
financial and non-financial rewards.

Step Four: Management 
As with Step Three, management has to develop a 

communications strategy so as to communicate with its 
internal stakeholders (i.e., employees). By communi-
cating with their internal stakeholders, management is 
‘opening’ the business to its stakeholders and creating 
a more ‘professional’ atmosphere. The second phase of 
Step Four is the creation of a learning culture within the 
managers of the business. Birdthistle6 recommends that 
the SME managers should consider their cultural ori-
entation concerning learning; for example, what is their 
attitude towards the mentoring of lower levels of man-
agers, or upskilling themselves? By implementing this 
phase, management should be open to all learning pos-
sibilities and should allocate funds to a learning budget. 
The final phase of Step Four is the implementation of 
strategy. This phase suggests that in order to implement 
strategy, the management of the SME should implement 
a mentoring system in order to enable informal learn-
ing practices to be adopted. Furthermore, management 
should ensure that the organization maintains a simple 
structure and that a clear strategy is devised, with the 
help of employees, for the creation of a unified vision. 
Furthermore, this phase suggests that management 
should identify leaders so as to assist in the implementa-
tion of the characteristics of the learning organization.

Step Five: External Environment
The first phase of Step Five is to ensure that the busi-

ness communicates with the external environment. It is 
suggested that the management of the business should 
join networks and/or associations that are beneficial to 
the individual and the business. The business should 
ensure that it can identify and disseminate information 
from the outside environment and that management can 
actively deal with the information as it comes in. The 
second phase of Step Five is being customer orientated, 
which can be accomplished through the identification 
of customer needs. Having customer panels can provide 
insights into customer needs that might not have been 
received in the past. Ensuring open lines of communica-
tion are available to customers is pertinent to the busi-
ness and to the customer. This can be done through the 
introduction of a hotline number that is managed and 
dealt with by a member of staff. The final phase of Step 
Five is competition. This phase involves having a system 
whereby the work and activities of competitors are moni-
tored, and the information is then disseminated within 
the organization. 
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Outcome – Learning Organization
Through the implementation of Steps One to Five, 

a number of outcomes evolve. Firstly, the development 
of the characteristics of the learning organization in the 
SME leads to knowledgeable employees. This evolves 
due to employees being empowered to make decisions, 
systems being implemented so that they can avail of 
learning, and the culture of the business is learning 
focused. Secondly, the organization is knowledgeable 
through interacting with the environment and having 
systems that garner information and disseminate and 
distribute it internally. Thirdly, due to the SME display-
ing the characteristics of the learning organization, this 
leads to being closer to the external environment. By 
adopting this approach, the business is customer focused 
and driven and is proactive to their needs, wants and 
desires. Fourthly, by having knowledgeable employees, 
being a learning driven business, and being customer fo-
cused, this leads to the SME being more competitive. The 
business has adaptive employees, it can anticipate and 
monitor changes in the external environment, and will 
have systems internally that can deal with those changes. 
Fifthly, through improved communications internally, 
more motivated employees, improved internal systems, 
being aware of changes in the external environment, 
and being adaptive to those changes leads to an SME 
that has increased business performance. Finally, the 
sixth outcome of the SME displaying the characteristics 
of the learning organization is that it becomes a global 
participator. This results from the implementation of IT 
systems and through the interaction with the external 
environment. Therefore, the final outcome of the imple-
mentation of Steps One to Five is an SME that has the 
potential to be a learning organization.

Conclusion
Through the adaptation of the above model within 

an SME, a number of benefits arise for the owner-man-
ager and his/her employees. Firstly, there is the creation 
of an inspiring philosophy of lifelong learning and living, 
which is embedded in the workplace. This results in 
employees releasing their potential and finding fulfill-
ment, and the replacement of the traditional ‘train-and-
transfer’ practices with a holistic approach to employee 
development. Next is the resuscitation of workplace 
organizations through change and the dismantling of 

static hierarchies to become a more flexible, responsive, 
and adaptive business. An additional benefit is that 
employees are encouraged to improve their personal 
skills and qualities so that they can learn and develop. 
This results in the employees being more motivated and 
appreciated for their own skills, values and work. This 
culture results in a creative and freethinking environ-
ment, which can lead to novel solutions to problems and 
new ideas emerging. The customer will also benefit. A 
learning organization cuts the excess bureaucracy nor-
mally involved with customer relations, allowing greater 
contact between the two. If the customers’ requirements 
change, the ‘newly formed SME’ can adapt faster and 
cope more efficiently with this change. Over time, the 
owner-manager builds up a pool of learning, in the form 
of libraries and human experience, resulting in problems 
and challenges being met faster using this increased 
resource. As more people in every level of the business 
engage in continual learning, a valid contribution can 
come from any member and from any part of the busi-
ness. Being innovative and creative is the responsibility 
of the whole workforce and allows learning organizations 
to adapt to changes in the state of the market, technology 
and competition efficiently. This results in a more suc-
cessful and responsive SME. 
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Abstract: This paper provides 
a tool-box of services market-
ing initiatives to enhance service 
quality in new ventures. Based 
upon a study in high-growth 
small businesses, we identify 
initiatives which facilitate a quest 
for superior service quality. We 
introduce an integration of initia-
tives including the service profit 
chain, best practices, and rela-
tionship marketing. We further 
provide ‘how-to’ mechanisms to 
implement these initiatives. 

Résumé: Cet article fournit 
une boîte à outils d’initiatives 
de vente de services pour aug-
menter la qualité de service dans 
de nouvelles entreprises. Basé 
sur une étude dans de petites 
entreprises à haut croissance, 
l’article identifie les initiatives 
qui facilitent une recherche pour 
la qualité supérieure de service. 
Il présente une intégration des 
initiatives comprenant la chaîne 
de bénéfice de service, les meil-
leures pratiques, et le marketing 
de rapport. Nous présentons en 
plus les mécanismes du « savoir-
faire» pour mettre en application 
ces initiatives.

Introduction

W
 
e propose that entrepreneurs require tools 
to manage and grow their new ventures, and 
we identify services marketing initiatives as 

implementations. Furthermore, we separate entrepreneurial 
small businesses from regular small businesses, taking cogni-
zance of entrepreneurial intentions, growth objectives (high-
growth versus mere sustainability or survival), the entrepre-
neur’s propensity to act, and the entrepreneur’s orientation 
around proactivity, innovation, creativity, and risk-taking. 
As such, we believe that entrepreneurs face unique issues in 
their small businesses, usually as a result of these differentia-
tors. This paper introduces a toolkit for the implementation of 
services marketing initiatives to guide the entrepreneur. 

We introduce a service-centred model of exchange, implying that market-
ing must play a central and integrative role in organizations, which in turn 
must proactively involve consumers in the value-creation process. We suggest 
that marketing communications must be characterized by dialogue with, not 
messages directed toward, consumers. The service-centred model of exchange 
has service quality as an outcome, perceived from the point of view of custom-
ers. This study, however, introduces service quality from the point of view of 
small businesses in Victoria, Australia. We look at service quality initiatives 
facilitating growing small businesses. While entrepreneurs primarily manage 
opportunities as opposed to resources, it is our desire to provide the entrepre-
neur with an appropriate toolkit. The aim of the study is to evaluate service 
quality expectations and perceptions from the small business’s point of view, 
and the purpose is to identify integrated services marketing initiatives to en-
hance service quality. The identified services marketing initiatives include the 
service profit chain, relationship marketing, best practices, and measurement 
of service quality. These initiatives are examined within the small businesses, 
and measured with regard to their correlation with service quality. We make 
an assumption that the identified high-growth small businesses are entrepre-
neurial due to the nature of their growth, proactivity and innovation of partici-
pants, and overall risk-taking.  

Services Marketing Initiatives
The economic growth in service quality, related profit, and competitive ad-

vantage potential has accelerated the competitive opportunities for companies 
who can excel in this discipline. The search for new approaches to enhance 
service quality and customer satisfaction led to the development of various 
service quality scales, which measure the discrepancy between consumers’ 
perceptions and expectations. Service quality dimensions include reliability, 
responsiveness, assurance, empathy, and tangibles. In context, these dimen-
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sions represent how consumers perceive service quality. 
Service quality is often conceptualized as the comparison 
of service expectations with actual performance percep-
tions, and emphasis is placed on the combined attitudi-
nal construct of service quality, highlighting constituents 
of both cognitive and affective components. 

While service quality is directed towards customer 
satisfaction, the link to profit and growth of organi-
zations led to the development of the service profit 
chain.  The service profit chain is a well-received model 
to explain the sustainable competitiveness of many 
service organizations. The model attributes a service 
organization’s financial and market performance to its 
relationships with its customers and employees. Internal 
service quality serves as the foundation of the model, 
igniting a chain effect upon an organization’s growth 
and profit.  The service profit chain is a strategic service 
vision, whereby there is a strong and direct relationship 
between customer satisfaction, customer loyalty, and 
the value of goods and services delivered to custom-
ers. Furthermore, there is a strong link between these 
elements and the overall profit and growth of an orga-
nization. Organizational profit and growth are linked to 
customer loyalty, satisfaction, and value via the strategic 
implementation of referral, related sales, and customer 
retention strategies.

In contrast to economic market forces, whereby 
competitors believe a high correlation between profit-
ability and market share prevail, many management 
authors are of the opinion that it is quality of market 
share which is important, and a high correlation actu-
ally occurs between service value and profitability. The 
service profit chain identifies direct and strong relation-
ships between profit, customer satisfaction, employee 
satisfaction and capability. The customer value equation 
is pivotal to the other two elements of the service profit 
chain, with the employee at one end, and the customer at 
the other. The employee links productivity and quality of 
output with employee loyalty, satisfaction, and capabil-
ity. The customer value equation equates results plus 
process quality against price plus customer access costs, 
linking profitability and growth with customer satisfac-
tion and customer loyalty. In service settings, these rela-
tionships are self-reinforcing; whereby satisfied custom-
ers contribute to employee satisfaction and vice versa.

Relationships between value chain participants led 
to developments in the field of relationship marketing. 
The six markets model, which includes customer, inter-
nal, referral, influence, recruitment, and supplier/alli-

ance markets, is a relationship marketing model used to 
assist organizations in their linkages between stakehold-
ers and employees. The six markets model identifies all 
facets of internal and external relationships that can con-
tribute towards an organization’s marketplace effective-
ness. The purpose of evaluating relationship marketing 
is to analyze the effect of networks and relationships to-
wards customer satisfaction and loyalty. Studies into the 
measurement of internal service quality may be mirrored 
in small business systems, with employees representing 
the internal marketing arm of the system. This, in turn, 
links internal service quality to the service profit chain 
and external service quality. In turn, relationship quality 
from a micro-economic perspective is seen from the be-
havioral implications of the three main micro-economic 
explanations of resource constraint, agency theory, and 
search cost theory. The outcome is a conceptual model 
linking strategic direction, employee motivation, and re-
lational quality. Operationalizing the six markets model, 
each market requires additional insight, consisting of key 
participants; research to identify expectations and needs 
of key participants; current and proposed level of em-
phasis in each market; and the formulation of a desired 
relationship strategy.

Complementing the service vision further led to 
development of best practice initiatives, often initi-
ated by innovative firms in competitive industries and 
environments. Such initiatives were regarded as pivotal 
in the survival and achievement of competitive advan-
tage. A best practice is a generally accepted best way of 
doing something, examples being ISO and Six Sigma 
processes; both force adoption of applying best practices; 
neither is applied exactly the same across an industry or 
organization. We identify best practice benchmarking as 
reviewing what other successful organizations are doing 
and adapting it to one’s own situation. For example, the 
Video Software Dealers Association of America (VSDA, 
2001) outlined best practices in the home entertainment 
industry, as identified by Arthur Andersen Business 
Consultants. These best practices were wide ranging, in-
cluding understanding customers and markets; develop-
ing vision and strategy; refining store product offering; 
implementing the marketing plan; creating promotions 
and in-store merchandising; and clearly defined in-store 
operations. Customer service findings identified that the 
best customer service is one-to-one, and that strong re-
lationships and loyalty are developed between staff and 
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customers through consistency of management and staff 
and through personalizing customer service. Customer 
service quality and satisfaction rates as the second most 
used discipline of benchmarking and business process 
best practice. 

Benchmarking is the practice of being humble 
enough to admit that someone else is better at some-
thing, and being wise enough to learn how to match 
them and even surpass them, implementing the new 
behavior as a best practice. They identify the core of 
implementation as being measurement of one’s own and 
the benchmarking partner’s performance level, both for 
comparison and registering improvements; comparison 
of performance levels, processes, and practices; learning 
from the benchmarking partner to introduce improve-
ments in the new applicable organization; and improve-
ment, which is the goal of any benchmarking study. 
Some identify best practices as those that have been 
shown to produce superior results; selected by a system-
atic process; and judged as exemplary, good or success-
fully demonstrated. They portray the effective transfer 
of best practice, from searching, evaluating, validating, 
implementing (transferring and enabling), and review-
ing, to routinizing. Transfer involves identifying and 
learning from best practices and applying them in a new 
configuration or venue. 

Recommendations to entrepreneurs 
of high growth small businesses

In our study, we survey over 100 small high-growth 
businesses, and analyze their service quality expectations 
against the services marketing initiatives of the service 
profit chain, relationship marketing, and best practice. 
We provide a brief overview of our findings, together 
with recommendations which may be adapted by a wide 
variety of industries and small businesses. 

Service profit chain (SPC) highlights include SPC 
links and satisfaction as the dominant association, 
implying significant correlation between employee and 
customer satisfaction. Retention and relationships are 
the next most dominant association, implying significant 
correlation between retaining customers and internal 
marketing. Retention and lifetime value of customers are 

not adequately measured in the small businesses, imply-
ing neglect to loyal customers. Relationship marketing 
highlights include referral markets dominating response 
ratings. The implication is the associated positive link 
to word-of-mouth, lifetime value, and loyal customers. 
Internal markets rated high in the relationship associa-
tions, implying the relative importance of quality of work 
life and relationships between management and employ-
ees. Recruitment markets dominate dissatisfaction in the 
systems, implying discontent with optimal association 
and industry alliances. Internal markets rated poorly in 
the supply chain, with businesses doubting the integrity 
of major suppliers. In conclusion, relationship marketing 
initiatives were positively associated with service quality.

Industry best practice highlights include promotion 
and in-store merchandising dominating the best practice 
associations, implying the importance of physical evi-
dence tangibles in the service offering. Implementing the 
marketing plan with regard to community involvement 
also dominates best practice associations, indicative of 
the link between localized marketing and awareness 
and loyalty. Clear in-store operations regarding operat-
ing procedures are regarded as poorly documented by 
the majority of participants, as is the use of direct mail. 
Best practice initiatives are not adequately communi-
cated within the defined systems, implying discontent 
with overall communication within the systems. Ser-
vice quality highlights include high responses across all 
themes, with the highest being empathy. The implication 
is that of employees meeting the needs and wants of the 
consumer. Exceptionally high correlation was found 
between all variables within the construct, and only four 
per cent of respondents responded negatively to the 
entire construct. In conclusion, service quality variables 
were evaluated as an appropriate measure of the service 
quality construct, exhibiting significant item-total cor-
relation and reliability coefficients. The variables were 
thus considered appropriate to test the associations to 
the service profit chain, relationship marketing, and best 
practice constructs. 

Significant positive associations between service 
profit chain initiatives of retention, related sales and 
referrals are experienced relative to customer satisfac-
tion and service quality. Service profit chain recom-
mendations include developing and implementing a SPC 
programme across retention, related sales, and referrals 
within the system; implement measurement of loyalty 
within the system, particularly regarding the lifetime 
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value of customers; developing customer feedback and 
complaint systems (listening posts), such as introducing 
a toll-free number; communicate the value of SPC en-
hancement, and the links to profit and growth; entrench 
customer value to all employees in the system, identi-
fying the value mix; enhance SPC initiatives, such as 
spending time with customers, putting employees first, 
investing in customers, and communicating the message 
within the businesses. The overall objective of the SPC 
is to link initiatives of retention, referrals, and related 
sales with the other links within the chain. These include 
satisfaction, loyalty, value, and long-term growth.

Relationship marketing initiatives are positively 
associated with service quality. To facilitate a strategic 
service vision, the following relationship marketing ini-
tiatives are recommended: integrate and implement a re-
lationship marketing programme, consisting of customer 
markets, internal markets, referral markets, influence 
markets, supplier and alliance markets, and recruitment 
markets; and evaluate and identify areas of discontent 
within the supply chain. Particular emphasis should be 
placed on areas of trust and reciprocity between small 
businesses and major suppliers. Thereafter, develop a 
relationship management chain; develop core compe-
tencies for internal services marketing, including the 
measurement of employee satisfaction levels; develop 
alliances with strategic intent; and supply alliances with 
international content providers. The research project has 
identified particular opportunities of internal market-
ing, particularly regarding relationships between small 
business owners and their employees. The development 
of a relationship management chain, together with devel-
opment of a core competencies matrix, will facilitate all 
themes across the relationship management construct.

It has been shown that industry best practice initia-
tives enhance service quality. Themes include under-
standing markets and customers, developing vision and 
strategy, refining outlet offerings, implementing the 
marketing plan, excellent customer service, creating pro-
motions and in-store merchandising, and clear in-store 
operations. These guidelines will not take the place of an 
operations manual, but are intended to supplement it: 
update the business operations manuals, with the appro-
priate training in communication and training regard-
ing new initiatives; facilitate training and development 
regarding business planning at the business level; link 

best practice communication and interaction with SPC 
and relationship marketing initiatives (such as intranet 
and internal marketing core competencies matrix). Best 
practice initiatives are integrally linked to relationship 
marketing, the service profit chain, and service quality 
constructs. Overall, a guideline of best practices commu-
nicated formally to employees will go a long way toward 
enhancing both customer and employee satisfaction.

Although service quality is regarded as integral 
to the other services marketing initiatives, themes of 
tangibles, reliability, assurance, empathy, and respon-
siveness further enhance strategic service initiatives. 
Most of these themes correlate to the other service vision 
initiatives, so implementation of recommendations in 
one initiative will ultimately have a positive association 
to service quality overall.  Service quality recommenda-
tions, however, include: communicating technical and 
functional quality consumer perceptions to employees; 
instilling service quality dimensions as ongoing improve-
ment measures within the system; and setting service 
standards and integration of service quality relation-
ships. This includes developing a system model of mar-
ket orientation; identifying a service quality and internal 
marketing link; and measuring service quality within 
the system. The overall service quality objective with 
regard to recommendations is the ultimate link to service 
loyalty, notwithstanding the importance of a customer-
centric approach. 

Concluding remarks
We propose the implementation of a variety of these 

tools to enhance service quality. Although we are specifi-
cally looking at means to improvement while managing 
the growing business, many similar initiatives may be 
used in new venture start-ups. From an entrepreneurial 
perspective, we see these implementations as relatively 
low cost when compared to traditional marketing com-
munication methods such as advertising, public rela-
tions, and media exposure. Not only do these initiatives 
enhance service quality, but provide the entrepreneur 
with information for decision-making in a growing busi-
ness. 
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Abstract: This paper has been previously been published in 

the Journal of Small Business and Entrepreneurship (JSBE) 

and in Small Enterprise Research (SER). With the copyright 

authorization of JSBE, the authors have made minor adjust-

ments to adapt it for this issue of the SMEE Review. The paper 

highlights principles that could facilitate the translation of 

academic publications into practitioner recommendations. 

In this paper, it is argued that entrepreneurship research-

ers currently do not place sufficient emphasis on making their 

research findings relevant to entrepreneurs and their advisors, 

educators, and those working in government on entrepreneur-

ship policy and programs. The paper then presents five general 

principles for turning entrepreneurship research findings into 

practical action guidelines for practitioners.

Résumé: Cet article a été précédemment publié dans Journal 

of Small Business and Entrepreneurship (JSBE) et dans Small 

Enterprise Research (SER). Avec l’autorisation de reproduc-

tion du JSBE, les auteurs ont fait des ajustements mineurs 

pour l’adapter à la Revue PMEE.  L’article met en évidence les 

principes qui pourraient faciliter la traduction des publications 

académiques en recommandations pour les gestionnaires et 

entrepreneurs.

Dans cet article, on soutient qu’actuellement, les cherch-

eurs en entrepreneuriat ne mettent pas suffisamment l’accent 

sur la possibilité de rendre les résultats de leurs recherches 

pertinents  pour les entrepreneurs et leurs conseillers, les 

éducateurs, et ceux qui travaillent dans le gouvernement sur 

la politique et les programmes d’entrepreneuriat. Le papier 

présente alors cinq principes généraux pour traduire les résul-

tats de recherches en entrepreneuriat en directives pratiques 

d’action pour des praticiens.

INTRODUCTION
This paper owes its existence to a paper presented 

by Kevin Hindle at the AGSE Regional Entrepreneurship 
and Innovation Research Exchange in February 2004 
(Hindle, 2004). In his paper, Kevin argued passionately 
that entrepreneurship researchers must ensure that the 
best of their hard-won wisdom does not find its begin-
ning motivation and final resting place in the pages of 
arcane journals that practitioners never read. He sug-
gested that if every entrepreneurship researcher commit-
ted, say once every two years, to write a ‘how to’ article, 
it would significantly enhance the status of the research 
community in the eyes of practising entrepreneurs and 
those who provide support and services to them.

Kevin’s argument was well-received, particularly 
by two people in the audience: Robert Anderson, the 
managing editor of the Journal of Small Business and 
Entrepreneurship, the journal of the Canadian Council 
for Small Business and Entrepreneurship/Conseil Cana-
dien des PME et de l’entrepreneuriat (CCSBE/CCPME), 
and Brian Gibson, the editor of Small Enterprise Re-
search, the journal of the Small Enterprise Association of 
Australia and New Zealand (SEAANZ). For both editors, 
Kevin’s argument was a familiar one. The membership 
of CCSBE/CCPME and SEAANZ consists of academic 
researchers, educators, government employees in both 
policy and program areas, and those offering support 
and services to entrepreneurs and the managers of small 
enterprises. In both organizations, there is a general con-
sensus that the needs of ‘academics’ are well met, but not 
so the needs of the non-academic constituents.

We are not alone in holding these views. In the 
future, 2004 may come to be remembered in many 
academic forums as a year characterized by widespread 
desire to make management research more relevant to 
practising managers. For instance, the annual meeting 
of the Academy of Management (taking place in New Or-
leans in August 2004 and embracing over 2000 papers 
accepted for the refereed stream of presentations) had as 
its theme: ‘Creating Actionable Knowledge.’ In support-
ing the importance of the theme, the Program Chair and 
Program coordinator had this to say (Cummings and 
Jones 2004: 1)
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The Academy of Management is dedicated to 
creating and disseminating knowledge about 
management and organizations. A key part of this 
mission requires that our science-based knowledge 
be relevant, responsible and make a valuable 
contribution to society and its institutions. To 
accomplish this, our knowledge must be actionable. 
It must transcend purely scientific concerns and 
enable organizational members to make informed 
choices about important practical problems and to 
implement solutions to them effectively. 
 
Academy members have done a credible job of 
creating knowledge that is scientifically sound and 
rigorous. Indeed, we have generated an impressive 
body of management/organization theory and 
findings. We have been far less successful, however, 
in making sure that our knowledge is applied. 

This article is an attempt, by the editors of JSBE and 
SER, to heed the clarion call of application. The two jour-
nals are thousands of miles apart in geography, yet total-
ly of one mind in sharing the Academy of Management’s 
desire to go beyond the rhetoric of relevance and actually 
commit to the production of material which managers 
will find useful. It is fair to say that both journals have 
hitherto been seen as outlets for academic research 
rather than as a source of useful information for practi-
tioners. Both editors and their parent organizations are 
looking for ways to increase the value of the journals out-
side the academic segment of their organizations without 
weakening the academic role of the journals. A section 
of the journal structured around the argument Kevin 
Hindle made in his paper struck both editors as a useful 
way of accomplishing this added value.

It is our view that all theory – even the ‘purest’ – can 
be made ‘theory for practice’s sake’ because the best cur-
rent theory in any given field is simply the best expla-
nation of the known facts. And good explanations are 
intrinsically useful. For this task, we believe that scholars 
may find it beneficial to have a framework for focusing 
their efforts. So – as a measure intended to be indicative 
rather than prescriptive - we offer an initial framework 
consisting of five principles, which we argue can be used 
to facilitate the conversion of established entrepreneur-
ship research findings into action guidelines that prac-
titioners can use. We make no pretence that the frame-
work is either ideal or comprehensive. 

ENTREPRENEURSHIP’S URGENT NEED
Someone once described the process of publishing 

double-blind, refereed, academic journal articles as ‘the 
long wait for yesterday’s insights’. When the insights 
finally arrive, the required method of expressing them 
often results in publications that non-academics find 
unreadable. The focus and emphasis in academic work 
– basically a quest for falsifiable truth – often seems to 
contrast with the urgencies of a business-oriented audi-
ence. Practitioners are interested in output, not process, 
and in utility through being able to apply knowledge 
presented in a form that contributes to efficiency and 
profitability. This perspective seems to be a long way 
from scholastic altruism. However, if the communi-
cation gap between scholarly publishing criteria and 
practitioners’ information needs could be transcended, 
the benefits to both parties would be substantial. For 
practitioners, the insights from well-conducted research, 
if presented appropriately, are far more likely to have 
commercial and operational value than many a ‘guru’ 
remedy. Populist, under-researched, and over-opinionat-
ed recommendations tend to be simplistic prescriptions 
that lack both theoretical rigor and empirical justifica-
tion. Scholars who are committed to research based on 
the best traditions of independent scientific inquiry tend 
to scorn both the guru’s crudity and the practitioner’s 
credulity. But we, as management researchers generally 
and entrepreneurship researchers particularly, often fail 
to offer anything in its place other than the invitation for 
lay people to plough laboriously into our arcane journals. 
This invitation is not attractive and not accepted. The 
gulf between researcher and practitioner grows wider.

For scholars there is a crass but urgent motive for 
redressing this situation. If practitioners in the ‘real 
world’ completely lose faith with the relevance of our re-
search, it may become impossible to conduct any. There 
will be no incentives for entrepreneurs and their firms 
to provide access to data for inquiries that are deemed 
to have no practical value. It is our view that all theory 
– even the ‘purest’ – can be made ‘theory for practice’s 
sake’ because the best current theory in any given field is 
simply the best explanation of the known facts. And good 
explanations are intrinsically useful.

In entrepreneurship and small enterprise manage-
ment, as in most fields of human endeavour, there is a 
perennial need to try to make research findings read-
able by, and useful to, practitioners. Unfortunately, for 
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academics, there is very little incentive to do so because 
academic journals do not look kindly upon articles seek-
ing to explain or popularize existing research for a lay 
audience, rather than creating new insights for an aca-
demic audience. So, the urgent need is seldom fulfilled. 
The first result is that research of potentially high utility 
to practitioners simply does not reach them. The sec-
ond result is that practitioners come to regard academic 
research as irrelevant when it is not. The CCSBE wants 
to change this and, given the composition of its member-
ship, it is well-positioned to do so.

It is our belief that, of all disciplines, it is academic 
entrepreneurship that ought to be at the forefront of 
efforts to turn research results into tools that practitio-
ners can use. The more ‘applied’ (as distinct from ‘pure’) 
a research field is, the more it behooves its scholars to 
make their work accessible to, and usable by, practitio-
ners. There is no field more fundamentally ‘applied’ in 
its nature than entrepreneurship. It is about people who 
‘make things happen’. Scholars who fail to ‘help the hap-
pening’ are failing in their duty. The questions is, How? 
The material that follows answers this by providing 
principles which can be used to turn a complex body of 
entrepreneurship research findings into useful tools for 
practicing entrepreneurs. An example of the application 
of these principles follows in the accompanying paper by 
Kevin Hindle.

FIVE GENERAL PRINCIPLES FOR 
CONVERTING RESEARCH FINDINGS 
INTO ACTION GUIDELINES

It is our contention that there are five general prin-
ciples that can be useful in turning entrepreneurship 
research findings into practical action guidelines for 
practitioners.

1. Aggregate findings into as few key concepts 
as possible  
As management scholars, we should know that 
many managers have significant pressure on their 
time and that their work is characterized by “brevity, 
fragmentation, and oral communication” (Mintz-
berg 1989, p.14). The sometimes complex discus-
sions of interrelationships favoured by academics 
are not amenable to assimilation in such an envi-
ronment. The KISS principle of sales management 
might usefully be invoked – keep it simple scholar.

2. Turn key concepts from words into pictures 
When producing action guidelines for practitioners 
to follow, a picture really is worth a thousand words. 
This is a clear extension of the first principle that 
recognizes the importance of brevity without loss of 
the big picture. Well constructed graphical repre-
sentation of key concepts and relationships facilitate 
this principle.

3. Link key process instructions directly to key 
concepts  
Most action process guidelines are likely to come in 
the form of specific instructions, but the fundamen-
tal point is to tie process instructions directly to key 
research concepts. This also builds on the first two 
principles. Key research concepts are the building 
blocks of good graphical representation. They are 
not useful if they don’t generate clear linkages to the 
“what now?” and “how to” questions that practitio-
ners ask.

4. Provide application scenarios that are in-
dicative but not prescriptive. 
Brief contextual scenarios are very helpful in get-
ting recipients to ‘see the light’: to give that vital ‘… 
Ah ha! I see!…’ response indicating that they can 
envisage just how action recommendations might be 
made applicable to their particular circumstances. 
The trick is to sketch as few scenarios in as little 
detail as is necessary to convey the flavour of ap-
plication possibilities without trying to provide a full 
meal for every palette. You want to stimulate read-
ers’ imaginative capacity to fill in the relevant details 
for themselves.
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5. Keep guidelines broad, allowing room for 
provision of details dependent upon re-
sources and circumstances  
‘Guidelines’ is a key word. When academics have the 
temerity to offer practical advice to entrepreneurs 
and their advisors, we should tread warily and not 
try to cover all of the territory in massive detail. The 
task is to indicate broad possibilities: not to build 
detailed consulting tools. Using an analogy from the 
construction industry, our concept of ‘guidelines’ 
is closer to the architect’s first sketch of a building 
than to the detailed set of blueprints handed to a 
builder.

CONCLUSION
We hope that this paper indicates both the possibil-

ity and the value of turning the findings of entrepre-
neurship research into action guidelines that can help 
practitioners improve performance. For researchers who 
‘know their stuff,’ it will not be difficult to apply the five 
recommended general principles – or a superior regime 
of their own devising - to the production of a wide range 
of potentially useful operational tools. The difficulty is 
not in doing it; it is in seeing the merit of doing it. 

Both the Journal of Small Business and Entrepre-
neurship (JSBE) and Small Enterprise Research (SER) 
see the merits. Such articles will be of real interest to the 
members of the Canadian Council for Small Business 
and Entrepreneurship/Conseil canadien des PME et de 
l’entrepreneuriat and the Small Enterprise Association 
of Australia and New Zealand, the respective owners of 
the journals, as well as to other subscribers and readers. 
Both journals make the commitment to add a vital ‘third 
stream’ to their agendas. We will not lessen our search 
for, and publication of, conceptual and empirical re-
search of the highest calibre. We will add a dimension to 
our journals by seeking out and providing refereed pub-
lication to papers whose mission is to convert research 
findings into material directly useful to practitioners. We 
urge the scholarly community to provide us with excel-
lent articles for the third stream.

Every profession has duties as well as rewards. 
Entrepreneurship and small enterprise researchers must 
ensure that the best of their hard-won wisdom does not 
find its beginning motivation and final resting place in 
the pages of arcane journals that practitioners never 

read. The JSBE and SER are well-positioned to see that 
this does not happen. Our readership is not limited to 
academics; the membership of the parent organizations 
consists equally of practitioners—people working in gov-
ernment on policy and programs, educators at all levels, 
those working in entrepreneurship and small business 
support centres, and so on. We have an opportunity and 
an obligation to provide these practitioners with useful 
information. 

To seize this opportunity, the two journals in part-
nership will begin publishing articles by academics who 
seek to render practicality from the insights of academic 
research. To ensure that papers in the new third stream 
offer sufficient value to readers and reflect best practices 
and sound insights from theory, the articles will be sub-
ject to double-blind peer review by at least two external 
reviewers, one a practitioner and the other an academic, 
in addition to review by a joint editorial board committee 
from JSBE and SER. Articles that meet the dual test of 
appropriate academic rigor and practical usefulness will 
be published simultaneously in the two journals. 

This is not a one way street. Practitioners have much 
to offer academics. Practice can and should inform the-
ory. We will also solicit and publish articles by practitio-
ners intended to inform other practitioners and academ-
ics about the best of what is happening ‘in the field’. A 
third stream of publishing has begun. We cordially invite 
you to participate.
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Abstract: This paper is a re-
port of an interview carried out 
by Jenna Lomas with Kenneth 
Levene, a businessman who has 
witnessed various development 
stages of a family SME includ-
ing inheriting, managing, selling 
it and being involved in social 
entrepreneurship activities.

Résumé: Ce article est un rap-
port d’une entrevue réalisée par 
Jenna Lomas avec Kenneth Lev-
ene, un home d’affaires qui a été 
témoin des différentes étapes de 
développement d’une entreprise 
familiale avant de l’hériter, la 
gérer, et la vendre.

K
 
ENNETH LEVENE is a well-known entrepreneur, 
who made a name for himself in the Saskatchewan 
business community through his third-generation 

ownership of Crescent Furniture.  His grandfather founded the 
business in 1929 when he opened Crescent Furniture in Regina, 
Saskatchewan.  Over time, the business was passed down to 
Kenneth’s father. After graduating with an MBA from Harvard 
University in 1957, Ken had the opportunity to become involved 
in the business.  After the passing of his father in 1962, Ken 
brought a fresh approach to management.  In 1984, after more 
than 20 years of managing the business and nearly 55 years after 
its opening, Kenneth decided to exit the furniture business and 
sell the chain. 

In 2005, Kenneth donated $4 million to the University of 
Regina’s Graduate School of Business and was recognized for the 
largest gift in the history of the University of Regina. In honour 
of his grandfather following his dreams, Ken hopes that the 
Kenneth Levene Graduate School of Business will help future 
students to realize their own dreams.

We approached Ken Levene to share his insights from the 
family business and discuss the various stages of business de-
velopment. In the following interview that took place on August 
24, 2007 in Calgary, Alberta, we showcase Ken Levene’s busi-
ness strategies and successes, as well as his experiences with 
the business life-cycle from startup, to succession, to exiting the 
business.  
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Q 
When do you think it is an appropriate 
time to start a business?

I believe that you can’t put an age on someone start-
ing a business. It’s based on your own inclination. Some 
people are mature at 21, some at 30 and others never 
mature. Many people have ‘pie in the sky’ ideas about 
being their own boss and only going into work when 
they want, but they need to realize that the owner of a 
successful business has less free time than working for 
someone else. 

Q 
How should an entrepreneur prepare 
for starting a business?

It certainly takes a particular type of individual to 
start a business.  In the case of my grandfather leaving 
Russia to come Canada, only the best people had the 
stamina and drive to leave their struggles behind and 
pursue opportunities to lead a better life in a strange 
new country.  Today, preparation to start a new busi-
ness involves not only a person who is motivated, but 
also someone who has been mentored and received 
assistance with a business plan and has made a strong 
financial connection with a bank.  

Q 
How do you determine which next of kin is 
more capable of taking over the business?

Succession planning can be difficult, especially when 
two adult children who are close in age are involved in 
the process.  It’s important to make the right decision 
because succession is difficult to plan for.  I always say 
that with succession planning, small businesses should 
always expect the unexpected and have some provisions 
for unanticipated events.  In many cases with a family 
business, those who started the business have a driven 
personality and are successful at the beginning; however, 
often the qualities and skills needed to start a busi-
ness may not be adequate once the business grows and 
becomes established.  Sometimes you have to let your 
children make mistakes and eventually the cream of the 
crop rises to the top. 

Q 
What happened when it was your turn to take 
over the family business?  What new business 

perspectives did you bring to “The Business”?

My uncle and father were not your so-called typical 
managers.  Neither of them approached the business 
with an academic background.  They simply learned how 
to run the business as they went along.  When I came 
into the business I brought an analytical approach. I saw 
that there were some areas that were being neglected in 
the business such as control processes, inventory man-
agement and an analysis of finances.  I had the ability 
and the academic background to balance various aspects 
of the business.  Not only does running a business come 
from book smarts, it also depends on an individual’s 
personality and temperament.  Part of my success came 
from the fact that my personality suited the business. I 
was analytical when dealing with certain aspects (mar-
keting, finances) of the business.  I was understanding 
and cooperative when it came to matters of the heart 
that focused on my staff and consumers, and creative in 
developing advertising programs. 

Q 
Based on your experience, how would 
you define a successful manager? 

The thing about being your own boss is that you 
should become your strongest critic; therefore, it takes 
someone with strong will power and determination to 
succeed at leading a company.  Sometimes it’s easier 
working for someone else because you can leave work 
at the end of the day and not have to carry the worries 
of the business home with you.  The overall personal-
ity of the manager must coincide with the personality 
of the business.  When leading a small business, you 
cannot be an absentee manager; you need to be hands 
on.  A manager must be able to integrate all aspects of 
the business and be willing and able to improve the areas 
that they are weak in.  The underlying key to everything 
in business is that a manager must understand how to 
get happy people working for them or their business will 
ultimately fail.

KENNETH LEVENE ON BUILDING A FAMILY LEGACY
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Q 
Managing a business is one thing, managing 
people is another.  How did you adapt your 

management style to accommodate your staff?

Since my staff worked on commission, I believed in 
having them involved as much as possible when I was 
making decisions, especially on sales plans or promo-
tions.  They always knew what was happening and were 
a part of it.  People are extremely vital to a business and 
you need to deal with them based on their individual 
personalities.  With diverse staff, as well as customers, 
you must treat everyone with the same respect and build 
relationships.  It’s best to understand people and where 
they come from, and to use different approaches when 
approaching different people.  For instance, one of my 
staff members was having personal issues and they were 
negatively affecting her sales. I was able to give her the 
confidence and support she needed to bounce back with 
her sales.  I always believe that if you can get someone 
smiling or laughing that’s the best frame of mind for suc-
cess in the business. 

Q 
How were you successful in 
hiring and training people?

When assessing people it is very difficult in inter-
views to determine who will be successful in their newly 
appointed position.  When you hire someone and train 
them in the furniture business it is a lot different than 
training them to sell a uniform product like hot dogs.  
The sale of furniture revolves around customization and 
getting the right sales people to guide customers in mak-
ing individual choices.  It’s a much easier hiring process 
when you can find someone from the same field or by 
recommendation. 

Q 
What is the key to being successful with 
marketing and promotions in a small business?

The first step to marketing is to understand how 
your business is defined in its niche market: what type of 
store you are operating: what type of merchandise you 
carry: what type of services you provide. For instance, 
Crescent Furniture was not a high-end decorating store.  
We mostly carried a solid middle to upper middle range 

of merchandise and most people could find what they 
wanted.  Always be consistent with your identity, image 
and brand.  The marketing objective is to know how to 
reach your consumers and how to satisfy their needs.  I 
firmly believe that the best advertising is through word 
of mouth and reputation.  We had a strong reputation 
for quality service and reliability.  Sure, we ran some 
great promotions that attracted consumers, but in the 
end what really mattered was how we treated them.  If 
customers had a complaint, we did everything possible 
to satisfy them.  They would leave the store satisfied 
and share their satisfaction with their friends and that’s 
advertising at its best! Money can’t buy advertising like 
that.  That was our reputation and it was very important 
to us.  Generally, it is difficult to quantify the benefits of 
advertising and how to measure its effectiveness; how-
ever, there is immediate feedback in retail.  You can tell 
when a promotion is successful because in retail when 
you run a sale, you get results back instantly.  You get a 
high from running a successful promotion.  You can al-
ways repeat last year’s promotion if it was successful, but 
also try and make it even better with additional features.   
It is always a constant challenge.

Q 
When operating a small business, 
how did you manage inventory? 

When I began, I found that I had huge inventories of 
merchandise sitting in the warehouse and obligations to 
the bank to finance the inventory.  During that time, in-
ventory transportation was inconvenient, as goods were 
transported from a separate warehouse to the downtown 
store.  The problem was resolved by moving from the 
downtown location into a multilevel building in Regina’s 
warehouse district.  Having the foresight to see a change 
in buying patterns and how market trends are evolving is 
essential to making operations efficient.  

Q 
What challenges did you face when 
relocating the business?

What everyone needs to realize is that when they re-
locate their business it does not automatically mean that 
people will follow, especially when changing locations 
from downtown to a more isolated area.  In my situa-
tion, we had an initial period where some people who 
worked downtown complained that they could not get 
to the store over their lunch hour.  Overall, most people 
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adapted to the new location as they enjoyed the available 
parking and the bigger size of the store.  Moving out of 
downtown was the best decision I had ever made.  

Q 
Since we are on the topic of relocation, I 
understand that you had other locations 

in Swift Current and Moose Jaw.  How did you 
manage the expansion of your business?

I found that by understanding how the business 
operates and how it is defined determines if the business 
is capable of expansion.  Closer locations such as Moose 
Jaw are easier to manage and are beneficial in that they 
can benefit from shared advertising distribution.  Since 
I believe in being a hands on manager and with Swift 
Current being a distant location, I found that it was not 
being managed to its full potential.  I decided to close the 
Swift Current location within a few years after I took over 
the business.  I evaluated the risks and rewards involved 
in expansion and realized that the financial rewards of 
staying in Regina and Moose Jaw were greater than the 
risks to overcome in expansion.   Expansion can be-
come difficult with small businesses if they do not have 
enough capital to afford the management infrastructure 
required.  If you are thinking of becoming a chain store 
you need to have economies of scale. To establish a 
stronger presence in the marketplace without expanding, 
we decided to join a buying group that gave us purchas-
ing power with other independent stores across Western 
Canada.   The buying group would also stimulate ideas 
by bringing in speakers to meetings to discuss major top-
ics in retailing such as advertising and promotions.  

Q 
Please discuss the process of exiting a 
business and important factors to consider.

Taking into consideration many factors, both 
personal and business, I decided to sell Crescent Fur-
niture in 1984.  I got out of the business just in time, 
before the era of the smaller, individually owned retailer 
diminished and major chains were invading the nation.  
Any company, big or small, is affected by the business 
transformation of Canada where large international 
companies are buying Canadian companies.  When sell-
ing the business, I had the opportunity to sell the name, 
“Crescent Furniture.”  Since our business had been an 

institution in Regina for fifty-five years, I felt that we had 
a reputation with our customers to uphold; therefore, I 
was unwilling to sell our name.  This was probably one 
of the best decisions I could have made because new 
owners did not operate the same way, and there was no 
confusion that we were no longer running the business.  
Another thing to keep in mind is how to maintain the 
morale with staff during a business buyout.  I created a 
condition with the new owners where staff was guaran-
teed that their jobs were secured after the buyout.  Fortu-
nately, the transition ran smoothly with our negotiations. 
It’s important to realize that when a company takes over 
another company it’s never the same.  New owners bring 
a different personality. 

Q 
What do you believe are the future 
implications for retailing?

In the early 60’s and 70’s there were so many 
independent retailers and it’s not going to be like that 
anymore.  Successful small business operations will still 
remain in their niche markets.  Most small businesses 
have now become boutiques. The furniture business is 
not a standardized business and it must be customized 
according to the changes in consumer tastes.  Selling 
furniture is more than just a sale; it’s about creating a 
personalized interaction.  With advances in technol-
ogy, retailing has lost some of its personal touch where 
machines now interact with consumers.  Big box retail-
ers seem to be the latest trend offering spacious parking 
spots and shopping areas.  Small businesses will survive 
depending on their ability to engender a personal service 
and cater to individual needs.  

Q 
How satisfied are you with 
your accomplishments?

Nobody can ever say that they are 100% satisfied.  
One should always aim for higher goals. Looking back, 
I feel very happy and successful with my business ac-
complishments.  Leaving the business lead me to pursue 
other things in life that interested me such as becoming 
involved with the University of Regina.  For anyone at 
any age, it’s important to remember that every life stage 
has its challenges and issues because that is what life is- 
life is change, life is growth.  

KENNETH LEVENE ON BUILDING A FAMILY LEGACY
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As a conclusion to the interview, here is a 
summary of the following advice given by 
Levene on how to run a successful retail 
business:

1) Establish a long-term plan, especially with 
succession, and have some provisions for un-
expected emergencies.

2) Balance every aspect of the business and 
learn to seek out skilled people and strate-
gies in areas that need improving.

3) Be a hands-on manager and be knowledge-
able in every aspect of the business.

4) Match your personality to the personality of 
the business.

5) Recognize the overall trends in retailing, 
such as buying patterns, and evolve with 
them.

6) Marketing is about defining your business, 
reaching consumers through personalized 
interactions, and maintaining consistency 
with identity, image and brand.

7) Build a solid reputation for your business 
and consider carefully before selling your 
company name to a new buyer. 

8) Involving staff in decision making processes 
and utilizing different approaches with dif-
ferent people will help you to understand 
how to get the most out of your employees.

9) Evaluate the risk and rewards involved in ex-
pansion and understand that some businesses 
are easier to expand than others.

10)  It’s never over till it’s over! Be flexible with 
your career choices and be willing to take on 
challenges.  

KENNETH LEVENE ON BUILDING A FAMILY LEGACY
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BOOK REVIEW

David Louis and Samantha Prasad. Tax and Family 
Business Succession Planning, 2nd Edition.  
CCH Canadian Limited, 2007

by David Senkow, Ph.D. CGA
Associate Dean and Associate 
Professor of Accounting
Faculty of Business 
Administration, 
University of Regina, 
Regina, SK Canada
David.Senkow@uregina.ca

Tax and Family Business Succession Planning, 2nd Edition is primar-
ily about the tax aspects of planning and implementing the transfer of a family 
business to the next generation. Strategies to achieve tax deferral and tax reduc-
tion are developed. Along the way, the authors cover other aspects of tax planning 
for family businesses (for example, income splitting), of succession planning (for 
example, retention and transfer of control), and of estate planning (for example, 
life insurance and wills). Although the book is intended for accountants and 
lawyers providing advice to family business clients, others will find the material 
useful. This review will take the point of view of a reader with limited knowledge 
about the topic, but who wishes to gain an understanding of succession planning 
(its elements, tax consequences, and possible strategies).

The remainder of the review will cover the content of the book, the style and 
readability of the book, and some thoughts about how the book may be used.

The book begins with an introduction to the fundamental elements of a suc-
cession plan, related tax issues, and strategies to address tax issues. The reader is 
introduced to terminology such as “estate freeze,” “family trust,” “crystallization,” 
and “spinouts and butterflies,” and the three stages of a succession plan. Stage 1 
is the estate freeze and the establishment of a family trust; Stage 2 is the maturity 
of the freeze; and Stage 3 is the death of the first generation. Each stage is briefly 
discussed. For example, the estate freeze is described, its purpose discussed, and 
some areas of concern outlined. Throughout the first chapter the authors identify 
issues that might need to be addressed in developing a tax-efficient succession 
plan.  The reader learns of the potential advantage of capital gains exemptions for 
small business corporations and the tax benefits of income splitting (as well as 
“tax traps” that may be present). These topics are expanded on in the remaining 
chapters.

Chapters 2 and 3 describe the purposes of estate freezes and family trusts, 
and how a family business can be organized to secure tax benefits (tax deferral 
and tax reduction). These two chapters provide the reader with a good grounding 
in this fundamental strategy, with development from general concepts to more 
detailed and specific applications. Later chapters focus on topics such as capital 
gains (Chapter 4), income splitting (Chapter 5), the tax treatment of life insur-
ance (Chapter 6), and wills (Chapter 8).

Often tax-related material is considered to be difficult to read and under-
stand. The Income Tax Act and other tax publications are often viewed as in-
accessible to all but the few who have been trained to decode the sections and 
subsections that contain tax rules.  Tax and Family Business Succession Plan-
ning, 2nd Edition succeeds in covering its complex topics in a comprehensive 
but readable and accessible manner. It would be wrong to suggest that the book 
is “easy” to read, and a reader can expect to put in some, and often considerable, 
effort to get through the material. The reader is assisted in this task by the organi-
zation of the book. Concepts are introduced in relatively plain language and any 
specialized terminology is explained. Care is taken to explain the purpose of the 
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strategies discussed, as well as the technical issues and 
areas of concern. This coverage is often enough to satisfy 
the needs of those to whom this review is aimed, and 
there may be no need to read the book cover to cover. 

For those who require a deeper understanding, the 
book expands on the fundamental concepts and covers 
specific, more unique, applications. For those that desire 
further development, there are frequent references to the 
Income Tax Act and other sources.

As noted earlier, the book was written for accoun-
tants and lawyers providing advice to family business cli-
ents, but it also succeeds as a reference for anyone wish-
ing to understand the fundamental issues of tax planning 
for family business succession. One advantage is the 
focus of the book on the area of tax planning for fam-
ily business succession, separate from the more general 
questions of corporate and individual taxation. A reader 
can quickly find what they need to know to answer their 
questions – however basic or advanced – with an oppor-
tunity to delve deeper into the questions as desired.

To illustrate how the book may be used by a non-
expert, I will look at a few basic questions. What is an 
estate freeze? Why should it be considered in a succes-
sion plan? Why use a family trust? 

The discussion that follows is not intended to pro-
vide advice or to recommend any course of action. A 
reader should engage a professional advisor to develop a 
succession plan.

Why consider an estate freeze? Among the key 
objectives of a succession plan are the objectives of tax 
deferral and tax reduction when business assets pass be-
tween generations. An estate freeze, often coupled with 
establishing a family trust, may be an effective way to 
accomplish these objectives. “Without a freeze, the entire 
value of the deceased’s interest in the business would be 
taxed on his or her death, i.e., when the assets pass to the 
next generation” (page 18). Similarly, the sale or gifting 
of the business to the next generation commonly trig-
gers immediate tax consequences. A properly structured 
estate freeze avoids capital gains and other tax exposure 
while transferring business assets from one generation to 
the next. 

An estate freeze is commonly accomplished by 
transferring business assets to a corporation or through 
the reorganization of an existing corporation. The new 
or reorganized corporation has two (or three) classes 
of shares. The current generation (or parents) retain 
the ownership of “freeze” shares, and may retain voting 

control, in some cases through a second class of shares 
called “thin-voting shares.” The next generation (chil-
dren) receive “growth” or “equity” shares (see Diagram 1, 
page 25). The children’s growth shares hold the rights to 
the future growth of the business and, at the time of the 
freeze, have no or only a nominal value. Tax is deferred 
until the shares are disposed of or income (such as a 
dividend) is received. The parent’s freeze shares have 
no or limited rights to the future growth of the business 
and, at the time of the freeze, are usually valued at the 
fair market value of the business – thus the value of the 
estate is frozen. The parent’s tax exposure is limited to 
the current value of the business and tax is also deferred 
until the shares are disposed of or income (such as a 
dividend) is received.

The estate freeze may involve establishing a holding 
company that owns the shares of the operating company, 
with the share structure as described above. In addition 
to the tax deferral benefit of the estate freeze, the owner-
ship structure allows opportunities for income splitting, 
with business income distributed through dividends 
to lower-bracket family members. The estate freeze 
may also include a “crystallization” of the capital gains 
exemption available to small business corporations – a 
further opportunity to reduce taxes.

A family trust is often established along with an 
estate freeze. Why use a family trust rather than have 
the children individually own a share of the equity 
shares? The authors point out that there are both tax and 
non-tax considerations. A family trust may be a useful 
succession planning tool when children (beneficiaries of 
the trust) have limited business experience and knowl-
edge (as would be the case for young children) or when 
parents wish to maintain control over the transferred 
business assets or wish to gradually transfer control to 
their children. A family trust also offers flexibility in how 
beneficiaries share the business assets in the future. The 
tax considerations of income-splitting and deferral of 
capital gains may be achieved without a family trust, but 
the family trust may allow some flexibility in how busi-
ness income is distributed in order to minimize tax pay-
ments. In general, income of a trust will be taxed to the 
trust if retained by the trust, but is taxable in the hands 
of the beneficiary if distributed.

These are but a few of the topics covered in the book, 
but illustrate the wealth of information found through-
out the book.

BOOK REVIEW



SMEE Review/Revue PMEE August/Août 2008  | 65

SMEE Review/Revue PMEE

510, Education Building
Centre for Management 
Development
Faculty of Business 
Administration
University of Regina,  
Regina, Saskatchewan
Canada S4S 0A2
Telephone: 1 (306) 337-3220
Facsimile: 1 (306) 585-5361
E-mail: smee@uregina.ca

Editor

Jean-Marie Nkongolo-Bakenda
Faculty of Business Administration, University of Regina, Regina, SK Canada

Editorial Board

Bruce Anderson (ex-officio) 
Director, Centre for Management 
Development, Instructor (Strategy 
and Policy), Faculty of Business 
Administration, University of Regina, 
Regina, SK Canada

Robert Anderson (ex-officio) 
Editor, Journal of Small Business 
and Entrepreneurship, Professor 
(Entrepreneurship and Management 
Accounting), Faculty of Business 
Administration, University of Regina, 
Regina, SK Canada

Dale Botting 
Deputy Minister,  
Ministry of Enterprise and Innovation, 
Regina, SK Canada

Greg Elliott 
Senior Policy Advisor,  
Government of Saskatchewan,  
Regina, SK Canada

Steve Farlow 
Executive Director,  
Schlegel Centre for Entrepreneurship, 
School of Business and Economics, 
Wilfrid Laurier University,  
Waterloo, ON Canada

Yvon Gasse 
Directeur, Relations internationales, 
and Canada Research Chair in 
Entrepreneurship and Innovation, 
Faculté des sciences de l’administration, 
Université Laval, Québec, QC Canada

Susan J. Gorges 
CEO, Springboard West Innovations Inc., 
Regina, SK Canada

Walter Good 
Professor and Head,  
Department of Marketing,  
Asper School of Business,  
University of Manitoba,  
Winnipeg, MB Canada

Vance Gough 
Instructor of Entrepreneurship  
Program Chair, Entrepreneurship,  
Bissett School of Business, Mount Royal 
College, Calgary, AB Canada

R. Scott Grant 
Branch Manager,  
HSBC Bank Canada,  
Regina, SK Canada

Jean-Marie Nkongolo-Bakenda  
(ex-officio)Editor,  
SMEE Review/Revue PMEE,  
Associate Professor (Strategy),  
Faculty of Business Administration,  
University of Regina,  
Regina, SK Canada

Chris Pelham 
Executive Director,  
Acadia Centre for Social and Business 
Entrepreneurship, Acadia University, 
Wolfville, NS Canada

Nathaly Riverin 
Directrice, Centre de vigie sur  
la culture entrepreneuriale,  
Fondation l’entrepreneurship,  
Québec, QC Canada

Lorne Schnell 
Chief Operating Officer,  
Morsky Industrial Services Ltd.,  
Regina, SK Canada

Laura Small 
Board Member, CCSBE 
CEO, Women Entrepreneurs of 
Saskatchewan Inc.,  
Saskatoon, SK Canada

Brock Smith 
Professor and Francis G.  
Winspear Scholar, Marketing  
and Entrepreneurship,  
University of Victoria,  
Victoria, BC Canada

Annette St. Onge 
President, SOLWBO Inc.,  
Mahone Bay, NS Canada

Distribution Information
SMEE Review/Revue PMEE 

is a partnership between the 
Centre for Management Devel-
opment (University of Regina) 
and Canadian Council for Small 
Business and Entrepreneurship/ 
Conseil canadien des PME et 
de l’entrepreneuriat (CCSBE/
CCPME). The Review/Revue is 
published semi-annually. 

It is distributed without 
charge to all members of the  
CCSBE/CCPME. It is also distrib-
uted to Chambers of Commerce 
and other business organizations. 
To receive a copy, please e-mail 
smee@uregina.ca.

We are grateful for the sup-
port of the Faculty of Business 
Administration, University of 
Regina.

Advertising Information
Full page and smaller  

advertisement sizes are welcome. 
Both full-colour and black and 
white formats are available.  
For rates, schedules, and other 
information, please contact: 

Advertising,  
SMEE Review/Revue PMEE
510, Education Building,  
Centre for Management 
Development
Faculty of Business 
Administration,  
University of Regina, 
Regina, Saskatchewan  
Canada S4S 0A2
Telephone:  1 (306) 337-3220
Facsimile:  1 (306) 585-5361
E-mail:  smee@uregina.ca



66  |  SMEE Review/Revue PMEE August/Août 2008

Author Guidelines
Purpose

The Small and Medium-sized Enterprises and Entrepre-

neurship Review is focused at owners and operators of small 

and mid-sized enterprises (SME), those working in support of 

SMEs, and those interested in the practice of entrepreneurship. 

The journal has been created by the Canadian Council for Small 

Business and Entrepreneurship (CCSBE-CCPME) in partner-

ship with the Centre for Management Development, Faculty of 

Business Administration, University of Regina to publish ar-

ticles and information directly useful to “practitioners” - those 

in business and interested in business. 

Content
All articles have a practical orientation and are written for 

practitioners. While this is not an academic journal, all articles 

should be theoretically and/or empirically grounded. Content 

should address areas of interest to practitioners, such as:

Innovation

Start-up

High growth and innovative SME financing

Financing of intellectual property-based enterprises

Internationalization

Succession

Market information

Leadership

Corporate social responsibility

Ethics

Strategic alliances

E-business

Government relations 

Human resource practices

The journal publishes articles profiling the experiences 

of other SME managers and entrepreneurs as well as those 

popularizing recent research and theories on SMEs and en-

trepreneurship or providing information on markets and best 

practices. 

Submission Guidelines
The following is a summary of the guidelines:

· Electronic submission in Microsoft Word Format, 
Font Times Roman 12 (.doc or .rtf).

· 2000-2500 words (including references and notes) 
written in a normal, non-technical style. The intent 
is to communicate useful usable information to 
entrepreneurs and those that provide support and 
advice to them.

· Submissions should include the mailing and e-mail-
ing addresses and one paragraph summary of the 
article.

· SMEE Review is bilingual and accepts English and 
French articles published in the language of their 
submission with a summary in the two languages.

· Attractive layout including effective use of headings 
and graphics (e.g., tables, etc.).

All articles will be reviewed by an editorial board com-

posed of academics, practitioners, and service providers in the 

area of SMEs and entrepreneurship.

For detailed guidelines and style formats, please contact:

 Editor

 SMEE Review/Revue PMEE

 510, Education Building 

 Centre for Management Development

 Faculty of Business Administration

 University of Regina

 Regina, SK Canada S4S 0A2

 Telephone: 1 (306) 337-3220

 E-mail: smee@uregina.ca



SMEE Review/Revue PMEE August/Août 2008  | 67



68  | SMEE Review/Revue PMEE August/Août 2008

 SMEE Review/Revue PMEE is presented by:

www.uregina.ca/admin/

centre for 
management development

business


