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Small and medium-sized enterprises (SMEs) are part 
of our everyday life. We are in contact with at least 
one of them every day. Do you know that in Canada 
for example, out of 2.3 million firms existing in 2009, 

99.7% had less than 500 employees and 99.1% had less than 
200 employees?1

Since the intensification of market globalization in recent 
years, the majority of these SMEs are doing business in foreign 
countries or aspiring to do so. A survey in OECD countries re-
vealed that 68% of SMEs were involved in export activities, 28% 
were aspiring to export, and only 4% were not active in export. 
In addition, 55% of SMEs were actively involved in import, 18% 
were aspiring to import and 27% were not active in import. The 
same study found that 57% of exporting SMEs got less than 
20% of their revenue from export activities while only 28% got 
40% or more of their revenue from activities in foreign coun-
tries.2 

These numbers indicate that despite the trend toward the 
internationalization of their activities, the majority of export-
ing SMEs find that doing business in foreign countries is not a 
sinecure given their relatively limited resources. For example, in 
the survey in OECD countries mentioned above, with regard to 
export, SMEs perceived barriers related to internal capabilities 
and access to be the most important and those related to the 
business environment as less important. However, a close look 
at the perception of barriers with regard to the accumulated 
experience in the foreign market revealed that the latter barriers 
were perceived as more important in SMEs with a great deal of 
experience in foreign markets while the former barriers were 
found more important by SMEs with less international experi-
ence. This is a clear indication that the internationalization of 
SMEs is not an area where one can find a recipe that will fit for 
everyone. Nevertheless, this issue of the SMEE Review exam-
ines some approaches that could inspire any SME to assess its 
situation and, if necessary, find its way to successfully conduct 
its activities in the global market.

In the first paper, Professors Jean-Marie Nkongolo-Bak-
enda, Jack Ito, Robert Anderson, and Garnet Garven present 
a summary of their findings from studies on globally oriented 
SMEs. They found that to be successful in at least two countries 
of the triad, an SME needs an outstanding product or service, a 
manager with a great deal of experience in international mar-
kets, and sufficient resources. To survive in this highly competi-
tive market, the SME should judiciously choose appropriate 
means adapted to its relative resources to successfully scan 
its environment, network with partners, learn about new pro-
cesses, products, and technologies, and innovate. Also, it should 
carefully choose its niche in foreign markets.

In the second paper, Robyn Warsylewicz presents an in-
terview with Rob McEwen, founder and former Chairman and 

EDITORIAL 

CEO of US Gold Corp. who, from Canada, has gone to the United 
States, Mexico, and Argentina looking for opportunities, and cre-
ating a company that achieved $13 billion of market capitaliza-
tion. To be successful in the current environment Mr. McEwen 
affirms that for him “... it is curiosity, and the more intense the 
curiosity the better.  Also the ability to set a goal, focus on it, and 
then persistently strive to achieve it despite obstacles is a good 
personal attribute to have”. 

The third paper presents findings from a survey carried 
out by the Western Centre for Economic Research on exporting 
SMEs in Western Canada a few years ago. We feel that these 
findings are still valuable and useful to many SMEs in 2012. For 
example, I invite you to give a particular look at their suggestions 
about strategies that work to make international connections 
and to overcome exporting challenges and barriers.

The fourth paper by Professor Yvon Gasse focuses on the 
stages of development of an SME. Dr. Gasse has published a 
book on this topic and in this summary, he reminds us that 
companies that are following a gradual (incremental) process of 
development can securely internationalize at the fourth of the 
five stages identified. For each stage, the paper describes activi-
ties, organizational characteristics, potential problems, probable 
solutions, and the musts.

Doing business in foreign countries requires a framework 
that could help resolve conflicting ethical issues between the 
home country values and those in the host country. In the fifth 
paper, Drs. Jane Ross, Jack Ross, and Andrew Creed present 
a practical framework for making ethical decisions. Recom-
mending focusing upon facts anchored in human relationships 
deriving from the Self and Others, they have built a simple and 
practical model adapted from Hume for use by  managers. 

Finally, in the sixth paper, Professor George Peng gives 
advice to SMEs entering the Chinese market. Dr. Peng reports 
that out of 10,778 Japanese companies that recently entered 
in China, about 88% had less than 300 employees. He recom-
mends that SMEs target the Chinese hinterland market instead 
of the coastal region traditionally targeted by the majority of 
foreign companies. 

I hope that the papers in this issue will be of great interest 
to managers and anyone interested in the internationalization of 
SMEs.

Enjoy your reading and, on your behalf, I would like to 
thank Bruce C. Anderson, Director of the Centre for Manage-
ment Development, who worked with me on the preparation of 
this issue. Also, thanks to the Student Consultant Managers at 
the Centre for Management Development, including the outgo-
ing Natasha Perkins and the incoming Sarah Novak for their 
contribution and dedicated work on this SMEE Review issue. 

Jean-Marie Nkongolo-Bakenda, Editor

1   Industry Canada, 2010, Key Small Business Statistics. Special Edition: Growth Map of Canadian Firms.  
www.ic.gc.ca/sbstatistics. accessed June 20 2011

2   OECD, 2008, Removing Barriers to SME Access to International Markets. www.oecd.org/publishing/corrigenda accessed October 20, 2011
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Les petites et moyennes entreprises (PMEs) font partie 
de notre vie quotidienne. Il ne se passe peut-être pas 
un jour sans qu’on soit en relation avec l’une d’elles. 
Tenez : savez-vous qu’au Canada par exemple, sur 2,3 

million entreprises existantes en 2009, 99,7% avaient moins de 
500 employés et 99,1% avaient moins de 200 employés1?

Depuis l’intensification de la mondialisation des marchés 
dans les récentes  années, la majorité de ces PME fait des af-
faires dans les pays étrangers ou aspirent à le faire. En 2009, 
une enquête dans les pays de l’OCDE avait révélé que 68% 
des PMEs étaient impliquées dans des activités d’exportation, 
28% aspiraient à exporter, et seulement 4% n’étaient pas ac-
tives à l’exportation. En plus, 55% des PMEs ayant fait l’objet de 
l’enquête étaient activement impliquées dans l’importation, 18% 
aspiraient à importer et 27% n’étaient pas actives à l’importation. 
La même étude indiquait que 57% des PME exportatrices tiraient 
moins de 20% de leurs revenus des activités d’exportation alors 
que seulement 28% tiraient au moins 40% de leurs revenus de 
leurs activités dans des pays étrangers2.

Ces chiffres indiquent que, malgré la tendance à 
l’internationalisation de leurs activités, la majorité de PMEs ex-
portatrices trouvent que faire des affaires dans les pays étrangers 
n’est pas une sinécure compte tenu de leurs ressources relative-
ment limitées. Par exemple, dans l’enquête dans les pays de 
l’OCDE mentionnée ci-dessus, les PMEs percevaient, pour leurs 
activités d’exportation,  que les obstacles relatifs aux capacités in-
ternes et à  l’accès aux marchés étaient plus importants  que ceux 
relatifs à l’environnement des affaires. Toutefois, en considérant 
l’expérience accumulée sur les marchés étrangers,  un examen at-
tentif des obstacles perçus révélait que les derniers obstacles cités 
étaient perçus comme étant plus importantes dans les PME avec 
une grande expérience, tandis que les premiers obstacles mention-
nés étaient davantage trouvés plus importants par les PMEs avec 
moins d’expérience internationale. Il s’agit là d’une indication 
claire que l’internationalisation des PMEs n’est pas un domaine 
où l’on peut trouver une recette qui s’applique à tout le monde de 
la même façon. Néanmoins, ce numéro de la Revue PMEE a ex-
aminé quelques pistes dont chaque PME pourrait s’inspirer pour 
mesurer ses forces et, si nécessaire, trouver sa propre voie pour 
conduire avec succès ses activités sur le marché mondial.

Dans le premier article, les professeurs Jean-Marie Nkongo-
lo-Bakenda, Jack Ito, Robert Anderson, et Garven Garnet présen-
tent un aperçu des conclusions issues de leurs études sur les PMEs 
de classe mondiale. Ils ont constaté que, pour réussir dans au 
moins deux pays de la triade, une PME a besoin d’un produit ou 
service exceptionnel, d’un gestionnaire avec une grande expéri-
ence sur les marchés internationaux, et de certaines ressources. 
Pour survivre dans ce marché hautement concurrentiel, la PME 
doit choisir judicieusement les moyens appropriés, adaptés à ses 
ressources relativement limitées pour entreprendre la veille stra-
tégique sur son environnement, le réseautage avec les partenaires, 
l’innovation et l’apprentissage de nouveaux processus, produits et 
technologies. En outre, il lui faut soigneusement choisir son cré-
neau dans les marchés étrangers.

    Éditorial
Dans le second article, Robyn Warsylewicz présente une entrevue 

avec Rob McEwen, fondateur et ancien président et directeur général 
de l’entreprise américaine Gold Corp. Parti de son Canada natal, 
Mr.  McEwen  est allé aux États-Unis, au Mexique, et en Argentine 
à  la recherche d’occasions d’affaires.  Il a pu créer une entreprise qui 
avait atteint 13 milliards de dollars de capitalisation boursière sous 
son règne. Pour réussir en affaires dans l’environnement actuel,  Mr. 
McEwen affirme que pour lui “... c’est la curiosité, et plus intense la 
curiosité mieux c’est. En plus, il faut être capable de définir un objec-
tif, s’y concentrer, puis persister et s’efforcer de l’atteindre malgré les 
obstacles “.

Le troisième article présente les résultats d’une enquête réalisée il 
ya quelques années par le Western Centre for Economic Research sur 
les PME exportatrices dans l’Ouest canadien. Nous pensons que ces 
résultats sont toujours valables et utiles pour de nombreuses PME en 
2012. Je vous invite par exemple à considérer leurs suggestions sur les 
stratégies qui fonctionnent pour établir des connexions internation-
ales et à surmonter les défis et barrières à l’exportation.

Le quatrième article est écrit par le professeur Yvon Gasse. Il se 
concentre sur les étapes de croissance d’une PME. Dr. Gasse a publié 
un livre sur ce sujet et dans ce résumé qui fait l’objet de cet article, il 
nous rappelle que les entreprises qui se développent de façon incré-
mentale passent par 5 étapes de croissance. C’est à la quatrième étape 
de leur croissance que ces PME peuvent s’internationaliser. Pour 
chaque étape de croissance, Dr. Gasse décrit les activités, les carac-
téristiques organisationnelles, les problèmes potentiels, les solutions 
probables, et les “musts”.

Faire des affaires à l’étranger nécessite un cadre qui pourrait 
aider à résoudre les questions éthiques résultant de la contradiction 
entre les valeurs du pays d’origine et celles du pays d’accueil. Dans 
le cinquième article, les Drs. Jane Ross, Jack Ross, et Andrew Creed 
présentent un cadre pratique pour la prise de décisions éthiques. Ils 
recommandent ce cadre qui se concentre sur des faits ancrés dans les 
relations humaines qui découlent de « soi» et des autres. Ce cadre 
d’analyse simple et pratique s’inspire des travaux de Hume et, à 
l’instar des auteurs, nous espérons qu’il sera d’une utilisation facile 
par les gestionnaires.

Finalement, dans le sixième article, le Professeur George Peng 
donne des conseils aux PME désireuses d’entrer sur le marché chinois. 
Dr. Peng rapporte que, sur 10,778 entreprises japonaises qui sont 
récemment entrées sur le marché chinois, 88% avaient un effectif de 
300 employés ou moins. Il recommande aux PME à cibler le marché 
chinois à l’intérieur du territoire au lieu de viser  la région côtière 
traditionnellement ciblé par la majorité des entreprises étrangères

 J’espère que la lecture des articles de ce numéro seront d’un 
grand intérêt pour les gestionnaires et tous ceux qui s’intéressent à 
l’internationalisation des PME.

Bonne lecture et, en votre nom, je tiens à remercier Bruce C. 
Anderson, directeur du Centre for Management Development (CMD), 
qui m’a aidé à la préparation de ce numéro. J’aimerais aussi remercier 
les gestionnaires des étudiants consultants au CMD, incluant Natasha 
Perkins (gestionnaire en partance) et Sarah Novak (nouvelle gestion-
naire) pour leurs contributions.

Jean-Marie Nkongolo-Bakenda, rédacteur en chef

1 Industry Canada, 2010, Key Small Business Statistics. Special Edition: Growth Map of Canadian Firms.  
www.ic.gc.ca/sbstatistics. accessed June 20 2011

2 OECD, 2008, Removing Barriers to SME Access to International Markets. www.oecd.org/publishing/corrigenda accessed October 20, 2011
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Abstract:
To succeed in the global marketplace,  
a SME needs to have an outstanding  
product or service and sufficient resourc-
es. Its manager should have international 
experience or find help from those who 
have it. The SME must choose appropriate 
and parsimonious means to scan, learn, 
innovate and network. Finally, it needs to 
identify niches in different countries for 
its product or service.

Résumé:
Pour réussir sur le marché mondial,  
une PME a besoin d’un produit ou service 
exceptionnel et des ressources suffisantes. 
Son directeur doit avoir une expérience 
internationale ou trouver de l’aide auprès 
de ceux qui en ont. La PME doit choisir 
avec parcimonie les moyens appropriés 
pour assurer la veille stratégique, appren-
dre de manière continue, innover  
ses produits et processus et bâtir son  
réseau. Enfin, elle doit identifier des 
niches dans les différents pays pour son 
produit ou service.

Introduction

In recent years, Small and Medium-sized Enter-

prises (SMEs) have increased their activities in 

foreign countries. Nevertheless, compared to 

large firms, SMEs have more limited resources, fewer 

networks and less people experienced in international 

markets. Thirty years ago, SMEs were considered as 

being locally-oriented to take advantage of their close 

relationships with the local market. But as cross-bor-

der barriers have declined, the likelihood of partner-

ship has increased, and improved technologies have 

facilitated transportation and communication, many SMEs have successfully 

extended their activities in many competitive markets. They see the world as 

the space where they can produce or sell their products and services, sometimes 

competing on the same grounds as large firms. But given their relatively limited 

resources, this extension of SME activities raises questions such as: should any 

SME go global to grow and profit? If not, under what circumstances should a 

SME consider going global? If it decides to go global, where and how should it 

expand?

This paper seeks to address these questions. The insights are largely based 

on findings from conceptual and empirical studies we carried out in recent years 

on Canadian SMEs of less than 500 employees. Some of them were obtaining 

30% or more of their revenues from countries located in at least two of the most 

competitive business regions such as North America, Europe, and Asia. We have 

called them “Globally-Oriented Small and Medium-Sized Enterprises” (GOS-

MEs). Some of the papers from our studies have been published in scholarly jour-

nals (see references). Our objective in the current paper is to present the most 

usable and insightful findings for practitioners. Readers wishing more informa-

tion can obtain the published papers from the authors.

1. When should a SME consider going global?
Going global means that you will manufacture and/or sell your products 

and/or deliver your services in a foreign country located far away from your 

home country; you will compete with other companies, large or small from the 

host country and from other different business environments; and you will have 

to deal with different currencies and people from different cultures in countries 

with legal systems different from those of your home country. Therefore, you will 

need a good product/service, a great deal of international experience, and suf-

ficient resources to feel ready to operate in a business environment different from 

your own.

In some industries, the 

nature of the product 

can impede the move 

to many foreign 

markets even if the 

product is distinctive 

and contemporary.
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A. Distinctive product or service

First, being ready means that you should have a product 

or service that is better and/or cheaper than those offered by 

competitors in other countries. These products or services 

should be distinctive, contemporary and difficult to imitate 

(thanks to the existence of a patent for example). This prod-

uct distinctiveness can be an extension of the firm’s com-

petitive advantage in the domestic market, and supported 

by location and customer niche strategies. Our findings 

indicated that product distinctiveness explained 20% of the 

variation of the GOSME’s profit.

To operate in multiple foreign markets, the distinctive 

product/service of a GOSME should be sold to customers 

located in different countries with common needs to avoid 

the substantial expenses for customization. Generally, SMEs 

producing industrial products are more likely to satisfy this 

requirement than those manufacturing consumer products. 

However, products can be too distinctive or specialized and 

applicable to only a few international markets. While limit-

ing scope, the strategy can result in significant international 

sales. In our empirical studies, we observed that 80% of 

GOSMEs targeted industrial customers, 87% had a special-

ized product, and 69% responded to a standardized demand. 

For such products, GOSMEs generally used   a push market-

ing strategy that emphasizes personal selling and a short dis-

tribution channel rather than a pull strategy that emphasizes 

mass selling and a long distribution channel including many 

intermediaries.

In some industries, the nature of the product can im-

pede the move to many foreign markets even if the product 

is distinctive and contemporary. Indeed, we have observed 

that in the agricultural equipment manufacturing industry, 

the innovation leading to distinctive products often occurs 

through collaboration between the farmers and the manu-

facturing company. The innovation is therefore a solution 

to a local or regional farming concern and is closely linked 

to the type of crop, the nature of the land, and other natural 

aspects (e.g. moisture levels). A distinctive product developed 

in this context can be used as is only in regions presenting 

similar requirements.  Otherwise, the adaptation needed 

would increase costs for the firm and can discourage selling 

the new product elsewhere, especially if the customers have 

very limited purchasing power. Thus, in this industry, the 

larger SMEs produced moderately distinctive products and 

/ or services, with their greater resource base supporting the 

broader geographic range.

B. International experience

International experience is essential to succeed in inter-

national activities as it helps the manager to understand the 

differences between one’s country and foreign countries of 

interest in terms of laws, culture, business practices, and the 

like. Also, it suggests that the manager has, or can build social 

networks in the foreign country and knows who to contact for 

different issues. In our empirical observations, international 

experience accounted for 19% in the variation of the GOSME 

profit.

If the manager has limited international experience, he or 

she can hire those having this experience (for example profes-

sionals such as freight forwarders and accountants) or rely on 

federal or provincial services that supply such expertise. For 

example, the province of Saskatchewan (Canada) has created 

Saskatchewan Trade & Export Partnership (STEP: www.sask-

trade.com/) to partner with provincial enterprises to initiate 

international activities or increase their current ones. At the 

federal level, organizations such as the International Trade 

Canada (www.Itcan-cican.gc.ca), the Canadian Trade Commis-

sioner Service (www.Infoexport.gc.ca), and the Export Devel-

opment Canada (www.edc.ca) offer services and assistance to 

exporters.

C. Resources

When a company is doing business in foreign countries, 

it must have human and financial resources to market and 

manufacture products, administer the exporting process, and 

manage the financial transactions with foreign customers. The 

amount of resources available is generally associated with the 

size of your firm. In our studies, we found that the size of the 

firm explained 24% of variation in GOSME profit.

Nonetheless, the impact of size depends on the nature of 

the firm. For example, size is more important in a manufac-

turing company than in a service company. Each company, 

whatever its activities, should assess the additional resources 

necessary to carry out its foreign activities. Sometimes, these 

resources can be acquired outside. To complete export docu-

mentation for example, the company can use the services of 

freight forwarders. In the same vein, SMEs can take advantage 

of EDC services to limit financial risks in foreign markets.

Studies have shown that the combination of different fac-

tors can enhance or decrease international activities. Our re-

search about combinations is at early stages, but indicates that 

firms thinking of expanding need to consider questions such 

as: although we have international experience, do we have the 

resources to undertake this venture? Or conversely, perhaps 

the firm is large but managers lack experience. And, we have 

an entrepreneurial orientation to seek out opportunities (e.g. 
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unique ways of serving the customer) but do we have the ex-

perience and knowledge to appreciate the issues? These types 

of questions can assist the firm in identifying their weak-

nesses and pursuing alternatives, such as expanding their re-

sources, for example, by outsourcing or using alliances. Some 

firms acquire necessary ingredients incrementally by first 

focusing on domestic market, then moving to neighboring 

countries in the same region before going in the global mar-

ket. Others can have these ingredients since inception and go 

directly in the global market. They are called “born globals”.

2. How should a SME do 
business to succeed in the 
global marketplace?
To succeed in the global market, a SME must undertake 

different actions that will allow it to be aware of what is go-

ing on and get ready to respond to changes that take place 

in these markets. These actions relate to scanning, learning, 

innovation, and networking. Although any company, includ-

ing domestically-oriented ones, must be actively engaged in 

these actions to survive, the difference for a GOSME lies in 

their implementation.

A. Scanning

Scanning informs the firm about the state and changes 

about aspects such as customer needs and behaviours, com-

petition intensity, as well as political, legal, economical, and 

cultural aspects in the markets where the company is doing 

business. Large companies generally use divisions abroad 

to gather information on these aspects. But SMEs, if they 

do not have such resources, will use other means to become 

informed about current and potential markets. Our studies 

have indicated that the majority of GOSMEs use their con-

tacts with customers to know their needs and aspirations. 

They attend trade shows to obtain information on technology 

and competition in their sectors. They read journals and spe-

cial reviews (such as government publications) to understand 

the legal, economical, and cultural changes affecting their 

businesses.

The frequency of scanning these aspects depends on the 

resources available and the competitive pressures in the in-

dustry. Also, we found that the level of scanning has an im-

pact on learning, product distinctiveness, and innovation.

B. Learning

The rate of change is accelerating and the product life 

cycle is continuously shortening.  To survive companies need 

to continuously learn to be flexible and adapt to changes that 

take place in the environment.

In our studies, managers suggested that GOSMEs com-

bine formal and informal means of learning in order to ac-

quire both explicit and tacit knowledge (knowledge gained 

by doing). The information provided by scanning needs to 

be transferred through the firm by both formal (newsletters, 

planning sessions) and informal means (ad hoc discussion 

groups and conversations). By engaging the employees in 

developing ideas about international opportunities and chal-

lenges, this body of knowledge supports the firm’s adapt-

ability such as through product innovation and market 

development.

C. Innovation

The short life cycle of product and the relentless change 

occurring in the environment suggest frequent product inno-

vation to survive. Baldwin and Hanel (2003) have examined 

this topic in depth in the Canadian context.

These authors have found that to innovate, some SMEs 

rely on R&D like large firms. However, the majority of SMEs 

conduct R&D only occasionally and rely more on the techni-

cal capability of their production departments. The oppor-

tunity for innovation is often brought to their attention by 

customers and suppliers (reducing risk by innovating to ex-

pressed needs).  With respect to innovation, SMEs can adopt 

different strategies. Some license from other companies, oth-

ers innovate by improving on competitor products, and a few 

invent world-first products or services that need intellectual 

property protection.

The most innovative firms were found to stress the in-

troduction of new products and the use of new materials; 

they were more competitive in terms of customer service and 

flexibility, and emphasized quality, training of their human 

resources, and using compensation to motivate staff. We note 

that small firms with their more limited resources must con-

sider the costs and risks of new product introduction more so 

than do larger ones.

D. Networking

To compensate for their relatively limited resources, 

SMEs often need to be involved in alliances with other com-

panies to carry out their activities in foreign countries. In 

our studies, we found most owner-managers considered 

networking activities, particularly in the area of collaborat-

ing and outsourcing, as necessary for   sustainable success 

in the global marketplace. Conversely, the majority felt that 

subcontracting some of their activities was unnecessary. Fur-

thermore, for all types of networking activities (including col-

laborating and outsourcing), the relative quantity of activities 

believed to be ideally dedicated to the alliance was low for 
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most of the managers. This shows a strong desire of owner-

mangers to conserve their autonomy while benefiting from 

networking practice. Otherwise, managers were very cautious 

in pushing their co-operation with other companies in order 

to protect their know-how. They outsourced some activities 

only when they were sure that their core competencies were 

safely protected.

3. Where do SMEs want to operate?
SMEs that go global generally choose a niche strategy. 

They can operate in many countries, but often target a mod-

erate number of industrial customers dispersed in these 

countries. The use of a niche strategy explained 20% of the 

variation in profit in some of our studies on GOSMEs. These 

companies often supply groups of customers  having the 

same needs, but are not large enough to attract the attention 

(and the competition) of large multinationals. This does not 

mean that some SMEs cannot compete on the same ground 

against large multinationals, but they may grow beyond the 

SME category or be acquired by other firms.  

Conclusion

To go global a SME preferably serving industrial custom-

ers needs to have an outstanding product that can serve the 

needs of at least a moderate number of industrial customers 

in different countries (Figure 1).  Its manager needs some 

international experience or help from someone who has this 

experience. The availability of resources to face international 

challenges is a key to success.

To be successful the firm should use appropriate external 

means to scan the environment and gather needed informa-

tion on different aspects of the business while taking into 

account its relatively limited resources. It must learn fast 

by using preferably the pollination model in which manag-

ers and supervisors learn outside in order to ensure train-

ing inside the firm through formal and informal structures. 

It continuously needs to innovate, leaning on the technical 

skills of its human resources and using R&D judiciously due 

to the time, expense, and risk involved. To supplement its 

limited resources, it can network, but should be cautious 

to avoid giving away its proprietary information that is  the 

source of its competitive advantage. Its products, preferably 

industrial, are sold to a niche including a moderate number 

of customers dispersed in different countries. The Figure 

below summarizes what it takes to an SME to be successful in 

a global market.
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  Rob 
McEwen

By Robyn Warsylewicz,  
Fourth Year Business 
Administration Student, 
University of Regina

Abstract
This is an interview with Rob  
McEwen, the founder and former 
Chairman and CEO of US Gold 
Corp. He responds to questions 
from Robyn Warsylewicz about 
the factors of business success, his 
view about the 2008 crisis, and 
social responsibility. Mr. McEwen’s 
responses during this interview are 
very inspiring for entrepreneurs 
and managers still in business.

Résumé: 
Voici une interview avec Rob  
McEwen, président fondateur et 
ancien PDG de Gold Corp aux 
États-Unis. Il répond aux ques-
tions de Robyn Warsylewicz sur 
les facteurs de réussite d’une 
entreprise, sa vision sur la crise de 
2008, sur la responsabilité sociale, 
etc. Les réponses de Mr. McEwen 
durant cet entretien sont très inspi-
rantes pour les entrepreneurs et les 
gestionnaires encore en actifs.

Rob McEwen is the 

founder and former 

Chairman and CEO 

of US Gold Corp. Mr. McEwen 

has always set high expectations 

for himself and challenged him-

self (and others) to make better 

decisions. We approached him 

for an interview on his views on 

important business lessons and 

how he links to his community. 

Robyn Warsylewicz caught 

up with Rob McEwen on Novem-

ber 4th, 2010, just hours before 

his keynote address to the Uni-

versity of Regina Business Dinner 

and a hurried business trip to 

Europe.

Rob McEwen started his 

learning at the University of 

Western Ontario, where he 

earned his B.A.  Later, he earned 

an MBA from York University.   

In 2005, York University hon-

oured him with an honourary 

doctorate.  He was appointed the 

prestigious Order of Canada in 2007.

McEwen began his business career in the investment industry and had an early 

interest in gold.   He founded US Gold Corporation and built it into the lowest cost, 

million-ounce gold producer in the world.  After becoming Chairman and CEO in 

1993, he grew the firm’s market capitalization from $50 Million USD to $13 Billion.  

After stepping down from US Gold Corp., he became the Chairman and CEO of 

Minera Andes Inc. and Lexam Explorations.  

On Corporate Social Responsibility
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What are the most crucial things you 
have done to grow your companies?

There are several things I have done to grow my com-

panies.  First would be the constant questioning of why we 

are doing what we are doing in a certain way.  Second would 

be the seeking of alternatives.  Can we do it better?  Can we 

do it faster?  Can we do it another way?  Ask these questions 

rather than accepting the tried and true.  

What personal attributes do you think are 
most crucial to being successful today?

For me it is curiosity, and the more intense the curiosity 

the better.  Also, the ability to set a goal, focus on it, and then 

persistently strive to achieve it despite obstacles is a good 

personal attribute to have.

How do you integrate ethics into your 
management and business? 

If a person is not ethical, they do not work for us.  Ethics 

have to be engrained.  My companies are not in the business 

of training ethics.  

What business lessons have you learned 
from the recent financial crisis?

The concept of “madness of the crowds” still exists.  Peo-

ple get caught up in the moment.  In this last financial crisis, 

there was an inordinate amount of risk ignorance.  There was 

risk and you could see it.  If you looked at the U.S. housing 

market at that time, you could see it was abnormal.  You want 

to question the environment you are in.  The speed at which 

the financial crisis fell was very fast.  One moment everybody 

is feeling like they are on top of the world, and the next mo-

ment it seems like the world has crushed them.  The speed of 

it was somewhat alarming, but it did create opportunities.  So 

if you could position yourself, you were ready to buy.

How have your companies changed to keep 
pace in the new global markets?

We have gone outside Canada.  We have gone to the 

United States, Mexico, and Argentina looking for opportuni-

ties.

What does corporate social 
responsibility mean to you?

It means treating employees and the community as you 

would like them to treat you.  A lot of the support that you 

can give to the community can only occur if you are profit-

able.  Business today is morphing into a more sensitive en-

vironment.  I think if you want to do work anywhere in the 

world you cannot ignore the community around you or the 

people that work for you.  

If you can create an enterprise that creates financial 

liberty for many in your firm, you have taken a big burden 

off their back and allowed them to think more about what 

they can with their career.  You can give them skills that will 

enhance their careers going forward.  Whether they continue 

to work for you or not, you have done them a great service.  I 

was very pleased at Gold Corp; there were all sorts of people 

that became very well off and their career paths blossomed 

after they left the organization.  That to me is the social re-

sponsibility.  

What advice would you give to new 
entrepreneurs regarding the importance 

of corporate social responsibility?
Keep your eyes open and be aware that there is a com-

munity that is expecting and deserves to be treated in a fair 

and honest way.  Be open with them and build your business.  

Create a mission, be passionate about it and there will be 

people who want to follow you.
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How do you integrate corporate 
social responsibility into the 

management of your companies?
My wife and I established a centre for regenerative 

medicine.  We include the employees if they want to, and are 

interested.  There are a lot of needs out there.  If they want 

to support that or something else, we will help.  In all of my 

companies past and present, we make charitable donations 

to the communities where our operations are.  I feel that 

the money of the corporation is not just my money; it is the 

money of the shareholders.  If they do not give authorization, 

then it is not my money to arbitrarily give to certain causes.  

Most times, I write a personal cheque when someone is look-

ing for donations. 

How does corporate social responsibility 
play a role in the branding and building 

of customer loyalty in your companies?
People want to invest in a company that they feel is go-

ing to go up in value.  The other side asks, “Are these people 

doing exciting work?” and “Are they doing good work for a 

larger community?”  And if they see that then they say, “I’d 

like to invest in that because they have values that I adhere 

to as well”.  At Gold Corp, we used to have annual meetings 

and I would invite various suppliers and community groups, 

like a trade fair.  At our last meeting, we had 26 organizations 

outside of Gold Corp.  They could meet who they were doing 

business with and see the quality of the people.  It is about 

trying to build a bigger community that can create more op-

portunities.  It is all about trying to get the people to think 

about what is possible.  To me it is all about “how do you free 

the individual from their inhibitions?”  Once they can break 

through that barrier, then all of a sudden they see many of 

the issues are self-imposed.  Once you realize they are not 

barriers, you can start running.  Our companies right now 

are not that big; they are exploration companies and have 

negative cash flow.  This is mostly because we are exploring 

and pushing the dream with the hope that we will discover 

something that will create long-term employment and capital 

investment.

What’s the best business advice 
you have ever received?

Play speed chess so that your skills of anticipation are 

enhanced.  I was in the middle of a contested takeover battle 

and they told me to make decisions faster.  You can get that 

through speed chess.  Also, know as much as you can about 

your opponent and competition.

What lessons have you taken away 
from your business career?

Break the barrier and those self-imposed limitations.  

Every time I have gone through what I thought was a barrier, 

I found that I had a big advantage.  There is a big world out 

there that you just keep running in, so keep pushing those 

limits.  One should also rely on their intuition.  Intuition is 

really a collection of experience and thought process.  There 

have been a couple of times where everybody around me said 

“you can’t do that” or “no, that’s not a good idea” and I have 

done it and everybody’s gone “I didn’t think that was going 

to happen” and it turned out for the better.  At some point in 

your life, you become the master of your destiny and you will 

never know 100% or even 80% of all the variables, but you 

have to make a decision to go ahead or not.  If you do not try 

it, you will live with the regret of never trying.  Don’t live with 

the regret of having never tried.

Key takeaways:

 ● Free yourself from personal and professional inhibi-

tions.  Most of the time they are self-imposed and 

breaking free may create huge pay-offs.

 ● Build your community – it is about what is possible, 

and do not hesitate to step up with your own cheque-

book.

 ● Practice making decisions faster; playing speed chess 

helps develop quick decision-making skills and stra-

tegic business thinking.

 ● Rely on your intuition.  You may have to make deci-

sions with less than full information so your judge-

ment is critical.

 ● Create your own mission and vision and be passion-

ate about it.  Your passion will encourage others to 

follow you.
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Introduction

Small and Medium Enterprises in  

Western Canada export products and services 

valued in the billions of dollars each year.

 ● What makes small and medium  

manufacturing firms successful  

as exporters?

 ● What hinders their  

export success?

 ● What changes can you make to 

improve your export success?

 ● And how can you take your  

business in the only direction you  

want to go – up?

The Western Centre for Economic Research (WCER) examined these questions in 

a 2007 survey Reaching Out: How Western Canada’s Smaller Firms Export. The study, 

funded by Western Economic Diversification Canada, was based on interviews with 

almost 400 Western firms with fewer than 100 employees. The sample included many 

firms in the manufacturing sector, and a few firms that provide professional and techni-

cal services.

Our findings offer an in-depth look at some of the more complex issues surround-

ing exports. As a business owner, you may find some issues in common with those 

raised in the survey and which need to be considered in your own business research and 

planning.

Exporting and Growth Strategies

 ● Planning is an important determinant of export success. Two-thirds of small 

and medium manufacturing firms in the WCER survey have a business plan 

that includes the intent to export and the requirement for extra capital, espe-

cially to enter non-U.S. markets.

 ● Western SMEs largest export market is the U.S., followed by Europe. About 

90% of surveyed firms export to the U.S.; Europe – 35%; Asia – 25%; Oceania 

(Australia, New Zealand and 23 island nations) – 18%; Mexico – 10%; South 

America – 9%; Middle East – 8%; Central America – 5%; and Africa – 2%.

 ● Exporting firms tend to focus on multiple markets, rather than just one country.

 ● Firm owners with foreign work experience were found more likely to be success-

ful exporters.

Reaching Out:  
How Western Canada’s 
Smaller Firms Export

By Western Centre for  
Economic Research (WCER)

Abstract: 
This paper presents findings from 
a survey carried out by the WCER 
on factors that could facilitate or 
hinder the internationalization 
of Western Canadian Small and 
medium-sized enterprises. Also, 
it suggests some solutions to the 
challenges faced by SMEs in their 
international activities. These find-
ings and suggestions are still valid 
for any SME willing to internation-
alize its activities in todays global 
market.

Résumé: 
Cet article présente les résul-
tats d’une enquête menée par 
le WCER sur les facteurs qui 
pourraient faciliter ou entraver 
l’internationalisation des petites et 
moyennes entreprises de l’Ouest 
canadien. En outre, il suggère des 
solutions aux défis rencontrés 
par les PME dans leurs activités 
internationales. Ces conclusions et 
suggestions sont toujours valables 
pour toute PME qui se propose 
d’internationaliser ses activités le 
marché mondial actuel.
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Making the Connection

There are several ways for small and medium firms to 

enter foreign markets, The top three are:

 ● Personal connections.

 ● Agents and distributors.

 ● The Internet (especially for non-U.S. markets).

Strategies that Work

1. Make a business plan that includes exporting.

2. Find employees with foreign work experience, or 

seek foreign work experience yourself.

3. Explore multiple countries for markets.

4. Network for personal connections.

5. Participate in trade shows and seminars.

6. Do Internet research on possible export markets.

Exporting Challenges and Barriers

 ● Custom authority/information problems were a 

stronger barrier for exporting to the U.S. than to 

other countries.

 ● Increased Canadian/U.S. border security is penal-

izing Canadian firms heavily. Many survey re-

spondents experienced varying degrees of border 

difficulties.

 ● The largest barrier for exporting is finding qualified 

labour.

 ● Finding contacts, financial resources, expertise, and 

coping with risk were all listed as stronger barriers 

for non-U.S. markets than for U.S. markets.

Indirect Exporting
Many survey participants who do not directly export 

their own products play a role in supplying other manu-

facturers with products used for export, as part of Western 

Canada’s export value-added chain.

Strategies that Work
 ● Educate yourself about custom and border security 

requirements of the countries to which you are ex-

porting. Network and use word-of-mouth to find 

employees.

 ● Create mentoring programs and look for similar 

programs with experienced exporters to share their 

skills.

 ● Use available government training assistance.

 ● Attend trade seminars, career fairs and other promo-

tional activities.

 ● Consider using agents, distributors and the Internet 

to promote your business.

This text first appeared on the Website of 
the Western Centre for Economic Research 
and is published with the permission of 
the Centre. We thank Mrs. Jean Frost for 
having granted us this persmission.
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DE  L’ENTREPRENEUR 
AU GESTIONNAIRE: 
LE DÉVELOPPEMENT DE LA PME

Yvon Gasse,

Professeur et directeur,

Chaire en entrepreneuriat 
et innovation,

Faculté des sciences 
de l’administration,  
Université Laval

Québec

Résumé : 
Dans cet article Yvon Gasse identifie 
cinq étapes de croissance d’une 
entreprise. Pour chaque étape, 
il décrit les principales activités, 
les caractéristiques organisation-
nelles, les problèmes potentiels, les 
solutions possibles, et les sujets qui 
méritent une attention particulière. 
Il s’agit d’un résumé du livre et des 
articles que le professeur Gasse a 
publiés dans le passé et qu’il met à 
la disposition des gestionnaires.

Abstract:
In this article, Yvon Gasse identifies 
five stages of business growth. For 
each stage, he describes the main 
activities, organizational character-
istics, potential problems, possible 
solutions, and items that deserve 
special attention. This is a summary 
of the book and articles that Dr. 
Gasse has published in the past and 
that he makes available to manag-
ers.

Tout comme l’individu, 1’entreprise se développe à travers une série de 

stades de croissance et, aussi comme celui ci, les stades sont plus visibles 

et plus importants durant les premières années. Un ensemble de carac-

téristiques particu¬lières semblent émerger à chacun des stades de croissance, de 

l’enfance à 1’adolescence jusqu’à l’état adulte. Imposer trop rapidement à un adoles-

cent des exigences qui relèvent des adultes peut freiner son développement plutôt 

que de l’accélérer. De la même manière, une entreprise qui en est encore aux stades 

infantiles de son évolution affiche des ca¬ractéristiques et des comportements très 

différents d’une en¬treprise ayant atteint un niveau de maturité qui lui assure une 

position solide sur le marché. Les conditions nécessai¬res à l’efficacité des opérations 

d’une entreprise mature peuvent en fait constituer des obstacles majeurs à une jeune 

firme en constante évolution.

Chaque nouvelle phase ou ni¬veau d’opérations introduit des ensembles variés 

de problèmes qui font appel à des changements d’attitudes et de comporte¬ments très 

substantiels et très difficiles   pour ne pas dire souvent impossibles   de la part de 1’en-

trepreneur ou du pro¬priétaire dirigeant. C’est dans une telle perspective que la gestion 

des PME prend toute sa signification et sa particu¬larité.

Plusieurs approches ont été développées pour expliquer et il¬lustrer le processus 

d’évolution des entreprises.  Nous présenterons ici les cinq principaux stades et leurs 

caractéristiques (voir figure 1).

L’ÉLABORATION : faire des essais

Il s’agit évidemment de la période avant le démarrage. Les activités principales se 

concentrent principalement sur l’élaboration du plan d’affaires, la mise au point du con-

cept du prototype, la recherche de brevets et de licences, etc. En fait, c’est une période 

d’essai pendant laquelle on fait des recherches et des analyses et qui permet de vérifier 

auprès de personnes averties.

Les problèmes à prévoir

Comme l’entreprise n’est pas encore démarrée, il faut prévoir une autre source de 

revenus, et ne pas accepter trop de frais généraux fixes, comme le loyer, l’embauche 

de personnes, la constitution  d’inventaires, etc., avant d’avoir des revenus assurés. La 

même chose a propos d’engagements auprès de clients, fournisseurs, partenaires. Sou-

vent, on sous-estime l’envergure des dépenses, et on surestime le soutien de certaines 

personnes ou organisations.
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Les mesures à prendre

Consulter certains spécialistes (avocats, comptables, 

fonctionnaires, etc.), surtout ceux qui ont une bonne expéri-

ence dans le démarrage d’entreprises. Vérifier la réglementa-

tion, les permis, les brevets, les licences, les inspections, etc., 

afin de ne pas faire d’erreurs couteuses. Bien analyser les 

besoins en financement et préparer un plan d’action assez 

détaillé. Enfin, envisager un partenaire, surtout complémen-

taire et actif, peut aussi être une option très rentable.

Les devoirs

Toujours se rappeler que la raison d’être d’une entre-

prise, c’est de faire des bénéfices ; autrement, on ne reste pas 

longtemps en affaires. Ainsi, l’entrepreneur doit prévoir pour 

lui-même une rémunération convenable, au bout d’un an au 

maximum. De façon à minimiser les dépenses, il faut envis-

ager des alternatives comme le partage de locaux, la location 

d’équipement, la sous-traitance, etc. On le sait, c’est toujours 

plus long que prévu, il faut donc bien planifier son temps et 

établir des priorités.

LE DÉMARRAGE : une question de survie

Ce stade commence par des frais généraux fixes et dure 

jusqu’au moment où les revenus équilibrent les dépenses 

(seuil de rentabilité). Il est caractéri¬sé par l’absence de 

formalisation des objectifs, des politiques et de la struc-

ture. Les buts personnels du propriétaire sont la survie de 

l’organisation et le bien être des collaborateurs. Les proprié-

taires des entrepri¬ses artisanales travaillent plus au niveau 

technique (par exem¬ple, ventes ou opérations quotidiennes) 

qu’à un niveau de gestion. D’ailleurs, les activités de ce type 

d’en¬treprise sont souvent centrées sur les talents et les spé-

cialités de l’entrepreneur.

L’en¬treprise peut connaître une forte croissance; toute-

fois, elle n’aura pas été planifiée mais sera plutôt le fruit d’un 

envi¬ronnement favorable ou du choix d’une niche profit-

able. L’en¬treprise n’innove pas et n’adopte pas de nouvelles 

méthodes ; on se sert de la technologie conventionnelle. Les 

principaux contacts avec 1’extérieur se font surtout avec le 

comptable et le banquier.

Le style de gestion est caractérisé par la su¬pervision 

directe du propriétaire. Les problèmes surgissent lorsque 

l’entreprise atteint entre vingt et trente employés. Si peu 

de produits ou services sont offerts, peu de processus sont 

uti¬lisés ; la recherche est inexistante et seulement quelques 

clients comptent pour la majorité des ventes. Un manage-

ment du type “one man show” s’exercera possiblement tant 

que l’en¬treprise ne totalisera pas une centaine d’employés 

ou plus. Durant cette période, l’entreprise fait face à la crise 

de départ et à la crise de liquidité. Les problèmes sont au 

niveau des compétences du dirigeant, des techniques de ges-

tion utilisées et de la liquidité nécessaire (cash flow) ; c’est 

aussi le stade où 75% des nouvelles entreprises connaissent 

l’échec.

Les problèmes à prévoir

Il faut habituellement, de deux à trois fois plus de 

temps que prévu pour atteindre le seuil de rentabilité ; les 

délais des premières commandes est plus long, la réaction 

de la clientèle est plus lente, et les modifications apportées 

aux produits ou services et à l’approche commerciale sont 

plus longs que prévu et coûtent aussi plus cher. De plus, 

l’entrepreneur essaie de tout faire seul.

Les mesures à prendre

Donner suite rapidement aux commandes, suivre de près 

les clients et maintenir un rapport direct avec les clients et 

les partenaires, comme les fournisseurs, les sous-traitants, 

les banquiers, etc. Devenir rapidement un vrai dirigeant 

d’entreprise, avec des budgets, des contrôles et des éché-

ances. 

Les devoirs

Essayer de constituer et de maintenir une réserve de 

fonds et une bonne marge de crédit. Consulter régulièrement 

le comptable, le banquier, les associations et les autres entre-

preneurs. Toujours se rappeler qu’être en affaires, c’est pour 

offrir un produit ou service, tout en réalisant un profit, et que 

ça prend beaucoup de temps pour bâtir une réputation mais 

une seule erreur pour la perdre.

LA CROISSANCE DYNAMIQUE :  
savoir maîtriser et déléguer

Le troisième stade est caractérisé par la croissance dy-

namique.  Tout d’abord, l’entreprise connaît un taux progres-

sif de croissance de ses ventes et, par la suite, encore une 

croissance mais à un taux décroissant.

Tout d’abord, l’entrepreneur, par son charisme, est 

souvent considéré comme un héros par les employés. I1 ex-

iste un minimum de règles, de po¬litiques et de structures. 

L’entrepreneur désire des contacts person¬nels avec une ma-

jorité des personnes impliquées dans l’entreprise et il a une 

influence directe sur ses assistants, conseillers ou spécialistes 

techniques. I1 prend d’ailleurs les décisions majeures.

En général, l’entreprise en croissance dynamique ex-

ploite une innovation (nouveau produit, nouveau service, 

nouveau mar¬ché, nouvelle méthode de production, nouveau 

réseau de distri¬bution ou nouvelle connaissance).  Le taux 



18  |  SMEE Review/Revue PMEE June / juin 2012

de profita¬bilité est élevé car l’entreprise jouit d’économies 

de crois¬sance et de taille.

Après un certain temps, l’entreprise passe d’un stade où 

elle était dirigée pres¬que complètement par l’entrepreneur 

seul à une gestion plus ra¬tionnelle et plus professionnelle. 

L’entrepreneur doit déléguer car l’envergure des opérations 

ne lui permettent plus de tout diriger seul. Différents sys-

tèmes de contrôle sont mis en place. Il faut prévoir une struc-

ture plus décentralisée, un développement fonctionnel, des 

objectifs et des politiques écrits, bref, une organisation plus 

formelle. Sans l’introduction de ces changements, l’entreprise 

pourra jusqu’à un certain point continuer à croître quand 

mê¬me, à moins que des crises ou une inefficacité interne 

viennent renverser cette expansion.

En général, pour réussir l’entrepreneur doit pas¬ser du 

leader autocratique au gestionnaire qui sait déléguer.  Les 

entreprises qui comptent plus de trente employés franchis-

sent habituellement cette étape. C’est de loin le stade le plus 

profitable car le taux de retour sur l’investis¬sement excède 

de beaucoup ceux des autres stades.  

Souvent, durant cette phase, la crise de délégation et la 

crise de leadership  exigeront des changements majeurs dans 

les pra¬tiques de l’entrepreneur. On verra donc la nécessité 

pour l’entreprise de se stabiliser (par l’élaboration de plans, 

la mise sur pied d’un département de marketing, la déléga-

tion et la formation du personnel) et aussi de se gagner une 

bonne réputation (par la qualité de ses produits et services, 

de sa structure financière et de ses relations avec les clients).

Les problèmes à prévoir

Il est fort possible durant cette période que 

l’augmentation des ventes n’apportent pas les bénéfices 

supplémentaires escomptés car il y a trop de coûts non-

compressibles, entre autres. La croissance rapide entraine 

l’embauche précipitée de personnel et l’agrandissement de la 

base (locaux, équipement, promotion, etc.), donc des besoins 

financiers plus grands et plus diversifiés ; peut-être aussi que 

le système de contrôle en place n’est plus adapté à ce nou-

veau régime.

Les mesures à prendre

Il sera probablement important pour l’entrepreneur de 

revoir ses ambitions pour l’avenir, et adapter sa planification 

en conséquence. Par exemple, ne pas s’aventurer trop vite 

dans des dépenses de marketing et de recherche et dével-

oppement. Les règles du jeu demeurent toujours les mêmes : 

faire de l’argent et non d’essayer de se prouver.

Les devoirs

Avec la croissance de la main-d’œuvre, il devient habitu-

ellement nécessaire de mettre en place un meilleur contrôle 

des frais généraux ; par exemple, à ce stade, on peut se per-

mettre d’explorer différentes sources d’approvisionnement et 

de comparer. Enfin, il faut revenir au bon vieux principe de 

gestion : « si vous ne pouvez pas tout savoir, sachez du moins 

l’essentiel ».

L’EXPANSION : avoir une vision

En croissance dynamique, l’entreprise exploite son 

produit ou son service de base dans un marché habituelle-

ment connu ; au stade d’expansion,  on lance de nouveaux 

produits, on pénètre de nouveaux marchés, ou ouvre de 

nouveaux magasins, on peut même exporter sur des marchés 

étrangers, on négocie des acquisitions, des alliances straté-

giques, des transferts, des licences, etc. L’entrepreneur devi-

ent un véritable dirigeant, un stratège avec une vision sur 

cinq à dix ans. Sa crédibilité, son expérience et ses réseaux 

lui permettent d’amener son entreprise dans des domaines 

prometteurs, mais moins bien connus, donc plus risqués. 

À ce stade, on doit revoir la structure financière de 

l’entreprise, et souvent considérer de nouveaux associés ou 

actionnaires. Les propriétaires doivent être prêts à ouvrir 

le capital (comme l’entrée en bourse), à partager les profits, 

et même la direction. La taille et l’envergure des opérations 

justifient la mise en place d’un vrai conseil d’administration 

avec des règles de gouvernance claires et respectées.

Les problèmes à prévoir

Un excès de confiance des dirigeants peuvent les pousser 

à s’aventurer seuls sur des nouveaux marchés, surtout 

étrangers, plutôt qu’à l’aide de distributeurs indépendants. 

L’incapacité à contrôler les frais généraux, la croissance 

rapide de la main-d’œuvre et l’élargissement de la base, et 

un retard sur les prévisions de ventes peuvent coincer finan-

cièrement l’entreprise et mettre en péril le plan stratégique. 

Quand l’entreprise commence à déranger les concurrents, 

ces derniers peuvent réagir par des réduction de prix et des 

efforts de publicité accrus. Un doute commence alors à se 

manifester : « l’expansion vaut-elle la peine ? ».

Les mesures à prendre

Considérer des alternatives, comme l’association ou 

toute autre façon de réduite le risque ; jouer le rôle de dis-

tributeur d’un second produit plutôt que le manufacturer ; ou 

encore, évaluer l’amélioration du produit ou du service ou la 

création d’une seconde génération. Limiter les contacts per-
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sonnels, embaucher des assistants, se consacrer à la stratégie 

et limiter l’implication dans les opérations.

Les devoirs

Choisir les secteurs où on est le plus qualifié. Envisager 

un refinancement par capitaux propres et partager avec ceux 

qui risquent. Devenir gestionnaire avec des plans formels, 

des objectifs chiffrés et des contrôles plus efficaces.

LA MATURITÉ : gérer et innover

La cinquième étape est celle de la maturité ou de la ra-

tionalité administrative.  A ce moment, l’entreprise est une 

organisation en soi; elle existe en dehors des indivi¬dus qui 

la composent. L’entreprise devient une organisation col-

lective plutôt qu’un “one man show”. Le leadership n’est 

plus assumé par un entrepreneur ayant des contacts étroits 

et une influence directe sur ses subordonnés mais par une 

équipe de managers professionnels qui retirent une satisfac-

tion du contenu de leur travail comme tel. C’est au travers 

de docu¬ments, de rapports et d’analyses qu’on verra à la 

bonne mar¬che de l’entreprise selon un plan établi d’avance; 

des cor¬rectifs seront apportés, si nécessaire, pour améliorer 

la situation. Les objectifs sont de s’adapter aux besoins du 

marché et ils peuvent différer des besoins des propriétaires. 

La structure est hiérarchique avec des fonctions pré-

cises et dé¬finies. La planification et le contrôle, qui sont 

des fonctions con¬seils importantes, aident à réduire le 

risque dans la prise de décision. Toutefois, on adopte une 

attitude conservatrice vis à vis l’avenir car on a beaucoup à 

perdre dorénavant  (avec des coûts fixes dans l’équipement, 

dans l’expérience technique et dans la clientèle établie) ;  on 

tend plus à amé¬liorer les produits actuels qu’à développer 

Stades de  
Croissance 

Caractéristiques

Élaboration Démarrage Croissance
dynamique

Expansion Maturité

Activités principales

Organisation

Gestion

• Plan d’affaires
• Concept
• Période d’essais
• Recherches
• Analyses

• Opérations 
quotidiennes

• Supervision directe
• « One-man-show »
• Crise de liquidité

• Exploitation d’une 
innovation

• Formelle
• Départements
• Délégation
• Changements
• Formation

• Nouveaux produits
• Nouveaux marchés
• Exportations
• Ouverture du 

capital
• Nouveaux associés
• Stratégie
• Vision
• Gouvernance

• Amélioration des 
produits; miser sur 
le potentiel

• Hiérarchique et 
fonctionnelle

• Équipe de 
managers 
professionnels

Problèmes à prévoir • Sources de revenus
• Frais fixes
• Engagements 

prématurés
• Sous-estimation 

des dépenses

• Délais longs des 
commandes

• Cliente lente à réagir
• Modifications 

longues et coûteuses

• Ventes peu 
rentables

• Trop de coûts fixes
• Besoins financiers 

plus grands
• Système de  

contrôle déficient

• Excès de confiance
• Risques élevés
• Incapacité de 

contrôler les coûts
• Doute sur la 

rentabilité de 
l’expansion

• Rentabilité 
marginale

• Produits désuets
• Personnel amorphe
• Nouveau personnel 

ne reste pas
• Peu de relève
• Concurrence forte

Mesures à prendre • Consulter des 
spécialistes

• Vérification de la 
réglementation

• Analyses du 
financement

• Plan d’action

• Donner suite aux 
commandes

• Devenir dirigeant
• Suivre un budget
• Établir des contrôles
• Mettre des 

échéances

• Revoir les 
ambitions

• Adapter la 
planification

• Limiter les 
dépenses en 
marketing et R.D.

• Priorité : faire de 
l’argent

• Considérer les 
alternatives

• Embaucher des 
assistants

• S’investir dans la 
stratégie, et moins 
dans les opérations

• Revoir ses 
ambitions

• Envisager la relève
• Le rendement plutôt 

que la propriété
• Ne pas être 

complaisant envers 
soi-même

Devoirs à considérer • Rémunération 
convenable

• Analyser des 
alternatives

• Planifier son temps
• Établir des priorités

• Maintenir une 
réserve de fonds

• Consulter les 
partenaires

• Bâtir une réputation 
et la protéger

• Mieux contrôler les 
frais généraux

• Explorer 
d’autres sources 
approvisionne-
ment

• Concentrer sur 
l’essentiel

• Choisir les 
secteurs de ses 
compétences

• Refinancer par 
capitaux propres

• Devenir 
gestionnaire 
(objectifs, plans, 
contrôles, etc.)

• Vérifier la qualité 
des produits

• Lancer un nouveau 
cycle d’expansion

• Planifier une sortie 
ou la vente de 
l’entreprise
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des innovations radicales avec tout le bagage d’incertitude 

qu’elles impli¬quent. Quand on met sur le marché de nou-

veaux produits, une planification détaillée a été initialement 

élaborée. On opte pour la fabrication de produits ou la pres-

tation de services qui ont prouvé leur potentiel. La croissance 

à l’étape de l’organisation administrative est plutôt linéaire et 

le taux reflétera les conditions de l’in¬dustrie. La croissance 

subséquente se fera surtout sous forme d’acquisitions, de fu-

sions ou de divisions.

Durant cette phase, les crises majeures que l’entreprise 

devra affronter sont la crise financière (be¬soins financiers 

pour assurer la croissance), la crise de prospérité (soit se 

complaire dans une situation donnée “cri¬se de complai-

sance”, soit opter pour une croissance trop ra¬pide) et aussi 

la crise reliée aux problèmes de succession au niveau du 

management.

Les problèmes à prévoir

La rentabilité est habituellement marginale et les bé-

néfices sont ajustés pour des fins fiscales. La loyauté client/

fournisseur est élevée, mais les produits/services sont sou-

vent presque désuets ; on fait peu de R&D interne ou externe.  

Le personnel est loyal mais amorphe ; les nouveaux ne reste-

nt pas. Le personnel est incapable de prendre la relève et il y 

a encore une certaine réticence à déléguer le contrôle. La con-

currence tente d’évincer l’entreprise plutôt que de l’acquérir.

Les mesures à prendre

Le propriétaire ne doit pas être complaisant envers lui-

même et doit revoir ses ambitions pour les prochaines an-

nées. La relève devient une option de plus en plus imposante. 

Il vaut mieux obtenir un rendement sur son capital que d’être 

seulement propriétaire.

 Les devoirs

Vérifier la qualité des produits/services et replacer 

l’entreprise dans un cycle d’expansion. Ou encore, envis-

ager la vente de l’entreprise (elle vaut plus cher au stade 

d’expansion qu’en régime de croisière) ; planifier une sortie 

rentable et durable.

ÉVOLUTION OU RÉVOLUTION  

En conclusion, il est clair que toutes les entreprises 

ne pas¬sent pas par les cinq étapes ; tous les stades ne se 

présentent pas nécessairement de manière chronologique.  

Certaines entreprises peuvent connaître immédiatement 

une croissance dynamique; d’autres restent au stade arti-

sanal. Plusieurs stades peuvent revenir plusieurs fois dans 

un cycle ; toutefois, rarement les entreprises au stade de 

croissance dynamique restent elles à ce point. Même si ce 

modèle demeure utile, il  demeure cependant très difficile 

de décrire le processus de développement d’une entreprise 

en particulier et surtout de la situer sur la courbe des étapes 

de la croissance (voir tableau 1).
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Abstract:
This paper is a practical reinterpreta-
tion of the work of philosophers, pri-
marily David Hume, with significant 
contribution from the work of the 
late Wilf Backhaus. The paper builds 
on our analysis of related ethics 
literature, supported by research we 
continue to conduct with global man-
agement specialists. The resulting 
Human Nexus is an appropriate tool 
for achieving definition and moral 
consistency that is accessible and 
applicable in SMEE organizations 
today. The authors are available for 
consultation and workshop facilita-
tion in ethical decision making.

Résumé:
Cet article est une réinterprétation 
pratique du travail des philosophes, 
principalement de David Hume, avec 
la contribution significative du travail 
de Wilf  Backhaus. L’article s’appuie 
sur notre analyse de la littérature 
correspondante sur l’éthique, et sur 
la recherche que nous avons menée 
auprès  des spécialistes de gestion 
d’entreprises de classe mondiale. La 
connexion humaine qui en résulte 
est un outil approprié pour assurer 
la cohérence substantielle et morale 
qui est accessible et applicable dans 
les PME de nos jours. Les auteurs 
sont disponibles pour consultation 
et animation d’ateliers sur la prise de 
décision éthique.

A Practical Framework for Inspiring 
Trust and Making Ethical Decisions

INTRODUCTION

Management decisions are often 

questioned on ethical and moral 

grounds. Like the clash of values 

that occurred in the middle ages, there is turbu-

lence about right and wrong in these current new 

middle ages (Khanna 2011). Along with immigra-

tion and globalization, the causes of uncertainty are 

many, as are conflicts between personal and profes-

sional values, and frustrations about how to man-

age rapid and constant change. Ethical and moral 

dilemmas abound. Trust between individuals and 

between workers and their managers is often bro-

ken. Many feel that individual and organizational 

morale is on the decline and that the ethics and morals of interpersonal care 

and respect are challenged. There are even changes in the language of right and 

wrong which can be confusing. 

For our purposes here, values are foundational; they represent what a group 

of people view as important and enduring; the shared ideas about what is right and 

wrong.  Ethics is the practice of what is valued; the practice of what is right. Morals 

and morality refer to the rules, explicit or perceived, that guide ethical practice and 

ideally derive from values and/or a shared valued system. By relational ethics, we 

refer to the right and good relationships created between human beings, what they 

mean and how they are practised and sustained (Bergum & Dossetor 2005). 

Facing the need for ethical improvements in organizations, and in the absence 

of knowing how to turn deteriorating or confusing situations around, there is a 

tendency by some managers to rely on the law and codes of behaviour for guidance 

in areas requiring ethical-moral decisions and practice. A problem with legal ap-

plications or approaches based on written codes is their inadequacy. They are only 

a part of morality. Morality is much larger: it is based on values and civility and 

demonstrated in ethical practice.

Recently we have witnessed numerous cases in the media where the applica-

tion of law seems inadequate and even at odds with what individuals hold as cus-

tomary, ethical or moral. In a similar manner, we have witnessed moral breakdown 

in organizations where codes of ethics and codes of behaviour were in place. As 

Robert Genn (2011) points out, backsliding quality is a haunting spectre that per-

meates current thinking, products and conduct. It has become apparent to us that 

a practical method is needed for examining situations and implementing much 

needed improvements. Understanding of the situation – what to do and  

how to do it – is imperative.

Amidst the tremendous 

energy released by 

technology and the 

industrial revolution, 

Hume saw the need for 

human relationships, 

morality and caring 

to be rethought and 

continuously adapted. 
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promotes commerce, economic and other advantages for all 

its neighbours. 

Enquiries Concerning Human Understanding and 

The Principles of Morals is Hume’s most important work 

(Backhaus 2002). Amidst the tremendous energy released by 

technology and the industrial revolution, Hume saw the need 

for human relationships, morality and caring to be rethought 

and continuously adapted. Although a complex range of 

theories underpin common approaches in ethics and mor-

als, a useful framework exists in the application of Hume’s 

thinking.  Essentially, the complexity can be posed in a single 

question:  “How can individuals understand and manage 

organizational dilemmas in ways that inspire trust and are 

effective, efficient, moral and ethical in all situations”? Estab-

lishing trust is a vital element in all effective human transac-

tions.

The high cost of moral decline

Reports of bad business and organizational decisions 

abound. Money has been lost, time wasted and trust has been 

broken. This sad state of affairs underscores the importance 

of trust and ethics in decision-making. In the 1980s and 90s 

considerable attention was paid to the cost of poor quality. In 

a similar manner, attention now needs to be paid to identify-

ing and dealing with the high costs that occur when trust is 

lacking (Covey 2006). Hume asserted that all contracts and 

promises need to be carefully fulfilled in order to secure the 

mutual trust and confidence by which the interests of hu-

mankind are promoted. Trust is central to ethical behaviour 

and ethical organizations. Trust is an intangible asset that 

contributes to the long-term sustainability of organizations 

and enterprises of any size (Parrett 2006). Trust is also a 

lubricant ensuring the smooth operation of organizations, 

societies and relationships. We know what happens when a 

machine loses its lubrication. There is noise, irritation, heat, 

malfunction and eventual breakdown. In similar ways, the 

moral and ethical difficulties now facing individuals and or-

ganizations are troubling and pervasive. Lack of trust is dis-

tressing to workers and leaders alike. 

There are always reasons for the breakdown in trust. 

Some examples will help to illustrate this point. Early in 2011, 

an Alberta-based healthcare manager explained, “Lack of 

trust is the greatest problem in healthcare today. There have 

been so many changes in the organizational environment 

that people no longer understand what is happening - nor 

know what to do. They are afraid.” Examining the reasons for 

this state of affairs reveals that the many years of continual 

We have, therefore, revived the work of Scottish En-

lightenment philosopher David Hume (1711–1776), who 

influenced the development of ethical and commercial think-

ing from early in the industrial revolution. Hume explored 

the foundations of morality from his observations of human 

behaviour in the context of the rapid social change of that 

era. Societies today around the world are again in the throes 

of rapid change. 

Our adaptation of Hume’s analysis provides a practical 

framework that can be easily used in organizations today. 

Knowing that many small and medium-sized organizations 

are stressed and unlikely to have budgets for ethical research, 

we are privileged to share what we have learned. Our work 

is informed by our students, our colleagues and clients as 

well as research conducted with organizational experts who 

mentor students and managers worldwide. The findings are 

presented in combination with reference to pertinent pub-

lished material and our development of the Human Nexus as 

a practical framework for inspiring trust and making ethical-

moral decisions (Creed, Ross & Ross 2012).  

David Hume and ethics

David Hume contributed to the foundations of modern 

organization, business and economics. He foresaw a time 

when morality would be based less on religion and more 

broadly informed by judgements deriving from fundamental 

principles and objective decision-making criteria. He be-

lieved that morals and ethics should feel right and be prac-

tised “as naturally as a shadow is cast by the sun, or an image 

reflected upon water” (Backhaus, 2002). 

What is “natural” is less clear today. Tensions and con-

flicts amongst values, codes of ethics and behaviours are 

common. The divide is often sharp between universal values 

on the one hand, and local customs and loyalties on the oth-

er. When confronted by the gap between existing worldviews, 

individuals are often in a quandary. Facing tensions arising 

from competing demands, they may want to do the right 

thing but not be able – or know how -- to do what is right.

Writing in company with other 17th and18th century 

thinkers such as Thomas Hobbes, John Locke and Adam 

Smith, Hume held a unique position from the earliest days of 

the industrial revolution.  His work reveals that the struggle 

to extricate objective thinking from the cultures of the time 

was slow and intense.  Many of the concepts he helped to 

generate are now in common use. These concepts included 

ideas regarding utility, monetary theory, public finance, for-

eign trade, and public goods. From early on, he understood 

the enormous value of good human relationships, asserting 

that the increase of benefits and riches in one area or nation 
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change in the way health care in Alberta was managed de-

stabilized people’s confidence and eroded their trust. By the 

time the new health plan was announced in late 2010, confu-

sion seemed to reach an all-time high. Although Becoming 

the Best, Alberta’s 5-Year Health Action Plan 2010 - 2015, 

promotes many good things, it often seemed there was re-

luctance or lack of knowledge about how to adopt and imple-

ment the new plan, a situation which led to deterioration in 

trust. Overcoming this state of affairs will take a sincere and 

concerted effort by all concerned.

Other examples are not hard to find; they can be drawn 

from the political, educational and agricultural sectors. As 

regards education, it is difficult to follow the morality in cuts 

to education where the bottom line seems to trump care for 

students and learning outcomes. In agriculture, land own-

ers face confusing messages concerning land use and owner 

rights. Information that decisions have been made often 

supplant landowner involvement in the planning process 

about changes in the use of their land. A brief examination of 

underlying factors reveals a number of causes contributing to 

the breakdown in trust.  

Breakdown in trust and its causes
1.  Competitiveness

Organizations often have to adjust their practices dras-

tically in order to survive. They may have to change their 

business models, alter operations, centralize or decentralize 

as the case may be, or even move part of their operations to 

other sites or off-shore. If organizations do not adjust appro-

priately, they face decline in market performance. Costs go 

up, satisfaction goes down, and it takes more time to accom-

plish everything that is undertaken. Employee trust suffers. 

The costs associated with lack of trust are very high (Covey 

2006). 

2.   Looking elsewhere for  
 solutions  to local problems

Benchmarking successful competitors or successful proj-

ects elsewhere may point to possible advantages to be gained 

by switching models and practices. But poorly understood 

and enacted operational decisions may cause knee-jerk reac-

tions by employees and other stakeholders – even communi-

ties and governments. Confidence is an important part of 

ethics and a quality that needs to be adjusted to local people, 

communities and situations.

3.  Bureaucracy

Max Weber said that people are inclined to bureaucracy. 

Despite attempts in the 1990s to streamline government and 

organizational operations, bureaucracies once again abound. 

In the absence of more emboldened behaviours, bureaucra-

cies tend to proliferate as people become servants to rules 

and procedures and excessively dependent upon them. 

Wente (2011) explains that too much bureaucracy induces 

chaos: people become overwhelmed by excessive demands 

and complexity. Too much emphasis on process and proce-

dures stifles creativity and interferes with common sense and 

human kindness.

4.  Lack of relational competencies 

Failure to understand the interests and power of stake-

holders such as employees and communities can likewise be 

costly. If a manager, for example, claims to be “an operations 

man”, there is cause for alarm. Recent trends to replace exist-

ing organizational expertise in order to bring in managers 

without adequate organizational or managerial depth are not 

working very well. Focused on managing the bottom line and 

budgets, such managers tend not to understand the human 

elements necessary for organizational and individual wellbe-

ing.  Managers like this can cause considerable harm in short 

order. To reverse resulting organizational decline, the identi-

fication of organizational competencies and implementation 

of competency assessment at all organizational levels, along 

with training in relational ethics is needed.

5.  Lack of transparency

Top-down decision-making, including repressive codes 

of behaviour, also stifles open communication and creativity. 

Despite frequent calls for organization transparency, employ-

ees in many organizations report their experiences and frus-

trations with practices which are anything but transparent. 

Recently there have been numerous references to gag orders. 

This is not a good sign in societies claiming to be democratic 

and striving for effectiveness.

In summary, moral issues emerge from factors that drive 

organizations to seek cheaper sources of supply, cheaper 

processes, faster production times, leaner operations and 

reduced staffing. Smart organizations try to avoid moral 

problems by complying with law, having behavioural codes in 

place and conducting moral audits of their operations. Moral 

audits however are at infancy stage. Organizations need to 

move rapidly from a check-the-box-compliance approach to 

fostering ethical cultures and behaviours (Seidman 2008). 

This move can be difficult. As Gentile (2010) explains, she 
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experienced a crisis of faith and wondered if it was even ethi-

cal to teach business ethics when the desired ethical practices 

are so unlikely to occur. How then can organizational leaders 

provide ethical guidance in ways that serve individuals, orga-

nizations and the broader society in a helpful manner? In our 

work, we have found that a practical framework derived from 

our study of Hume serves the purpose very well. We view this 

framework as a road to ethical practice and offer it as a prac-

tical tool for use in organizations of any size. It is particularly 

useful in small and medium-size operations where budgets 

may not allow for ethics officers and more formal ethics 

training. This framework can be used in-house by people who 

work together. Or it can be the foundation for more extensive 

learning and discussion within an organization.

The road to ethical practice

Most ethics theories are ill adapted to take account of 

changing circumstances and facts. Moreover, there is little 

practical guidance on how to move from the theories of ethics 

to the practice of ethics. 

Since human relationships are situational and fluid, 

responsive and responsible moral theory must take account 

of the individual self within the organization and be attentive 

to the ways in which individuals relate to one another (Creed, 

Zutshi & Ross, 2009). As societies become more pluralistic, 

the need for this kind of understanding increases and the 

ethics of interpersonal relationships become essential to any 

framework, code, or moral auditing system. Although there is 

increasing recognition of this need, relational ethics tools are 

few and often difficult for busy managers to find. This article 

and our framework contribute to a workable solution.

 In situations of any kind, the road to ethical practice is 

comprised of the same steps, requiring dedicated attention 

to gathering and understanding relevant facts, synthesiz-

ing what is learned and applying the new information in the 

work setting.  The facts to be focused upon are anchored in 

human relationships deriving from two levels: the Self and 

Others. Ultimately, trust is a personal and relational matter. 

The reason for engaging in an ethical training or assessment 

initiative of any kind is to create trust between individuals 

and to foster an organizational environment imbued with 

trust. 

The tool we have adapted from Hume is simple to use 

and provides users with the elements needed to evaluate situ-

ations and make informed moral decisions. 

Figure 1: The Road to Ethical Practice

Ethical Practice

Trust

Relationships

Self – Others

Contrast analysis: self and others

The ability to reflect on ourselves as well as on others is 

core to trust and making ethical decisions. 

The first step in ethical decisions is between self and oth-

ers. Such an exercise may be completely new to staff mem-

bers. Therefore, providing structured opportunity for thought 

and open discussion is necessary. In busy work settings, the 

opportunities for reflective process generally does not oc-

cur. They need to be planned into the schedule – at a specific 

time, in a specific place and with the assurance that the ideas 

expressed will not be held against anyone. The process can 

be guided by a member of the organization or by external 

facilitators. 

The second step is determining what others find useful 

and agreeable. As Rapaille (2006) found, employees may not 

be cognitively aware of opposing views or values. For exam-

ple, the decision to centralize administrative procedures may 

be useful to the budget, but may not be agreeable or useful 

for employees, communities and others. In the end, poorly 

conceived changes cost more.

The Human Nexus occurs when the two continua 

(agreeable-useful) of decision-making are arranged against 

each other and addressed in reference to the self and others.  

The outcome of decisions based on this apparently simple 

contrast analysis is valuable, ethical-moral, and inspiring. It 

offers a practical tool for mangers and others to apply quickly 

and confidently.
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Ethical Analysis (ASO–USO)

As with the familiar SWOT Analysis used to identify 

organizational strengths, weaknesses, opportunities and 

threats, our Ethical Analysis provides four practical and 

straightforward questions for use in any situation where a 

decision needs to be made. In order to gain a practical grasp 

of the ethical views and practices within an organization or 

a unit, the members can work on ethical analysis together. 

Prior to a working session individuals may be asked to sub-

mit examples of problems or areas where ethical improve-

ments are needed. 

Since getting to the real expressions of what people think 

may take time, we suggest that the numbers per session be 

limited to no more than twenty people and that the process 

not be hurried. The person or persons facilitating sessions 

should be comfortable with group work and able to draw 

information from participating individuals. They should also 

be able to adapt to surprises or conflicts that may result from 

the expression of different points of view, and capable of 

synthesizing group-level positions that derive from individual 

insights. 

Four basic questions are involved:

1. Do you find it agreeable? (AS: Agreeable to Self)

2. Do others find it agreeable? (AO: Agreeable to Others)

3. Do you find it useful? (US: Useful to Self)

4. Do others find it useful? (UO: Useful to Others).

This overview of Hume’s wide-ranging observations 

and thought, as presented in Table 1, is a matrix portraying 

the key elements of a pragmatic pathway to a moral decision 

that can be applied in any real-world situation where orga-

nizational decisions need to be made. In a workshop setting 

it can be printed out and circulated to participants. If each 

section in the Human Nexus can be addressed affirmatively, 

the moral duty is implied and often, in fact, evident. When 

the responses are “no”, more work is needed. For example, 

individual consultation and/or more in-depth ethics sessions 

and training.

The instrument enables participants to identify ethical-

moral issues from their own work or personal settings and 

is applied by posing the questions from which answers can 

form in an individual’s mind. The questions around any giv-

en issue can then be discussed in groups and at various levels 

throughout an organization. 

Table 1: The Human Nexus (ASO-USO)
Explore and 
Identify  
an ethical issue in 
which you have 
been involved

Describe and 
Explain
your decision to 
act in a certain 
way

Useful Agreeable

With Self Self Yes or No? Yes or No?

With Others Others Yes or No? Yes or No?

Engaging actively with the Human Nexus is a way of 

generating moral consciousness and moral direction. By 

focusing on facts, which when understood and applied, foster 

confidence and morality, results can contribute to a renais-

sance that is characterized by an ethical mindset and practice 

at the individual and organization levels. 

Despite the time lapse between Hume’s original writing 

and its current applications, his message is relevant again. 

It yields an ethical system which applies universally and can 

serve as the basis upon which to inspire trust and make ethi-

cal decisions. Ultimately, application of these methods can 

also contribute to the ethic of care, for self and others – that 

is so desperately needed in the conflicted and conflicting situ-

ations people face today. 
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Abstract: 
This paper attempts to answer some 
questions small and medium enter-
prises (SMEs) may have when con-
templating entering China. Based 
on a review of literature, it provides 
practical suggestions to internation-
alizing SMEs about their strategic 
choices such as location choice in 
China, entry mode / ownership 
levels, and expatriate staffing. The 
implications of the declining profit-
ability of foreign direct investment 
(FDI) are also discussed in terms of 
SMEs’ investment purposes.

Résumé: 
Cet article tente de répondre à 
quelques questions que les petites et 
moyennes entreprises (PME) peu-
vent se poser lorsqu’elles envisagent 
d’entreprendre les affaires en Chine. 
Basé sur une revue de littérature, 
il offre des suggestions pratiques à 
l’internationalisation des PME au 
sujet de leurs choix stratégiques, 
tels que le choix de localisation en 
Chine, mode d’entrée, niveau de 
participation à la propriété, et le 
recrutement du personnel expatrié. 
Les implications de la baisse de 
la rentabilité de l’investissement 
direct étranger (IDE) sont égale-
ment discutées en termes d’objectifs 
d’investissement des PME.

1. What do foreign SMEs need 
to know about China?
If you are going to do business in China, know China. While China is frequently 

referred to as a homogeneous entity in the Western media, China is in reality ex-

tremely diverse. Foreigners, once in China, can easily sense the social, cultural, and 

linguistic differences between, say, Beijing, Shanghai and Guangzhou. Consequently, 

viewing China as an entire market is a mistake, given the multi-dimensional dif-

ferences across the country. In a sense, China is a Europe in itself in terms of its 

diversity. It is more appropriate to look at its various regions as a number of unique, 

fragmented markets under a larger umbrella called China.

In addition, differences in the levels of economic and human development in 

different regions are striking. Coastal regions have developed to the levels at par with 

the Asian Dragons; whereas some inland provinces, or even some remote counties in 

the coastal provinces, still suffer from abject poverty. Empirically, China’s provinces/

municipalities can be classified into four tiers based on the Human development 

Index (HDI) by the United Nations Development Program (Yang & Hu, 2008)1 . The 

striking gap between developed coastal regions and underdeveloped inland regions 

is frequently bemoaned in the Chinese media in such expressions as “the developed 

regions are like Europe, while the backward regions are like Africa”. In such a sense, 

China is a world in itself, consisting of country-sized developed and developing re-

gions.

Furthermore, provinces at different tiers have different policies toward FDI. 

While low-end industries are not welcome in tier one and tier two regions, other less 

developed regions are still trying to attract FDI in such industries. At a national level, 

under the slogan of “Go West” of the China Western Development Program, the cen-

tral government is also encouraging FDI to (re)locate in those less developed regions 

in the Chinese hinterlands by granting preferential policies (Lai, 2002). 

The regional diversity in terms of social and cultural differences, economic de-

velopment and policies toward FDI necessitates knowing your target markets in a 

more refined manner. However, such diversity should not be viewed as a disadvan-

tage. Rather, it creates fragmented markets and provides ample niche market oppor-

tunities for foreign SMEs. It also enables foreign SMEs to pursue different strategic 

choices in terms of their location choice and entry mode, as discussed later.

1 First tier provinces/municipalities include Shanghai, Beijing, Tianjin; Second tier provinces/
municipalities include Zhejiang, Liaoning, Guangdong, Jiangsu, Fujian, Heilongjiang, 
Shandong; third tier provinces/municipalities include Chongqing, Henan, Inner Mongolia, 
Jiangxi, Guangxi, Shaanxi, Sichuan, Anhui, Ningxia, Hebei, Xinjiang, Hubei, Shanxi, Hunan, 
Jilin, Hainan; and fourth tier  provinces include Qinghai, Gansu, Yunnan, Guizhou, Tibet.
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2. Can SMEs go to China?
While the stories of big multinationals entering China 

are usually given more coverage in the media, SMEs are 

in fact the main source of China’s FDI inflow. China has 

been a popular destination for foreign SMEs. Like in other 

countries, the Chinese economy itself is characterized by the 

abundance of SMEs, which account for 99 percent of the 

country’s total enterprises. As such, SMEs can go to China, as 

they have always been the main driver of China’s inward FDI 

in the past.

A recent survey by the Teikoku Databank (2010) found 

that among the 10,778 Japanese companies which have 

entered the Chinese market, 3,547 companies (32.9%) are 

SMEs which employ between 11 and 49 people. If SMEs are 

defined as enterprises with less than 300 employees, then 

about 88% of firms are SMEs.

Similarly, a 2007 survey conducted by German Cham-

ber of Commerce in China and Euro Asia Consulting PartG 

(EAC) showed that the share of SMEs from Germany being 

active in China has been steadily on the rise: 53% of compa-

nies that set up operations during 2004-2007 were SMEs, 

while the SME share among operations with 10 or more years 

of market presence was only 20% (Business Forum China, 

2007). As of 2011, 78% of German operations in China are 

SMEs, which means that there has been an even higher share 

of SMEs among German firms which entered China in the 

last four years. In a spring 2010 study, the German National 

Chamber of Industry and Trade (DIHK) investigated pro-

spective tendencies in investments abroad by German SMEs. 

Ranking second behind the EU states, China remains an in-

vestment target region among 45% of the SME respondents.

China provides a unique opportunity for SMEs due to 

its fast growing economy. While the growth of SMEs in the 

first two years of their existence is usually slow in developed 

countries, the fast growing Chinese economy implies that 

SMEs can grow with the economy at a higher rate, provided 

that they time their China entry wisely and know how to do 

business in China. 

3. What types of SMEs 
can go to China?
China is known as the world’s factory and the majority of 

China’s FDI inflow has been in the manufacturing industry. 

However, there are increasing numbers of FDIs from other 

industries. This is especially true as the Chinese market ma-

tures and the Chinese economy transforms from an export 

processing orientation to an internal demand orientation. 

SME investments in China are currently found in all industry 

categories. A recent survey by the Teikoku Databank (2010) 

found that among the 10,778 Japanese companies which 

have entered the Chinese market, 4,546 companies (42.2%) 

are from the manufacturing industry. The next category is 

the wholesale trade industry, with 3,771 companies (35.0%). 

The service industry comes out the third, with 1,326 firms. 

In 2010, China attracted $105.74 billion FDI, registering a 

17.4% increase over 2009. The high FDI growth rate could 

be largely attributed to the robust development in the service 

sector.

In recent years, SMEs in retail trade has been entering 

China. Japanese SMEs even “reverse imported” Chinese 

restaurants from Japan to the Chinese market. Examples 

include Ramen Sanpachi (in Hong Kong, Shenyang and 

Changchun) and Dime Ramen (in Shanghai). Considering 

the difference in product offering between China and North 

America, there is huge potential for North American SMEs in 

retail trade to do business in China. 

4. Where should SMEs locate 
their subsidiaries in China?
Once an SME made the decision to go to China, the next 

major decision to make is the location choice, or where to 

locate its subsidiary in China. Traditionally, the preferred 

locations are those located in the coastal areas with preferen-

tial policies. However, things have changed since. This is due 

to the “teng long huan niao” (empty the cage to switch birds) 

policy being adopted in more developed coastal regions. In 

the past, China positioned itself as the manufacturing center 

of the world with an aim to be integrated in the global capi-

talist value chain. But with the rapid transformation of the 

country, China is in the process of branding itself as a country 

of innovation and is upgrading its industrial structures. Con-

sequently, local governments in the more developed coastal 

regions are tightening up their rules on low quality FDI.

The teng long huan niao policy aims to restrict labour 

intensive low-end manufacturing industries and to attract 

high tech or high value added industries. This policy calls 

for two things at the same time: one is to relocate traditional 

low-end, labour and resource-intensive industries to inland 

provinces; the other is to promote high-end, knowledge and 

service-intensive industries in the space which was once oc-

cupied by the former. Industries which are encouraged by 

various levels of governments can be easily found on the 

internet.
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The interaction of the “Go West” campaign and the teng 

long huan niao policy have practical implications for SMEs’ 

location choice in China. If the focal SMEs are searching for 

low cost labour and/or low environmental cost, then “Go 

West” is the logical choice. They should locate their opera-

tions in the Chinese hinterlands. This is especially true when 

considering the fact that SMEs are often under more cost 

pressures than large multinational corporations (MNCs). 

However, if the foreign SMEs are in the high tech categories, 

they can still stay in the coastal regions and the big cities, 

as they are the ones encouraged by various levels of govern-

ment. It is also easier to find qualified workers needed for 

high tech industries in coastal regions.

Such advice applies both to SMEs contemplating enter-

ing China and to SMEs which are already operating in China 

but are considering relocation or “within country” diversifica-

tion. For example, foreign SMEs swarmed into Chengdu area 

in western China since the “Go West” foreign investment 

policy was adopted to take advantages of applicable prefer-

ential policies for SMEs and/or labour intensive industries 

(China Business Focus, 2010). Similar examples abound. For 

SMEs which are suppliers of large MNCs, they will have to go 

west if their customers decided to do so (Strait Times, 2010).  

Of course, SMEs in industries such as garment and shoe 

manufacturing always have the alternative of moving to 

lower cost countries like Vietnam, Laos and Bangladesh. In 

fact, even Chinese SMEs in such industries have been moving 

to these countries in recent years. However, such countries 

may not be viable locations for many other manufacturing 

firms if the investment purposes are either to follow cus-

tomers who are already in China, to use China as a global 

production platform, or just to be present there to become 

“embedded” in one of the world’s largest markets. Countries 

like Bangladesh, Vietnam and Laos are not desirable places 

for these purposes.  These countries cannot serve as a pro-

duction platform for multinational SMEs due to their inferior 

infrastructure, outdated production facilities, undeveloped 

institutional environment, and restrictive FDI policies, not 

to mention their small domestic markets. China essentially 

has become one of the “New Triad” countries where multina-

tionals have to be present. A recent survey by Hong Kong’s 

Trade Development Council of 2,400 manufacturers found a 

quarter would choose to set up new factories in inland China, 

twice that of those who would opt for cheaper alternatives in 

Asia (Strait Times, 2010).  

Another factor to consider is the availability of quali-

fied labour. If the SMEs are not competing solely on low cost 

labour, then the Chinese hinterland may become attractive. 

China has a huge pool of skilled labour thanks to its educa-

tion system and a Confucian culture which emphasizes in-

dividual upgrading through studying hard. While there is a 

hike in labour cost, its advantage as a low cost labour country 

will not disappear even when the labour cost doubles (Gupta, 

2009; China Daily, 2011), considering the current labour cost 

gap between China and developed countries and the quality 

of labour.

Even for manufacturers of shoes and garments, going 

to countries like Bangladesh may hurt their business. To see 

this point, just go to Wal-Mart and buy some shoes or gar-

ments made in Bangladesh. You will find the difference right 

away! The low quality of products, coupled with other hidden 

costs may cancel out the low cost advantages of these coun-

tries. 

In summary, the apparent conclusion as to where to 

locate may still be a “Where in China?” question. Instead of 

going to countries like Laos and Bangladesh, China’s hinter-

land may be a better choice. Such inland locations may prove 

attractive as it combines the advantages of low labour cost, 

availability of qualified labour, and most of all, access to and 

embeddedness in the Chinese market.

5. What entry mode should 
SMEs choose?
The next question to ask is how to enter China once the 

location choice is made. This is the so-called entry mode 

decision. There are various forces which drive the entry mode 

decision toward different directions (wholly-owned subsid-

iary [WOS] vs. joint venture [JV]). If SMEs are in high tech 

industries, they may prefer the WOS mode to protect their 

intellectual property (IP). On the other hand, SMEs lack the 

resources and capabilities necessary for successful opera-

tion in foreign markets, especially in developing countries. 

As such, they may need a local partner to help overcome the 

liability of foreignness and manoeuvre through the insti-

tutional maze in a JV arrangement. Consequently, there is 

no easy answer to the entry mode question as it depends on 

the balance between various factors. By the way, Delios and 

Beamish (2004), using a sample of 27,974 foreign subsidiar-

ies, observed that JVs and WOSs have equal survival rates.
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 2 Legitimacy is defined as “a generalized perception or assumption that the actions of an entity are desirable, proper, or 
appropriate within some socially constructed system of norms, values, beliefs, and definitions (Suchman, 1995: 574).” FDI 
legitimacy is thus a generalized evaluation whether FDI meet the local institutional requirements as a legitimate form of 
business, or in other words, whether FDI is welcome in a general sense.

However, with improving institutional environment 

and increasing FDI legitimacy2  in China, foreign investors 

become strategic insiders, and the prescriptions and para-

digms for MNCs shift accordingly (Luo, 2007). Institutional 

impediments become less a concern for foreign SMEs, and 

they can focus more on their own ownership advantages and 

determine their entry mode accordingly. With improving 

institutional environment, the value of local partners has 

been declining if their role is solely to help the foreign SME 

overcome the liability of foreignness and manoeuvre through 

the institutional barriers. As such, SMEs investing in China 

can assume high control mode (i.e., WOS) and increase their 

ownership levels to protect their IP. 

On the other hand, with the improvement of institutions 

and increasing levels of FDI legitimacy comes intensified 

competition. To succeed in the competitive Chinese market, 

SMEs arguably need the cooperation from local partners, 

albeit for different reasons other than institutional impedi-

ments in the past. Peng and Beamish (2007) and Peng (2012) 

found that entry mode and subsidiary ownership levels can 

be determined based on the levels of FDI legitimacy and the 

size of the subsidiary. They considered the tension between 

legitimation and competition pressures. This is a significant 

step beyond the conventional prescription based on institu-

tional theory, which only accounts for the legitimation pres-

sure. Based on a sample of Japanese MNCs, they find that 

there is an interaction effect between subsidiary size and FDI 

legitimacy on entry mode and subsidiary ownership levels. 

With increasing FDI legitimacy, smaller subsidiaries tend to 

increase their ownership levels, whereas larger subsidiaries 

tend to reduce their ownership levels. Their results hold both 

across provinces in China and over time. 

As such, the advice to SMEs on the mode decision is that 

they need to consider the size of their investments in China 

and the FDI legitimacy levels in the province where they 

decided to locate their investment. If the size of the subsid-

iary is small and the subsidiary is located in more developed 

regions, higher ownership levels or WOS is recommended. If 

the size of the subsidiary is large and the subsidiary is located 

in less developed regions where FDI legitimacy is low, the 

foreign SME may still need a partner and use the JV mode. 

Admittedly, this advice is only a rule of thumb, and a multi-

tude of other factors should be taken into account to come to 

a more informed mode decision.

6. How should SMEs staff 
their subsidiaries?
Another question related to entry mode is subsidiary 

staffing. Both the mode and the staffing questions are re-

lated to subsidiary control. Foreign firms can use either host 

country nationals, home country nationals, or third country 

nationals for their subsidiaries. However, SMEs may have 

to rely on, except for the top position in the subsidiary, host 

country nationals, as they usually do not have a pool of quali-

fied expatriates who can be readily sent overseas. The use of 

host country nationals is made easy with the rise of a local 

managerial class composed of local managers who have been 

trained in Western management practices from local MBA 

programs, returnees (Chinese educated in the West but re-

turned to China), and managers currently working for other 

multinational firms.

For Canadian SMEs, the use of newly naturalized Chi-

nese Canadians is recommended. These new citizens know 

both cultures and are usually proficient in English and Man-

darin. They may also have local connections in China which 

is a huge bonus. Furthermore, they provide the added advan-

tage of being less likely to behave opportunistically because 

they consider Canada home. More and more Canadian SMEs 

are becoming aware of this.  

The level of expatriate staffing is also related to FDI legit-

imacy (Peng & Beamish, 2007; Peng, 2012). With improving 

FDI legitimacy, SMEs (whose subsidiaries are usually small) 

may increase the usage of expatriates as foreigners are more 

accepted. Increased expatriate usage can provide tight con-

trol of the subsidiary and subsequently improve subsidiary 

performance. However, increasing expatriate usage does not 

mean locals are no longer important. The close cooperation 

between expatriates and locals is still a key success factor.

Given the different levels of FDI legitimacy across the 

Chinese provinces, SMEs also need to adjust their expatri-

ate staffing level according to the FDI legitimacy levels in the 

target province. In underdeveloped provinces, foreign SMEs 

may still need to have higher levels of local managers to over-

come the liability of foreignness.

Another point worth mention is that, regardless of the 

various levels of FDI legitimacy at the provincial level and 

the varying levels of expatriate usage, Foreign SMEs need to 

do their best to build trust with local managers. Trust is the 

most important factor which has the potential to make or 

break their business in China.
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7. Will SMEs be profitable in China?
Another concern SMEs have when contemplating their 

China entry strategies is profitability. While historically FDI 

in China enjoyed high levels of profitability, multiple studies 

have shown that there is a declining trend in the last two de-

cades (Beamish & Jiang, 2002; Beamish & Delios, 2005; Tei-

koku Databank, 2010); and that the declining trend is more 

significant for SMEs (Teikoku Databank, 2010). The reduced 

profitability of foreign investments in China is not a function 

of the fact that many of them are joint ventures (Beamish 

& Delios, 2005). Research also demonstrated that there are 

significant benefits for early entrants, and larger subsidiaries 

tend to perform better (Beamish & Jiang, 2002).

The reason for this declining trend in profitability is mul-

tifaceted. First, the number of foreign investments has been 

increasing steadily over the past three decades, introducing 

intense competition to the market, which results in reduced 

profitability. Second, with the introduction of foreign com-

petition and after three decades of high-speed development, 

many Chinese companies have grown up and become compe-

tent competitors to foreign firms.  

The declining profitability of FDI may be a deterrent for 

latecomer SMEs. However, whether the profitability of FDI is 

declining may be a wrong question to ask. The more relevant 

question may be whether the profitability levels of foreign 

and local firms are comparable. After all, the above-local 

levels of profitability are not sustainable in the long run if 

Chinese firms keep up with their effort in learning and in-

novation. Whether to invest in China or not depends on the 

vision of the entering SMEs. If the motivation for the invest-

ment is to serve the home market by reverse importing, then 

the declining profitability may imply that SMEs use contrac-

tual arrangements with local Chinese firms instead of direct 

entry. SMEs already operating in China will also eventually 

exit and instead source low cost manufactured products 

from China (Beamish & Delios, 2005). On the other hand, 

if the investment aims at the Chinese market itself, then the 

declining profitability of FDI will not deter SMEs. For such 

SMEs, China will always be a big market warranting serious 

investment: not as a quick dip for short-term windfall, but 

as a strategic market for long-term development (Beamish & 

Jiang, 2002). 

8. Will FDI inflow to 
China decline?
A very recent FDI phenomenon is some North Ameri-

can firms moving their production back from China due to 

sharply rising costs, a re-valued Chinese currency, and other 

factors (e.g., The Economist, 2011). While it may be true that 

some firms which went to or plan to go to China based solely 

on the logic of cost reduction may find their presence in 

China increasingly unjustifiable, this does not mean that FDI 

to China will decline in the foreseeable future. 

First, as mentioned above, China’s advantage as a low 

cost labour country will not disappear even when the labour 

cost doubles (Gupta, 2009; China Daily, 2011), considering 

the current labour cost gap between China and developed 

countries and the quality of Chinese labour. 

Secondly, according to country similarity theory or the 

Linder hypothesis, countries with similar per capita incomes 

tend to have similar demands and thus develop similar in-

dustries. These nations would then trade with each other in 

similar but differentiated goods in the form of intra-industry 

trade (Linder, 1961). The Linder hypothesis can also be ap-

plied to FDI in which case intra-industry FDI between two 

countries with similar per capita incomes would emerge in 

order to exploit the two countries similar tastes with simi-

lar but differentiated goods (Sampayo, 2006). The Linder 

hypothesis presents a demand-based explanation of future 

FDI to China in contrast to the usual supply based explana-

tion involving factor endowments such as low cost labour. 

With the rapidly increasing per capita GDP in China, Chinese 

consumers will create more demand for Western goods. Such 

demands will have to be met by more FDI inflows to China to 

take advantage of both demand and supply based locational 

advantages in China. 

The above view may look counterintuitive to some read-

ers. However, it would be easily understood if we look at the 

bilateral investment between US and UK, the Netherlands, 

Germany or Japan. If North American firms invested in 

those developed economies regardless of their high (or even 

higher) labour costs, there is no reason to doubt that they will 

keep investing in China, even though there is a rising trend of 

labour costs, albeit for different reasons. 
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9. How should SMEs implement 
their China strategy?
It is now clear that there are many opportunities in 

China for foreign SMEs. However, with opportunities come 

risks. Due to their small sizes and limited resources, there is 

little room for error. As such, SMEs have to get things right 

the first time. This is easier said than done, especially when 

considering the lack of international experience on the SMEs’ 

side.

However, a China strategy can be implemented if certain 

level of caution is used and some common steps followed. 

First, foreign SMEs need to have a realistic investment strat-

egy, to which this paper may contribute. Second, they should 

build personal trust with the Chinese side to ensure success. 

This is especially important given that China is known for 

its guanxi culture. Third, they should increase their com-

mitment step by step while learning by doing. In addition, 

foreign SMEs need to have long-term orientation and to be 

committed to localization in order to grow with the locals in 

such an exploding market. With all these, they can expect to 

win out due to their ownership advantage. 
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Reader Comments: 
..................................................................................

We encourage you to 
send your comments
about any of the articles
in this issue of the 
SMEE Review.

Please send in your comments to SMEE.Review@uregina.ca 
and we’ll publish in our next issue.

Nous vous encourageons à nous
faire parvenir vos commentaires

sur n’importe quel article paru
dans ce numéro de la 

Revue PMEE

Veuillez envoyer vos commentaires à l’adresse SMEE.Review@uregina.ca 
pour leur publication dans nos prochains numeros.
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The Canadian Council for Small Business & Entrepreneurship (CCSBE) is the only national membership-
based organization in Canada whose goals are to promote and advance the development of small business 
and entrepreneurship through research, education and training, networking and dissemination of scholarly 
& policy-oriented information. 
 
The organization was established in 1979 as the first affiliate of the International Council for Small 
Business (ICSB). Its members include academics, educators, representatives of small business support 
organizations, researchers, government officials, students of entrepreneurship, and policy makers. 
 
The Canadian Council for Small Business’ mandate encompasses the following objectives: 
 

 Facilitating networking among shareholders; 
 Encouraging research in the field; 
 Disseminating knowledge and research findings; and,  
 Furthering the cause of entrepreneurship and small 

business in the educational system. 
 
 
 
 
 
 
CCSBE membership includes the following major benefits: 
 

 Four issues annually of the Journal for Small Business & Entrepreneurship (JSBE) 
 Issues of the Small and Medium-sized Enterprise and Entrepreneur Review (SMEE) 
 Three issues of the CCSBE Electronic Newsletter 
 Participation at the annual conference 
 Eligibility to vote in elections and to run for the Board of Directors 

 
Your association with CCSBE includes an affiliate membership with ICSB, which gives you the following 
additional benefits: 

 
 Use of the ICSB online member database (at www.icsb.org) 
 The ICSB Bulletin 
 Four copies per year of the Journal of Small Business Management (JSBM) 
 Reduced fees at ICSB conferences  
 An electronic newsletter 

 
 

For further information on the CCSBE or to become a member, visit: 

www.ccsbe.org 
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