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Abstract 
 
 The SBIR (Small Business Innovation 
Research) program provides a way to assist 
entrepreneurs in commercializing their 
technology and providing government access to 
new technology.  Kinetic Art & Technology 
(KAT) is a SBIR success story.  With almost 
four million dollars in federal grant funds, the 
company developed and is commercializing new 
electric motor technology. The issues they faced 
and the decisions they made are key components 
of their success. 
 

Introduction 
 
 Streams of new technology are unveiled 
each year; however, only a small percentage of 
these promising technologies reach 
commercialization.  True, not every invention is 
worth the cost involved in bringing a product to 
market.  Even for those technologies, which 
offer society great promise, the path to 
commercialization is long, difficult and costly. 
This paper discusses the challenges a technology 
start-up faces and ways the entrepreneur can 
meet them, using the sojourn of one inventor 
and his decade-long efforts in product 
development and commercialization and the 
help and hindrances he encountered along the 
way. 
 Recent articles demonstrate the 
difficulties technology start-ups face.  Baron and 
Hannan (2002) suggest that people issues and 
how an organization designs its human 
resources are key elements of success.  Stewart 
and Giagtzis (2001) suggest that the 
entrepreneur cannot just put a product on the 

market, but must know the needs and 
requirements of their potential customers. Piper 
(2002) suggests NASA attempts at 
commercialization of technology result in 
putting technology “out there” with anticipation 
that the market will come to the provider of the 
technology, without much success. 
 

Background:  External Environment 
 
 The federal government recognized that 
useful technology was resident within small 
businesses, but saw no way to access it 
systematically for government use.  In 1982, 
Congress created the Small Business Innovation 
Research (SBIR) grant program to address that 
problem.  Currently, ten federal agencies 
(Departments of Agriculture, Education, 
Transportation, Commerce, Energy, Defense, 
Health and Human Services/National Institute of 
Health, Environmental Protection Agency, 
National Science Foundation, National 
Aeronautics and Space Administration) 
participate in the program and spend each 2.5% 
of their agency budget on the SBIR program.  
The goal of the SBIR program is 
commercialization of new technologies, which 
can be used by both the public and private 
sectors. 
 Each of the participating agencies 
publishes solicitations (electronically) seeking 
grant proposals from small businesses on 
specific or in some cases general topics. Usually 
the topics are problems the agency is unable to 
solve internally. The SBIR program has three 
phases.  In Phase I, agencies offer up to 
$100,000 for six months for the company to 
develop proof of concept.  In Phase II, the 
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agencies offer up to $750,000 to assist the 
company in developing a prototype. To be 
eligible for Phase II funding, a company must 
have successfully completed a Phase I project.  
Phase III is the commercialization segment in 
which no grant funds flow from the federal 
government.  Frequently the agency that funds 
Phase I and Phase II becomes the customer of 
the small business that has developed the 
technology.  Additionally, companies are 
encouraged to seek private sector customers.  
The dual use of technologies is a key feature of 
the SBIR program.  
 The State of Indiana has been an “under 
producer” of SBIR proposals.  In trying to 
redress the situation Indiana University applied 
for and received grant funding from the 
Economic Development Agency and the Small 
Business Administration to stimulate SBIR 
participation in Indiana.  The Industrial 
Research Liaison Program of Indiana University 
is charged with the statewide responsibility of 
creating awareness of the SBIR program, 
assisting in proposal preparation, and providing 
information retrieval. 
 

The Beginning of a Company 
 
 Roy has a Masters of Engineering 
(Computer Science) degree, did an internship 
with the Central Intelligence Agency, and 
worked for a large aerospace company in 
Colorado.  He had a dream of making a video 
camera move under computer control, but he 
needed the time and environment in which he 
could develop his ideas.  With family support, 
Roy decided to pursue his dream.  In 1990 Roy 
left his job, and sold their up-scale Colorado 
home.  With their three small daughters they 
moved to Greenville, Indiana where they could 
live rent free in a house Roy’s parents fixed up 
for them. The family had an abrupt change in 
lifestyle, but they were all committed to Roy’s 
making improved motor technology a reality.   
Roy withdrew his funds from his retirement 
plan, the couple used their savings, and they 

pressed their credit card balances to the limit to 
support the family and his work.  In this way 
Kinetic Arts Technology (KAT) (a.k.a. Visual 
Computing Systems) was founded.  
(http://www.katech.com/) 
 As funds were dwindling, a fellow 
church member of Roy’s read about an SBIR 
seminar that would be held at Indiana University 
Southeast.  The church member knew finances 
were tight for the family and sent Roy the $10 
registration fee; Roy attended the program.   
Afterwards Roy approached the presenters 
saying he wanted to participate in the program.  
His Indiana University SBIR counselor 
encouraged him to write a proposal, and Roy 
responded to a Navy solicitation.  The proposal 
was rejected.  Roy was dejected but felt his 
scientific ideas were well founded.  At the 
encouragement of people familiar with the SBIR 
program and his family, Roy attended one of the 
three national SBIR conferences held each year.  
Attending the conference provided two benefits:  
(1) Roy learned more about the SBIR program, 
and (2) he was able to meet with agency people 
and present an abbreviated form of his ideas.   
 At the conference, government agency 
after government agency indicated lack of 
interest in Roy’s ideas.  Finally, Roy unleashed 
his well-planned phrases on the person from 
Department of Defense’s Defense Advanced 
Research Projects Agency (DARPA) who 
listened attentively.  Afterwards Roy was 
disappointed that the person had taken no notes.  
When the DARPA solicitation was released a 
few months later, Roy was elated to discover 
that one solicitation was in his area of interest; it 
had the same wording Roy had used when 
chatting with the DARPA representative at the 
national SBIR conference.   Roy wrote a 
proposal to develop general-purpose motion 
modules and was awarded a Phase I for a bit less 
than the then limit of $50,000. 
 The grant provided Roy with funding to 
continue his research, but it also provided new 
challenges:  Government Accounting System.  
Roy adroitly accepted the challenge and with the 
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help of Peachtree software learned a new skill 
set.  Another challenge and luxury was being 
able to hire more engineering talent and pay 
them.  Roy then had the challenge of becoming 
an effective manager. 
 Between the conclusion of the 6-month 
DARPA SBIR Phase I and announcement of 
Phase II selection was a potentially devastating 
eight-month gap. The team of twelve stayed 
with the company during the lean times 
choosing to work for stock in the company 
rather than leave.  Roy applied for and received 
Bridge Funding from Indiana’s Business 
Modernization and Technology program, which 
provided a loan to be repaid as a percentage of 
non-research and development sales. 
 In the course of time the company was 
awarded a DARPA SBIR Phase II for $350,000 
for a year and a half.  Based on the results they 
submitted the company was awarded six months 
“follow-on” funding of $275,000, which came 
from DARPA SBIR funds and another pool of 
DARPA money.  The company used the funding 
to design a new motor.  
 Roy’s interest and strength are in 
research and development.  At the suggestion of 
his attorney KAT formed a subsidiary company 
to do product development and 
commercialization.  The sister company, Lynx 
Motion Technology, built the prototype of the 
new motor, and is commercializing the product.   
 Lynx Motion Technology is an investor-
funded company created to build, test and 
license technology developed by KAT.  Roy 
was presented with another challenge:  raising 
funding for Lynx.  Roy, again working outside 
of his comfort zone, made presentations to 
venture capital groups.  His efforts were 
successful not only in attracting funding, but in 
attracting marketing and management talent.  
Also, some local community people were very 
proud of Roy, having a high tech company in 
the community, and they too invested in the 
company. 
 During the lean months awaiting Bridge 
Funding, Roy once again scoured the pages of 

SBIR solicitations.  Indiana University’s 
Industrial Research Liaison program helped by 
creating a search profile of Roy’s interests and 
expertise and running it against the agency 
solicitations as they were released. 
 Roy responded to a Department of 
Energy (DOE) SBIR “Green Car” solicitation on 
hybrid electric vehicles.  Roy was awarded the 
SBIR Phase I for $75,000, but later his Phase II 
proposal was rejected.  Roy had developed a 
good working relationship with a person in DOE 
during the Phase I who became a champion of 
the technology in which Roy’s company 
excelled. 
 Roy applied for a Phase I DOE STTR 
(Small Business Technology Transfer), a sister 
program of SBIR, which requires a percentage 
of involvement by a university or federal 
research laboratory, and was awarded $75,000 
to design flywheel motor alternators.  During the 
time Roy was working on this project, DOE’s 
interest moved away from flywheels and toward 
hybrid motors.  Roy applied for a Phase II and 
received an award of $500,000 to develop high-
speed Segmented Electro Magnetic Array 
(SEMA) motors. 
 KAT additionally completed a DOE 
SBIR Phase I ($100,000) and Phase II 
($750,000) developing traction motors for 
hybrid electric vehicles.  Beyond that they have 
completed two DOE SBIR Phase I’s ($100,000 
each) dealing with different aspects of integrated 
motion module motors and controls.  Neither of 
the Phase II proposals was funded.  The 
company also completed an Air Force SBIR 
Phase I ($100,000), designing flight control 
actuators.  Again the Phase II proposal was not 
funded. 
 The company also submitted proposals 
and received funding from another DOE 
research and development program, CARAT 
that is similar to the SBIR and STTR programs.  
KAT received Phase I ($150,000) and Phase II 
($500,000) to work on integrated motors and 
controls for hybrid motor applications.  
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 In 2000 Roy was awarded the coveted 
Small Business Administration Roland Tibbitts 
Award for exemplary achievement in the SBIR 
program.  At that point the company had been 
awarded more than $4 million from four federal 
agencies and had begun commercializing the 
technology. 
 

Commercialization of Technology 
 
 Using the technology the company 
developed with Automotive Electric Motor 
Drives (AEMD), in 1998 KAT teamed with 
Delco Remy, who spun off a company iPower to 
build distributive power generators based on 
SEMA motor technology.  Part of the licensing 
agreement includes iPower using the 
engineering services of KAT.   The project 
includes developing traction motors for hybrid 
electric vehicles.  Working with the University 
of Tennessee—Knoxville iPower and Visual 
Computing Systems put an AEDM motor in a 
Chevy Suburban vehicle.  This was the first time 
Visual Computing Systems had worked with 
people outside of the company.  Roy was the 
program manager.  Once again Roy had to learn 
a new skill set.  The project was deemed 
successful both by technical and managerial 
measures. 
 Developing a web page has drawn 
international attention to KAT.  One of the first 
responses came from a group in Argentina.  
When engineers came from Argentina to visit 
KAT, Indiana University Southeast identified a 
Spanish-speaking engineer to assist in the 
communications.  The Argentine company built 
part of the motor that went in the Chevy 
Suburban.  Getting raw materials into Argentina, 
paying the stiff tariff, deciding what was tariff 
and what was “grease” posed additional 
challenges for Roy.  The collapse of the 
Argentine government and devaluation of the 
currency have also caused unforeseen problems. 
 KAT attracted the attention of Bodine 
Electric a 95-year old, Chicago-based 
manufacturer of high quality electric motors.  In 

1999 Bodine Electric licensed KAT technology 
to create a new family of SERVO motors. (The 
product line is e-TORQ found at http://www.e-
torq.com/) 
 Making presentations to companies and 
investor groups has become a way of life for 
Roy and his management group.  The contacts 
they have made spawn other contacts creating a 
fruitful network.  KAT has established contact 
with ECO-Securities, which has offices in 
Europe, North America and the Far East.  ECO-
Securities operates similar to an investment 
banker but works only with energy related, 
environmentally friendly, high efficiency power 
projects.  ECO-Securities has introduced KAT 
to potential partners worldwide.  Soon Roy and 
his team will visit a Danish company and 
explore opportunities of applying KAT 
technology in wind generators. 
 

Continuing Challenges 
 
 Developing a continuous workload to 
keep 20 employees productively at work poses a 
challenge.  The peaks and valleys of projects 
and funding sources lurk in the corner as a 
source of concern.  The joint ventures, 
partnerships, and contracting of engineering 
services help bring continuity to the workload 
and the cash flow. 
 Building motors that are smaller, 
cheaper, faster, more powerful has been a 
challenge of a technical sort.  Another challenge 
has been to demonstrate the superiority of this 
innovative technology to move medical 
scanners, adjust paint-spraying robots, or mix 
pizza dough.  As energy costs rise or as 
manufacturing standards become more precise 
KAT’s innovative technology becomes more 
appealing.  Identifying those industries in which 
a product becomes non-competitive because of 
high-energy costs or of the increase precision 
demands has created marketing opportunities for 
this new technology. 
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Results of Study of  
High Tech Start-Ups 

 
 Much has been written on the success 
and failure of high tech start-ups. Much of it is 
mirrored in the challenges KAT has faced as 
indicated above.  LaPlante (1997) wrote in 
Computerworld the “formula for success: equal 
parts pain, vision, money, luck, and timing.”  
KAT’s story shows that it is important to meet 
the needs of the customer, without the customer 
in “pain” there is no market.  Ray’s initial idea 
was for a miniature electric motor to drive 
animation cameras, but he learned that SBIR 
funds were likely to be for larger applications. 
He sold his idea to DARPA and provided them a 
proposal that could meet their needs for 
shipboard motors for precise movement of large 
loads.  Ray is a most intriguing engineer in that 
from the beginning he had a “vision” for what 
he wanted to accomplish, and he kept the vision 
at the forefront of his efforts.  His business card 
indicates he is president and “ keeper of the 
vision”.  The specifics have changed, but not the 
vision.  “Money” came from meeting customers 
needs for new technology, selling them on 
KAT’s ability to accomplish the task, and 
winning grants to fund the development of his 
motors.  As this case study shows, KAT was 
“lucky” enough to be in the right place at the 
right “time” to gain the support to move forward 
time after time. 
 Stewart and Giagtzis (2001) suggest 
“…that new technology is not enough to ensure 
success, and other issues must be attended to.  
These include product positioning, engineering 
utilization, and management competence.”  The 
given is engineering competence and the 
product, but they do not lead to success of a 
venture. Ray from the beginning was able to 
listen to advice from others, develop new skill 
sets, and hire and utilize excellent talent.  With 
the formation of Lynx Motion Technology, Ray 
hired, as president, someone with expertise in 
marketing new technology to industry, a skill set 
that did not exist in the firm.   

Conclusion 
 
 Examining a start-up high tech company 
pulls into focus both the company’s internal and 
external needs.   A person may be technically 
gifted but unless he/she is able to develop or 
otherwise acquire other skills an idea may never 
get beyond the conceptualization stage.  An 
entrepreneur needs to be able to organize and 
manage a business and be willing to take a risk.  
Writing grant proposals, administering grant 
funding, and managing a project, are skills that 
need to be honed.  Later, the head of the 
company needs to capitalize upon the technical 
strengths of the group, critically identify 
weaknesses, and in some cases hire to the 
weakness.  Putting together compensation 
packages that elicit the best from each worker 
presents a challenge.  Effective public speaking 
is imperative for one who is seeking investors.  
The entrepreneur/inventor continuously needs to 
learn or otherwise acquire new skills.  Another 
key feature of success is spousal, extended 
family, and community support, which is critical 
to the success of the project.   
 The external environment poses both 
threats and opportunities partly in the form of 
changing legislation and government programs.  
The SBIR program and other similar 
government programs are constructed to help 
break the “log jam” and move new technologies 
into the market place. Universities have 
programs to assist the fledgling entrepreneurs; 
few have the budgets or manpower to 
proactively tout their wares.  With perseverance, 
an entrepreneur may find a champion within a 
university that will significantly add to their 
efforts.  Society benefits from the continuum of 
technological breakthroughs to 
commercialization.  By understanding the perils 
of an entrepreneur, programs may be created to 
minimize their failures and increase their 
successes. 
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To Invest or not to Invest, That is the Question! 
 

Herbert Sherman, Southampton College – L.I.U. 
Daniel J. Rowley, University of Northern Colorado 

 
 

Case Description 
 

 This case describes a real estate rental 
startup venture with a twist; renters select their 
home to rent and then enter into a three-year 
contract and earn a $100/month credit to buy 
the home at the end of the contract period.  The 
problem for the characters in question is 
whether or not they should enter into this 
venture and how they should then proceed 
given their decision.  Several factors 
complicate this business startup decision, 
including: the lack of business experience of 
the individuals involved in the business, one of 
the individual’s biases and prior negative 
experiences with being a landlord, the need for 
further information in order to calculate costs 
(and therein profits), and the need to examine 
potential risks associated with the venture.  The 
case has a difficulty level appropriate for 
juniors or above.  The case is designed to be 
taught in one class period (may vary from fifty 
to eighty minutes depending upon instructional 
approach employed, see instructor’s note) and 
is expected to require between two to fours 
hours of outside preparation by students (again, 
depending upon instructor’s choice of class 
preparation method). 

Case Synopsis 
 
 Derived from observation and field 
interviews, the case describes how two college 
English professors, Stephen Hodgetts and 
Richard Davis, are lamenting their losses in the 
stock market and how these losses have 
negatively affected their retirement funds.  
Davis’s solution to working past retirement age 
(or praying for a miracle turnaround market) is 
to take control of his investment funds by 

becoming a landlord and developing a rental 
scheme which caters to lower income 
households and/or families with bad credit.  
Hodgetts has a visceral negative reaction to the 
plan, given his politics and prior experiences as 
a landlord, but intently listens as Davis 
describes in detail how a $10,000 investment 
per home will yield over $20,000 of profit 
within three years.  Hodgetts is incredulous and 
wonders why more knowledgeable business 
people have not constructed a similar business.  
The case ends with both professors quoting 
from Shakespeare to support their positions.  
Hodgetts is willing to get involved in the 
venture if Davis can provide him with some 
assurances as to predictability of the success of 
the business venture. 
 

Introduction 
 
 It was August of 2002 and there seemed 
to be no help in sight for the ailing stock 
market.  The Dow Jones had plummeted from 
over 10,000 in May to under 8000 in August, a 
20% drop, while money flow out of the stock 
market was over 10% of total volume.1  
Professors Richard Davis and Stephen 
Hodgetts2, long time friends, colleagues and 
co-authors, were commiserating their 
respective losses over a glass of fine wine.  
Both had taken major hits in their personal 
stock portfolios and retirement accounts and, 
overall, had lost at least a third of the value of 
each of their estates.  For college professors on 
a fixed income, with at most 3% annual raises, 
                                                 
1https://www.dwdean.com/DWDean/Secure/AuthFrame/
frames.asp?ID=233&EXID=&Language=en&ENID=17
425&Account=232016409&month=, April 3, 2003. 
2 The names have been changed at the request of the 
subjects. 



the prospects for the future were looking 
dimmer and dimmer.  Richard had been hoping 
to teach only a few more years (he was in his 
late fifties) and had hoped to have built up a 
large enough nest egg to retire in comfort.  
Comfort meant living at his current standard of 
living, at least one trip to Europe per year with 
his wife, Rachel, and the wherewithal to be 
well stocked in good Merlots and Cabernets.  
 “Well Stephen,” Richard sighed after a 
moment of deep reflection on his situation, “it 
looks like I’ll be spending another few years in 
the company of Shakespeare and Chaucer.  I 
was really hoping to retire from the Chair in the 
Classics Department and let Llewellyn take 
over for me.  He’s a fine young man with 
excellent prospects, but I don’t see how I can 
lose my stipend while my personal investments 
and college retirement plan have suffered badly 
from this declining stock market. I want to 
protect my principal investment, I can’t afford 
to lose any more money in the market, yet if I 
were to liquidate my entire portfolio and put 
my retirement funds into a money market fund, 
I would only earn about 2% interest.  That’s 
barely enough to keep up with inflation.” 
 “I know” replied Stephen thoughtfully, 
as he sipped another spot of wine from his 
glass.  “All the money I’ve made in the market 
over the last few years is long gone and, of 
course, the money that I made in my side 
business (buying and selling used textbooks) I 
invested in the market, and that’s disappeared 
as well.  Luckily, since I’m only 47, I’m not 
planning on retiring for at least another fifteen 
years, so I have a chance to recoup my losses.  
But I agree with you.  I have the same 
dilemma -  where do I put my money so that I 
can obtain a decent return, at least 7% per 
annum, without greatly jeopardizing my 
principal?” 
 Stephen’s question brought on a long, 
silent pause, and the silent raising of their 
glasses.  It was a pause that seemed to linger 
forever.  Davis pondered his Pinot Noir, staring 
longingly into his glass, and examining the fine 

texture of this magnificent red wine.  Finally, 
he set the glass down and turned toward 
Stephen, “OK, enough already”. This change of 
tenor in the conversation drew Stephen out of 
his reflections and he quickly turned toward 
Richard’s direction.  “I am tired, so tired, of 
feeling powerless about my financial situation.  
Other people are playing with my money and 
losing it hand over fist.  Like Oedipus, I feel 
like the Gods have conspired against me and 
have wrongly punished me for something I 
have not done.”  He sat up even straighter.  
“Well, I’m tired of this and I’m not going to 
take it anymore!  I am going to take charge of 
my investments, take full responsibility as to 
how these funds are to be employed, and avoid 
the stock market at all costs.  There’s got to be 
another way I can use my assets to earn a 
decent return while protecting my principal!” 
 “Bravo, bravo” exclaimed Hodgetts, 
with a bit of sarcasm in his voice.  He was 
enthusiastically clapping while grinning from 
ear to ear.  “Well said indeed!  Did you steal 
those lines from King Lear, or perhaps Hamlet, 
or perchance even Richard the Third.  I do even 
recall a line from the movie ‘Network’ 
sneaking into your soliloquy.  I didn’t realize 
that you were going to launch a stage career as 
your alternative means of raising funds.”  Both 
looked at each other for a brief moment, then 
laughed.  Then, Hodgetts continued in a more 
congenial tone, “But seriously, Richard what 
can we do?  I’m too old to go back into the 
used book business and our books, although 
heralded by some as masterpieces in the field, 
produce very little income.  How are a couple 
of decrepit English professors going to increase 
their worldly means without giving up their 
profession?” 
 “An excellent question, my dear 
Hodgetts” stated Davis in a Sherlock Holmes-
like parody.  “We will get to the bottom of this 
for the game is afoot.”  Turning more serious, 
he added, “I need to think about this for awhile 
but we’ll chat once I have some firm ideas as to 
what we can do.” 



The Preliminary Concept 
 
 About a month later, Professors 
Hodgetts and Davis were discussing the finer 
points of Sartre’s “No Exit” over yet another 
vintage bottle of chardonnay, when the 
discussion circled back to investments and the 
stock market.  “It is as I told you” exclaimed 
Hodgetts in his most professorial tone “we can 
make an analogy to Sartre’s play ‘No Exit’ and 
the current stock market.  No matter what you 
do, no matter where you put your money, you 
really can’t get out of the way of the stock 
market.  If you opt out of the market for a safe 
investment, say like money markets, you’ll 
barely earn enough interest to keep up with 
inflation.  One could, of course, buy gold, or 
silver or buy any other commodity, but 
speculation has never been my forte and I do 
not intend to take a crash course in the futures 
market.  So you see, we may be stuck with 
living with the whims of the market.  Our 
investments will wax and wane as the large 
investment houses and mutual funds buy and 
sell hundreds and thousands of shares of stock, 
not based upon the true value of the stock (as 
measured by price per earnings) but upon 
technical trend lines and computer simulation 
models.” 
 Dr. Davis seemed contemplative as he 
rolled a rather pricey chardonnay around in his 
glass in order to allow it to breathe better.  He 
sniffed it first, took a minuscule sip, savored 
the flavor for just a moment, and then finally 
took a hefty swallow.  Replying in his best 
Sherlock Holmes style, and brandishing a fake 
pipe in his hand, Davis retorted “My dear 
Dr. Hodgetts, you have overlooked the obvious 
answer to our investment dilemma, one which 
is as old as the Sphinx, as wide as the 
Mississippi, and as deep as the ocean.  You 
have forgotten the basis of economic 
development both here in the U.S. and in 
Europe, the foundation of our capitalist system, 
the premise behind a democratic society….”  
 

 Davis unfurled another five minutes of 
explicative comments, stopped to catch his 
breath, and took another tiny taste of his highly 
enjoyable wine.  His pause was so well timed 
that Davis could catch, from the corner of his 
eye, Hodgetts’ rumbling like a volcano, a 
volcano ready to explode - and explode it did!  
Hodgetts could no longer contain his 
excitement and his desire to reach the end of 
Davis’s gambit and to uncover this mysterious 
investment opportunity.  He rushed over to 
Davis, secured his wine glass with one fast 
swoop of his hand, and stared at him straight in 
the face.  “Well, well … what are you waiting 
for?  The coming of the Messiah? Godot?  
Come, come man.  You just can’t leave a 
fellow hanging like that.  What is this secretive 
and mystifying investment?” 
 “Why, I believe we should become 
members of the bourgeoisie” answered Davis, 
“the nobles oblige, the ruling class.”  “You 
can’t mean……” started Hodgetts, half-dazed 
from the possibility that he could never 
contemplate in a thousand years.  “That’s right” 
continued Davis. “How often have I said to you 
that when you have eliminated the impossible, 
whatever remains, however improbable, must 
be the truth?” “Indubitably” chuckled Hodgetts 
“but I never thought that you would want us to 
own property and become landlords!” 
 

We Have Met the Enemy and the 
Enemy is Us 

 
 “Landlords, landlords” moaned 
Hodgetts as if he had just learned about the 
death of a dear friend.  “How could you 
possibly entertain the notion of being a 
landlord?  European and American literature is 
abound with examples of greedy and miserly 
landlords.  Shakespeare, Dickens, Pushkin, 
Steinbeck, Alger Jr., the list goes on and on, 
these writers have sullied the rental profession 
and anyone who practices it.  Why don’t we 
just become money lenders and factory owners 



for G-d sake and change our names to Fagan 
and Shylock?”   
 “Calm down, Stephen.  Besides, you’re 
missing the point.  You have yet to hear me 
through.  My idea is to not become just any 
type of landlord but to focus on those 
individuals who, given their economic where 
with all, will take a long time or never have 
enough money for a down payment for a home.  
There are a whole bunch of people in this 
community who are economically stable 
enough to always pay their rent and their credit 
card bills but for some reason have had a bad 
credit history or cannot save enough money to 
even put 5% down on a home. We …” 
 As Davis was talking, Hodgetts’ face 
turned redder and redder as deep concern 
turned to anger.  “Hold on!” Hodgetts 
bellowed. “You’re suggesting that we’re not 
going to be just any sort of landlord.  No, no 
that’s not just good enough for Davis and 
Hodgetts.  We’re going to become the best type 
of landlord there is, SLUM LORDS!” 
 

The Story Behind the Commotion 
 
 Hodgetts looked like he had blown a 
gasket.  His face was several shades of red and 
it was clear that his breathing was fast-paced 
and shallow.  Davis patted him on his shoulder 
as he caught his breathe, then urged him to sit 
back down.  Davis gave Hodgetts a few 
minutes to gain his composure and encouraged 
him to take a few sips of wine to help him calm 
down.  Davis knew that although Hodgetts was 
an overly emotional individual, that there was 
more going on than just his knee-jerk reaction 
to his proposal (especially since Davis had not 
even been given the opportunity to explain the 
details of his plan).  Once the tension had 
eased, and Hodgetts was more relaxed, Davis 
asked Hodgetts what was really going on. 
 Once Hodgetts had settled down, Davis 
asked with a very concerned tone in his voice, 
“What was all that about?  I haven’t seen you 
get that exercised for a long time, especially 

over something like this.”  “I’m sorry,” 
Hodgetts mused as he swished the red liquid 
around his glass.  “The idea hit me wrong, I 
guess.  I wasn’t expecting it.”  He tried to smile 
a bit as he regained his composure.  “I am 
ashamed to admit it” said Hodgetts sheepishly 
“but the idea of being a landlord hits a raw 
nerve with me.  You remember that summer 
two years ago when I was especially hard to 
find.  I did answer my e-mails but I tried to stay 
away from campus and did not answer my 
phone calls.  Well, I had rented my house for 
the summer - I was desperate for cash.  
Unfortunately my original tenants backed out 
of the deal in the last minute and I had already 
rented a very small place for myself.  I ended 
up having to rent my home to anyone who 
could meet my price and I ended up with the 
tenants from hell.  Not only did they wreck my 
place above and beyond what the deposit could 
cover, but they put individual locks on each 
bedroom door, had made-up mattresses in the 
two walk-in closets, left drug paraphernalia 
including used syringes all over the house, and 
were a week late in moving out.  I was at the 
point of calling the police when they finally 
threw their things into a U-Haul and took off.  I 
swore never again to rent my house, and never, 
ever to be a landlord again.”  He smiled at 
Richard in apology, “I am sorry that I had such 
a visceral reaction to your proposal but it cut to 
my very core.  I am sure that if I stay calm and 
listen carefully that your idea might make much 
more sense than what I did two summers ago.” 
 



The Concept Gets Flushed Out 
 
 Richard nodded as his friend explained 
himself.  “I had no idea you had done that,” he 
replied after Stephen had finished.  “I can see 
that you would have some concerns.  But, I’m 
not talking about that kind of rental at all.  
What I am talking about here is helping young 
couples and young families, people perhaps in 
their twenties or early thirties, who have very 
good references except perhaps a minor past 
problem with their credit.” Davis let that 
statement settle in for a moment before he 
moved on to explaining the details of his plan.  
 “Go on” chortled Hodgetts “I follow 
you so far.”   
 “We would then work backwards – 
working with a real estate agent, who I have 
already lined up by the way, we would identify 
the rental range that these individuals could 
afford.  After some thorough research, Norma, 
the agent, believes that we could rent a three 
bedroom two bath house for between $1,100 to 
$1,400 a month, based upon location and house 
amenities.  Most of our target group already 
pay this kind of rent for apartments or trailers 
and many live in slum conditions.” 
 He sat up on the edge of his seat as he 
continued, his excitement growing, “She also 
tells me that three bedroom homes sell new for 
around $175,000, with real estate taxes of 
around $1,000/year.  David, my mortgage 
lender, tells me that we could put as low as 5% 
down and qualify for a 5%, 30 year mortgage if 
we bought this property as a second home.  The 
monthly mortgage payment would then be 
around $900/month.  Variable mortgages, like a 
five year adjustable rate, would have even 
lower monthly payments.” 
 “You’ve obviously done some 
homework on this” commented Hodgetts “but I 
would think that there are other costs that we 
have to consider.  For example, what would 
closing costs run us for a mortgage?  What 
costs would we have to put into this new home 
to make it livable, i.e. appliances, a yard, 

etc…?  I do not want to sound negative, but we 
need to delineate all of our costs before we 
walk into this venture.”  Davis could tell by 
Hodgetts’ last comment that his old partner was 
becoming interested and decided to forge ahead 
with more details. 
 “Yes, as always, you are right on the 
money, if you will pardon my pun.  We’ll need 
to work out the particulars before we forge 
ahead.  However, I want to explain the big 
picture to you of our operation.  We will not be 
like normal landlords – first, our objective is to 
sell these homes within three to five years to 
our renters.  Our renters will hence be only 
those people who are serious about entering 
into a three year rental arrangement with us 
with the long-term goal of buying their rental 
property.  In order to accomplish this task our 
real estate agent will work with potential 
customers to find them a home that they would 
like where the rent is affordable yet they do not 
have the economic wherewithal to purchase the 
home outright.   
 “Over this three year period they will be 
building up their credit rating, assuming they 
pay their rent in a timely manner, and earn a 
$100/month credit towards the purchase of 
their home. In the interim, David, our mortgage 
lender, will work with the renters to help them 
clear up any problems with their credit reports 
and work with them so that they may qualify 
for special loans requiring very little down 
payment for first time home buyers (such as 
FHA and Fannie Mae).” 
 “That’s nice” sarcastically interjected 
Hodgetts “we’re not going to be slum lords, oh 
no, we’re now going to become philanthropists 
and social workers.  We’re going to help the 
poor and downtrodden become homeowners 
while putting ourselves out of business and 
with nothing to show for it once they bought 
our homes – what is in this for us?”   
 “My dear Hodgetts” countered Davis “if 
you would just give me a chance to finish I’m 
sure you’ll see where this arrangement is 
mutually beneficial to both us and the renters.  



As much as I strongly believe in social 
capitalism, I am in this to make a profit!”  
 “First, of course, we will have 
developed a rental formulae that will translate 
the buying price of a home into a rental price 
that will yield us a profit of at least 20%.  My 
goal is to make at least $200/month per rental, 
not counting administrative costs associated 
with managing our operation.  Second, homes 
in our area are appreciating in value about 5% 
every year.  A $ 174,000 home today will be 
worth slight over $200,000 at the end of a three 
year lease. Selling the home back to the 
homeowner will yield $26,000, a 13% profit.  If 
you add up all of the profits, we would make 
$7200 dollars on rental fees over the first three 
years, and lose $3600 for rental credit towards 
home purchase; all told, we would make over 
$20,000 dollars in three years with an 
investment of less than $10,000 (the mortgage 
down payment).  That’s certainly better than 
the stock market during its best performance in 
1999! Think of it, if we buy ten homes between 
us, that’s only $50,000 per person, we each 
could make over $100,000.” 
 

Entry or Exeunt? 
 
 After a long pause, Hodgetts gathered 
his wits and exclaimed “This all sounds very 
well and good, too good in fact.  Nothing 
personal Richard, you are very bright, but if an 
English professor with no experience in 
business could figure this out for himself why 
haven’t savvy business people jumped onto the 
same band wagon?  I am not an avid reader of 
either the Wall Street Journal or Investors 
Business Daily but I do read the New York 
Times and I have yet to hear of such an easy 
money-making deal.  I cannot believe that such 
an simple scheme has not reached nationwide 
proportions or does not have an obvious flaw or 
two.” 
 No one spoke for just a moment as both 
men thought over the arguments.  Finally, 
Davis sat back and uttered, “Me thinks thou 

doest protest too much,” in his best 
Shakespearean tone.  He continued to combine 
rhyme and verse of the great bard in order to 
make his point. “For there are more things in 
heaven and earth, Horatio, than are dreamt of in 
your philosophy.  Thou know'st we work by 
wit and not by witchcraft, and wit depends on 
dilatory time. Yet how poor are they like 
yourself that ha' not patience! What wound did 
ever heal but by degrees? I have come to live it 
wealthily in Padua; If wealthily, then happily in 
Padua.” 
 “Hooray, hurrah” exclaimed Hodgetts.  
He merrily joined in the Shakespearean quote 
fest. “Cromwell, I charge thee, fling away 
ambition.  By that sin fell the angels.  Away, 
you scullion! You rampallion! You fustilarion! 
I'll tickle your catastrophe! For when sorrows 
come, they come not single spies, but in 
battalions… The fault, dear Brutus, is not in 
our stars, but in ourselves ... Men at sometime 
are masters of their fates.  We know what are, 
but know not what we may be.  But if you can 
look into the seeds of time, and say which grain 
will grow and which will not, speak then to me.  
For then we will venture once more into the 
breach, dear friends, once more.  We’ll cry 
'havoc!' and let slip the dogs of war. 
---------------------------------------------------------  
 
The Instructor’s Notes for this case may be 
obtained by e-mailing Herbert Sherman at 
hsherman@southampton.liu.edu. 
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Abstract 
 
Use of boards of directors has become a 

best practices, commonly accepted and utilized 
vehicle to provide leadership and management 
direction in business organization. The 
governance and management structure of 
business organizations, particularly publicly 
traded corporations normally encompasses a 
board of directors.  This is due in part because 
large public companies accept the value of a 
board of directors to the corporation and 
because of the increased regulatory 
requirements placed on publicly traded 
companies. For small businesses and privately 
held companies, however, a board is not always 
viewed as an integral part of the corporate 
structure or even of significant value.   

This paper reports PART II data of a 
study which focused on the board functions and 
operations of small privately held corporations.  
A survey of 180 small, often family owned, non-
public corporations was conducted in one 
Midwestern state. The study corroborated the 
expanding body of literature suggesting the lack 
of formality in board functions for small 
privately held companies.  The study identified 
the  most important factors influencing board 
function, activities and performance as needs of 
the company, skills and specialized expertise  of 
the directors, sophistication of ownership and 
management, as well as life cycle stage, family 
ownership and trading status of the 
corporation’s stock. 
 

Introduction 
 
It has been a long held positive 

perspective that corporate governance is a solid 
indicator of the quality of a company. This 
follows in start-ups where establishing solid 
corporate governance early in an organization’s 
life cycle sets the tone for building and growing 
a solid foundation (Comtex, 2002). The 
involvement of a board of directors is 
considered to be an integral part of the 
governance and management structure of most 
publicly traded corporations, particularly large 
organizations (Cain, 2002).  

Non-profit organizations have tended to 
follow suit (Erxleban, 2002).  This occurs due to 
the regulatory governance requirements placed 
on publicly traded companies and the scrutiny of 
non-profits and because these organizations 
perceive the value that a board brings to the 
organization (George, 2002).  Corporate boards 
today are on center stage and definitely in the 
spotlight.  Investors, governments, communities 
and employees are all reviewing their 
performance and are not afraid to challenge 
board decisions (Conger, Lawler and Finegold, 
2002).  

The expansion of the 90’s culminated in 
the tech burst, September 11, and the accounting 
scandals which have left the nation smarting and 
extremely cautious about the future.  Lessons 
learned from a rapidly changing business world 
included multiple important themes, two of the 
most important themes are that regulation 
matters and that “boards count” (Business 
Week, 2002). 



Moving from the governance of large 
public organizations to smaller entities, one 
finds that in privately held companies and small 
businesses a board is not always seen as an 
integral part of the corporate structure.  This 
may be due to reduced regulatory governance 
requirements or perhaps due to the often closer 
relationship between managers and owners.  In 
addition there is the sometimes inaccurate 
perception that boards, even where legally 
required, add little value to the corporation 
(Narva, 2001).  However, the message in 
Sarbanes-Oxley is that for private businesses, a 
new aspect to decision making will be critical.  
Considered by many to be the most significant 
legislation since the U.S. Securities and 
Exchange laws of the 30’s, the Sarbanes-Oxley 
Act has redesigned corporate governance and 
reporting obligations, expands and strengthens  
accountability standards for directors and 
officers, and identifies specific securities 
violations to be crimes.  The act may have been 
directed at public companies, but it impacts 
privates also (PricewaterhouseCoopers, 2003). 

Small companies are not exempt from 
Sarbanes-Oxley but may well have difficulties 
meeting the more rigorous regulations under the 
act (Hansard, 2002). This paper reports PART II 
findings of a study which focused on the 
functions and operations in the small privately 
held corporate environment.  The intent was to 
provide a link from the extensive literature 
sources, materials, training, and development 
programs available for boards of large 
organizations to smaller organizations.  The 
interest in this topic evolved from the 
involvement of the authors on boards of 
directors, advisory committees, and planning 
task force activities for small corporations, small 
businesses and non-profit organizations.   

The authors were encouraged to pursue 
their work in this area during a statewide 
Service Corps of Retired Executives (SCORE) 
conference.  In addition, Small Business 
Development Center (SBDC) and US Small 
Business Administration - Business Information 

Center (SBA-BIC) affiliates supported the 
concept.  This paper is a component of a three 
part series which centers on small privately held 
corporations and non-profit organizations 
affiliated with small business and 
entrepreneurship.  Given the changes in 
corporate governance, ethical issues, and 
challenges facing board members of all 
organizations today (Carver, 2002), it is 
anticipated that interest in organizational 
governance will continue to expand. Board 
governance at all levels has continued to 
expand.  As an example, the Small Firms 
Association’s launch of a publication 
“Corporate Governance: Guidelines for Small 
Business,” is but one of a number of resources 
now available (Delaney, 2001).  
 

Background 
 
While an extensive body of material 

exists concerning the roles, functions and duties 
of boards of directors, there is no one work that 
clearly describes board requirements (Cain, 
2002).  The majority of the discussion is 
devoted to boards of large, publicly traded 
companies. Despite the growing interest, 
emphasis, and material on corporate 
governance, one must be adaptive in approach to 
have a structure useful for small privately held 
companies, small businesses and non-profit 
organizations.  There are works which examine 
the unique aspects of small company boards and 
assess the challenges required to recruit 
effective directors for small companies 
(Thurman, 2000). 

Work has also been accomplished which 
reviews small private firms where CEO’s have 
significant power to effect board composition 
and the level of CEO stakes, as related to board 
composition.  Results affirmed that CEO’s with 
greater ownership and family stakes tend to 
have small boards with less representation by 
outside directors and greater representation by 
dependent directors, primarily family directors 
(Fiegener, Brown, Dreux, and Dennis, 2000). 



Most resources related to corporate 
governance discuss the need to seek board 
members with skills and experiences to match 
the needs of the organization.  As an example 
the publication entitled, “Trends in Corporate 
Governance Series: Changing Roles for Boards 
of Directors in Entrepreneurial Companies, 
Modern Corporate Governance Practices,” by 
the accounting firm Grant Thornton LLP was 
detailed in the PART I – SBIDA paper (Boards 
of Directors for Small Businesses and Small 
Private Corporations:  The Changing Role, 
Duties, and Expectations – Part I, 2003) 
delineating the functions of a board.  In addition, 
the Grant Thornton publication shares “New 
Developments in Corporate Governance” which 
are reviewed in the literature.  Both issues cause 
significant discussion and self introspection by 
the board and board members. They are...  

 
• Periodic evaluation of its own 

performance. 
• Performance evaluation of individual 

directors (Grant Thornton, 2001). 
 

Organizations are becoming much more 
proactive with regard to sharing “Duties and 
Responsibilities of Board Members.”  U.S. 
Bank, as an example, widely promotes this 
through various publications including their 
corporate newsletters. Regional board members 
are to provide the following...Advise and 
consult with local management, Lend credibility 
to and enhance the image of U.S. Bank, Develop 
business, Promote U. S. Bank, Provide an 
outside viewpoint, Act as an arbitrator, Provide 
a forum for discussion, and Provide relevant 
feedback to management (U.S. Bank, 2001). 

A move to other areas including family 
owned businesses, Narva provides credible 
reasons for utilization of an independent board 
with experienced directors for a family 
controlled enterprise. They include… 
• Credibility with Non-Family Managers. 
• Credibility with Financial Institutions. 
• Disaster Management.  

• Coordination with Non-Management 
Owners (Narva, 2001). 

 
Because of the multitude of needs, 

requirements, and individual aspect of private 
corporations, one could easily surmise that there 
are no definitive answers for board organization, 
orientation, education, utilization or 
administration.  Each organization needs to 
review a variety of factors including unique 
critical needs, abilities of personnel, stage in 
organization life cycle and a variety of other 
factors.  As an example, the contribution of non-
executive directors in small and medium 
enterprises was examined.  Results showed that 
non-executive directors foster formality and 
discipline but also face challenges related to the 
perception of adding value to boardrooms 
(Mileham, 1996).  The PART II results being 
presented here were designed to explore areas of 
board emphasis for small incorporated 
businesses.  In addition, the study reviewed the 
roles that boards play at various points in the 
firm’s life cycle and the impact of the 
percentage of family ownership on board 
organization and usage. PART I data was 
presented at the 2003 SBIDA conference, this 
paper presents the PART II study results. 
 

Methodology 
 
A mail questionnaire survey of 180 

businesses was conducted as part of this project. 
Businesses were selected from a database 
maintained by the North Dakota Department of 
Commerce.  Participants of the survey were 
board members of incorporated firms with a 
minimum of twenty employees.  Of the 180 
surveys mailed, 53 were returned.  Eighteen 
were deemed unusable because they were 
completed incorrectly, were not really 
corporations or were subsidiaries owned by out 
of state parent entities that had no local boards 
of directors.  As a result only 35 surveys were 
deemed usable.  While this is short of the 50 
typically expected, it does represent the best 



effort of the researchers to elicit responses 
utilizing the initial survey and follow up.  The 
response rate was 19.4% (35/180).  Personal 
interviews were conducted to further explore 
initial findings derived from the questionnaire. 

A significant amount of information was 
compiled as a result of the survey and personal 
interviews.  It is the intent of the authors to 
present the findings of the study as part of a 
three-part series.   
 

Results 
 

The study validated much of the 
literature noting the lack of formality in board 
functions for small privately held companies.  
Critical factors influencing board function and 
action included needs of the company, abilities 
of the directors, sophistication of ownership and 
management, as well as life cycle stage, percent 
of family ownership and whether or not a 
corporation’s stocks are traded.  The responses 
to survey questions related to board functions 
and operations were summarized under various 
classifications.  The classifications and relative 
numbers for each category were as follows: All 
Responses (35) - further delineated as, Life 
Cycle (Mature - 27, Early and Rapid Growth 
Life - 8). Then Ownership further delineated as 
(100% Family Owned - 16, 51 - 100% Family 
Owned - 9, Less than 51% Family Owned - 9, 
Failed Response - 1), Traded (3). Respondents 
were also asked to provide their opinions 
regarding whether board functions or objectives 
were carried out in an informal or formal 
manner.   

The survey completion instructions 
indicated that... 
 
 
 
 
 
 
 
 

Additionally, the survey noted that... 
 
 
 
 
 
 
 
 
 
 
Data presented at the 2003 SBIDA conference 
centered on the PART I – Primary Functions of 
Service – providing counsel and advice to CEO 
and Management, Fulfill Legal Requirements, 
Long Term Strategy and Policy Formulation and 
Approve Major Investments, Acquisitions and 
Sale of Assets.  Table 1 – Boards of Directors of 
Small Private Companies: Primary Functions – 
Formal, further details the responses based on 
state of Life Cycle and % of Family Ownership.  
As noted in the table the top five functions 
which were rated highest across all 
classifications include... 

 
• Fulfill Legal Requirements (54%) 
• Long Term Strategy and Policy 

Formulation  (46%) 
• Approve Major Investments, Acquisitions 

and Sale of Assets (63%) 
• Select & compensate directors (37%) 
• Select & compensate CEO/Top 

Management (34%) 
 

Most of these functions received high 
percentages across all classifications as shown 
in Table 1.  The data compiled in the study were 
too extensive to completely include in PART II, 
however the complete study is available from 
the authors upon request.  Expanded details 
regarding breakdowns and emphases within 
categories will be provided as part of the last 
paper in the series. 
 

“Informal would mean that such 
formal attention is not brought to bear 
but the objective or function is still 
considered as a primary function to all 
board members as evidenced by 
periodic (at least annual) board 
discussions or actions on the topic.” 
 

“Formal would mean that the
objective or function is documented as
such in a board manual, is included in
the training of old and new board
members, is in the minutes, is included
on a written agenda, etc.” 



Discussion 
 
 The results of the study of board primary 
function assessment reveals high consistency 
with the listing developed by Grant Thornton 
(2001) and other consulting firms including 
NACD (National Association of Corporate 
Directors) and consulting firms to include 
PricewaterhouseCoopers.  Further, the primary 
functions, as well as those that were not rated as 
critical for the board, provide further 
understanding of the wide range of expectations 
and needs small business boards and their 
membership are expected to provide.   
 

Implications 
 
The purpose of this study was to 

examine board functions and operations as 
reflected in the literature to ascertain 
implications and potential applications for small 
non-public corporations. In addition, the intent 
was to set the stage for a review of the changing 
role of board responsibilities as a result of 
unique world and corporate events.  Primary 
Functions – Formal of board operations were 
verified for the most part.  In addition the study 
validated some interesting perspectives with 
regard to how boards of small organizations 
viewed their purpose. The original intent of 
presenting a practical overview of recommended 
practices for boards of small private companies, 
as well as providing a glimpse into how smaller 
companies may be approaching corporate 
governance, was accomplished in part.  The 
project further verified that there are still many 
further opportunities to study the changing roles 
of board members for organizations of all size 
and structure. 
 

References 
 
Cain, Herman, (2002, August) “Leadership: A Boardroom 

View,” NACD Director’s Monthly, 26, 1 - 4. 

Carver, John. (2002) On Board Leadership, San Francisco 
CA: Jossey-Bass. 

Conger, J.A., Lawler III, E.E., and Finegold, D.L. (2001) 
Corporate Boards - Strategies for Adding Value 
at the Top, San Francisco, CA: Jossey-Bass. 

Delaney, Pat (2001) Corporate Governance: Guidelines 
for Small Business, Small Firms Association, 
Tel: 01:6051611. 

Erxleben, Sandra (2002), “Volunteers and your 
Organization,” Bremer Nonprofit Connection, 
Third Quarter, 1. 

Fiegner, Mark, Brown, Bonnie, Dreux, Dirk, and Dennis, 
William (2000), “CEO Stakes and Board 
Composition in Small Private Firms,” 
Entrepreneurship Theory and Practice, 24, 5. 

Hansard, Sara (2002) Regs may snare small fry: Sarbanes-
Oxley sets hurdles on corporate governance. 
Investment News, v6, i50 pl(2) 

George, William (2002, July) “Restoring the Governance 
Balance,” NACD Director’s Monthly, 26, 1 - 4. 

Comtex (2002), Telecommunications Development Fund 
Launches Corporate Governance Course, Online 
Content Highlights Key Considerations for 
Implementing Good Governance Practices in 
Young Companies. www.tdfund.com/ 
bldgboard/bldgboard_index.htm 

Grant Thornton’s (2001) “Modern Corporate Governance 
Practices” www.grantthornton.com/content 
.10810.asp 

Mileham, Patrick (1996), “Boardroom Leadership: Do 
Small and Medium Companies Need Non-
Executive Directors?”  Journal of General 
Management, 22, 14. 

Narva, Richard L. (2001) “Creating Effective Corporate 
Governance in Family Businesses,” 
http://www.genusresources.com/who8.html 

PricewaterhouseCoopers (2003) The message in 
Sarbanes-Oxley, Growing Your Business, 
July/August. 

Teksten, Eric L., Moser, Steven B., Elbert, Dennis J., 
Boards of Directors for Small Businesses and 
Small Private Corporations:  The Changing Role, 
Duties, and Expectations – Part I (2003) 
Proceedings of the National Entrepreneurship 
and Small Business Educators Conference, 52-
57. 

U.S. Bank Publication (2001) Building the New U.S. 
Bancorp , 4 

The McGraw-Hill Companies, Inc.(2002), “What we 
learned in 2002,” Business Week, December, 30, 
2002. 

Thurman, Randy (2000), “The Unique Nature of Small-
Company Boards,” Directors and Boards, 24, 31 

 
 



Ta ble 1
P rim ary Fun ction s - Fo rm al

All  **  **  ** T raded

 ** M ature

E arly &  R apid 

G row th  **

 100%  

Fam ily

 51%  to 100%  

Fam ily

 < 50%  

Fam ily  **

# R espondents 35  ** 27 8  ** 16 9 9  ** 3

Form al  ** Form al  ** Form al Form al Form al  ** Form al
S ervice - providing counsel and advice to 
C E O  and m anagem ent 29%  ** 30% 25%  ** 25% 22% 33%  ** 100%
R esource A cquisition – aid in acquiring 
resources for the com pany 26%  ** 22% 25%  ** 19% 11% 44%  ** 0%

C ontrol - m onitoring function 31%  ** 37% 25%  ** 25% 22% 44%  ** 100%

F ulfill Legal R equirem ents 54%  ** 59% 38%  ** 50% 44% 67%  ** 100%

W indow  D ressing 6%  ** 4% 13%  ** 6% 0% 11%  ** 0%
S tockholder/S takeholder Im provem ent 26%  ** 26% 25%  ** 6% 44% 44%  ** 100%
N etw orking (A ccess to capital, m arkets, 
agencies, people, expertise) 6%  ** 0% 25%  ** 6% 0% 11%  ** 0%
Long T erm  S trategy &  P olicy F orm ulation 46%  ** 41% 63%  ** 56% 22% 44%  ** 33%
Independent A ssessm ent/R eview /A udit of 
m anagem ent 31%  ** 33% 25%  ** 31% 44% 22%  ** 100%
M anagem ent continuity and succession 
planning especially of C E O 20%  ** 22% 13%  ** 25% 11% 11%  ** 33%
S pecialized expertise (financial / international / 
technical) 9%  ** 4% 25%  ** 6% 0% 22%  ** 0%
Innovation (new  venture / product 
developm ent / expansion) 9%  ** 4% 25%  ** 13% 0% 11%  ** 0%
A rbitration (ow ner and non ow ner fam ily 
m em bers / m ultiple ow ners) 6%  ** 4% 13%  ** 6% 11% 0%  ** 0%
C risis M anagem ent 11%  ** 4% 38%  ** 13% 0% 22%  ** 0%
Legal and ethical conduct oversight 29%  ** 26% 38%  ** 38% 11% 22%  ** 33%
E valuate board processes and perform ance 17%  ** 15% 25%  ** 6% 11% 44%  ** 67%
S elect and com pensate directors 37%  ** 37% 38%  ** 25% 33% 67%  ** 67%
S elect and com pensate C E O /T op 
M anagem ent  34%  ** 37% 25%  ** 31% 22% 44%  ** 33%
A ssist in m entoring or training of C E O  and top 
m anagem ent 6%  ** 4% 13%  ** 0% 11% 11%  ** 0%
A ssist in m entoring or training of new  board 
m em bers 0%  ** 0% 0%  ** 0% 0% 0%  ** 0%

Life C ycle %  of Fam ily O w nership
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Introduction 
 
 Competitive advantage is based upon a 
number of critical success factors related to the 
distinctive competencies of a firm.  A study of 
small businesses found six distinctive 
competencies that lead to competitive 
advantage: (1) owner and employee ability, (2) a 
special or unique product, (3) customer service, 
(4) relative quality of product/service, 
(5) location, and (6) low cost and price [7].  As 
discussed below, certain provisions of the Tax 
Reform Act of 1986 were extended on a year-
by-year basis until 1999 when it was extended 
until June 30, 2004 with some modifications[2].  
Even if the Act is not extended beyond June 
2004, the carry-back and carry-forward 
provisions provide an opportunity for the small 
business to improve competitive advantage in 
several of these areas.  Although tax law is 
normally given consideration in many business 
decisions, there is little evidence that some 
important provisions of the Tax Reform Act of 
1986 are used by small business in setting 
competitive strategy.  Proper use of certain tax 
credit provisions of the Act may make some 
projects feasible which would be discarded 
without this consideration.  These activities 
could lead to improved product quality, 
improved customer service, and lower cost.  The 
combination of improved quality and lower 
costs gives a firm the strategic options of 
competing by offering higher quality at current 
prices, offering higher quality at lower prices, or 
in some cases of actually receiving higher prices 
for the higher quality.  Additionally, some firms 
may already qualify for the carry-back and 
carry- forward provisions of the Act if relevant 
business activities are properly documented.  
The carry-back and carry-forward features make 

the use of the tax credits in calculating the cost 
of doing business well worth investigating. 
 Considerable attention has been given to 
many factors of competition a firm might 
employ when attempting to achieve competitive 
advantage.  Models have been developed which 
include consideration of the external 
environment in which government agencies are 
generally lumped together under the term 
"regulatory agencies."   The case studies used as 
learning vehicles in the small business 
management courses often contain financial 
statements which are analyzed by students in 
their study of the cases.  However, the impact of 
using tax law for strategic advantage has been 
ignored in the small business management texts 
except for the mention of taxation rules in 
determining the legal form of business.  Quite 
likely this has occurred because tax law is an 
area considered to fall into one of the functional 
areas of the firm which is taken care of routinely 
in the conduct of business.  The information 
presented in this paper will show that tax law is 
an important consideration in setting 
competitive strategy.  As competition in both the 
industrial and service sectors becomes more 
severe, each firm must seek every legitimate 
means to increase its competitive advantage.  
This applies to setting long-run competitive 
strategies as well as to improving day-to-day 
operations.  Certain provisions in the 1986 Tax 
Reform Act are designed to encourage research 
and innovation which lead to productivity and 
quality improvement.  The tax credits allowed 
for these expenditures can create a financial 
benefit, which, in turn, should enable a small 
business organization to find or increase 
competitive advantages through lower operating 
costs. Presently, tax credits may be allowed for 
such diverse functions as product development, 



engineering, operations, personnel, finance, and 
marketing.   
 

Brief Description of the Act 
 
 The Tax Reform Act of 1986 became 
law on October 22, 1986.  It was the most 
drastic overhaul of the Federal tax system in 
forty years.  Most provisions of the 1986 Tax 
Act directly amend the Internal Revenue Code.  
Consequently, the Internal Revenue Code is 
now known as the Internal Revenue Code of 
1986.  An immediate concern to business was 
the news that the regular investment tax credit 
(ITC) was repealed for property placed in 
service after December 31, 1985.  However, 
certain investment tax credits did remain for 
specified properties and activities of the firm. 
 Of great significance in the Tax Act are 
those rules and definitions concerning the 
investment tax credit that benefit those who are 
taking specific action toward improving their 
competitive position through quality and 
productivity programs. The apparent 
opportunities for small business lie in the 
definitions and descriptions found in the 
Research and Experimental (R&E) expenditures 
tax credit areas of the Act.  The 1986 Act 
extended the existing research credit with some 
important modifications.  The Act reduces the 
R&E expenditure credit to 20 percent and keeps 
the base period rule only for qualified research 
expenses.  The base period is the three-tax-year 
period ending with the tax year immediately 
preceding the tax years beginning after 1986.   
 An important additional feature of these 
tax credits is the fact that they are subject to a 
three year carry-back and fifteen year carry-
forward rule.  (For details on the treatment of 
the carry back and carry forward rules, see 
Smith [6]).   
 The Act introduces a special set of 
operating rules for "basic research expenses," a 
new category that replaces prior law's contract 
research expenses [5].  While the new 
definitions seem more restrictive than the old, it 

is important to explore the opportunities for the 
small business that lie in the new definitions.  
Because of the carry-back provisions, these 
definitions should be evaluated for application 
to activities and programs already in place as 
well as for future activities.   
 The Tax Act defines "qualified research" 
and "qualified research expenses" as follows: 

Qualified Research.   The 1986 Tax Act 
provides that the term "qualified 
research" means research with respect to 
which expenditures may be treated as 
expenses under Code Section 174 if 
undertaken for the purpose of 
discovering information which is 
technological in nature, and the 
application of which is intended to be 
useful in the development of a new or 
improved business component of the 
taxpayer, and substantially all of the 
activities of which constitute elements of 
a process of experimentation as defined. 
Qualified Research Expenses   Qualified 
research expenses include all internal 
and external expenses in the appropriate 
activity categories.  These include:  
wages for qualified expenses, supplier(s) 
used in conducting qualified research, 
and rentals for the use of computer and 
software in qualified research [4]. 
 

Application to the Small Business 
 
 Despite the seemingly restrictive 
definitions and the exclusions in the Code, there 
are many opportunities available to the 
organization to take advantage of R&E 
expenditure tax credits [5].  Several key words 
to consider are Quality, Reliability, 
Performance, and New or Improved Function. 
These are words that relate to day-to-day 
production processes in many firms, including 
service as well as manufacturing.  These 
watchwords are derived from the code definition 
of the term "business component."  Business 
component is defined as: 



"...any product, process, computer 
software, technique, formula, or 
invention that is to be held for sale, 
lease, or license, or used by the taxpayer 
in a trade or business of the taxpayer." 
(Internal Revenue Code Section 
41(d)(2)(B)) 

 If the requirements of a business 
component described above are not met with 
respect to a product but are met with respect to 
one or more elements thereof, the term business 
component means the most significant set of 
elements of such products with respect to which 
all requirements are met.  In other words, there 
is a shrinking back process which allows the 
business to move from applying the definition to 
the end item offered for sale back to the 
components of the product or service until the 
definition is satisfied.   
 The above information sets the stage for 
managers to identify activities in the 
organization that can qualify as business 
components or subsets thereof.  It should be 
noted that qualified research expenses include 
both in-house research expenses and contracted 
research expenses.  However, not included is 
research in the social sciences, arts, or 
humanities, or research funded by government 
agencies.  Additionally, there are special rules 
for production processes (see Internal Revenue 
Code Section 41(d)(2)(C)).  Some examples of 
where the Act applies are as follows: 
* Product design and development - applies to 

new and improved products, but not to 
debugging or correcting functions of 
products already on the market.  However, 
this can include developing a "new and 
improved" version of an existing component 
in, for example, an automotive engine. 

* Process analysis - process quality assurance 
activities designed to produce a better 
product. These go beyond the normal quality 
activities. 

* Process design - research aimed at 
improving the manufacturing processes 
thereby producing higher quality products. 

* Inventory policy - extraordinary efforts 
taken to purchase better parts, not just more 
expensive parts.  Also, above normal efforts 
to increase quality of incoming parts. 

* Quality assurance - extraordinary efforts in 
packaging, shipping and handling, 
preservation, etc., which will help ensure 
quality of the product.  This area also 
includes efforts in getting and using 
feedback from customers if this feedback 
results in improved quality of the products. 

* Automation and advanced technology - 
Leased CAD/CAM work stations, software 
and certain other equipment.  Also, qualified 
research in this area includes the 
development of robotics and software for the 
robotics for use in operating a 
manufacturing process, and the taxpayer's 
research costs of developing the robotics.  
Costs of new or improved internal-use 
software must also meet the requirement that 
the software is innovative (as where the 
software results in a reduction in cost, or 
improvement in speed, that is substantial or 
economically significant), that substantial 
risk is involved in committing the funds to 
the software development, and that the 
software is not commercially available 
without significant modification so that it 
will meet user requirements. 

* Sixty-five percent of qualified outside 
research expenses - A portion of contract 
research can qualify for the credits if this 
research can be shown to improve the firm's 
operations in the same fashion as expenses 
incurred directly by the company.  

 If a firm is considering taking advantage 
of these R&E tax credits, it must be able to 
document not only the expenses, but also that 
they are a departure from normal expenditures 
and how they have resulted in improved quality.  
Detailed records are a necessity. 
 

An Example 
 
 Speedparts has annual sales of around 



$2 million.  The president of the firm initiated a 
project for quality improvement called “Top 
Quality.”  The project started in 1995 with an 
allocation of $50,000 to the project. The same 
amount was allocated in 1996 with an increase 
to $60,000 in 1997(current year for the example) 
to qualified R & E expenses.  Speedparts has the 
option of selecting the higher tax credit based on 
the three year average or 50% of the current 
year’s qualified expenses. A comparison of 
these base amounts shows the following. 

1) 3 year avg = 
$(50,00+50,000+60,000)/3 yrs = 
$53,333.33  

2) 50% of $60,000 = $30,000 

So, Speedparts would choose a tax credit based 
on the larger qualified amount of $53,333.  This 
would provide a tax credit of .20 X $53,333 = 
$10,666.  
 

Conclusions and Recommendations 
 
The information and the example 

provided indicate opportunities to improve five 
of the distinct competencies.  These are:  
(1) owner and employee ability through training 
programs, (2) opportunity to develop special or 
unique products, (3) improve customer service, 
(4) improve quality, and (5) achieve lower costs.  
The distinctive competence, location, may or 
may not be impacted.  The incentives to 
improve quality and productivity covered above 
should be considered in light of developing 
competitive strategy, for aiding in the strategic 
decision processes concerning the employment 
of new technologies, and expansion into areas 
such as new product lines.  Other crucial 
provisions of the Tax Act which impact the firm 
were not covered here since the intent was to 
focus on the Research and Experimental tax 
credit provisions.  Businesses should take 
advantage of the expertise of their own staff or, 
if necessary, a major accounting firm for 
guidance in this important area.  The potential 
cost savings are significant and may well allow 

a given firm to compete in situations where the 
margin of the R&E tax credit makes the 
difference between profit and loss. 
 It is recommended that businesses 
aggressively pursue this matter, because not 
only will it affect future earnings, but some 
activities of the past three years may also be 
eligible for inclusion.  For firms involved in 
expenditures for expansion, proper employment 
of the Tax Act provisions could provide 
significant advantage and decrease the break-
even time or volume for a product.  
Academicians should investigate the tax law 
area to determine the appropriateness of 
including it in the strategic management and 
small business management courses.   
Consultants or counselors for small businesses 
should ensure that their clients are aware of the 
benefits available to those firms making definite 
efforts to increase productivity and quality. 
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Abstract 
 
 Though Employment Practices Liability Insurance is important in today’s business world, it has 
actually been around for over 70 years.  Starting in the 1930’s the government began to regulate the 
workplace with respect to child labor, occupational hazards, minimum wage, overtime, and unions.  
Employment issues account for the single largest kind of litigation in today’s court.  The three major 
issues facing employers today are discrimination, sexual harassment, and wrongful termination.  
Claims in these areas have resulted in high legal fees, substantial public relations damages, and an 
immeasurable emotional toll on workers throughout organizations, regardless of the verdict.  Jury 
awards continue to rise, increasing 44 percent during 1999 and 2000.  This paper reviews EPLI 
literature with respect to policy coverage, trends, limitations, risk management and prevention 
strategies.  It reports the results of a survey of small business owners, including demographics, as well 
as specific information regarding EPLI policies actually purchased.  It also includes information 
regarding the type of training in the small businesses surveyed which was the result of EPLI audits by 
insurance companies. 
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Introduction 

 

 
When forming a business, there are 

many start up decisions that an entrepreneur 
must consider.  Some of the issues include 
properly naming the business; creating a 
business plan, start up capital, and the concern 
of failure, as well as many other aspects.  
Another major issue that an entrepreneur will 
have to face is the type of legal entity to choose 
upon start up and the pros and cons surrounding 
the legal form once it has been chosen. 

Choosing the name of the company is 
very important.  It is important to have the 
business name portray the proper image for the 
company.  It should tell the consumer what type 
of business it is and what the principle line of 
business is.  It is also important to know whether 
the state requires restricted words in the 
business name.  For example, the state may 
require the business to have the word 
Corporation (Corp.), Incorporated (Inc.) or 
Limited Liability Company (LLC), behind the 
business name.  Instead of having just Smith 
Construction, they may require them to use 
Smith Construction, LLC or Smith 
Construction, Inc. depending on their entity.  It 
needs to be unique from any other business 
name and must be recorded with the state 
(Business Filings Incorporated).   

A comprehensive business plan is the 
foundation of a good business.  Without it, the 
entrepreneur has no direction or idea of where 
he is going or how he is going to get there.  
When making a business plan, the entrepreneur 
must consider what it takes to be successful by 
addressing the risks and opportunities that are 
involved.  They should also consider the 
industry and if there is a need for that type of 
business in the community or if that community 

is already saturated in that type of business.  
Another consideration with industry is whether 
there will be a future need for the business and if 
the industry has opportunity for growth. They 
will want to know the information that is 
included in the business plan and it will show 
them how serious the entrepreneur is in forming 
the business and being successful at it (Tucker, 
Tax and Financial Considerations).  

There are many choices as to which 
entity to choose for a business.  To name a few, 
there are sole-proprietorships, partnerships, C 
corporations, S corporations and limited liability 
companies.  This is a very important decision 
when it comes to starting a business.  It decides 
how the business is viewed for taxation, 
ownership requirements, liability issues and 
many other issues (Tucker, Tax and Financial 
Considerations). 

Another important concern that the 
entrepreneur must consider is start up capital.  
They must have enough working capital to start 
up the business and enough to support the 
business until it takes off and is able to be self-
supportive.  Entrepreneurs usually do not 
anticipate the actual cash that is needed to start a 
business.  They must have enough money to 
begin operations, account for unexpected 
slowdowns, carry inventory and receivables and 
if needed to expand.  Many times entrepreneurs 
cannot obtain bank loans to start a business and 
they must have the initial capital for start up.  
Many times when banks do provide loans they 
will want collateral and personal guarantees 
(Tucker, Tax and Financial Considerations).   

Using personal money for the start up 
can be a huge financial risk, as well as a big 
personal sacrifice. A potential entrepreneur 
needs to have the support and enthusiasm of 



family and friends to be successful.  When the 
business is first formed, the entrepreneur is 
usually the only employee and even when there 
are other employees they must usually be there 
during all hours of operation.  This is a huge 
personal sacrifice for them, as well as for their 
families (Tucker, Tax and Financial 
Considerations). 

The business entity that is chosen is also 
important in instances where the business fails.  
There are different rules and regulations for 
losses and for bankruptcy filings depending on 
the entity of the business.  Even though the 
entrepreneur does not want to consider losses 
and bankruptcy at the start up of the business, it 
should be an important concern because it could 
be a possibility.  They must consider how it will 
affect them later, for example, they should know 
if they will be personally liable for the loans and 
debts of the business or if they can be sued 
personally for the business’s relations. 

With S corporations and limited liability 
companies, the entrepreneur can have the same 
taxation considerations as the sole 
proprietorships and partnerships but can also 
have the advantage of limited liability.  This will 
allow them to be separate from the business if 
the threat of bankruptcy or being sued happens.  
Although they have limited liability this is not 
totally free liability coverage.  If they are 
personally negligent, they can still be sued for 
certain things.  With or without having limited 
liability, the entrepreneur should still get a 
liability policy to help in situations of 
negligence.   

Industry 
 
 The business and accounting industries 
are growing rapidly.  Everyday there is an 
increase in the number of new businesses being 
formed.  There are currently more than 7,200 
local and regional accounting firms in the U.S. 
that are generally organized as partnerships or 
sole proprietorships (University of North 
Carolina Website).   

The largest accounting firms today make 
up the "Big 5." They include Arthur Andersen 
LLP, Deloitte & Toche LLP, Ernst & Young 
LLP, KPMG LLP, and PricewaterhouseCoopers 
LLP. They were founded over 100 years ago 
and have become highly regarded as the 
established leaders in the auditing and 
accounting profession.  The Big 5 are 
international consulting and accounting firms 
and they are limited liability partnerships.  The 
typical size of their U.S. firms is 90 offices, 
1,500 partners and 15,500 employees and 
globally they average about 100,000 employees 
serving clients across 130 countries.  They are 
focusing primarily on globalization efforts 
towards branding, marketing, providing 
consistent service delivery, a common 
infrastructure and gaining access to additional 
capital resources.  They are establishing 
international presence through international 
affiliations.  One of the main problems they 
must always continue working on is to be an 
integrated global firm that can act as one unified 
firm and deliver uniform worldwide services 
while implementing consistent business policies 
(University of North Carolina Website).   

The next three largest firms are BDO 
Seidman, LLP, Grant Thornton LLP and 
McGladrey & Pullen, LLP.  The average size of 
their U.S. firms include 47 offices, 330 partners 
and 2,200 employees and globally they average 
480 offices across 80 countries.  They are also 
international accounting and consulting firms 
and limited liability partnerships.  The primary 
clients they serve include the middle market or 
entrepreneurial clients.  With increasing 



competition, these firms have started adopting 
some of the same growth strategies and focuses 
as the Big 5 firms (University of North Carolina 
Website).   
 

Trends 
 
 When talking about the accounting 
industry, there are many trends to consider.  
With more and more businesses being formed, 
there is more competition and a need for 
companies to present their “sizzle” to make 
them stand out to consumers.  Just a few of the 
accounting trends that businesses need to be 
aware of are globalization, skill and education, 
accountant’s image, technology, and new laws 
and regulations.  
 The increase in competition has led 
many companies to expand internationally and 
gain access to new markets and consumers.  
Globalization is providing firms with a source of 
growth while allowing them to increase their 
competitiveness, increase their expertise and 
satisfy demand.  They are able to provide 
products to markets where there is more demand 
than supply or where there is no supply.  This 
also allows the company to try and sell products 
to different markets that they were unable to sell 
in other markets (PricewaterhouseCoopers).   
 Not only is there more competition for 
businesses but there is also more competition for 
accountants and Certified Public Accountants 
(CPAs).  Beginning in 2000, more than 30 states 
passed laws to require a fifth year of education 
to be eligible to sit for the CPA exam.  This was 
passed due to a more competitive business 
environment and the needed increase in skill 
level.  With more globalization and businesses 
becoming more complex, there is a need for 
people to be more knowledgeable.  There is a 
high demand for people with technical skills, 
foreign language skills, and people with industry 
and international experience.  With the need for 
experience, there is less demand for the college 
graduate.  The companies are more interested in 

the graduates that have also received their MBA 
or who are CPAs (Careers in Accounting).  

With the current issues surrounding 
Enron and WorldCom, the accounting industry 
is trying to change their image.  The AICPA has 
launched a $3 million campaign to spread the 
word about how CPA’s add value.  They are 
also trying to recreate a positive image of 
accountants.  Mitchell Klein, a partner of 
Fasman, Klein & Feldstein, an accounting firm 
in New York, said, “Too many people associate 
accountants with death, tax and bad news and 
question our integrity because of the big audit 
failures that major accounting firms have failed 
to catch.”  With many people associating 
accountants to death, tax and bad news, the 
AICPA has a lot of work to do to change the 
image of accountants (Careers in Accounting).  
 The accounting industry relies heavily 
on computer information systems.  There is a 
growth towards more technology and easy to 
use systems.  An example of the use of 
accounting information systems is the software 
that provides the ability to file taxes 
electronically over the Internet.  There are many 
systems to help in the areas of accounting, 
auditing, and controls (Cardiff Business 
School).  
 Tax laws are changing all the time to 
incorporate new areas of concern.  There is new 
legislation cracking down on business and 
corporate leaders for wrongdoing and fraud.  
The Sarbanes-Oxley Act is a regulation that 
includes a wide range of topics discussing 
corporate responsibility.  It was placed into 
legislation to increase investor confidence due to 
the recent corporate scandals (Crimmins).  It 
makes executives sign off on their books and to 
establish and maintain strict internal controls to 
ensure proper financial reporting.  Many of the 
accounting firms are raising their fees to help 
account for the increase in time, risk, and 
accountability for their audits.  According to a 
survey by Financial Executive International, 
many companies expect to pay 35 percent more 
on average for additional audit work and 



25 percent of them expect the fee to increase at 
least 50 percent (Nelson).  The legislation also 
covers the role of attorneys who represent public 
companies by requiring them to step forward 
and report any evidence of material violations to 
the company’s CEO.  If the CEO fails to 
respond to the violation, the attorney then must 
report it to the audit committee and continue 
until the issue is resolved (Crimmins).   
 The Job Creation and Worker Assistance 
Act of 2002 has provided many incentives to 
increase corporate spending.  The main 
incentive is “the 30% first-year special-
depreciation allowance.”  This act increases the 
amount of depreciation that businesses are 
allowed to claim for the year that they acquired 
the eligible property.  The eligible property 
includes computers, office equipment and 
furniture; vehicles used 50% or more for 
business, as well as other items.  The eligible 
property must have been acquired after 
September 10, 2001 to qualify for the 
allowance.  

With the Jobs and Growth Tax Relief 
Reconciliation Act of 2003, the special 
depreciation is increasing from the 30 percent to 
50 percent for property acquired after May 5, 
2003 and before January 1, 2005.  Just like the 
30 percent special depreciation, the 50 percent 
special depreciation is in addition to the regular 
depreciation and the current Section 179 
deduction (CCH Tax Group).  
 

Objectives 
 
 The objectives of this paper target 
operational procedures and considerations that 
an entrepreneur must evaluate when buying or 
starting a business.  There will be a discussion 
of the different types of entities that an 
entrepreneur must compare to see what legal 
form best fits the business.  The discussion will 
include a definition of the entity, its advantages 
and disadvantages, which include the allowable 
number of members or shareholders, taxation, 
and liability issues.   

After discussing the types of entities, 
another issue of relevance to a business owner is 
the risk of failure and bankruptcy.  The three 
types of bankruptcy that will be discussed 
include Chapter 7, Chapter 11, and Chapter 13.  
After touching on bankruptcy, including some 
alternatives and costs associated with it, an 
executive summary from the small business 
perspective will be analyzed.   
 

Sole Proprietorship 
 
 The simplest form of business is the sole 
proprietorship.  A sole proprietorship is a single 
business owner.  A major advantage of a sole 
proprietorship is that administration, 
organization, legal and accounting costs, as well 
as federal and state income taxes, are usually 
lower.  Some of the disadvantages are paying 
self-employment tax, personal liability and 
limited fringe benefits (Gear Up Tax Seminar).  
The sole proprietor is taxed at the personal level 
for the business income and is personally liable 
for the business debts (Koelbl).  They are 
limited on fringe benefits because of the cost 
associated with having life insurance, retirement 
accounts, and medical premiums.  The sole 
proprietor separates a portion of their personal 
assets and uses them in business.  There are no 
legal filings required to be a sole proprietorship 
(Gear Up Tax Seminar).   
 

General Partnerships 
 
 After 1996 to be classified as a 
partnership for federal tax purposes, there had to 
be two or more members and they could not be 
any of the following.  They could not be an 
insurance company, tax-exempt organization, 
real estate investment trust, any organization 
that is filing as a corporation, and there are 
many more requirements (IRS).   

Two or more individuals or legal entities 
may form a partnership.  There are no legal 
filings required to be classified as a partnership 
(Gear Up Tax Seminar).  The owners or general 



partners usually will have a written partnership 
agreement to cover legalities of the business.  
For example, it includes who the partners are 
and their ownership percentages.  The partners 
are taxed for their share of profits and losses at 
the individual level.  Each partner can conduct 
business for the partnership for which the 
partnership is liable.  The partners are personally 
liable for the debts of the partnership.  If the 
partnership does not have enough money to 
cover the debt, then the creditors will go after 
the partners.  If some of the partners are unable 
to pay, the creditors will go after the other 
partners who do have money and get the amount 
owed (Koelbl).   
 

Limited Partnerships 
 
 Limited Partnerships are the same as 
general partnerships except for the rule of 
liability and partners.  Limited partnerships have 
two types of partners, general partners and 
limited partners.  The limited partners who do 
not actively participate in the partnership 
operations are not personal liable for the 
partnership debt.  Their only risk is the amount 
of capital they have invested in the limited 
partnership.  The general partners are still 
personally liable for the partnership debt 
(Koelbl). 
 

C Corporations 
 
 C corporations or corporations are a 
legal entity that exists separately for its owners.  
To incorporate, articles of incorporation must be 
filed with the state.  They must possess at least 
three of the following characteristics of limited 
liability, free transferability of interests, 
continuity of life or centralized management 
(Gear Up Tax Seminar).  They have one major 
advantage of limited liability.  This protects the 
owners from personally being sued or being 
responsible for the debts or loans of the 
corporation.  They are only liable for their 
investments in their capital stock of the 

corporation.  Corporations are usually able to 
provide fringe benefits to shareholders or 
employees like term life insurance, medical 
reimbursement plans, and medical insurance 
premiums (Gear Up Tax Seminar).  
Corporations are usually taxed as a separate 
legal entity, which means they have double 
taxation (Koelbl).  The corporation pays tax on 
their income and then the shareholders pay tax 
on the dividends that they receive (Gear Up Tax 
Seminar). 
 

S Corporations 
 
 In 1958, S corporations were introduced 
into federal tax law to give business owners 
some of the benefits of partnerships and some of 
the benefits of corporations.  Business owners 
could elect to change their entity to an S 
corporation to gain protection against creditors 
that was provided by being a corporation but 
also being able to avoid the double taxation that 
comes with being a corporation.  In 1986, S 
corporations became popular again when new 
rules for C corporations became less attractive 
as a business entity (Tucker, S Corporations).  
The S corporation has perpetual existence 
(Oster).  
 For a business to qualify as a small 
business corporation or S corporation, the 
business must be a domestic corporation with 75 
or fewer shareholders, be an eligible 
corporation, and have only one class of stock.  
To become an S corporation, all corporate 
shareholders must consent to the election.  The 
S corporation election must be made within the 
first three months that the business is operating.  
If the corporation revokes the election for any 
taxable year, it is terminated permanently 
(Tucker, S Corporations). 
 To be an eligible corporation, the S 
corporation must follow these requirements.  
The corporation must have 75 or fewer 
shareholders and there are certain requirements 
of the shareholders.  A husband and wife are 
treated as one shareholder as long as they are 



both U.S. citizens.  If they were to get divorced, 
they are treated as separate shareholders if both 
own stock (Tucker, S Corporations).   

There are limitations on who may be 
shareholders of an S corporation.  An eligible 
shareholder includes any individual who is a 
U.S. citizen or resident alien, estates, certain 
trusts, charitable organizations, pension trusts 
(excluding IRAs) and employee stock 
ownership plans.  Some ineligible shareholders 
include C corporations, non-resident aliens, 
partnerships, and foreign trusts.  Since 1997, S 
corporations have been allowed to own 
100 percent of qualified subchapter S 
subsidiaries (Tucker, S Corporations). 
 The articles of incorporation determine if 
the S corporation will have more than one class 
of stock (Tucker, S Corporations).  The stock of 
an S corporation is freely transferable, which 
means a shareholder can sell their interest 
without obtaining the approval of the other 
shareholders (Oster). 
 The aspect of taxation is one of the most 
attractive features of the S corporation.  The 
entity itself is not taxed and only the 
shareholders are taxed (Tucker, S Corporations).  
The percentage of ownership determines the 
percentage of pass-through income.  Another 
advantage of the S corporation is avoidance of 
self-employment taxes (Oster) and they are not 
subject to FICA tax on the net income, but only 
on the wages.  If the shareholders take out 
distributions of profit they must take out a 
reasonable salary (Gear Up Tax Seminar). 
 

Limited Liability Companies 
 
 In 1977, Wyoming was the first state to 
adopt the limited liability companies (LLC) 
legislation and in 1988 the Internal Revenue 
Service determined that a Wyoming LLC would 
be treated as a partnership for federal income tax 
purposes.  The limited liability company is an 
organization that was formed under state law to 
combine the advantages of corporation’s limited 
liability and the advantages of partnership’s 

income tax treatment.  IRS regulation states that 
multiple member LLCs are automatically treated 
as partnerships if formed in the U.S. after 
December 31, 1996, unless an election is made 
to be treated as a corporation. Single member 
LLCs are automatically treated as a sole 
proprietorship unless an election is made to be 
treated as a corporation (Mellon).   
 Limited liability companies seem to have 
the advantages of both corporations and 
partnerships.  Unlike S corporations, LLCs are 
not limited on the number of members and can 
have non-U.S. citizens as shareholders.  They 
can also be owned by C corporations, S 
corporations, trusts, partnerships, or other LLCs.  
LLCs usually have a limited life span.  The 
death or withdrawal of member can cause the 
LLCs to automatically dissolve.  The stock 
ownership interests of LLCs are not freely 
transferable.  The members of LLCs would need 
the approval of the other members to sell their 
interest in the LLC.  They also provide their 
members with protection from personal liability 
and allow for pass through taxation to the 
stockholders.  LLCs can have many different 
classes of stock and the percentage of pass-
through income is not tied to the ownership 
percentages (Oster).           
 

Bankruptcy 
 

Although many business entrepreneurs 
want to avoid discussing bankruptcy and the 
chance of failure, it is an important issue that 
needs to be thought about before starting a 
business.  They need to consider what will 
happen to them if they are personally liable for 
the debts of the business, if they have personally 
backed any of the business loans, or if they can 
be sued personally.  When a company decides to 
file for bankruptcy, they have three types to 
choose from which include Chapter 7, Chapter 
11 or Chapter 13.  

Chapter 7 company bankruptcy, a 
liquidation filing, is the most common type of 
filing.  This is usually the choice of bankruptcy 



when there is no chance of reorganizing or 
turning the company around.  At this point, the 
company is usually considered a lost cause.  The 
company files the bankruptcy with the court and 
the court selects a trustee to oversee the 
liquidation and makes sure that the money goes 
to the creditors.  After the attorney fees and 
creditors get paid, any money left over goes to 
the owner (Metro Statute Advisors).    

When the company is profitable but has 
too much debt, they will usually file a Chapter 
11 company bankruptcy.  Chapter 11 allows 
companies to continue to run while the owners 
or stockholders and the creditors discuss and try 
to agree on reorganization.  There are two 
concerns with Chapter 11.  First the creditors 
usually end up owning most of the company and 
second the company usually cannot afford the 
legal fees associated with a Chapter 11 
bankruptcy.  When the company cannot afford 
the fees, the judge will convert them in to a 
Chapter 7 bankruptcy (Metro Statute Advisors).  
Usually four out of five firms do not survive a 
Chapter 11 company bankruptcy filing.  They 
usually do not have the sufficient funds that are 
needed in order to pay the legal and court fees.  
The minimum a company must have is $100,000 
and most medium-sized companies need over 
$1 million (Applegate). 

Chapter 13-company bankruptcy is the 
filing for individuals and sole proprietorships.  
To qualify for Chapter 13 filing, there must be 
less than $750,000 in secured debts and 
$250,000 in unsecured debt.  With Chapter 13, 
the individual plans a reorganization plan and 
the creditors do not have a vote on the plan.  
Chapter 13 allows the individual up to three 
years to repay the creditors (Metro Statute 
Advisors). 

When the first sign of running out of 
money appears, take the time to think before 
going and filing for bankruptcy.  Some 
alternatives or choices to avoid bankruptcy 
include individual negotiations with creditors, 
slashing costs, taking control of the cash 
spending, and selling receivables for cash.  The 

owner can talk to the creditors and sometimes 
get their debt reduced by 50% to 75% and get 
their payments stretched out over a longer time 
period.   

 
Conclusion 

 
 When thinking of buying or starting a 
business there are many aspects and alternatives 
to consider and choose.  This chart provides a 
simplified overview of the comparisons of the 
different types of business entities.  
From: Business Filings Incorporated Website. 
www.bizfilings.com/learning/comparison.htm 

One of the first things to consider is the 
issue of liability and how much risk is involved 
in the business or industry.  If it is a business 
where the possibility of being sued is high, the 
owner needs to consider how important it is to 
be protected personally if someone tries to sue.  
New business owners also need to personally 
protect themselves from being liable for the 
debts of the business if the business goes 
bankrupt or is sued.  Another major issue is 
taxation.  If the owner wants to avoid double 
taxation, they should avoid forming a 
corporation.  These are the main two issues to 
consider when forming a business although 
there are other issues that need consideration.  
From the small business point of view, the 
entrepreneur should want the advantages of 
limited liability, as well as individual taxation.  
Someone considering forming a sole 
proprietorship could become a limited liability 
company and have individual taxation and 
limited liability.  The limited liability company 
seems to be the most advantageous to someone 
who is considering forming a sole proprietorship 
or a partnership.   
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Abstract 
 
 Micro-enterprise loan programs have several different definitions. A common definition would 
be a loan under $35,000 to an entrepreneur that does not qualify for tradition bank financing. Micro 
loans have helped thousand of entrepreneurs start their first enterprise.  In the early years of its history 
most of the programs tended to be in the under developed Countries and were peer based lending 
programs.  Today it is estimated there are in excess of 300 various micro-enterprise lending programs. 
This purpose of this paper is to present an overview of the micro-enterprise loan programs, how they 
work and provide some success stories. Also, the paper will highlight the primary players in the micro-
enterprise loan programs in the state of Colorado.   
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Abstract 
 
 This paper discusses the relevance of incubation programs as instrumental ways for the 
emergence of new businesses in a developing nation.  The purpose of the paper is to propose an 
alternative approach to the creation of incubators that is better suited to a developing nation. 
 In the first section, we describe the extant literature of the incubation process and the 
advantages involved in deploying specialized, business-supportive activities.  This traditional process 
is described as the linear model for incubators.  It is largely based on a rational decision making model 
that is very well documented in Europe and the United States. 
 This process is argued to be largely ineffective in developing nations.  We argue this Euro-
American incubator process is efficient only at a stage where markets and economic actors assemble 
automatically. That is, the joint action is feasible only in economies where all actors, including the 
government, are aware of their role and expected behavior.   
 In the next section, using a case method, we evaluate the difficulties and constraints faced by 
entrepreneurs in Peru who are trying to create their own enterprise.  We highlight the fallacy of 
adapting the linear model to a developing nation such as Peru.   
 In the third section, we then propose a systemic approach where the incubation process is 
designed to receive support from committed institutions, which add value at every stage of the process. 
Backward linkages, technology transfer from overseas, public-private mechanisms to guarantee loan 
financing institutions and venture capitals, and mentoring programs by domestic enterprises, among 
others, are some of the key elements that configure a circular dynamic for successful incubations in 
developing economies like Perú. This proposed model is called a circular model for incubators. 
 The paper concludes by discussing how the circular model is better suited for creating 
incubators in developing nations.  The implications to policy makers, economic development leaders, 
and academicians are discussed. 
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Abstract 
 
 This study tests a portion of Jaques' theory of equitable payment, using two samples of small to 
medium sized business owners in Germany and Austria.  Results support Jaques' proposition about 
who would be satisfied with their pay level and who would be dissatisfied. 
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Abstract 

 
 The initial stages in export market 
development call for firms to identify potential 
international markets. Many authors have 
attempted to identify generic criteria in an 
attempt to select the most appropriate market or 
markets from a range of potential international 
markets. Successful international managers 
thrive on timely information. It is very 
important, therefore, that SBI/SBDC counselors 
be able to gather foreign market information and 
apply it to decision making for small- and 
medium-sized enterprises (SME) interested in 
entering international markets. Obtaining the 
necessary factual and interpretive information to 
achieve a through understanding of another 
environment may require a significant amount 
of time, resources, and expertise. Given the 
scarcity of such resources in many SME’s, this 
paper discusses an efficient and effective way to 
gather preliminary screening information on 
international markets through the use of the U.S. 
International Trade Commission database 
online. As an illustration of its application, the 
database was used to identify export 
opportunities in the Latin American market for a 
used bakery equipment distributor. 
 

Introduction 
 

Just a few decades ago, foreign trade was 
not particularly important to the U. S. economy. 
As recently as 1970, the United States exported 
only $57 billion of goods and services, worth 
approximately 5.5 percent of the GDP. By 2001, 
however, the United States exported roughly 
$1.05 trillion of goods, worth around 10 percent 

of the GDP (Statistical Abstract of the United 
States, 2002). The doubling of exports as a 
percentage of the country’s GDP over the last 31 
years is just one dimension of the growing 
interdependency of foreign countries and U. S. 
businesses.  

Large companies have long realized the 
advantages of exporting and have reaped the 
benefits of international trade. Congressman 
Donald Manzullo has estimated that while there 
are thousands of small- or medium-sized 
enterprises (SME) currently exporting, an equal 
number have the potential to do so, but are not 
(Manzullo, 2003). These SME’s probably 
determine as a priority the focus of their 
resources on developing the domestic market, 
and possibly also feel intimidated and 
overwhelmed by the world market, and 
therefore; have been reluctant to consider 
overseas marketing efforts (Stewart, 1994). 
Upon further investigation though, they maybe 
surprised to discover that developing an export 
program may be easier than expected, given the 
right guidance. One of the most important 
factors that a SME needs to consider is whether 
a market potential exists for a given product in a 
specific foreign market. 

For a SME contemplating entering 
international markets for the first time, 
information must be collected to assess the 
investment climate and the market potential in 
all countries to be considered, as well as the 
risks and costs associated with operating in these 
different environments. The aim is not to 
conduct a painstaking and detailed analysis of 
the world on a market-by-market basis but 
instead to utilize a broad-brush approach. 
Accomplished quickly at low cost, this can 
narrow down the possibilities for international 



activities. Root (1994), Samli (1972) and 
Cavusgil (1985) have recommended foreign 
country screening as a cost effective method of 
identifying potential markets. 

Such an approach should begin with a 
cursory analysis of general market variables 
such as total and per capita GDP, mortality 
rates, and population figures. Although these 
factors themselves will not provide detailed 
market information, they will enable the SME to 
determine whether the SME’s objectives might 
be met in those markets. For example, highly 
price labor saving consumer products may not 
be successful in a country with very low income. 
Such a cursory evaluation will help reduce the 
number of markets to be considered to a more 
manageable number. Many sources suggest 
ways in which a company can assess the general 
market variables. Sami and Hill (1998), Cellich 
and Cavusgil (1995), Kumar, Stam and 
Joachimsthaler (1994), Miller (1993), Rao 
(1979), and Moyer (1968) have attempted to 
identify generic criteria for potential foreign 
market selection as one factor of importance to a 
firm’s exporting success. 

Next, the SME will require information 
on each individual market for a preliminary 
evaluation. This information typically locates 
the fastest-growing markets, the largest markets 
for a particular product, and market trends. 
Although precise and detailed information for 
each product probably cannot be obtained, it is 
available for general product categories such as 
bakery equipment. 

A major problem in the initial 
assessment stage is the bewildering array of 
sources of information available. For example, 
such sources include the U. S. government’s 
Trade Information Center, the nearest district 
office of the department of Commerce’s 
International Trade Administration, industry 
specialists who are available for expert 
counseling, state governments are a prime 
source of assistance, industry trade associations 
are also useful as are private consulting firms 
and the business department within major 

universities (see Business America, 1992, 
Czinkota, 1996).  

However, the typical SME does not have 
the resources of a large multinational 
corporation at its disposal to gather much of the 
relevant information. For example, a personal 
visit with an executive or leading member of a 
trade association in the country of interest may 
be initiated to obtain first hand knowledge as to 
the culture of the country (Axtell, 1989). The 
SME, however, may not have the capital for 
such a visit. Despite the difficulty of obtaining 
the variety of appropriate information for SME’s 
interested in international operations, some other 
cost effective methods must be considered for 
organizing intelligence that most vitally affect 
the firm.  

In assessing current market potential and 
forecasting future demand, reliable data are 
required. However, as noted in many sources, 
the quality and availability of data frequently are 
inadequate (Matthews, Duckwitz, Davies and 
Peloso, 1999; Russow and Okoroafo, 1996; 
Stobaugh, 1969; Davidson. 1980). Nevertheless, 
estimates of market potential must be attempted 
in order to ascertain if a market exists. Despite 
the many limitations, there are approaches the 
SME can take to market potential estimation 
usable with available information. The success 
of these approaches relies on the availability of 
the businessperson to find meaningful 
information. Many times a business rushes into 
collecting expensive primary data when similar 
information may already be available from 
published or other secondary sources. In many 
cases the information needed is there for the 
taking. One just has to know where to look.  
 Increasingly, international marketing 
information is available in the form of electronic 
databases, ranging from the latest news on 
product developments to new writings in the 
academic and trade press and the latest updates 
in international trade statistics. Thousands of 
databases are available online worldwide. While 
there are a large number of excellent 
commercially available data sources, such as 



Compustat, ABI-Inform, and Lexis-Nexis, many 
of these services are available for a subscription 
fee and often require payment on an as-used 
basis. However, if your research needs do not 
justify spending thousands of dollars a month on 
commercial database subscription fees, then 
there are publicly available sources, either free 
or for a nominal charge. Because of their rapid 
updates, their convenience of access, and their 
extensive research capabilities, electronic 
databases will become a key information source.  
Thanks to information technology and the 
Internet with its Networks, e-mail and easy-to-
access databases, it is enabling SME’s to play 
ball with the big boys. Today SME’s can gather 
international intelligence from the comfort of 
their keyboards, if they know where to look. It is 
a powerful means for generating and exploiting 
a competitive advantage, and the Internet is 
playing an increasingly important role as an end 
to that means. The Internet makes this task 
easier and more cost effective.  

This paper examines from a SME 
perspective, the use of the Internet as an 
international intelligence tool for gleaning 
online details in the preliminary screening stage. 
This analysis merely highlights to the SME that 
attention should be focused on a product-market 
alternative for further in-depth analysis. This 
type of preliminary analysis is sufficient for the 
SME, since the objective is to screen and 
identify opportunities for further study and 
analysis where additional qualitative and 
quantitative factors could be considered. For 
instance, such an in-depth analysis can follow 
the framework of Keegan’s (1999) “Global 
Business Intelligence System.” This paper 
shows how to use an electronic database to track 
the exports or imports of specific products, 
using an SBI case application.   

 
Building the International  

Knowledge Base 
 
The following discussion illustrates the 

way in which the Internet can be used by a small 

business, a supplier of used bakery equipment, 
interested in expanding to the Latin American 
market. An international database will be 
developed in this situation to screen for high 
export opportunity markets that will be used for 
in-depth analysis at the next stage of the 
evaluation process.  

One of the biggest challenges of doing 
international research is the availability of data. 
In addition, the data should be as recent as 
possible, especially if the concern is to identify 
small business export opportunities. Also, in 
order for the results to have usefulness and 
relevance to small business exporters, the data 
should be as detailed as possible. Only in this 
way can the potential exporter be in a better 
position to identify the markets for closer study. 
 
Trade Classifications 

Before using trade data you must 
understand the trade classification systems, 
because almost all export and import 
information are released using these codes. The 
primary system used worldwide is the Standard 
International Trade Classifications (SITC) and is 
maintained by the United Nations. Like the SIC 
and NAICS industrial coding systems, the SITC 
numeric codes are arranged in a hierarchy. The 
fewer the digits, the more aggregated or broader 
the commodity’s level (i.e., all foods), while the 
greater number of digits, the finer the level or 
disaggregation (a very specific food item). 
Where does one go for the full list of SITC 
codes? One of the best sources for all types of 
trade information is the United States 
International Trade Commission, or USITC. The 
commission has created a special website 
devoted just to providing trade data (http://data 
web.usitc.gov). The home page of this website is 
pictured in Figure 1.  

To find the list of detailed SITC codes, 
pick the Lookup for HTS/SIC/SITC/NAICS/ 
End-Use descriptions link located under the ITC 
Trade DataWeb heading. This brings up the 
screen shown in Figure 2. To find an SITC code, 
click on the circle next to the appropriate level 



of detail and click the List Items button. This 
will crate a table of SITC codes and 
descriptions. To find the SITC code for bakery 
equipment, searching through all five-digit SITC 
entries shows the relevant code is 72722. See 
Figure 3. 

 
How Much is Exported? 

To find how much of a particular product 
is exported from the United States go back to the 
U.S. International Trade Commission’s 
DataWeb homepage, Figure 1, and pick ITC 
Trade DataWeb. As an illustration of how to use 
the DataWeb system, let’s answer the SBI 
scenario in which the client is interested in 
exporting bakery equipment to Latin America. 
How much equipment (SITC 72722) did the 
U.S. export last year? Or in previous years? 
Which countries bought the equipment? The 
first step to using the DataWeb is to create an 
account, which is free to all users. Figure 4 
shows the “create a new account and login” 
screen.  Once the account is created you can 
login to the site. After successful login, Figure 5 
will appear. This page lets you decide to track 
import or export data and the rough time frame 
needed. First pick U.S. Total Exports under the 
Select Trade Type heading on the left-hand side. 
Then pick Quick Query in the middle and press 
the Proceed button. Pressing proceed brings up 
the Query Design Page, pictured in Figure 6.  

While this page looks very complex, you 
can safely ignore most of the selections. The 
only two default values that most managers need 
to change are the Enter a Commodity Number 
section on the left side and Select Country 
Aggregation section in the bottom right. 
Entering a commodity number is simple. Just 
input the SITC code you looked up earlier 
(72722) and make sure the SITC button below 
that number is selected. Most managers want to 
see exports broken down by importing country, 
so make sure you choose Display All Countries 
Separately in the Select Country Aggregation 
box, instead of the default, which aggregates, or 
lumps, all countries together. At the very bottom 

of the page (not shown) press the Proceed To 
Next Step button. This will bring up another 
complex form (see Figure 7) that enables you to 
modify how the output is displayed. For novice 
users, all the default values work fine. Ignore all 
the choices and just press the Run Report button 
at the bottom of the page. 
 
Results 

The report that is generated is partially 
shown in Figure 8. The output indicates the 
amount of exports from the U.S. to all the Latin 
American countries for the years 1996 through 
2002.  The report also indicates the percentage 
change for 2001-2002. The very bottom of the 
report shows the total amount of bakery 
equipment exported to Latin American countries 
for the years 1996 through 2002. In analyzing 
the data there are mixed signals. The overall 
change in exported bakery equipment to Latin 
American countries increased 33 percent from 
2001-2002. However, the trend from 1996 
through 2002 shows that there was an increase 
in exported bakery equipment which topped in 
1998 and then started to decline through 2001 
and then increased again in 2002. The results 
also indicated that out of the 42 countries in the 
database, there maybe trade opportunities, as 
measured by the percentage change from 2001-
2002, in 10 of the following countries: 
Venezuela, Trinidad and Tobago, Suriname, 
Panama, Mexico, Martinique, Honduras, Costa 
Rica, Columbia, and Chile.   The client can now 
choose those countries with the largest imports 
of equipment for further in-depth analysis. 
 

Conclusion 
 

Now that countries have been ruled out 
from further consideration, management must 
evaluate the countries on the short list to 
determine the economic, political, social, 
competitive, and profitability factors associated 
with serving each of the remaining countries.  
The analysis presented merely highlights to the 
firm that attention should be focused on a 



product-market alternative that is ranked highly 
in terms of exports to particular markets. 
However, such selection (without providing an 
explanation) is sufficient for the firm, since the 
objective is to screen and identify opportunities 
for further study and analysis where additional 
qualitative and quantitative factors could be 
considered.  

The use of the Internet could be useful 
for the SME during the initial screening stage of 
export opportunity analysis. The technique can 
be used to reduce a large number of export 
market alternatives to a relatively small set of 
markets that can be subjected to a more in-depth 
analysis. The analysis is relatively easy to use 
and the SME can update the results with new 
trade information as it becomes available online. 
In this way, SME’s can then update the 
knowledge of trade opportunities on a regular 
basis. 
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Abstract 
 

 Hogan, Hogan, and Busch (1984) defined service-orientation as "the disposition to be helpful, 
thoughtful, considerate, and cooperative" (p. 167).  The purpose of this study was to test whether or not 
a biodata inventory could be used to measure the service-orientation construct across cultures with 
samples from China, Mexico, Poland, Ukraine, and the United States of America.  Subjects were given 
the inventory in order to predict their on-the-job service-oriented performance.  Within the samples, the 
service-orientation ratings were highly correlated with Extroversion in four countries, and Openness to 
Experience, Agreeableness, and Conscientiousness in three countries.  The correlations of these scales 
with service-orientation were as high or higher than those generally obtained with measures of service-
orientation with customer service representatives.  Thus, it has been concluded that service-orientation 
may be effectively measured by biodata within small organizations across multiple cultures. 
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Abstract 

 
 The emergence of the Internet and its 
increasing commercial use has been currently 
affecting a number of areas in the business 
world. Although there is a great deal of 
uncertainty regarding the potential opportunities 
of the Internet, the rapid growth of the e-
commerce justifies the need for undertaking 
research in this area. Applying a quantitative 
approach (see Walczuch et al., 2000), this study 
looks at the Portuguese book retailers’ 
perceptions with regard to the Internet adoption 
benefits and obstacles as well as its potential for 
business.  
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1. Introduction 
 
 It is generally recognised that the use of 
the Internet as a marketing tool and as a 
communication medium is one of the new 
challenges of marketing management. Literature 
holds that the Web-based commercial activity is 
creating new business opportunities and an 
increasing number of organisations are investing 
in this new electronic media to perform their 
marketing activities. As observed by Poon and 
Swatman (1997), the Internet is providing many 
small businesses with an opportunity to compete 
with larger and more sophisticated competitors. 
Portuguese organisations are not an exception of 
this trend. Currently, nearly 20% of e-business 
is business to consumer (B2C) transactions 
(Merali et al., 2000). Online retailing is 
concentrated around a small number of 

categories in which the book industry assumes 
particular relevance (BCG, 2000). 
 In this paper, we will first look at the 
literature review analysing the benefits and 
obstacles associated with the use of the Internet. 
Then, the research hypotheses and methodology 
are presented, followed by the discussion of 
results. The conclusions and limitations are 
presented in the final part.  

 
2. Literature Review 

 
2.1 Benefits and barriers associated with the 

Web based commercial activity 
 Despite the potential barriers associated 
with the use of the Internet, a number of firms 
have been increasingly adopting this 
technological tool, although at a different speed. 
Based on relevant literature, several benefits 
have been attributed to the use of Internet, such 
as: providing 24hour visibility, the opportunity 
to offer new products, make an impact on firms’ 
productivity, image, savings, market access and 
competitiveness (Chen and Leteney, 2000; 
Doherty et al., 1999; Hoffman et al., 1997). 
Additionally, small business firms, which 
present a scarcity of human and financial 
resources, view the Internet as an easy and 
relatively cheap way to extend their activities to 
international markets (Poon and Swatman, 
1997).  
 Relevant for the purpose of the present 
study is the group of studies addressing the 
adoption of the Internet by small businesses, 
including the activities developed by retailers 
(Abell and Lim, 1996; Poon and Strom, 1997; 
Poon and Swatman, 1997; Purao and Campbell, 
1998; Walczuch et al., 2000). The Walzuch et 
al. (2000) study is particularly important since it 



has identified several categories of benefits 
associated with the use of the Internet in several 
dimensions of businesses carried out by small 
firms in the Netherlands: (i) Product promotion; 
(ii) New sales channel; (iii) Direct savings, 
(iv) Time to market; (v) Customer service; 
(vi) Brand image; (vii) Technological and 
organisational learning; (viii) Customer 
relations; (ix) New business. 
 The benefits of the Web based 
commercial activities as a comparative 
advantage have also been stressed by a number 
of authors (Doherty et al., 1999; Volle, 1999). 
For example, Doherty et al. (1999) argue that 
the Internet is potentially a new retail channel 
and enables access to a wider market – global 
and niches. As yet, the Internet presence gives 
new start-ups important comparative advantages 
over the existing retail channels. This 
opportunity for expansion is partially explained 
by the relatively low importance of location 
(Volle, 1999). However, not all the benefits are 
perceived by respondents as being equally 
important. For example, Abell and Lim (1996) 
found effectiveness in information gathering and 
availability of expertise as the most important 
benefits, while Poon and Strom (1997) 
emphasised that direct and indirect advertising, 
low cost communication and easy access to 
potential customers are the most important ones.  
 Despite the previous benefits associated 
with the use of the Internet, some studies have 
also underlined several risks and barriers by 
adopting this new technology (Doherty et al., 
1999; Hoffman et al., 1997). The obstacles 
affect not only those companies without Internet 
access but also those, which are already online. 
With regard to the former, the main obstacles 
are start–up costs, lack of guidance about how to 
start the process of going online and 
unfamiliarity with the Internet (Walczuch et al., 
2000). As noted by Chen and Leteney (2000), 
the unfamiliarity with the Internet is not the 
major problem faced by retailers but instead the 
degree of complexity of operations and the 
difficulty of integrating the new with old 

information systems. Security is another 
important issue for those firms which are 
interested in adopting the Internet. The existing 
legislation regulating Internet commercial 
activities instils a general feeling of distrust. In 
this sense, insecurity concerning commercial 
transactions and the violation of privacy are also 
important issues (Walczuch et al., 2000). 
However, as Walzuch et al. (ibidem) found, the 
largest barriers hindering the firms in building 
their own Website are related to some 
scepticism in its efficiency and disbelief in the 
higher sales volume. Other barriers are also 
emphasised by literature concerning the use of 
the Internet: (i) technical problems; (ii) access to 
the electronic infrastructure; (iii) familiarity 
with it; (iv) consumer preparation to buy 
electronically (Hoffman et al., 1997). 
 Walczuch et al. (2000) identified the 
barriers presented in two market research studies 
developed by Abell and Lim (1996) and Purao 
and Campbell (1998), which is organised into 
four groups: (i) Awareness/access to 
infrastructure; (ii) Critical mass among business 
partners; (iii) Adaptation of business processes; 
(iv) Confidence in legal and regulatory 
framework / security. 
 Given the low penetration rates, high 
telecommunication costs and technical 
limitations in the Portuguese market compared 
to the North America and other European 
markets (BCG, 2000), it will be interesting to 
understand how these limitations can affect the 
adoption of Internet by Portuguese 
organisations. Thus, this study attempts to 
examine the perceived benefits and obstacles 
associated with the use of the Internet by 
Portuguese book retailers. 

 



3. Research Hypotheses and 
Methodology 

 
 Despite several studies having examined 
the benefits and barriers associated with the use 
of the Internet, there is a need to undertake 
further research in this area since there is still a 
great deal of uncertainty about the potential of 
the Internet as a retail channel (Walczuch et al., 
2000).  
 This study provides a snapshot of the 
actual use of the Internet and the extent to which 
several factors are positively or negatively 
associated with the business use of the Internet. 
As a result, the following research question will 
be addressed: Are the major benefits and 
obstacles associated with the business use of the 
Internet applicable to the Portuguese book 
retailers? This leads to the following research 
hypotheses: 

 
H1: Perceived benefits associated with the use 

of the Internet are independent of the 
maturity (number of years in business) of 
the Portuguese book retailers. 

 
H2: Perceived benefits associated with the use 

of the Internet are independent of the 
dimension (number of employees) of the 
Portuguese book retailers. 

 
H3: Perceived legal, regulatory and security 

obstacles to the Internet use are independent 
of the maturity (number of years in 
business) of the Portuguese book retailers. 

 
H4: Perceived legal, regulatory and security 

obstacles to the Internet use are independent 
of the dimension (number of employees) of 
the Portuguese book retailers. 

 
 This study was carried out through a 
survey applied to the Portuguese book retailers 
after pre-testing the questionnaire. Given the 
small population, it was decided to administer 
the questionnaire directly by the researcher to 

ensure a high response rate. From a population 
of 241 elements existing in the northern region 
of Portugal, 85 questionnaires were received 
representing a response rate of 35.3%. The 
questionnaires cover different areas of book 
retailers’ business, such as book stores, 
stationary shops, publishers and distributors. A 
database of respondents was compiled from the 
Portuguese Association of Editors and Libraries 
(PAEL), the largest Portuguese association of 
book retailers, editors and libraries 
(www.apel.pt). Since this industry assumes 
particular relevance in the e-commerce business 
(BCG, 2000), it is expected that the results of 
this study will be of benefit, both for this 
industry and other similar industries. 
 Most of items addressing the Internet 
benefits and obstacles were based on relevant 
literature (Bloch et al., 1996; Booz-Allen & 
Hamitton, 1997; Walczuch et al., 2000). In order 
to evaluate the benefits associated with the use 
of Internet, respondents were asked to rate a set 
of 25 benefits in a 5-point Likert scale anchored 
by 1 (strongly disagree) to 5 (strongly agree) 
(see Table 1).  

 
Table 1. Benefits of Internet use and their dimensions 

Dimension  Benefit 
Promotion Direct and indirect advertising 

New sales channel 

Sales volumes  
Market quota 
Customer access 
Market access 

Savings 

Communication costs 
Marketing costs 
Marginal costs 
Productivity 
Supplying costs 
Communication efficiency 
Information gathering 
Access to information in real time 

Customer service 

Interactivity 
Customisation 
Variety  
Open 24h 
Speedy and timely access to information 
from web sites 
Attractive contents 

Image Company image 
Up-to-date corporate image 

Technological and 
organizational learning 

Technological learning 
Organisational learning 
Benchmarking 
New business opportunities 

 
 



4. Findings 
 
 This section provides a summarised 
discussion of the results. The results show that 
42.4% of the respondents have access to the 
Internet, and 26% of those that have not Internet 
access claim to gain access within a year. 44.4% 
of the respondents that have already Internet 
access also have their own web site. This means 
that 18.8% of the book retailers considered in 
this study have their own Web site while 55% of 
book retailers without a Web site stressed that 
they intend to develop their Website in one year 
time. 
 An iterative procedure was employed to 
refine the set of indicators for each construct. 
Then, the item-to-item correlation, i.e., the 
correlation between the score of each indicator 
and the total score of the indicators used to 
capture each construct, was analysed (Nunnaly, 
1978). Consistent with Nunnaly (1978), the 
iterative procedure adopted in the present study 
might have eliminated certain aspects of the 
construct that were correlated but were still 
constitutive of the construct. With this limitation 
in mind, a composite score of each construct 
was derived. 
 The first composite score was formed by 
four benefits that accounts for New sales channel 
dimension which presented an excellent 
Cronbach Alpha (α = 0.90). A second composite 
score was computed for dimension Savings. In 
this dimension only 3 items, namely Marketing 
costs, Marginal costs, Supplying costs revealed a 
significant correlation at 1%. The Cronbach 
Alpha of this dimensions was also good (α 
=0.83). 
 The 'Customer service' dimension 
included 4 items e.g., Interactivity, 
Customisation, Variety, Speedy and timely 
access to information, which revealed a 
significant correlation  at 1%, with an excellent 
Cronbach Alpha (α =0.90). 
 Concerning the ‘Image’ dimension two 
items were considered, which revealed a 
significant correlation at 1%. The Cronbach 

Alpha coefficient of the previous items was 
acceptable (α =0.70). With regard to the 
'Technological and organizational learning' 
dimension the four items were considered at a 
significant correlation of p<0.01. The Cronbach 
Alpha coefficient was excellent (α =0.92).  
 In order to support the H1 and H2, which 
maintain that perceived benefits associated with 
the use of the Internet are independent of the 
maturity and the dimension of the Portuguese 
book retailers, two one-way Anova were 
computed.  
 Overall, the firms believe that the 
presence in the Web is beneficial. Among the 
benefits associated with the use of Internet, this 
study indicates that Portuguese book retailers 
that have a Web page employ the Internet to 
perform activities related to promotions (Mean = 
4.36; SD = 0.745), image (Mean = 4.21; SD = 
0.699), new sales channel (Mean = 4.00; SD = 
0.784), customer service (Mean = 3.93; SD 
=1.207) and technological and organizational 
learning (Mean = 3.86; SD =1.027). 
Surprisingly, they appear not to use the Internet 
for getting some direct savings (Mean = 3.08; 
SD =1.115) (Table 2). 

 
Table 2. Internet benefit dimensions of retailers with a Web page 
and maturity of business 

 Promotion New sales 
channel Savings 

Age Mean S.D. Mean S.D. Mean S.D. 
< 5 years 4.50 0.707 4.50 0.707 4.00 1.414 

5-10 years 4.50 1.000 3.25 0.500 2.50 1.291 
10-20 years 4.00 0.000 4.00 0.000 3.00 0.000 
> 20 years 4.33 0.816 4.33 0.816 3.20 1.095 

Total 4.36 0.745 4.00 0.784 3.08 1.115 
       

F / p-value 0.186 0.904 2.485 0.120 0.794 0.527 

 
 Customer 

service Image 
Technological and 

organizational 
learning 

Age Mean S.D. Mean S.D. Mean S.D. 
< 5 years 3.50 0.707 4.00 0.000 3.50 0.707 

5-10 years 4.00 2.000 4.25 0.957 3.50 1.732 
10-20 years 4.00 0.000 3.50 0.707 4.00 0.000 
> 20 years 4.00 1.095 4.50 0.548 4.17 0.753 

Total 3.93 1.207 4.21 0.699 3.86 1.027 
       

F / p-value 0.077 0.971 1.128 0.384 0.373 0.774 

 



 However, results indicate that there is 
not an empirical evidence that the different 
benefit dimensions associated with the use of 
Internet vary according to the business maturity. 
Exception goes to the 'New sales channel' which 
is significant at 0.12 level. Therefore, H1 is only 
partially supported. 
 Concerning the second hypothesis, 
results indicate that there is not an empirical 
evidence that the different benefit dimensions 
associated with the use of Internet vary 
according to the business dimension (Table 3). 
Therefore, H2 is supported. 

 
Table 3. Internet benefit dimensions of retailers with a Web page 
and dimension of business 

 Promotion New sales 
channel Savings 

Number of 
employees 

Mean S.D. Mean S.D. Mean S.D. 

0-9 4.33 0.707 3.89 0.782 3.00 1.118 
10-49 3.83 0.983 4.40 0.894 3.25 1.258 
50-249 5.00 0.000 4.00 0.000 3.00 0.000 
Total 4.19 0.834 4.07 0.829 3.07 1.072 

       

F / p-value 1.180 0.834 0.626 0.551 0.067 0.936 

 
 Customer 

service Image 
Technological and 

organizational 
learning 

Number of 
employees 

Mean S.D. Mean S.D. Mean S.D. 

0-9 3.56 1.33 4.11 0.782 3.78 1.202 
10-49 4.40 0.548 4.00 0.632 3.67 0.516 
50-249 5.00 0.000 5.00 0.000 5.00 0.000 
Total 3.93 1.163 4.13 0.719 3.81 0.981 

       

F / p-value 1.366 0.292 0.813 0.465 0.781 0.478 

 
 This finding only considers book 
retailers with a Web page. That is, we have 
excluded from our analysis not only those which 
did not have access to the Internet but also those 
which have no Web page. The inclusion of firms 
that have not any presence in the Web or any 
other form of access is likely to affect the 
results.  
 Concerning the third and fourth 
hypothesis, more two one-way Anova were 
performed. Prior to this, the obstacles associated 
with the use of the Internet were reduced to a 
composite score by means of item-to-item 
correlations (p<0.01), which revealed an 

acceptable Cronbach Alpha coefficient (α 
=0.85) (Tables 4 and 5). 
 
Table 4. Confidence in legal and regulatory framework/security 
and maturity of business 

Confidence in legal and regulatory 
framework/security (*) 

Age Mean S.D. 
< 5 years 3.60 0.966 

5-10 years 3.91 1.044 
10-20 years 3.47 0.834 
> 20 years 3.46 0.922 

Total 3.60 0.939 
   

F / p-value 0.670 0.574 
 

(*) the obstacles of this particularly dimension are: enforceability of 
contracts negotiated over Internet; security hazards; guarantee of 
message delivery; unauthorised access to internal networks; verification 
of authorship of messages 

 
 As can be seen through Tables 4 and 5, 
results indicate that respondents agreed that 
legal, regulatory and security issues are 
important obstacles to the internet use by the 
surveyed firms (Mean = 3.60; SD = 0.936). 
Although, results indicate that there is not an 
empirical evidence that these obstacles vary 
according to the business maturity - therefore, 
H3 is supported -, results suggest H4 rejection 
(p-value = 0.004). We can see that while the 
smaller firms perceived this item as a real 
obstacle, the larger firms did not agree with this 
barrier.  

 
Table 5. Confidence in legal and regulatory framework/security 
and dimension of business 

 Confidence in legal and regulatory 
framework/security (*) 

Number of employees Mean S.D. 
0-9 3.71 0.876 

10-49 3.20 0.919 
50-249 1.00 0.00 
Total 3.60 0.939 

   

F / p-value 5.861 0.004 
 

(*) the obstacles of this particularly dimension are: enforceability of 
contracts negotiated over Internet; security hazards; guarantee of 
message delivery; unauthorised access to internal networks; verification 
of authorship of messages 
 

5. Conclusions and Limitations 
 
 Portuguese book retailers considered in 
this study perceive the Internet as an important 



tool for their commercial activities. They 
believe that the Internet can enhance their 
company image and products promotion as well 
as the quality of service provided to the final 
customer. However, they perceive legal, 
regulatory and security issues as a main obstacle 
to use Internet in their business. Issues like 
enforceability of contracts negotiated over 
Internet, guarantee of message delivery, 
unauthorised access to internal networks or 
verification of authorship of messages are still 
blocking the Internet widespread. We also found 
that while the smaller firms perceived this item 
as a real obstacle, the larger firms did not 
consider it as a barrier. This research also 
indicates that Portuguese book retailers with a 
Web page perceive the same benefits of using 
the Internet, despite their maturity and 
dimension. The inclusion of firms that have not 
any presence in the Web or any other form of 
access is likely to affect the results.  
 In terms of limitations of the present 
study, the issue of generalisation arises. The 
study considered the population of the retailers 
located in the northern region of Portugal. While 
the results can be generalised to this area, it can 
not be applied to the whole country, or to other 
contexts. It seems also worth referring that 
others barriers and obstacles associated with the 
use of the Internet, such as the awareness and 
access to the Internet infrastructure, the number 
of Internet users or the need to adapt business 
processes, deserves further investigation. 
Despite the interest of the previous results for 
managers we are aware that the present results 
should be supported by further research.  
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Abstract 
 
 The collapse of communism in 1989 
gave rise to a period of dramatic political and 
economic changes, which, in turn caused an 
uncertain time for the countries of Central and 
Eastern Europe. Transition by these countries 
from communism towards market economies 
has brought with it the introduction of Western 
Management thinking. In this paper, an 
overview is presented of small business 
development in Croatia and factors are 
identified for future growth and sustainability.  
 
Introduction 

The collapse of communism in 1989 
gave rise to a period of dramatic political and 
economic changes, which, in turn, caused an 
uncertain time for the countries of Central and 
Eastern Europe (CEE). Transition by these 
countries from communism towards market 
economies has brought with it the introduction 
of Western Management thinking. Croatia's 
economy has enacted great strides toward a 
market economy since its independence. New 
institutions enforcing new market laws have 
been introduced, and the output decline of the 
first years of rehabilitation and freedom has 
been virtually recuperated. These achievements 
have been made despite a highly unstable 
geopolitical environment.  The Croatian 
government recently accelerated this 
transformation by opening the country to global 
markets through WTO (World Trade 
Organization) and CEFTA ( Central European 
Free Trade Association) memberships, 
instensifying cooperation with neighbors in 
Southeastern Europe and the signing of the 
Stabilization and Association Agreement (SAA) 
with the EU (European Union). The European 
Commission has welcomed Croatia's formal 

application to the EU as of February, 2003 
(Seth, 2003). 
 In this paper, we will discuss evolving 
Small Business Development in Croatia and 
identify factors for growth and sustainability. 
 
Macro Factors in Small Enterprise 
Development 

The Croatia CEM (Country Economic 
Memorandum) analyzes reforms and ecomonic 
policy options to promote sustainable growth 
while ensuring that Croatia complies with the 
requirements of the SAA conducive to EU 
integration. The SAA provides the framework 
for European integration and it establishes the 
process of bringing laws, institutions and 
policies in line with the EU's acquis 
communautaire that exerts the greatest 
integration impact. The CEM proposes the 
sequencing of reforms and investments required 
by the SAA and focuses on efficient instruments 
to meet EU standards. These goals should be 
reached  through increased use of market-based 
instruments with greater private sector 
participation,  such as infrastructure,  through 
environment and education, and through the 
enhanced role and proper functioning of labor 
and financial markets. 
 The challenge for Croatia is to create 
conditions that will attract investment and 
produce growth. These challenges include 
several conditions: 

1. Stable, progressive and predictable 
laws and institutions 

2. Efficient labor and financial markets 
(recent amendments to the labor law 
will assist greatly in this area) 

3. Macroeconomic and financial 
stability 

4. Social and environmental stability 



5. Effective integration in the European 
infrastructure neworks ensuring 
competitive cost, quality, and sound 
business practices 

6. Dynamic business environment 
which facilitates the production of 
value-added goods and services, 
promoting efficient processes and 
innovative technology. 

 
 The small enterprise industry in 
developed countries of Europe has proved to be 
the driving force of the development of 
sustainable economy and stable employment. 
This form of business development adapts itself 
easily to market demands, uses business assets 
in an efficient manner, and produces better 
financial results and employment growth than 
that of macroeconomic proportions. In the past 
few years, the role of this type of small business 
development is becoming increasingly 
prominent in the economic development of 
Croatia. 
 The official definition of small 
enterprises in Croatia is set  by law on the small 
scale industry stimulation (Official Gazette of 
the Republic of Croatia, 2002) and complies 
with European standards. Specifically, the 
participants of small enterprise development are 
persons who independently pursue legal 
activities in the market place to gain income and 
profit.  According to law in Croatia, these 
enterprises have between 10 and 50 employees 
hired and have annual income between 8 – 16 
million HRK (Kunas) per year in revenue. 
The small business industry includes 56,000 
companies, representing 46% of the total 
employed in Croatia and a total GDP of 55% of 
the total economy. These data suggest  that a 
solid foundation of small business development 
can make significant contributions to the 
economy in Croatia. 
 
Development of Small Business in Croatia 
 The main goals of small business 
development in Croatia, as defined by the 

Croatian Chamber of Economy (CCE, 2003) are 
as follows: 

1. Increased efficiency, quality and 
competitiveness of small enterprise 
industry. 

2. Export growth and adjustment in 
world markets. 

3. Research, development, and 
application of new technologies and 
innovation. 

4. Employment growth. 
5. Increased number of employees in 

small business development and a 
broader cooperation and integration 
among those participating. 

6. Support of environmental activities. 
 
 Stimulating measures and activities 
related to the achievement of these goals in 
small business development in Croatia are as 
follows: 
 

1. Credit financing of small entreprise 
development under favorable legal 
conditions 

2. Establishing several credit lines of 
funding 

3. Subsidizing loan interest 
4. Providing credit guarantees 
5. Providing support for employment 

growth 
6. Assistance in start up 
7. Organizing centers for 

entrepreneurship, incubators and 
legal zones of operation 

8. Simplifying procedures for 
establishment and streamlining legal 
business activities in cooperation 
with professional organizations 

9. Establishment of centralized 
information gathering for small 
business (e.g professional 
organizations) 

10. Support of research and development 
of new techology and innovation as 



well as development and cooperation 
among partners 

11. Professional assistance and 
counseling to small scale industry 
business owners 

12. Lease of real estate and other 
infrastructure holdings owned by 
cities and the Republic of Croatia and 
the sale of such objects under 
favorable conditions 

13. Education and continuous 
professional improvement of 
entrepreneurs in small entrerprise 
development. 

 
Challenges of Small Business Development 
 There are a number of core challenges 
that continue to inhibit progress in the area of 
small business development in Croatia.  Among 
these are inadequate property and creditor 
rights, a poorly functioning judiciary combined 
with weak governance and rigid labor markets.  
These core problems account for limited 
enterprise restructuring and slow job and new 
business creation.  As a result, unemployment at 
15 percent remains a key social and economic 
concern. 
 Fiscal reform is also necessary to 
provide stable policy and macroeconomic 
framework to support the incentives that would 
be created by microeconomic reforms aimed at 
fostering investment and allocation of resources. 
It would appear the Croatian government may 
need to become more aggressive in fiscal 
adjustment and reduce debt exposure. 
 One of the major issues of small 
business development is the insufficient 
education of entrepreneurs (e.g. knowledge, 
skills) in the service economy (e.g. tourism, 
other service industries), as well as in the areas 
of marketing, finance, information technology, 
and foreign languages. There are a few private 
post-secondary institutions who are addressing 
the issue of small business development with 
curriculum specifically targeted to the 
entrepreneur (e.g. University of Osijek, The 

American College of Management and 
Technology).  
 Another important issue is the lack of 
guaranteed funds, specifically at the local level, 
and a solid development program and due 
process in attaining loans or lines of credit.  The 
lack of coordination between numerous 
administrative agencies and the infrastructure of 
developing and understanding legal small 
business is missing.  In other words, the red tape 
involved in developing small business is 
extraordinarily cumbersome and inhibits a 
strategy of ethical processes.  These business 
practices, while deemed unethical by the West, 
have solid basis because of the political and 
economic history of the region. While these 
conditions are by no means a reason for 
discontinuing such Western business thought, 
they cannot be ignored.   
 
Where Do We Go from Here? 
 Recently, the credit financing of small 
business has intensified in Croatia, with the 
establishment of the Ministry of Crafts, 
representing small and medium 
entrepreneurship.  The role of the Ministry is to 
stimulate the growth of small and medium 
entrepreneurship through cooperation with 
governmental agencies in being able to fund 
many projects at the county and municipal 
levels of government.  Moreover, there are over 
30 entrepreneur centers in Croatia to provide 
professional assistance, information, and 
education to aid in the development of small 
enterprises. This certainly suggests that small 
business development is gradually evolving and 
that this type of business strategy at a 
governmental level has credibility. 
 However, this is just the initial stage for 
long term growth. The type of changes needed 
for sustainable small business development and 
progress will require a strategy of systemic 
proportions, understanding economic, political, 
sociological, environmental and technological 
trends and variables in the marketplace. 
Sustainable small business development will 



require a comprehension of macro and micro 
factors, which are constantly evolving in a 
transitional economy, such as the one in Croatia. 
An increase in education at every level of the 
developmental process is crucial.  From 
government official, to owner/operator, there is 
great need to increase the knowledge and 
introduce skills appropriate for those who want 
the opportunity to live a productive and 
prosperous life.  
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Attracting the New Economy Workforce:   
Opportunities and Challenges for Small Business Firms 

 
Karen A. Froelich, North Dakota State University 

 
 

The critical role of capable, dedicated 
and energetic employees in high performing 
organizations is well recognized.  This role is 
magnified in entrepreneurial and small business 
firms, where each employee represents a sizable 
proportion of the entire company workforce, and 
where employee responsibilities continually 
evolve as the firm grows.  Attracting employees 
who are capable of seeing and furthering the 
entrepreneurial vision has been identified by 
entrepreneurs as a core component for basic 
firm survival, as well as for firm growth (Mehta, 
1996).  Attracting and retaining qualified 
employees has also been noted as an endemic 
problem for small business firms (Gupta & 
Tannenbaum, 1989; Hornsby & Kuratko, 1990).  
This problem becomes more pressing as human 
resources increasingly become the key source of 
competitive advantage in our knowledge-based 
society (Katz, Aldrich, Welbourne & Williams, 
2000).  Advanced technology skills, developed 
intellect, and creativity necessary to address 
escalating competition through continuous 
improvement of products, processes, and service 
frequently call for younger, educated 
employees.  However, satisfying this new 
economy workforce further complicates existing 
staffing dilemmas.  New economy workers are 
described as requiring a rich social, cultural, and 
natural environment that provides them with the 
leisure-time activities and diversity they value 
(Florida, 2002).  Along with reputed preferences 
for urban centers and a critical mass of other 
educated young professionals, attracting and 
retaining this vital component of the workforce 
introduces yet another challenge for small 
businesses firms.    

A review of the literature reveals a lack 
of research attention to fundamental human 
resource concerns of small business firms (Katz, 

Aldrich, Welbourne, & Williams, 2000).  
Surveys indicate high interest and need for 
human resource-related guidance, while most 
prescription stems from studies conducted in 
large firm settings (Heneman, Tansky, & Camp, 
2000).  Recruitment and retention of a high 
quality workforce repeatedly emerge as high 
priority issues (Heneman, Tansky, & Camp, 
2000; Hornsby & Kuratko, 1990).  Several 
descriptive studies demonstrate the wide range 
of human resource practices – including 
recruitment and selection strategies, training 
techniques, evaluation and compensation 
methods – and their extent of use in small 
businesses (Deshpande & Golhar, 1994; 
Heneman & Berkley, 1999; Hornsby & Kuratko, 
1990; McEvoy, 1984).  A commonly understood 
set of effective practices does not emerge from 
the research, suggesting that small firms are 
imitating each other, following the lead of large 
firms, and/or generally experimenting as they 
strive to meet their human resource needs 
(Heneman & Berkley, 1999).  An overview of 
past research also suggests that complementary 
studies from the standpoint of the prospective 
employee, rather than that of the organization, 
could provide valuable insight for effective 
human resource practice in small business firms 
(Heneman, Tansky, & Camp, 2000).  

This paper describes a recent survey of 
young educated workers that contributes useful 
insight by examining decision factors that 
influence an individual’s choice among 
employment options.  Respondents are college 
graduates from 1979, 1989, and 2000, 
representing important components of today’s 
workforce.  Factors found to be most important 
and least important when making employment 
decisions are identified, leading to pragmatic 
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implications for the recruitment and retention of 
young educated workers in small business firms. 

 
Methodology and Sample 

 
Informed by the literature pertinent to 

employee recruitment and retention, a survey 
instrument was designed to examine the relative 
importance of a broad array of specific job 
choice factors representing job and 
organizational attributes, location, and family 
considerations.  A total of 58 separate factors 
were included.  Respondents were asked to rate 
the importance of each factor (on a five-point 
scale, with 1=not important, 5=very important) 
in the decision to accept their current job, and 
whether each factor was absolutely necessary in 
order for a job opportunity to be seriously 
considered.  The survey was mailed to a broad 
sample of graduates of a statewide university 
system in the Midwest.  As an effort to increase 
response, a cover letter on official letterhead 
from the governor of the state became the first 
page of the survey.  

The survey sample is comprised of 
educated individuals representing the new 
economy workforce.  Specifically, a 10% 
random sample of graduates across all majors 
was drawn from alumni records of ten 
institutions for years 1979, 1989, and 2000.  The 
economy was particularly robust in each of the 
three years selected, presuming a job context 
providing ample choice of employment 
compared to other years, thus enhancing the role 
of the factors being examined.  

The population sampled has advantages 
compared to most existing job choice research.  
Overwhelmingly, students have been used in 
previous studies (Breaugh, 1992; Wanous & 
Colella, 1989).  Students are required to 
essentially speculate about what is likely to play 
an important role in their decision to accept a 
particular job in the future.  Such results can 
distort true job choices (Rynes, 1990).  This 
survey asked graduates to assess the importance 
of factors that played a role in actual decisions 

to accept their current job.  Also, most studies 
are based on graduates from a limited range of 
majors, most often engineering (Rynes, 1990).  
The population sampled here includes majors 
from all offerings of ten institutions, ranging 
from comprehensive research universities with 
extensive professional programs, to schools with 
a liberal arts focus, to two-year community 
colleges with targeted occupational programs. 

Survey data was analyzed using the PC 
version of SAS for Windows.  Of the 1721 
surveys mailed; 495 were returned, for an 
overall response rate of 29%.  While less than 
ideal, the response rate is considered quite 
acceptable in social science research of this 
kind.  In similar studies, over 30% is considered 
a fairly high response rate, and about 20% is not 
uncommon (Barber, 1998). 

A total of 476 returned questionnaires 
were usable for the analysis.  The 2000 
graduates comprise slightly more (34.7%) and 
1979 graduates slightly less (32.1%) than one-
third of the sample due to relative class sizes in 
the population sampled.  Also due to class sizes, 
graduates of the two comprehensive research 
universities contribute 46.6% of respondents, 
matched by another 46.7% from the six smaller 
four-year institutions, and 6.7% from the two 
two-year schools within the university system.  
More females (50.8%) than males (41.2%) are 
identified in the study; 8% of respondents chose 
not to indicate their gender.  Individuals whose 
highest degree is a Bachelor’s degree 
predominate (64.9%); 17.4% have a Master’s 
degree, 3.8% an Associate’s degree, 3.6% an 
advanced professional degree, and 1.5% earned 
a Doctorate degree.  Degree information is not 
available for 8.8% of respondents. 
 

Findings 
 

Using mean relative importance ratings, 
the ten most important and ten least important 
factors in the job selection decisions of this 
sample of today’s new economy workforce are 
identified.  (A more complete reporting of the 
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findings with accompanying tables summarizing 
relevant statistics is available in an expanded 
version of this manuscript). 

 
Ten Most Important Job Choice Factors 

1. work offering challenge and variety 
2. health insurance benefits 
3. opportunity to use education 
4. preferences of spouse or partner 
5. stability of organization 
6. job security 
7. potential salary level 
8. friendly, supportive co-workers 
9. pension/retirement plan 
10. high level of autonomy (tie) 
10. low crime/personal safety (tie) 
 

Ten Least Important Job Choice Factors 
1. opportunity to relocate 
2. liberal social/political climate 
3. conservative social/political climate 
4. vibrant nightlife/entertainment opportunities 
5. diverse population 
6. mild/warm weather 
7. opportunity to work for small organization 
8. opportunity to work for large organization 
9. urban environment 
10. rural/small town environment 
 

Further investigation using analysis of 
variance (ANOVA) procedures reveals some 
interesting differences in the relative importance 
of job choice factors between major subgroups 
represented in the overall sample.  Not 
surprisingly, family issues are less important as 
an immediate consideration for individuals 
graduating in 2000.  A higher proportion of this 
subgroup is likely to be single and without 
children, thus less influenced by dual 
employment and family environment factors at 
this stage of their lives.  Instead, the more recent 
graduates place greater importance on social 
interaction and vibrant nightlife/entertainment 
opportunities.  Even in this younger group of 
graduates, however, nightlife/entertainment is 
rated of relatively low importance.  With respect 

to job-related attributes, the 2000 graduates 
appear more accepting of relocation and more 
interested in training/development opportunities 
and fixed compensation compared to 1979 
graduates, and somewhat less concerned with 
potential salary or high levels of autonomy.     

Significant differences in importance 
ratings are also apparent between graduates of 
the comprehensive research universities 
compared to graduates of the relatively smaller 
four-year institutions.  Obtaining jobs in a 
specific field or industry is rated as more 
important by graduates of the comprehensive 
universities.  This group also appears more 
willing to relocate, with greater preference for 
an urban environment compared to the notably 
higher importance rating given to a rural 
environment by graduates of smaller 4-year 
institutions.  Attributes of the rich cultural and 
natural environment said to favored by the new 
economy workforce – including cultural events, 
dining options, beauty of natural surroundings 
and a climate with four seasons – are found to 
have significantly higher importance ratings in 
the subgroup of graduates from comprehensive 
universities. 

To extend the analysis beyond separate 
job choice factors, an exploratory factor analysis 
was conducted to examine potentially 
instructive composite job choice factors.  Using 
eigenvalues greater than 1.5, consideration of 
scree plots and total explained variance, and 
factor loadings greater than .5 as criteria for 
recognizing meaningful factors, six composite 
factors were identified (see Khattree & Naik, 
2000; and Nunnally & Bernstein, 1994 for 
discussion of factor analysis techniques).  The 
six composite factors encompass 36 of 58 
separate job choice factors, account for 75.6% 
of the variance, and represent important 
theoretical constructs remarkably well.  

Factors 1, 3, and 5 capture many 
attributes of job location.  Individual 
components of Factor 1 parallel the community 
amenities emphasized in currently popular 
discussions of new economy workforce 
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preferences – competitively priced air travel, 
liberal social/political and urban environment, 
population diversity, and cultural, dining, social, 
and nightlife/entertainment options.  Factor 3 
centers on the basic issues of a clean, safe, and 
affordable living environment.  Factor 5 is more 
related to the natural environment, including the 
four seasons, a conservative and rural 
environment, and outdoor recreation 
opportunities.   

Factors 2 and 4 are most directly tied to 
job and organizational attributes.  Factor 2 
includes primarily extrinsic attributes – starting 
and potential salary, health insurance, flexible 
benefits, retirement plan, promotion and training 
opportunities, job security and organizational 
stability.  Factor 4 is comprised of more intrinsic 
attributes – use of one’s education, work 
offering challenge and variety, autonomy, 
professional interaction, and visionary 
organization.  Factor 6 clearly represents family 
considerations – spouse or partner’s job and 
opportunities, quality of public schools, and 
good environment for raising a family. 

The relative importance of each of the 
six composite factors was examined using 
multiple analysis of variance (MANOVA) 
procedures (see Khattree & Naik, 1995).  The 
mean importance rating was calculated for each 
factor and compared in a pair-wise manner 
using Hotellings T2 under MANOVA.  Results 
of the multiple testing procedures reveal 
significant differences in importance among the 
factors.  The two most important composite 
factors are those directly related to job and 
organizational attributes.  Extrinsic 
job/organizational attributes (Factor 2, with 
mean importance rating of 3.84) is found to be 
significantly more important than all the other 
factors; intrinsic attributes (Factor 4, mean 
rating of 3.66) and Factor 3, representing basic 
living environment characteristics (mean rating 
of 3.56) are also significantly more important 
than the other factors, although not significantly 
different from each other.  Factor 6, comprising 
family-related considerations, also has a 

relatively high mean importance rating of 3.32.  
Factors reflecting locational amenities (Factors 
1 and 5, with mean importance ratings of 2.73 
and 2.88) are of significantly lower importance. 

 
Implications for Small Business 

 
In view of the widespread concern and 

central importance of attracting and retaining 
quality employees, results of this study are 
generally encouraging for small business firms.  
The often difficult task of workforce attraction 
is further complicated today by high demand for 
young educated employees; this new economy 
workforce has been linked to organizational and 
lifestyle preferences that exacerbate 
disadvantages of many small firms.  However, 
evidence from this survey of college graduates 
suggests that commonly touted new preferences 
are not as influential in job decisions as 
popularly assumed, even in a robust economic 
climate.  Rather, many revealed preferences can 
feasibly be addressed by small firms through 
careful attention to human resource practices. 

Analysis of separate job choice factors 
shows the powerful influence of specific job- 
and organization-related attributes in job 
decisions.  As opposed to lifestyle- and location-
related criteria, which were generally rated the 
least important job choice factors, the most 
important factors are tied to job or 
organizational attributes – both extrinsic and 
intrinsic – amenable to modification by small 
firms in order to enhance their attractiveness to 
desired employee groups. 

For example, the list of most important 
factors includes three common components of 
benefits and compensation.  A health insurance 
benefit is especially critical, rated as essential by 
over one-quarter of respondents.  Similarly, a 
pension/retirement plan is highly valued, rated 
as essential by nearly 12% of respondents.  
Research has shown that except in the smallest 
firms, these benefits are not uncommon 
(Hornsby & Kuratko, 1990).  Clearly, stepped-
up efforts by small firms to ensure provision of 
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these key benefits would be well advised.  
Turning to compensation, it is interesting that 
potential salary is among the most important 
factors, rather than starting salary; this provides 
even greater latitude for small firms to address 
salary concerns of today’s educated workforce.    

Leading the list of most important 
factors is work offering challenge and variety, 
generally a strong point for small firms.  With 
fewer narrow specialists, broad responsibilities 
provide extensive task variety.  Employees are 
especially challenged in growing firms, when 
responsibilities both expand and become more 
complex.  On the other hand, small firms may 
have more difficulty providing positions that 
directly or immediately utilize specific degree 
education.  The important factors of 
organizational stability and, by inference, job 
security, may also disadvantage the small firm. 

The remaining two organizational factors 
in the “top ten” list can be cultivated over time 
in small firms.  Instead of a strong preference 
for interaction with similar professionals – as 
emphasized by descriptions of the new economy 
workforce and, by nature of size, difficult for 
small firms to provide – respondents rated the 
presence of friendly, supportive co-workers as 
very important.  Small business’s reputation for 
a personable, congenial work environment is an 
advantage here.  Finally, provision of the 
preferred high levels of autonomy is likely to 
require more direct attention by managers in the 
small firm.  A tendency toward autocratic or 
patriarchal management style is a known 
hindrance in small firms; more extensive 
delegation has been recommended for a variety 
of reasons (Hodgetts & Kuratko, 2001; 
Kemelgor, 2000), and appears advisable for 
employee attraction purposes as well. 

Overall, only two of the top ten job 
choice factors – preferences of spouse or 
partner, and concern for low crime and personal 
safety – are not directly tied to job or 
organizational attributes.  Even these factors can 
be attended to by the conscientious firm, by 
involving and catering to the spouse or partner 

throughout the recruiting process, and by 
ensuring a safe workplace environment.  In view 
of the more personal atmosphere possible with a 
smaller number of employees, small firms may 
have advantages over large firms with respect to 
these dimensions. 

A review of the least important job 
choice factors does not support popular 
descriptions of the new economy workforce.  
Urban environments rich in population diversity 
and entertainment options are among the least 
important factors in job choice, as are size of 
organization, social/political climate, weather, 
and relocation opportunities.  Job choice factors 
that would be most difficult for small firms to 
address, especially those in low-population 
locations, do not appear to present major 
obstacles for small businesses seeking to attract 
today’s educated workforce.  Subgroup analysis 
indicates that even the most recent graduates, 
while understandably less concerned with 
family-related attributes, are not strongly 
influenced by the location and lifestyle factors.  
It appears that younger graduates also may be 
more attracted to the training and development 
experiences that small businesses could provide, 
while requiring less autonomy than graduates 
from previous years.  Results of the institutional 
subgroup analysis suggest that small firms may 
benefit from emphasizing smaller universities in 
their recruiting efforts; graduates of the larger 
research-comprehensive universities 
demonstrate higher expectations for the rich 
location- and lifestyle-attributes that can be 
difficult for many small businesses to provide. 

The presence of composite factors or 
clusters of attributes that influence job choice 
provides flexibility and greater opportunity for 
small firms seeking to attract quality employees, 
especially in view of the negligible response to 
the “absolutely essential” item rating in the 
survey.  The most important factors were found 
to be those representing extrinsic and intrinsic 
job- and organization-related attributes.  With 
respect to extrinsic attributes, it has been shown 
that small firms often feel resource constrained 



 6 

and set salary based more on internal 
consistency than on market rates (Heneman & 
Berkley, 1999; Hornsby & Kuratko, 1990).  
Results here suggest that salary potential, fringe 
benefits, job security or stability, and promotion, 
training and development opportunities can also 
be used to enhance extrinsic rewards.  Similarly, 
use of education, challenge and variety, 
autonomy, professional interaction, and 
visionary nature of the organization represent 
intrinsic factors of interest to potential 
employees.  While small firms possess strong 
elements associated with these factors, research 
has shown that intrinsic rewards are 
underutilized by small firms (McEvoy, 1984).  
Similarly, although reputed to be family-
oriented, research has documented a lack of 
strategic attention to family-related human 
resource policies and programs (Jacobson & 
McCaul, 1996).  Results here point to the critical 
importance of both extrinsic and intrinsic 
factors, as well as family considerations; the 
keenly managed firm will craft attractive 
packages that effectively attends to these 
dimensions in order to maximize the impact of 
employee attraction and retention efforts. 
 

Summary and Conclusions 
 

Attracting quality employees is 
particularly critical for the small business firm; 
increasingly required advanced skills of the new 
economy workforce presents an additional 
challenge.  A review of relevant literature finds 
a strong need but lack of empirically-supported 
guidance for small firms in the human resource 
area.  Results of this survey of job choice 
influences of new economy employees are 
interpreted to assist the recruiting efforts of 
small business firms. 

Results of the study are consistent with 
existing research showing the dominance of job 
attributes and organizational characteristics in 
job choice models (Rynes, 1990).  Job attributes 
and organizational characteristics can generally 
be modified by the employer, providing 

opportunity to adapt to target employee 
preferences.  Results here also support the 
person-organization fit perspective (Kristof, 
1996), with composite factors providing a 
profile of attributes sought by individuals 
seeking a suitable match for their needs.  The 
composite factors offer more latitude for 
adaptation, as some components of each factor 
may be more amenable to modification by the 
employer than others.  The study does not 
support assertions of Florida (2002) and others 
that emphasize the primary importance of 
location and environmental amenities to the new 
economy workforce.  Noncompensatory models, 
where specific job choice factors absolutely 
must be satisfied, are also not generally 
supported here; health insurance benefits is the 
only factor rated as “absolutely essential” by a 
sizable percentage of respondents. 

Results of the study are instructive for 
small businesses seeking to attract young 
educated employees.  Awareness of the job- and 
organizational- attributes offered by the firm is a 
first step.  Modification of the attributes to fit 
current preferences, combined with effective 
communication highlighting key job factors, can 
lead to a higher quality workforce.  
Consideration of the spouse or partner and 
concern for family issues can also facilitate 
employee recruitment.  Small firms possess 
many factors desired by prospective employees 
today; rather than imitating large firms or taking 
a random trial-and-error approach, specific 
factors can be emphasized to enhance 
recruitment success.  Overall, the study finds 
more opportunities than challenges for small 
businesses seeking to attract the new economy 
workforce. 
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Abstract 
 
 A provision of the 1993 North America 
Trade Agreement (NAFTA) legislation was a 
mechanism that assists displaced workers with 
their interest in becoming entrepreneurs and 
small business owners.  The Self Employment 
Assistance Program (SEAP) was created in 
several states to do just this. This article 
summarizes the experience and findings of 
Indiana University of Pennsylvania’s SEAP, 
which provided assistance to over two hundred 
displaced workers between 1998 and 2003.  The 
findings suggest the most reliable predictor of 
“success” was participation in the program, not 
entrepreneurial predisposition, education, 
aptitudes, and other factors that would be 
expected to positively influence success.  
 

Introduction 
 
In 1993, federal enabling legislation was passed 
that allowed states to establish programs to train 
unemployed workers to start their own business.  
The legislation was Section 507 of the NAFTA 
Implementation Act.  The logic of this 
legislation (and “compromise” to garner 
support) was there would be a (large) number of 
displaced workers resulting from this legislation.  
Recall the “loud sucking sound” of jobs going 
south of the border that Ross Perot referred to in 
his presidential campaign speeches!   
 The essence of the NAFTA legislation 
was that unemployed persons involved in 
particular programs would not be disqualified 
from receiving unemployment benefits:  
• Unemployed persons may continue 

collecting unemployment compensation 
while participating in such a program 

• Unemployed persons are not required to 
take an available job while in training 

• Unemployed persons may actually start 
their new business, earn revenues, and 
continue receiving unemployment 
benefits during the program period 

 
 The Self Employment Assistance 
Program (SEAP) was instituted in Pennsylvania 
in 1998 at eight locations and continued through 
2003 to provide training and assistance to 
recently unemployed workers who were 
characterized as unlikely to return to their 
former jobs and having potential to start their 
own business.   

 
The Self Employment  

Assistance Program (Seap) 
 
 The Management Services Group (MSG) 
of Indiana University of Pennsylvania (IUP) 
developed a training program in cooperation 
with the Tri-County Private Industry Council 
(later TEAM PA Career Track).  Pennsylvania 
specified fifteen “outcomes” of which each 
participant was expected to meet at least six to 
be considered a “success” (presented in Table I).   
 A number of assessment instruments 
were utilized including one developed by 
Wonderlic titled “Entrepreneurial Quotient” or 
EQTM.  This commercially available instrument 
is marketed as a “profiling system” and assesses 
a number of dimensions related to 
entrepreneurism.   
 During this research that spans six years, 
a number of assessments have been conducted 
including the participants Demographics, EQTM, 
Aptitudes, and various Outcomes. There were 
207 individuals originally enrolled in the 
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program of which 187 actually participated and 
were evaluated in terms of their personal 
characteristics and outcomes of the program. 
Table II is a summary of the individuals who 
initially enrolled in the program and were 
assessed and/or surveyed at various periods 
during the period between 1998 and 2003.  
 

Table I – Specific Outcomes Required  
 

• Successful completion of 
entrepreneurial training 

• Developed business plan 
• Established legal entity 
• Opened business checking account 
• The establishment of a home office 
• Signing a lease 
• Securing equipment/purchasing supplies 
• Developed marketing package 
• Solicitation of customers/advertised 

product or service 
• Purchased business insurance 
• Obtained needed licenses/registrations 
• Employees hired 
• Filing schedule C for income tax 
• Other - specific to a given business (e.g., 

buying franchise, franchise training, etc.) 
• Amount of time being devoted 

(minimum of 32 hours/week) 
 

Table II - SEAP Participants  
(Program Entrants (Accepted = 207, 

Participants  = 187) 
 

Event #  Response  
Program Participants 187 100% 
Aptitude Assessment 184 98% 

EQTM   Survey 180 96% 
Post-Program Outcomes  121 65% 

Follow-up Business 
Concept Surveys 115 61% 

2003 Telephone Survey  54 29% 
 
 Table III presents the summary scales 
assessed by the EQTM instrument as well as the 

average scores of the participants of the IUP 
program (at the bottom of the table).  Table IV 
is a summary of other characteristics and 
assessments. 

 
Table III - Entrepreneurial Quotient (EQTM) 

Ideals & Test Results 
 

Summary Scales Ideal Score 
Adaptability 100-66 
Managerial Traits 100-71 
Personality Traits  100-71 
EQTM Index (Ideal) 100-71 

SEAP Participants 
N = 180  (7 persons did not take the 

test) 

Average = 
39.9 

Std. Dev. = 
28.0 

Range = 1 - 
98 

 
 Based on this assessment process, 207 
individuals were accepted into the program and 
were enrolled in one of twenty-one different 
cohorts. Each cohort‘s program lasted from 6-11 
weeks and included at least one formal 
classroom session per week.  Intensive one-on-
one sessions were typically conducted with each 
of the participants from 1 - 3 times/ week.   
 

Table IV - Profile of SEAP Participants 
 

Characteristic Mean 
Age 41.9 
Education (years) 13.6 
Reading Level (Grade Equiv.) 11.7 
Math Level (Grade Equiv.) 10.3 
Reasoning Level (Grade Equiv.) 13.2 
Language Level (Grade Equiv.) 13.2 
Entrepreneurial Quotient (EQTM) 39.9 
119 males and 68 females entered the program 

 
 The formal sessions and the one-on-one 
sessions included a number of general topics: 
Introduction to SEAP; The Nature of 
Entrepreneurship; Business Concept to Business 
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Plan; Marketing Basics & Market Research; 
Marketing Implementation; Advertising; 
Internet Marketing; Operations; Competitor 
Intelligence; Financial Analysis; Financing; 
Bookkeeping/ Accounting; Legal Structure & 
Issues; Insurance Issues; and Business Plan 
Development & Presentation (by participants).  
 In order to provide additional insight, a 
number of “guest lecturers” were used 
throughout the program.  They included a SEAP 
Alumna; Systems Technology Manager; 
Director, Small Business Development Center 
(SBDC); Co-owner, Advertising Agency; 
Professor of Marketing; Bank Vice 
President/Loan Officer; Financial Director - 
County; U.S. Small Business Administration 
(SBA); Accounting Professor engaged in private 
practice (CPA); Attorney,; Insurance Agent, 
President, Chamber of Commerce; Director, 
Government Contracting Assistance Program 
(GCAP) Specialist; and Manager, Small 
Business Incubator.   
 

Hypotheses 
 
 The overarching assumption that has 
driven initiatives like SEAP as well as most 
entrepreneurship education is the assertion that 
entrepreneurs can in fact be developed. The 
following quote is particularly apropos: 
 
 “Let me tell you what we can’t do,” 
says Bill Bygrave, Director of Babson’s 
Center for Entrepreneurial Studies.  “We 
can’t make people into entrepreneurs if they 
don’t have the basic drive, energy, and a 
strong sense of what it takes to run a business.  
But give me someone who has those basic 
skills, and we’ll make him into a much better 
entrepreneur” (Callan & Warshaw, 1995). 
 
H1 – The SEAP success rate will exceed the 

implicit Pennsylvania success rate of 75%.  
H2 – Assessment scores will positively correlate 

with EQ results.  

H3 – Assessment scores will positively correlate 
with the number of outcomes achieved.  

H4 – Age will not correlate with either EQ 
results or Number of Outcomes achieved 

H5 – EQ Results will positively correlate with 
Number of Outcomes.  

 
Outcomes of Program 

 
 There was a great diversity of business 
concepts that were pursued by the participants 
of the program.  Table V summarizes these 
findings relative to seven categories of 
enterprise. 

 
Table V – Types of Businesses 

 
Type of Business % Participants 

Contracting/Repair Services 20% 
Human & Health Services 8% 
Food Services 7% 
Wholesale/Retail Sales 15% 
Manufacturing 11% 
Other Services 29% 
IT/Communications 9% 
Others 2% 

 
 The participants were assessed at the end 
of training in terms of the Pennsylvania 
mandated outcomes achieved. Currently we 
have 121 respondents (from the 187 participants 
who completed most or all of the training) who 
have completed the official state documents that 
track the number of outcomes officially 
achieved.  The analysis of the results of these 
participants indicates that 100 out of the 121 
participants completed at least one outcome.  
Furthermore, the average number of bona fide 
outcomes accomplished by the participants is 
7.8 outcomes with a median of 8 and a mode of 
7.  Overall, 100 out of 121 completed at least six 
of the outcomes, a “success rate” of 83%.  This 
result supports H1 – The SEAP success rate 
will exceed the implicit state of Pennsylvania 
success rate of 75%. 
 In order to assess what factors might 
explain the participants’ scores on the 
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Entrepreneurial Quotient (EQTM) survey, a 
correlation analysis was performed on several 
relevant factors (H2). It was expected that 
education level as well as the assessments of 
math, reading, reasoning and language would all 
be positively related to the EQTM scores (H2).  
Table VI is a presentation of this data suggesting 
that there are two significant relationships, those 
between Reading Level with the EQTM score 
and Education Level with the EQTM score.  
Because Education Level and Reading Level are 
very highly correlated (.397 at a significance 
level of .000), it is not surprising that these 
relationships parallel one another.   

 
Table VI - Relationship of Education Level  

& Assessment Scores on EQTM – H2 
 

Variable Corr. R-square Sig. 
Education Level .225 .051 .006 
Math Level .009 .00 .909 
Reading Level .236 .056 .001 
Reasoning Level .073 .005 .335 
Language Level .132 .015 .083 

 
 The relationship of various factors to the 
success measure (number of outcomes) is of 
particular interest since this is the proxy for 
entrepreneurial success (H3, H4, and H5). Of all 
of the factors that were correlated to this success 
measure, it was expected that all but age would 
be related positively to EQ score.  The age 
variable was not expected to be related due to 
the conventional wisdom that entrepreneurs are 
not likely to attempt to start a business and/or be 
successful in entrepreneurial efforts toward the 
end of their working careers (due to risk 
aversion, responsibilities, entrenchment, etc.).  
Please see Table VII.  
 As expected, age was not related to 
“entrepreneurial success.”  We were, however, 
surprised that none of the other variables were 
related to the number of achieved outcomes! 
These results suggest that not only does the 
Entrepreneurial Quotient (EQTM) not have 
significant predictive validity; none of the other 

expected relationships were found to be 
significant either. 

 
Table VII - Relationship of Age, Education 
Level & Assessment Scores to Number of 

Outcomes – H3, H4, & H5 
 

Variable Correlation Sig. 
Age .173 .092 
Education Level .021 .837 
Math Level .112 .223 
Reading Level .084 .360 
Reasoning Level .161 .079 
Language Level .150 .108 
Entrepreneurial 
Quotient  -.041 .657 

 
 In order to further examine the 
relationship between the independent variables 
and measures of “success,” some additional 
measures were employed.  Specifically, a 
follow-up telephone survey was conducted 
which included a large number of questions 
including some which pertained to additional 
measures of success.  Keep in mind that in some 
cases the respondents are 5 years out from the 
completion of the SEA Program whereas others 
would be only a few months out of the program.  
A few of the questions pertained to measures of 
success that go beyond the measures employed 
by the state of Pennsylvania and are presented 
below: 
• Open for Business?  (Yes/No) 
• Sales Level? (Level of Sales) 
• Financial Satisfaction? (5 point scale from 

“Not Satisfied” to “Extremely Satisfied”) 
• Overall Satisfaction? (5 point scale from “Not 

Satisfied” to “Extremely Satisfied”) 
 
 Of the 187 participants in the program, 
54 responded to the telephone survey (which is 
ongoing at this time).  This represents a 
response rate of 29%.  Based on this survey, 38 
of 54 respondents were “Open for Business” (a 
70% “success rate”).     
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 These results are very interesting – the 
first two relationships suggest a very strong 
relationship between having a strong 
entrepreneurial orientation and achieving 
satisfaction by being an entrepreneur.  Perhaps 
simply pursuing the “entrepreneurial dream” is 
more satisfying for one who is more predisposed 
to do so. 

 
Table VIII – Significant Relationships of 

Follow-up Telephone Survey 
(n=54, Response Rate = 29%) 

 
Variable 1 Variable 2 Corr. Sig. 

Entrepreneurial 
Quotient 
(EQTM) 

Profit 
Satisfaction 

with 
Business 

.456 .004 

Entrepreneurial 
Quotient 
(EQTM) 

Overall 
Satisfaction 

with 
Business 

.447 .003 

Outcomes 
Achieved in 

SEAP 

Open for 
Business .469 .002 

 
Some Anecdotal Results 

 
 Through the delivery of the program 
itself, follow up surveys and testimonials from 
participants in the program, there were a number 
of interesting anecdotes that are worth 
mentioning. 

• There were several very interesting 
businesses concepts proposed; in some 
cases very successfully implemented by 
the participants.  Some examples include 
a solar engine; a chemical composition 
that keeps black powder (and other 
substances) dry, even in the rain; a 
women’s center based on a SEAP 
graduate’s experience as a nurse-
midwife; pedorthic footwear focused on 
persons with diabetes; “eldercare” 
assistance (non-healthcare) targeted 
towards elderly in need of general 

assistance; equine photographer; 
portable saw mill (trailer mounted); 
customized turbocharger manufacturing; 
canoe livery service; English Bulldog 
breeding; exotic mushroom production 
and marketing; antique brass 
manufacturing and a host of IT 
entrepreneurs.   

• The “most successful” participant has 
grown their business to nearly 200 
employees and $10 million in sales. 

• A two-person team of SEAP participants 
from an earlier module (home health 
care) commenced business, substantially 
grew, and subsequently laid off two 
nurses.  These two unemployed nurses 
came through SEAP and started up their 
own home health care agency locating in 
our incubator and later became a SBI 
client!  They are now very successful. 

• There have been a significant number of 
SEAP participants who have networked 
with each other and now trade, buy and 
sell products and services with one 
another.  The cohort concept creates an 
atmosphere ripe for relationship 
development and supportive synergies 
among the participants. 

• One of the valuable outcomes of this 
program was the “discovery” on the part 
of some the participants who, through 
the process of developing a business 
plan, were pursuing a dream that was not 
likely to be feasible.  Although 
disappointing to the individuals, they are 
far better off than had they blindly 
moved forward risking capital, their 
homes and their time.  The attrition 
process is as full of insightful stories and 
lessons as those from the successful 
implementation process. 

• There were many unemployed 
participants who, due to their past and 
current financial situation, were unable 
to obtain even modest amounts of capital 
to start-up their businesses. 



 6 

Conclusions 
 

 This project began as a program (SEAP) 
with the purpose to try to make it possible for 
“displaced” unemployed workers to become 
self-employed - to become entrepreneurs and 
small business owners.  Potential candidates 
were assessed for the purpose of establishing 
whether they would likely be successful based 
on their skills and aptitudes.   

• The primary hypothesis that 
entrepreneurs can be developed (H1) has 
been strongly supported by the level of 
success realized by those who have 
completed the program with more 
outcomes.   

• Interestingly, educational attainment and 
reading skills correlate very highly with 
Entrepreneurial Quotient (EQTM).   

• A priori assessments of participants in a 
program of this nature provide little in 
the way of a predictive tool with respect 
to “objective” measures of 
entrepreneurial success.  

• However, the Entrepreneurial Quotient 
(EQTM) of participants is very highly 
correlated with “subjective” measures of 
entrepreneurial success.  For example, 
EQTM is highly correlated with Profit 
Satisfaction with Business AND Overall 
Satisfaction with Business. 

• The real reason for success is the 
program itself -- the success of the 
individuals is a function of their 
participation in the program and the 
learning and assistance provided therein.  
This was the entire purpose of the 
program and the basis for the primary 
hypothesis. 
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Abstract 
 
 This paper reports on a case history drawn from a project that profiled successful entrepreneurs 
from ethnic minorities in the U.K., investigating how they accumulated their wealth and the extent to 
which they have subsequently used it for philanthropic purposes. Asian (originating from the Indian 
Sub-continent) entrepreneurs were chosen due to their propensity to engage in entrepreneurial 
activities in the U.K., that is, vis-à-vis other communities. Ten case histories were undertaken, but one 
is presented in this paper in order to explore in an in-depth manner, individual case histories to serve as 
a learning vehicle. 
 



The Entrepreneur in America 
 

John Bromley, University of Northern Colorado 
 
 
 PLP 200 (The Entrepreneur in America) 
is a course presently restricted to the 70 
members of the highly selective President’s 
Leadership Program (PLP) at the University of 
Northern Colorado. The students in the program 
are chosen for their leadership experience, 
potential and interest beyond self; the PLP 
enrollment is drawn from all colleges and 
disciplines, a mix of artists, athletes, business 
majors, teacher candidates, scientists and artists.  
 Gifted students as well as athletes, PLP 
scholars have also been class officers, 
homecoming royalty and section leaders of 
bands They are, however, as so nearly perfect 
people often are, deeply risk-averse; they have 
gotten where they are with that winning docility 
of spirit which the public schools are inclined to 
reward. For them far more than for most, the 
challenge of college is to learn to take chances. 
Enormously likeable people, they have gotten 
where they are now by the good offices of 
teachers, counselors and principles who have 
advanced them both in their own schools and to 
the colleges where they applied. Scholarship 
winners who could have gone where they chose, 
they have chosen this University because of its 
relative low cost, closeness to homes—half are 
from rural areas—and the regional excellence of 
its programs in teaching, business and the arts. 
 PLP 200 is focused on three big visions: 
the transcontinental railroad, the Panama Canal 
and the atom bomb. These were chosen not so 
much for size and grandeur but because each 
involved multiple layers of entrepreneurial 
vision across a broad range of endeavors, with 
which students may be expected to identify. 
While each was an endeavor of extraordinary 
complexity, at bottom is the fulfillment of a 
basic human need: a superweapon to defeat the 
Nazis, a way of shortening a long sea journey 

hampering both navies and commerce alike, the 
welding together of a vast national landscape. 
 Each was a project of such scale that it 
employed public finance, either initially or in 
process; given the nature of big dreams each 
required vastly greater amounts of public money 
than was originally anticipated. They all 
outgrew, as dreams do, the ideas of their 
founders; the Canal became a national symbol, 
the bomb the horror of its time, the railroad, like 
the bomb, an inspiration and a guide to a similar 
Russian effort. These three endeavors are not 
just studies in entrepreneurial vision and 
enterprise; each is also a study in consequences, 
intended and not. 
 So the genesis of PLP 200 is as a course 
in vision, the taking of calculated risks; a course 
in entrepreneurship. We begin with reading and 
discussion of the Autobiography of Ben 
Franklin, the seminal American entrepreneur. A 
printer who financed others for a share in equity, 
Franklin was able to retire from business at 40 
to pursue science, government service, 
revolution and finally diplomacy. Franklin, very 
appropriately the inventor of the lightning rod, 
also created a great partnership aphorism when 
he told his revolutionary colleagues that they’d 
all better hang together lest they all hang 
separately. (1) 
 Franklin’s was a model life, and one 
which stressed both public service and unity—a 
thought which serves as a bridge to discussion 
of the transcontinental railroad. A fascinating 
project made of many motives and involving a 
group of titans at each end, the California 
construction was inspired and financed by a 
mercantile group wanting to take products up to 
the mining camps more easily than by mule. The 
eastern end was in some ways more idealistic, 
and derived from the Civil War’s success in 
uniting the North and the South by force of 



arms. Might it not also be possible, Lincoln and 
others wondered, be possible to unite the East 
and West by the narrow thread of a railroad? 
Entrepreneurs gathered, made surveys and 
planned routes—and convinced the government 
of a spectacular financing method which 
combined cash subsidies with grants of alternate 
sections along the route. The enormous shift in 
market transport which resulted was a 
revouution nearly as profound as the effect of 
access to the new Western lands, the subject of 
the largest transfer of wealth from public to 
private hands in the history of the world. 
 The nation by 1901 unified, Teddy 
Roosevelt used his well-developed bully pulpit 
as much to build as to bully and inspire. His 
mind was fixed on greatness, both personal and 
national; a rambunctious Assistant Secretary of 
the Navy when the Spanish-American War took 
him off to Cuba and fame, Roosevelt was in 
thrall, then and later, to Admiral Mahon’s vision 
of seapower as the ultimate weapon. (2) He who 
rules the sea rules men, Mahon taught—and 
Roosevelt was deeply awed by the war’s two 
great naval victories. Half a world apart, but 
virtually simultaneously, the American navy 
defeated feeble Spanish fleets both in the 
Phlippines and off Cuba. (3)From this Roosevelt 
drew the lesson that if the American fleet could 
have passed through Central America, whether 
at Nicaragua or at Panama, the distance between 
the two battle sites might have been halved. And 
with a canal, a strategically-placed navy might 
sally to either ocean or both far more easily, and 
frighten off competitors simply by its position as 
a force in being. 
 Once president, the former naval 
secretary built ships, and dreamed of his 
centrally-located two-ocean navy as the forge of 
American status as a great power. The European 
rivals, England and Germany, were building 
ships, as was Japan: Mahon’s doctrine of 
necessary naval supremacy ruled the waves, in 
America as elsewhere. It remained but to build 
what the Canal’s great contemporary chronicler 

David McCullough has called “The Path 
Between the Seas.” And build it Roosevelt did. 
 His choices lay between a deceptively 
simple Nicaraguan route, utilizing the great 
central Nicaraguan lake as a partial transocean 
seaway, or to build in Panama over the ashes of 
Ferdinand De Lessups’ great earlier failure. The 
engineering questions were further complicated 
by debate over whether to build a sea level or a 
lock canal—and by the spectre of disease which 
had first frustrated and then destroyed the 
French effort. A canal had to be built through 
the tropics, in pestilential country ravaged by 
yellow fever, malaria. The incidents of nature, 
including wild rivers, massive floods and the 
slides of mud which periodically block the 
Canal even yet hampered the builders at every 
foot; no public heath measures and no 
techniques of engineering then known were 
equal to the building of such a canal. De Lessps’ 
failure had shown that the Suez Canal, a sea 
level canal built largely on the level, was useless 
as a guide: Roosevelt’s transisthmanian canal 
had to be built across the heights of the Central 
American mountains, and through country 
hideously inhospitable to man. 
 That these challenges were met and 
mastered is an achievement to rival the Canal 
itself. Eventually the Congress was frightened 
away from Nicaragua by a deeply 
entrepreneurial French lobbyist, Philippe 
Bunau-Varilla, who made stamps of a 
Nicaraguan earthquake and thereby forced a 
decision for Panama. The great lobbyist, 
employed by the old French company to get any 
terms he could, sold the older company’s treaty-
secured right of way across Panama for $40 
million. (4)When Columbia, of which Panama 
was then a province, proved uncooperative 
Roosevelt simply made Panama a nation and 
secured what he needed from a passive new 
government of his own creation. (6) 
 The other problems, the ones posed by 
nature, were solved by experts, and indeed this 
was the age in which the expert was coming into 
his own. William Crawford Gorgas, a physician 



and sanitation expert experienced in the similar 
plagues of Cuba, eradicated the worst of tropical 
disease by eradicating the stagnant pools in 
which lethal mosquitoes bred. (6) A railroad 
engineer named John Stevens devised the 
circular system of trackage by which engines 
constantly in motion were used to clear the 
canal’s path while dumping dirt into the 
foundations what would create the canal’s 
central waterway, Gatun Dam; the savage river 
which rushed from the mountains was tamed by 
the expedient of using its once-maddened waters 
to make a lake, even at the cost of hundreds of 
native villages. (7) 
 By the summer of 1914 Roosevelt’s 
successors had his canal, at once the foundation 
of American seapower and symbol of its 
greatness. In time the canal, as its utility 
declined, was recognized both as an 
environmental blot and as so close to stolen 
property that TR’s eventual successor Jimmy 
Carter would eventually return it. Though a 
study of consequences, however presentist, is 
crucial to its impact, the Canal remains a classic 
study of entrepreneurs doing what they do best: 
dreaming big, and applying human ingenuity 
across a variety of political, scientific and 
technological challenges.  
 If the Panama Canal was ready just in 
time for the commercial and military transits 
World War I involved, so World War II gave 
birth to hope of the war-winning weapon which, 
in August 1945, spelled the doom of the 
Japanese Empire. Ironically, the bomb was 
developed in a race with the Germans, who 
under Walter Heisenberg were attempting a 
bomb of their own. Alfred Einstein had warned 
Theodore Roosevelt’s cousin Franklin of the 
German potential, and the so-called Manhattan 
District Project was begun under military 
auspices shortly thereafter. 
 The making of an atom bomb posed as 
many puzzles as had the Canal. Some of the 
problems were both scientific and technological, 
involving both the processing of uranium and 
manufacture of the new element plutonium. 

Others involved the manufacture, packaging, 
storage, transmission and controlled detonation 
of the chain reaction itself, so dangerous but so 
observable in the laboratory. There were 
logistical nightmares which became 
psychological, like the caging of scientists at the 
raw new town of Los Alamos. Scientists had to 
be recruited and shipped to Los Alamos, a 
matter left to the charismatic J. Robert 
Oppenheimer, the scientific chief; the scientists 
so gathered then had to be persuaded to give up 
scientific openness and collaborative spirit, the 
intellectual habits of a lifetime, in favor of rigid 
compartmentalization, tight security regulations 
and dominance, in small matters and large, of 
General Leslie Groves.  
 Over time—of which there was very 
little—giant industrial complexes were built at 
Oak Ridge, Tennessee and at Hansford, 
Washington. Uranium was refined in the first, 
plutonium created in the second; the uranium 
gun bomb called “Thin Man” was used at 
Hiroshima, and the plutonium bomb, “Fat Boy,” 
was employed at Nagasaki. While first test 
bomb was not detonated until three months after 
the German war was over, thus sparing the 
intended target, President Truman rode the 
inertia created by the military and scientific plan 
to use so expensive a weapon on the only 
remaining enemy, Japan. It is argued that, on the 
one hand, Japan was militarily helpless by 
August 1945, requiring only blockade; other 
historians maintain that an invasion of the 
Japanese home islands was necessary to force 
surrender, and had become a moral imperative 
through the progressive slaughter of American 
and allied prisoners. 
 There are issues—military dominance of 
scientists, the dilemma of use and first use, the 
question of the morality of espionage—which 
are of endless fascination to students, and a 
further series of instructive lessons about 
scientific and technological beginnings. Part of 
the design of the implosion lens in which the 
plutonium bomb’s core of conventional 
explosive was wrapped, for instance, was the 



work of Klaus Fuchs, who promptly passed it to 
Russia. Even the machine shop where the lens 
was made sheltered Julius Rosenburg’s brother-
in-law David Greenglass, who passed a drawing 
of the lens on to Rosenburg and to Russia. As 
one entrepreneurial scientist, Louis Slotin, was 
demonstrating a controlled chain reaction he 
slipped, and became the scientific community’s 
first casualty; years later, the man who stood 
behind him at the time referred to a pale, 
hairless area of his chest as “Slotin’s shadow.” 
And among the most legendary exploits of 
World War II are the raids, both by commando 
and by air, on the German heavy water plants in 
Norway.  
 War gives scope to entrepreneurial 
energies, the history of the atom bomb shows, 
and vast funding for the entrepreneur. What had 
once been a minor field of experimental physics 
became an all-consuming national enterprise.  
And the paradox of teaching all this is that 
students, to whom the victor of Worled War II is 
only and an ancestral memory long since 
dimmed, life with the environmental 
consequences. Chernobyl is theirs, as is the 
wasteland at Rocky Flats, an abandoned 
manufactury for nuclear triggers just outside 
Denver. So is the dilemma of military 
consequence: while we have had 59 years of 
nuclear truce it is and was uneasy, and the 
instinct to try to control emerging nuclear 
nations is the unilaterilist’s itch.  Ought we to 
have kept, as we tried so hard to do, the atom 
bomb an Anglo-American monopoly—it was 
here the Rosenbergs offended, and for which 
they died--or ought we to have shared what 
we’d learned with allies other than Britain? 
Might this—since we lost our monopoly to the 
Russians quickly anyway—have forestalled 
some of the venom of a bipolar world? 
 And what of our policy now? As new-
minted unilateralists, ought we to deny others—
Iraq, Iran, North Korea—possession and use of 
the weapon we created? Is nuclear energy the 
bright light of a new millennium, or are its 
wastes and dangers its poisons? These are the 

questions which haunted Robert Oppenheimer, 
later to lose his security clearance for thinking 
about all this, when he said, of himself and his 
fellow scientists, that they had known sin. 
 The question at the root of PLP 200 is 
deceptively simple: What are the consequences 
of originality, creativity and entrepreneurship? 
This is a question I hope our students consider 
always. 
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Abstract 
 

This paper examines a number of 
considerations, problems, solutions and costs 
associated with wind power.  The legal, social 
and environmental positives outweigh the 
negatives that result in the conclusion of “why 
would anyone not consider using wind power”.  
Global environmental benefits as well as 
individual benefits could result by favorable 
government assistance. 

Wind power is a clean, non-polluting, 
sustainable electrical power source for use by 
homeowners, business, and utility companies.  
The current all-inclusive price for wind power 
is higher than today’s environmentally subsided 
price for U.S. fossil fuel electricity. There are 
many valid reasons for household and business 
wind power conversion, e.g., decreasing 
pollution, self-sufficiency, and avoidance of 
future utility rate hikes.  However, additional 
economic parity between wind power and fossil 
fuel sources is needed to increase wind power 
generation in the U.S.  Federal tax credits for 
wind power and other nonpolluting renewable 
alternative energy sources would help.  
Increases in wind power generation assist the 
U.S. and the world in fighting pollution and 
global warming.  Unfortunately, until 
Americans are forced to adopt or given 
economic incentives to adopt better electrical 
generation methods, a majority of citizens will 
not convert to less polluting methods. 

 
Introduction 

 
 A wind turbine captures the wind and 
converts it into electricity to be used in homes, 
business or sold to the electric company.  The 
familiar mechanical windmills were created in 

the late 1800’s to develop the US western 
frontier.  These windmills were multiple blade 
mechanical versions that harnessed the wind to 
pump water or generate small amounts of 
electricity to power lights, radios and kitchen 
appliances for rural families. (“Connecting a 
Small Scale Renewable Energy System to an 
Electric Transmission Grid,” 2003) 
 The energy crisis of the 1970’s and 
1980’s raised the awareness of using wind as 
an alternate energy source.  Installing and using 
wind power became feasible with favorable tax 
credits and federal regulations.  From 1976 – 
1985, farmers and homeowners in the US 
installed 4500 – 5500 small turbine systems. 
(“Connecting a Small Scale Renewable Energy 
System to an Electric Transmission Grid,” 
2003) 
 The unreliability of these wind systems 
created problems.  Today’s small wind turbines 
are more reliable and operate up to five years 
without maintenance, with estimated lives of 
20-40 years.   
 

Why Consider Wind Power? 
 

Wind power produces no air pollution, 
does not deplete natural resources, does not 
threaten the earth’s climate and uses a 
renewable resource.  As of 2001, coal made up 
52% of the fuel source to create the electricity 
in the U.S.  (“U.S. Electricity Sources,” 2003).  
Coal harms the environment and human health 
when mined, transported, and burned.    

Wind generation hedges against sure 
future energy shortages, oil embargos or utility 
rate hikes. Wind generation has low operating 
costs, other than routine maintenance, there is 
little or no future cost.  The question should be 



“why would anyone not consider using wind 
power?” 
 The Grassroots campaign for wind 
power in Colorado lists the top ten reasons to 
buy wind power. (“Top Ten Great Reasons to 
Buy Wind Power,” 1998) 

The list is:   
1. Clean up the state’s air.  Buying wind 

power reduces smog, acid rain, and air 
pollution. 

2. Renewable energy.  Wind is 
inexhaustible. 

3. For the kids’ sake.  Our oil, natural 
gas, and coal won’t last forever.  We 
need to begin to develop our state’s 
wind and solar resources now. 

4. Your dollars count.  Utility companies 
are spending millions of dollars to build 
wind farms but it’s your money that’s 
making it happen. 

5. Cheap energy is a myth.  Yes, wind is 
a bit more expensive initially, but think 
of the hidden costs of cheap fossil fuel 
energy: smog, acid rain and snow, oil 
spills, climate change, human health 
impacts, nuclear waste, and lost salmon 
species.  Wind is the real bargain. 

6. It’s your choice.  You can choose to 
use clean, renewable energy. 

7. Curb your own pollution.  Buying 
wind power is a cheap easy way to 
dramatically reduce the environmental 
impacts of your energy use. 

8. Climate Change.  Each cent you spend 
on wind power keeps a pound of carbon 
dioxide, the chief greenhouse gas, out 
of the air.  Let’s be penny wise, not 
pound foolish. 

9. Bang for the buck.  For the price of a 
six-pack of coke or a single video rental 
each month, you can save 1200 pounds 
of coal and avoid 2400 pounds of air 
pollution each year. 

10. It’s the right thing to do. 
 

Drawbacks to a Wind System 
 
 The major drawback to a wind system is 
the initial up-front purchasing and installation 
cost.  There is no on-going fuel cost as in fossil 
fuel generated electricity, which fails to include 
the environmental damage and the natural 
resources depletion in its costs.  The 
unreliability of wind can be a problem, as the 
wind does not always blow strong enough to 
fulfill electricity needs.  Wind is classified as 
an intermittent power source and consumers 
need a backup electricity source.  
 Location restrictions may be a problem 
and include sufficient lot size, potential zoning 
issues, and community complaints about a tall 
tower. It, also, may include expensive and 
time-consuming processes to connect to a 
utility grid.  Some communities have height 
restrictions that would make a wind tower 
unfeasible without a zoning exception.  New 
cellular phone towers may make wind turbine 
towers more acceptable.    
 

Wind Power Problems 
 
 A number of people have heard about 
these potential problems with wind power:    

a) Wind turbines attract and kill birds 
b) Wind turbines are noisy 
c) Wind turbines throw ice and blades 

that could kill someone 
d) Wind turbines & towers destroy the 

looks of the countryside. 
The first three issues are overstatements 

of the general state of wind power turbines 
today.  The last one is more a perception than 
anything else. 

The National Wind Coordinating 
Committee did a study to count bird deaths by 
turbines and used that research to project total 
bird deaths for the entire US based on estimates 
of operating turbines at the end of 2001.  The 
study indicated a total mortality rate was 6400 
bird fatalities per year from wind turbines, 
while utility transmission lines kill 130 – 174 



million bird deaths per year, collisions with 
cars kill 60-80 million birds per year, collisions 
with building and house windows kill in excess 
of 100 million birds per year, and agricultural 
pesticides kill 67 million birds per year. 
(Sagrillo, 2003) 

Noise was a problem with some early 
wind turbine designs.  Engineering and 
appropriate setbacks from residences have 
reduced the noise problems.  A wind turbine 
250 meters from a residence is no noisier than a 
kitchen refrigerator.  (“Is Noise a Problem for 
Wind Turbines?,” 2002)  The current home-
sized wind turbines have a noise level of 52 to 
55 decibels. 

Ice build up on wind turbine blades 
simply slow down the blade rotation (Sagrillo, 
2000)  Flying ice is not a problem, as the blades 
won’t turn when they are iced.  Current 
improved turbine and blade designs make it 
very rare for a blade to fall from a turbine.  

Everyone has his or her own definition 
of what constitutes a nice looking countryside.  
Some people think fences, houses and barns are 
unsightly.  To some wind turbine towers are no 
more unsightly than an older windmill, just 
new and different.    
 

Wind Power Now 
 
 Last year, the total US generated wind 
power grew by 10% to 4700 megawatts, or 
enough to power about 1.4 million homes, but 
trailed the global increase of 28%. (Anderson, 
2003)  However, the Mid-American Energy 
power company is planning to build the world’s 
largest wind farm in northern Iowa - a 310-
megawatt project. 
 Suncor Energy Inc. is building a 30-
megawatt wind power plant in southern 
Alberta, Canada at a cost of $48 million. 
(“Suncor to build $48 million wind power 
plant,” May 30, 2003)Germany led Europe 
with 8754 megawatt of wind power installed at 
the end of 2001 (“Another Record Year for 
European Wind Power,” 2003) 

and Germany has announced that they plan to 
convert 25% of their countries energy needs to 
wind power by 2025.  Germany has decided to 
phase out nuclear power and convert to wind 
power instead.  (“Germany Boosts Wind 
Power,” June 2003) 

Spain is the second highest wind power 
user in Europe with 3337 megawatts of wind 
power installed at the end of 2001.   The rest of 
the top six at the end of 2001 are Denmark at 
2417 megawatts, Italy at 697 megawatts, 
Netherlands at 493 megawatts and UK at 474 
megawatts. )  (“Another Record Year for 
European Wind Power,” 2003) The US is 
second to the European countries in the total 
amount of wind power generated.  However, 
Europeans use substantially less electricity than 
Americans.  The Average American use a little 
more than twice the electricity than the average 
the European. (“Wind Power in 2002,” 2003) 

 
Equipment Specifics 

 
Wind power equipment is similar 

around the world.  Evaluating and 
understanding wind power equipment is 
necessary before trying to use wind for 
electricity generation. 

Equipment needed for a modern wind 
system large enough to power a standard 
household include a rotor with two or three 
blades, a generator, a battery bank if desired, a 
tower to mount the turbine, and at least an acre 
of land.   
 The blades can be made of almost any 
material.  The blades of the modern wind 
turbine are made of wood, fiberglass or 
composite. (Gipe, 1999) Fiberglass is the most 
popular material for turbine blades today.  
Fiberglass is strong, inexpensive, not subject to 
metal fatigue, and can be formed in many 
different designs.   
 The wind turbine drives a generator.  To 
connect to a utility company, you will need an 
induction generator which will use power to 
start.  When the wind is sufficient, the 



generator quits pulling electricity and starts to 
generate electricity.  The power will also be 
converted from DC power to AC power, which 
is used in a house with normal wiring or to a 
utility company.  

If you are using the wind turbine to 
charge a battery bank instead of connecting to a 
utility, an alternator is used to generate AC 
power (as opposed to DC power) for powering 
a cabin or small house.  However, this type of 
power fluctuates as the wind fluctuates.  Power 
from this wind machine must be treated or 
conditioned before use, even if it is used to 
charge a battery bank. (Gipe, 1999)  A 
synchronous inverter is used to treat the power. 

Excess wind is always a concern.  The 
rotor is designed for winds blowing at speeds 
within the turbine’s operating range.  
Somehow, the wind system must be able to 
withstand excess wind without ripping the 
blades off or knocking the tower over.  The 
simplest method is to decrease the area of the 
rotor intercepting the wind.  The less area 
exposed to the wind, the less damage to the 
blades and less force against the tower. One 
method in household systems is called 
horizontal furling, the rotor swings sideways 
toward the tail.  The tail vane is used for  
pointing into the wind while the rotor is 
running.  This exposes less area to the wind and 
lessens the wind pressure against the blades and 
tower.  Some manufacturers use a vertical 
furling option.  In this case, the rotor tilts up 
and back over the tail.    

The tower is a key part of a wind 
system.  Tower considerations include height, 
strength and type.  The general consensus is the 
taller the tower the more wind power.  A 
minimum height for a household wind system 
is an 80-foot tower.  If there are trees or 
buildings around, a 100-120 foot tower is 
recommended. (“The Most Frequently Asked 
Questions About Wind Energy,” 2002)  The 
rule of thumb is the tower should be 30 feet 
taller than anything within 300 meters.  Also 
wind velocity increases with greater altitude so 

the higher the tower, the more wind you will be 
able to capture. 

The wind tower must be able to 
withstand strong forces in high winds.  Towers 
are rated based on the thrust load they can 
endure without buckling.  In the US, 
manufacturers must design their wind systems 
to withstand winds up to 120 miles per hour.  
The turbine and the tower must be matched to 
assure the turbine and tower doesn’t sway too 
much at the same time and allow the blades to 
hit the tower.    

There are three types of household 
towers – free standing, pole and guyed.  Free 
standing towers are self-supporting.  These 
towers depend on their foundation to prevent 
the tower from falling over.  The tower must be 
very strong internally and are usually lattice or 
truss towers, which can be shipped in 20-foot 
sections.  Freestanding towers are more 
expensive but take up less space.  A crane 
maybe needed in installation. 

Freestanding pole towers are used for 
lightweight turbines while tubular pole towers 
(which use fatter poles than pole towers) are 
used for heavier turbines.  These towers can be 
made from steel tube, steel pipe, wood, 
concrete or even fiberglass.  The pole towers 
are only available in limited sizes and strengths 
and require heavy equipment for installation.   
Pole towers are seldom used in the US. 

Guyed towers use anchors and 
connecting cables to stabilize the tower.  These 
are the most frequent choice for household 
sized wind machines.  (Gipe, 1999)  Guyed 
towers can be made of steel lattice or pipe.  The 
welded lattice type of towers is mass-produced 
for the telecommunications industry.  
Therefore, these towers are widely available in 
a range of sizes and are modestly priced.  Steel 
pipe towers can be fabricated locally from steel 
pipes and are bolted or slipped together.  For 
either type, extra high strength stranded steel 
cables or aircraft cable (which is even stronger) 
is used to anchor the tower to the ground.  
Three to five guys (wires) are used at each level 



depending on height.  Tilt-up towers must use 
four guys at each level.  Tilt-up towers permit 
the tower to be raised and lowered for 
installation or maintenance. Tilt-up towers are 
more expensive.  Anchors are usually long steel 
shafts screwed into the ground.  The guy radius 
should be no less than one-half the height of the 
tower (Gipe, 1999) and up to 75-80% of the 
height of the tower. 
 

Wind Needed 
 
 Sufficient wind speed is critical to a 
productive wind system.  Average wind speed 
needs to be above 8 miles per hour to be 
effective.  (Bergey,  2000)  Commercial wind 
farm require a higher average wind speed.  The 
Department of Energy (DOE) has wind 
resource maps for all states.  If your site is 
rather flat, then the DOE maps will be an 
accurate reflection of your average wind speed.  
However, if your site has hills, trees or other 
obstructions, then the wind needs to be 
measured with an anemometer over a period of 
time.   
 The U.S. Department of Energy’s 
National Resources Energy Laboratory (NREL) 
rates North Dakota as the highest in potential 
for wind power generation.  Rounding out the 
rest of the top ten in the US are Texas, Kansas, 
South Dakota, Montana, Nebraska, Wyoming, 
Oklahoma, Minnesota & Iowa.  California is 
rated number 17 in potential but they already 
have the highest generation of wind power in 
the US and are estimated to retain this 
leadership at the end of 2003.  (“U.S. Wind 
Resource – US Wind Maps,” 2003) 
 The useful wind is affected by the size 
of the rotor and the wind speed distribution.  
The larger the blade size, the more wind you 
can capture, e.g. increasing the rotor size by 
20% increases the capture area by 44%. (Gipe, 
1999) 
 

Legal Issues in Wind System 
 
 Legal issues need to be addressed 
before deciding to buy and install a wind power 
system.  A building permit may be needed with 
the proper zoning before installing a wind 
power system.  This may or may not be a 
problem depending on location and 
neighborhood.  In a rural area where telephone 
communication towers already exist, this may 
be less of a problem.  A suburban area may 
require attending zoning board meetings, 
educating neighbors and zoning board 
members. 
 The Public Utilities Regulatory Policies 
Act (PURPA) of 1978 requires regulated 
utilities to connect small independent producers 
to the utilities grid and purchase their excess 
electricity.  (“Connecting a Small Scale 
Renewable Energy System to an Electric 
Transmission Grid,” 2003)  Many states went 
on to pass a net-metering law, allowing the 
independent producer to receive cash for the 
net amount of electric sold (amount sold minus 
amount used), i.e., full retail value for the 
energy produced.  However, some states, 
require the utility to purchase any excess power 
produced, but may only pay their avoided 
wholesale cost instead of a retail rate, e.g. a 
farmer a central Kansas, was charged by the 
local utility to install an extra meter and is paid 
only once a year for the electricity at a 
wholesale rate.  (Sagrillo, 2002) 
 

Sizing a Wind System 
 
 A wind power system’s goal is usually 
to replace as much power as possible.  
However, some systems are for remote 
weekend cabin where there no electricity is 
available.  In either case determination of how 
many kilowatts of electricity you will need is 
imperative.  The simplest method is to review 
your electric bills for the last year and compute 
an average.  If electric bills are unavailable, 
you can compute the size needed by reviewing 



each electrical item. To size a system, the watts 
needed equals amps multiplied by volts.  Most 
electrical items have the amps it uses listed on 
the item (like a refrigerator) or in the owners 
manual.  The volts will most likely be 110 (for 
normal electric plug-ins) or 220 (for an electric 
stove or clothes dryer). 
 

System Costs 
 
 Costs are determined after size 
requirements are determined.  A typical home 
consumes 800-2,000 kWh of electricity per 
month, thus requiring a 10 kHz turbine.  These 
systems, including installation, have a price 
range of $28,000 - $35,000.  (“General 
Overview of Wind Systems,” 2000).  Other 
cost considerations are additional insurance 
needed to cover the wind system, and costs to 
hook up to the utility company. 

Offsetting costs include utility company 
payments for excess energy produced, state 
property exemptions and any tax credits for 
wind power systems.  Some states exempt all 
renewable energy systems from property taxes  
 

Wind Farms 
 
 Wind farms are simply multiple wind 
turbines hooked together to supply electrical 
power to a utility grid.  Since high volume 
electrical production is the goal, these turbines 
will most likely be on higher towers with larger 
rotors than a home wind system.  These larger 
systems are more expensive and usually owned 
by a utility company. 
 These electrical generation systems are 
supplemental to a utility company’s power 
generation since the wind is an intermittent 
power source.  Utilities are expected to supply 
power at all times, even if the wind is not 
blowing, they can not depend on wind power 
for 100% of their power.  Adding wind power 
capabilities does decrease the utility company’s 
overall pollution level and decreases their 

dependence on fossil fuel sources for the 
future. 
 There is still a problem with the “not in 
my backyard” sentiment for wind farms.  
Although Americans want electricity on 
demand, they are not always willing to have a 
wind farm in the same area as their homes.  
One answer to this is offshore wind farms with 
power transmitted back to shore for use.  Issues 
with loss of power during this transmission are 
still being addressed at this time.   
 Wind farms are usually beneficial to the 
local economy.  Land lease payments benefit 
landowners while taking away little land use 
from the owner.  Cattle or other animals can 
still be grazed in the field with the wind 
turbines.  Farming of crops is also possible 
around the wind turbines.  There are usually 1-
2 jobs per megawatt created during 
construction as well as 2-5 permanent operating 
and management jobs created for each 50-100 
megawatt of the system installed.  Local 
construction and service industries benefit 
during construction with concrete foundations, 
tower materials, tower setting and some 
electrical work.   
 

Government Incentives 
 
 Currently there is no federal energy tax 
credit for wind power.  However, there is a 
10% tax credit for residential solar power and a 
wind production tax credit for utilities using 
wind power.  There is a bill in congress to 
allow a non-refundable tax credit for 40% of 
the cost for a small home wind power system.  
A form of this same bill has been in committee 
for the last three years and has yet to be passed. 

Some states offer economic incentives 
to encourage wind power.  Illinois offers a 
grant program that pays up to 50% of a wind 
system purchase.  California offers a cash 
rebate and a tax credit that combined will pay 
for almost 50% of a wind system.  California 
has also passed regulations that make getting a 
building permit and hooking up to a utility 



more standard, easier and less time consuming.  
This also encourages home wind system 
installations. 
 

Conclusion 
 
 The question should be “why would 
anyone not consider using wind power?” 
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Abstract 
 
 In today’s wired and wireless online 
environment, organizations have virtually 
seconds to get their messages across.  Home 
pages and About Us reviews of for profits and 
nonprofits reveal mission statements reflecting 
differences between the nonprofit missions 
statements and the for profit sector in ability to 
deal head on with current challenges.  Mission 
and values statements give professional 
leadership messages or lack thereof regardless 
of size or type of organization.  This exploratory 
paper proposes a “7-P” model to use for 
developing for-profit or nonprofit organizations’ 
mission/value statements for Web site 
presentations to make sure the message that is 
wanted is getting across.  The organizational 
responsibility/citizenship model of the triple 
bottom line organization which measures itself 
based on people, profit, and planet aspects—the 
3 P’s –is expanded to 7-P’s and is used to 
examine mission and value content of large and 
small profits and nonprofits.  The 7-P’s are 
profit, process, planet, product, people, 
perspective, and position.  The benefit for small 
and large businesses and small and large 
nonprofits to using the “7-P” model are clarified 
in this exploratory study. 
 

Introduction 
 

The environment for “doing business” 
for an organization has changed significantly 
during the last five years.  There are pressures 
from deregulation, globalization, rapid advances 
in communication technology, rise in education 
and power of consumer; organizational ethics 

and misconduct charges from Nestle’s Baby 
Food debacle of l970 to Nike’s use of child 
labor issues in l996, to the Anderson/Enron 
debacle of 2002, and a whole raft of 
organizations who are looking at executive 
compensation.  A $200 million dollar retirement 
pay package is raising red flags – it might be too 
much for the recently deposed chair of the New 
York Stock Exchange.  The Red Cross and 
United Way scandals were only upstaged by 
September 11’s horror.  Terrorists, security, and 
safety were added to concerns.  This 
environment increasingly calls for good 
organization citizenship which Andriof & 
Marsden (n.d.) note is “understanding and 
managing an organization’s wider influences on 
society for the benefit of the organization, its 
constituents and society as a whole.  It 
encompasses the environment, the workplace, 
the community and the marketplace.  These 
triple bottom line concerns of economic 
prosperity, environmental quality, and social 
justice work themselves out in the for-profit 
arena and can be extended to the nonprofit 
arena. 

Nonprofits are faced with the need to 
demonstrate entrepreneurial agility or go out of 
business.  For some the economy after 9/11 has 
necessitated cutting back on staffing and 
services.  It is not uncommon for granting 
agencies to require applicants to show a plan for 
making self-sustainable whatever the agency is 
proposing to start.  Nonprofits are under the gun 
as much if not more so right now to find other 
revenue sources including starting their own 
businesses solely for profit, charging fees for 
services, starting their own businesses which is 
to provide training and skill building of the 



clients in the process of making money to help 
fund other programs.  Earned income makes up 
an estimated 40 percent of nonprofit revenues 
accounting for 64 percent of total revenue or 
486.4 billion dollars for 501C3 non profits 
(O’Neill, NonProfit Nation, 2002). 

These are challenging times.  In “Time 
for Charities to Face the Facts:  Efficiency 
Matters,” Trent Stamp and Kyle Waide of 
Charity Navigator, June 1, 2003 quote from a 
report from McKinsey and Company published 
in May 2003, Harvard Business Review which 
claims that America’s charities could save an 
extra $100 billion in resources simply by 
changing the way they operate.  Thus both 
profits and nonprofits are being pressured by 
their stakeholders to be lean. 

Online ecommerce and online giving, 
fundraising, auctions, are big items impacting 
both for profits and nonprofits.  The web is used 
for everything from job search to virtual tour of 
a university you would like to check out to an 
Amazon shopping excursion or Yahoo 
experience. 
 

The Study 
 

The Internet appears to be an important 
tool to for profits or nonprofits regardless of 
size.  We wondered what role the mission and 
value statements had in the online strategy.  Are 
mission statements reflecting 2003 world 
concerns such as ethics from ethical lapses, 
security concerns from 9/11, privacy from 
getting financial information stolen and e-mail 
getting spammed; efficiency and lean methods, 
and the need to show your organization is 
having significant impact to name a few issues. 

Darwin King at St. Vonaventure 
University did a Mission Statement Content 
Analysis in September, 2001—just before 9/11 
(King, 2001).  He researched the Fortune 100 
mission statements with analysis of stakeholders 
mentioned: stockholders, customers, employees, 
creditors, vendors, and government agencies.  
He then reviewed the major goal or purpose of 

the organization.  The content analysis was 
meant to provide insight into who and what the 
company considers to be most important in 
conducting its business operations.  

King concluded: 
 “The firm’s mission statement is a major 

communication tool.  Therefore, its 
content must be carefully worded and 
skillfully prepared.  Current mission 
statements emphasize the importance of 
customers, stockholders, and employees.  
At the same time, the statements reflect 
the firm’s concern for quality, values, 
commitment, leadership, technology, and 
global operations.  Surprisingly, few 
firms emphasized key stakeholders and 
goals including the government, 
company ethics, the environment, and a 
strong emphasis on profits.  An analysis 
of these mission statements provides 
valuable insight into both who and what 
these large firms consider to be most 
important when planning, executing, and 
controlling business operations…. 
Customers were mentioned in 61 of 87 
statements, stockholders 34; employees 
21.” 

 
Methodology 

 
This study scanned mission statements to 

see how to develop a categorization scheme that 
would work for both profits and nonprofits…it 
seemed like they were responding to similar 
needs.  We looked at the top ten Most Admired 
Companies off of Fortune’s 2003 ratings; the 
Top Ten Consistently Excellent Nonprofits on 
Charity Navigator; a randomly selected 20 from 
TheGivingNetwork.com’s listed 130 nonprofits; 
the 10 Most Shrinking from Charity Navigator; 
and the 20 on list for most desirable place to 
work from Washington CEO’s Best Companies 
to Work For in Washington State 1-99 
employees. (June 2003 Washington CEO) 

An effort to make the coding fit into the 
triple bottom line’s People, Profit, and Planet 



soon gave way to a 5 P’s then a 7P’s: 
A=PROFIT – Profit/Ability to Attract Investors; 
B PROCESS – Technology Efficient, Six 
Sigma; C PLANET – 
Environment/Planet/Natural Resource 
Sustainability; D=PRODUCT or service – 
Quality/Uniqueness/Value of Product/Service; 
E—PEOPLE (stakeholders) 5 categories in E:  
E1 – Customer/Client; E2 – 
People/Diversity/Growth/Team/Employees; 
E3 – Stockholder/Donor; E4 – 

Volunteers/Partners/Suppliers; E5 – 
Community, Social Responsibility to Local; 
F=PERSPECTIVE (of which there are 4):  F1 – 
Values/Ethics; F2 – Solve Social Problems; F3 – 
Security/Safety; F4 -- Privacy; and 
G=POSITION of company/organization:  G – 
Leader in Field; G2 -- Global. 

Two individuals independently coded all 
of the samples.  (Only one table is included due 
to space restriction.)

 
Table 1 

  
1 A 

Profit - 
2 B 

Process - 
3 C 

Planet - 
4 D 

Product - 
5 E1 

People -  
6 E2 

People -  
7 E3 

People - 
8 E4 

People - 
9 E5 

People - 

  

Profit/ 
Ability 
to 
Attract 
Investors 

Technology  
Efficient, Six 
Sigma 

Environment/Planet/ 
Natural Resource 
Sustainability 

Quality 
Uniqueness 
Value of 
Product/ 
Service 

Customer/ 
Client 

Employees 
People 
Diversity 
Growth 
Team 

Stockholder 
Donor 

Volunteers 
Partners 
Suppliers 

Community, Social 
Responsibility to 
Local 

1. Most Admired 
Companies                   

Wal-Mart X   x + x + x +   X x 

Southwest Airlines X   x x + X x + x     

Dell x + + x + x + x + x + x x + x + 

General Electric x + x + x + + x + x + x + X x + 

Johnson & Johnson +   x + + x + + x + + x + 

Microsoft X x +   x + x + + x + + + 

Fed-Ex       + x + x + x + +   

Starbucks x +   x + x + X x + x x + x + 

Proctor & Gamble + + x + x + + x X   
           
2. Small Business 
1-99 Employees                   

*James Alan Salon                    
Terra Resource 
Group X x   x + x +     X   

Buerk Craig Victor x +     x + X   x + x +   
Richmond Public 
Relations X     x + X         

The Field Group       + x +         
*Vitech America 
Corp.                    
Approach 
management 
Services       x + x +         

*Pay Plus Benefits                    
*Seattle Northwest 
Securities Corp.                    
Cairncross & 
Hempelmann P.S.   +   x + x + x +   X   

*Q Pass Inc.                   

Swenson Say Fage’t       x + x + x       
The Mosaic 
Company x +     + x + x +   x + + 

Leisure care Inc.        x + x +       x + 

*Clearpoint LLC                   
Silicon Forest 
Electronics   x   x + x + +       

*DataLight Inc.                   



  
1 A 

Profit - 
2 B 

Process - 
3 C 

Planet - 
4 D 

Product - 
5 E1 

People -  
6 E2 

People -  
7 E3 

People - 
8 E4 

People - 
9 E5 

People - 

  

Profit/ 
Ability 
to 
Attract 
Investors 

Technology  
Efficient, Six 
Sigma 

Environment/Planet/ 
Natural Resource 
Sustainability 

Quality 
Uniqueness 
Value of 
Product/ 
Service 

Customer/ 
Client 

Employees 
People 
Diversity 
Growth 
Team 

Stockholder 
Donor 

Volunteers 
Partners 
Suppliers 

Community, Social 
Responsibility to 
Local 

BBFM Inc. X   x   X x +     x + 
*Jeff’s Auto repair 
Inc.                   

*UpSellUSA                      

 
Table 1 continued 

  
10 F1 

Perspective - 
11 F2 

Perspective- 
12 F3 
Perspective- 

13 F4 
Perspective- 

14 G 
Position- 

15 G2 
Position- 16 17 18 

  Values/Ethics 
Solve Social 
Problems 

Security 
/Safety Privacy 

Leader in 
Field Global 

Quantifiable 
Outcomes 

Clarity 
of 
Mission 

Open/ 
Available 
Info 
Online 

1. Most Admired Companies                   

Wal-Mart x + x     x +     x + x 

Southwest Airlines x +   x   x x   x + x 

Dell x +       x +     x+ x 

General Electric x +   x   x + x +   x + x 

Johnson & Johnson x + x + +   x + x Credo + x 

Microsoft x +     X x + +   x + x 

Fed-Ex x +   x +   x     x + x 

Starbucks x + x     x + x x + > x + x 

Proctor & Gamble x +   x   + + x + x 
           
2. Small Business 1-99 
Employees                   

*James Alan Salon                    

Terra Resource Group x +     +     + x 

Buerk Craig Victor +       +     + x 

Richmond Public Relations x +           + x + x 

The Field Group     +         + x 

*Vitech America Corp.                    
Approach management 
Services         +     + x 

*Pay Plus Benefits                    
*Seattle Northwest Securities 
Corp.                    

Cairncross & Hempelmann P.S. x       x +     + x 

*Q Pass Inc.                   

Swenson Say Fage’t x +       +     x + x 

The Mosaic Company +       +     x + x 

Leisure care Inc.    x +     +     x + x 

*Clearpoint LLC                   

Silicon Forest Electronics               x + x 

*DataLight Inc.                   

BBFM Inc. x x         x X x 

*Jeff’s Auto repair Inc.                   

*UpSellUSA                      
 
* Indicates companies with no mission statement or no Web site. 



 
Findings 

 
A cursory overview of the mission 

statement/values content analysis reveals more 
similarities than differences.  The 10 Most 
Shrinking appear to differ more from the 20 
Local Nonprofits and Top Ten than did the Top 
Ten differ from 20 Local Nonprofits.  The Top 
Ten appeared to feel they were a leader in field 
(14G) as did only a couple of the 20 Local 
Nonprofit list.  That was noticeably absent from 
the Most Shrinking.  Perceived lack of mission 
clarity was also greater for 10 Most Shrinking.  
All seemed to tout the quality/value of product 
or service, the importance of customer or client, 
the responsibility to community.  Values and 
ethics were mixed but there.  Environment or 
sustainability was showing up in the local 
nonprofits as was importance of volunteers, 
partners, or suppliers.  Looking for reflection of 
safety or security only showed up in the local 
nonprofits … in 3 out of the 20 at that.  
Interesting that solving social problems was not 
noted in all – in half of the consistently 
excellent. 

Content analysis of 10 Most Admired 
Companies (see Table 1) compared with the 
Best to Work for Under 99 Employees of 
Washington state list, illustrates differences in 
emphasis.  Profit (1A) Ability to Attract 
Investors was important to Most Admired -- 
public companies, not the small private.  One 
would expect that though several of smaller 
firms do have investment/borrowing needs from 
time to time – not reflected in mission/values 
area. 

2B – Process, efficiency emphasis quite 
lacking in smaller.  3C Planet/Environment/ 
Sustainability issues very much a part of Most 
Admired – absent in all but one smaller. 

6E2 Employees, Diversity, Team – 5 out 
of 20 small were found to be concerned … 
whereas all 10 out of 10 Most Admired.  
Similarly, with 7E Stockholders/Donors, 8E4 
Partners – 9E5 Community/Local, 10F1 

Values/Ethics, 12F3 Safety/Security issues 
important for Most Admired and a Global 
interest. 

Given this sample and this coding 
scheme and these coders, it looks as if the big 
most admired businesses are setting the pace of 
leadership in demonstrating what a 7P 
organization’s mission/values statements would 
reflect about an organization.  The smaller 
companies, though deemed good places to work, 
appear to have lots of room to grow and good 
models to follow.  This is not true to the same 
extent in the nonprofit arena.  The 7P level of 
leadership has not been called for to the same 
degree in the nonprofit sector especially in area 
of acknowledging role in planet issues – being a 
responsible player in conserving the 
environment and natural resources as well as 
issues of helping out with societal 
sustainability – giving the spotlight and credit to 
the people who are delivering the services as 
well as those who are receiving them.  They do 
not seem to be acknowledging as prominently 
the significant place that volunteers, community 
partners and other providers have in the success 
of the organization.  This has not been seen as 
necessary in the past.  The values/ethics 
expression is there.  The nonprofits have been 
faced with unethical issues as has the profit 
sector.  Issues such as providing benefits and 
living wages have been on back plate if at all for 
nonprofits. 

The importance of a nonprofit’s staff and 
employees will start showing up in 
mission/values sections of the Web site (6E2) as 
will the Planet (environment) category, of 
acknowledging the need to conserve resources 
recycle, reuse, work toward a sustainable 
environment – be a good citizen of the 
community in which it operates in sense of not 
just using up the infrastructure at expense of 
others quite sparsely noted for nonprofits. 
 



Summary and Implications 
 

This paper has developed a model for 
developing and assessing adequacy of mission 
and value statements of organizations which 
have an online presence.  The 7P can be used as 
a discussion document.  Who needs to get what 
information and image of your organization?  
Conceivably the mission/values section will 
differ on the Internet just as there are different 
business plans for different target 
readers/purposes. 

Small Business Institute consultants may 
find this a useful guide whether working with a 
small business or a nonprofit.  It does 
demonstrate that there is a lot of pressure on 
organizational leadership to step up to the plate 
in areas not before expected. 

For a helpful benchmarking checklist for 
practitioners, it should be useful in current form.  
These are challenging times for both profits and 
nonprofits.  The “7P” model for content analysis 
of mission/value statements is potentially one 
aid in meeting the challenge and enabling an 
organization to more effectively communicate 
with the constituents. 
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Abstract 
 
 There has been limited prior research 
into generational differences among family 
businesses. This study primarily compared first, 
second and third-generation family firms. 
However, unlike earlier studies, it used an 
advanced research design by including four 
control variables to examine how family 
business characteristics and management 
practices are affected by generation. Control 
variables included number of employees, years 
in business, type of business, and form of 
ownership. The first analysis focused on if there 
were significant differences in the 11 dependent 
variables by generation, with the effects of the 
four control variables. ANCOVA was run for 
each hypothesis. There were significant 
differences in succession planning, degree of 
influence by founder, and use of debt or equity 
financing. Results also found the number of 
employees did have a significant covariance 
with the percentage of non-family managers and 
financial management methods used by 
generation. The number of years in business had 
a significant covariance with succession 
planning and degree of influence by original 
business objective and methods of the founder. 
Form of ownership had a significant covariance 
with team decisions, conflict, and strategic 
management. Industry also had a covariance 
with succession planning and financial methods 
used.   
 

Introduction 
 
 An estimated 80% of the total 15 million 
businesses within the American economy are 
family businesses (Carsrud 1994; Kets de Vries, 

1993). Family businesses contribute more than 
50% (McCann, Leon-Guerrero, & Haley 1997) 
to as high as 60% (Bellet, Dunn, Heck, Parady, 
Powell, & Upton 1995) of the total Gross 
National Product, 50% of employment (Morris, 
Williams, Allen & Avila 1997), and have higher 
annual sales than non-family businesses 
(Chaganti & Schneer 1994). Estimates classify 
35% of Fortune 500 firms as family owned 
(Carsrud 1994). Thus, family businesses 
constitute an important segment of the American 
economy. However, much of the family 
business literature is non-quantitative (Dyer & 
Sánchez 1998; Litz 1997).  
 This study adds to the quantitative 
empirical body of family business literature, and 
furthermore investigates an especially limited 
segment of the literature, the study of 
similarities and differences among first, second 
and third-generation family businesses, as was 
suggested for further research by Morris, 
Williams, Allen & Avila. (1997). It also used 
advance multivariate statistics, as Sonfield and 
Lussier (2002) suggested for further research. A 
better understanding of these similarities and 
differences and the effects of the control 
variables might enable family firm researchers 
to better focus their future investigations into 
these three generational categories as separate 
entities, might strengthen the effectiveness of 
advisors, consultants, and others who assist 
family firms by allowing them to differentiate, 
as needed, between their first, second and third-
generation family business clients, and also 
might assist family business owner/managers in 
their understanding and self-analyses of their 
businesses. 
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Theoretical Foundation 
 
 It should be noted that, even with this 
maturization of the field, a variety of definitions 
of “family business” continue to serve as the 
basis for the research and articles within this 
body of literature (Littunen & Hyrsky, 2000). 
For the purposes of this study, a family business 
is one in which family members dominate the 
ownership and management of a firm, and 
perceive their business as a “family business.” 
Furthermore, this research study recognizes all 
first-generation family firms as included in the 
definition. This definition is consistent with that 
of many prior studies (Dreux & Brown, 1999; 
Gersick, Davis, Hampton & Lansberg, 1997; 
Litz, 1995). 
 While a body of research into family 
businesses has been established, a focus on 
generations has generally been relegated to a 
secondary or peripheral focus in past studies.  
As family firms move beyond the first 
generation of family member ownership and 
involvement in management, do changes occur?  
If family firms involve a system of the family, 
the individual family members, and the business 
unit, how do generational changes in the system 
components impact each other?  Are there 
significant differences between First-Generation 
Family Firms (1GFFs), Second-Generation 
Family Firms (2GFFs) and Third-Generation 
Family Firms (3GFFs)? For this research, a 
1GFF is defined as a family-owned and 
managed firm, with more than one family 
member involved, but only of the first and 
founding generation of the family. A 2GFF and 
a 3GFF are defined as firms in which the second 
or third generations of the family are also 
involved in the ownership and the management 
of the company.  In a 2GFF or 3GFF, the 
original founder(s) and/or other members of 
earlier generations may be retired from the firm 
or deceased; thus not all (two or three) 
generations need be currently participating. This 
working definition is consistent with previous 
studies that dealt with generational issues in 

family firms (Beckhard & Dyer, 1983; Davis & 
Harveston, 1999; Dyer, 1988; Hershon, 1975; 
Schein, 1983), and with definitional issues 
(Handler, 1989; Kelly, Athanassiou & 
Crittenden, 2000). Although the existing 
literature suggests a variety of possible 
differences between first-generation and 
subsequent-generation family firms, most 
studies’ examinations of generational issues 
were only a small or tangential part of a larger 
focus on other or broader family firm issues.  
 Some prior studies of family business 
have investigated developmental issues or the 
stages of the evolution of family business 
growth. For example, Gersick et al (1997) 
present a developmental model of four typical 
stages in the growth of a family business, with 
significant analysis of the characteristics of the 
firm in each stage, and the implications 
regarding effective management in each stage. 
Others, such as Peiser and Wooten (1983), focus 
on the life cycle changes in family businesses. 
While this developmental focus is important, the 
authors admit to the complexity of this focus 
and the resulting models. In contrast, it is 
proposed that a generational focus is a less 
complex way to measure the development of a 
family business, and thus theory and future 
models based on generations will be easier to 
use, especially for family business 
owner/managers and many of the consultants 
who assist such firms.   
 This research project’s objective was to 
examine 1GFFs, 2GFFs and 3GFFs in a multi-
factor and multi-dimensional analysis, building 
upon the more limited-focused hypotheses, 
propositions and findings of previous 
researchers, and also to expand the empirical 
body of family business research. As discussed 
below, the existing literature occasionally 
specifically compares first-generation versus 
subsequent generation family firms, but very 
rarely differentiates between second, third or 
further generations. This study extends this 
limited theoretical analysis further. If a 2GFF 
may differ from a 1GFF, then does a 3GFF 
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differ from a 2GFF in the same manner and to a 
further degree? 
 The hypotheses, which follow, derive 
from specific references in the family business 
literature to generations (1GFFs versus 2GFFs, 
and occasionally 3GFFs) and proposed 
similarities and differences between them.   
 

Hypotheses 
 
 Note that these 11 hypotheses were 
developed and published in the Proceedings of 
the National Entrepreneurship & Small 
Business Educators Conference by Sonfield and 
Lussier (2002), and were tested using simple 
bivariate analysis of variance (ANOVA). This 
study tests the same hypotheses using advanced 
multivariate analysis of covariance (ANCOVA) 
to determine the effects of the control variables: 
number of employees, years in business, type of 
business, and form of ownership. See Sonfield 
and Lussier (2002) for a full discussion of the 
literature to support the following hypotheses: 
 Subsequent-Generation Family Firms are 
more likely than First-Generation Family Firms 
to have the following characteristics:  

H1. Inclusion of non-family members. 
H2. Inclusion of women family members. 
H3. Use of team-management style. 
H4. Conflict and disagreement between 

family members. 
H5. Formulation of specific succession 

plans. 
H6. Use of outside consultants, advisors and 

professional services. 
H7. Time engaged in strategic management 

activities. 
H8. Use of sophisticated methods of 

financial management. 
H10. Considered going public. 

 However, Subsequent-Generation 
Family Firms are neither more nor less likely 
than First-Generation Family Firms: 

H9. To be influenced by the original 
business methods and objectives of the founder. 

H11. To use equity financing rather than 
debt financing. 

 
Methodology 

 
 As in the Sonfield and Lussier (2002) 
study, the research design was survey research, 
the most commonly used methodology of family 
business research (Bird, Welsch, Astrachan & 
Pistrui 2002).  
 
Sample 
 Survey instruments were randomly 
mailed or hand-delivered to a variety of New 
York and Massachusetts companies, which had 
been identified as family firms (on listings of 
“family businesses” in local business 
newspapers). These surveys were addressed to 
the presidents or CEOs of these companies, with 
the instruction that the addressee complete the 
survey, but only if they were an 
“owner/manager” and if they viewed their firm 
as a “family business.” There were 822 surveys 
mailed or delivered; of these 272 were no longer 
at the address or responded that they were not 
family firms.  (The survey instrument included 
the question: “Do you consider your company to 
be a family business?” and the cover letter 
defined “family members” as parents, children, 
siblings, spouses, and other close relatives.)  A 
total of 149 usable returned surveys provided a 
return rate of 27.1%. To increase the sample size 
and to test for non-response bias, after a few 
months a follow-up request for surveys was 
taken, and 12 more questionnaires were returned 
and used for a total of 161. This is a large 
sample size for family business, as 62% of prior 
studies included no sample or a sample with less 
than 100 family businesses, and 66% are 
convenience samples (Bird, et al. 2002). 
 
Variables Measured 
 The dependent variables to test 
Hypotheses 1-11 were as follows. (1) Does the 
firm have non-family managers?—the 
percentage of family to non-family managers. 
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(2) The percentage of male and female family 
members involved in the operation of the firm. 
Hypotheses 3-10 were Likert interval scales of: 
“Describes our firm” 7 to 1 “Does not describe 
our firm.” (3) full family involvement in 
decisions, (4) level of family conflict, 
(5) formulation of succession plans, (6) use of 
outside advisors, (7) long-range planning, 
(8) sophisticated financial management tools, 
(9) influence of founder, and (10) going public. 
(11) The primary use of debt or equity financing 
was a nominal measure of one or the other. 
Descriptive statistical data included number of 
years the firm was in business, the number of 
employees, industry (product or service), and 
form of ownership.  
 
Control Variable Analysis of Covariance 
 A covariance explains how one variable 
changes in relation to another. Analysis of 
covariance (ANCOVA) was used to test for a 
spurious relationship, i.e. the variance in the 
dependent variables being explained by another 
variable other than generation. In other words, 
this is a test to make sure that the relationship 
between the 11 dependent variables by 
generation is nonspurious. In order to control for 
firm size, age, type of business, and form of 
ownership, ANCOVAs were run for each 
hypothesis. The 11 dependent variables and 
generations remained in the model with the 
addition of the nominal data type of business 
and form of ownership added as independent 
variables, and ratio data size and age of the firm 
were the covariates.  

 
Discriminant Analysis  
 In addition, discriminant analysis was 
run with variables being reversed. The 11 
dependent variables were used as independent 
variables to determine if they could predict the 
dependent variable generation. The descriptive 
statistical data was also tested for differences 
among generations. 

 

Results 
 
Descriptive Statistics 
 Of the sample of 161, the number of first 
generation firms was 51 (32%), second 
generation 60 (37%), and three or more 
generations 50 (31%). A one-way chi-square 
indicated that the sample size by generation is 
not significant (p = .730); 1GFFs, 2GFFs and 
3GFFs are equally represented in the sample. 
 The mean years the sample family firms 
were in business were 40 (1GFFs = 13, 2GFFs = 
34, 3GFFs = 67).  As can be expected, the more 
generations, the longer the firm has been in 
business.  The mean number of employees was 
201 with a s.d. of 674 due to outliners (1GFFs = 
51, 2GFFs = 228, 3GFFs = 310).  As may be 
expected, the longer a firm is in business, the 
larger it becomes, with a greater number of 
employees. 
 As in the population, more businesses 
(119/74%) provided a service (including retail) 
than manufactured a product (38/26%). More 
firm ownership was in the form of corporation 
(118/73%), followed by sole proprietorship 
(26/16%), and partnership (17/11%). There was 
a significant difference between generations by 
form of ownership (p = .008).  1GFFs were less 
likely to be corporations (27/53%) than 2GFFs 
(47/78%) and 3GFFs (44/88%). More 1GFFs 
were sole proprietorships (16/31%) than were 
2GFFS (7/12%) and 3GFFs (3/6%).  More 
1GFFs were also partnerships (8/16%) than 
were 2GFFs (6/10%) and 3GFFs (3/6%). 
 Because it is to be expected that 1GFFs, 
2GFFs and 3GFFs will differ in many ways 
(years in business, number of employees, and 
form of ownership), the total sample was 
controlled for three other factors: all the 
surveyed firms (regardless of generation) were 
family businesses, the owner/manager company 
president or CEO completed the survey, and 
there were no significant generational 
differences with regard to type of business 
(service versus manufacturing) (p = .331).  As 
discussed above and below with the results, 
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ANCOVA was also run to control these 
variables.  Thus, the sample was controlled in 
multiple ways and should reflect the family firm 
population by generation. 

 
Non-response Bias 
 To address non-response bias, a follow-
up taken several months later resulted in 12 
more completed questionnaires.  The responses 
of these follow-up respondents, who were 
assumed non-respondents, were compared to the 
original respondents. There were no significant 
differences in early and late respondents. Thus, 
the sample was controlled in multiple ways and 
should reflect the family firm population by 
generation. 

 
Hypotheses ANCOVA Testing 
 The first analysis focused on if there 
were significant differences in the 11 dependent 
variables by generation (1GFF, 2GFF, 3GFF), 
with the effects of the four control variables: 
number of employees, years in business, type of 
business, and form of ownership. ANCOVA 
was run for each hypothesis. There were 
significant differences in H5 succession 
planning (p = .000), H9 degree of influence by 
founder (p = .021), and H11 use of debt or 
equity financing (p = .004). 2GFFs and 3GFFs 
did significantly more succession planning than 
1GFFs. The influence of the founder was greater 
in 1GFFs and 2GFFs than in 3GFFs. 1GFFs 
made greater use of equity financing than 
2GFFs and 3GFFs.  
 Based on the literature, only one 
hypothesis was accepted. It was expected that 
(H5) 2GFFs and 3GFFs make more specific 
succession plans. Two hypotheses were rejected 
in contradiction to the literature: no differences 
in (H9) founder influence and (H11) the use of 
debt vs. equity were hypothesized, yet there 
were significant differences. Hypotheses 1, 2, 3, 
4, 6, 7, 8, and 10 were all rejected as the 
literature supported differences by generations, 
yet the differences were not significant. See 
Table 1 for the means by generation and the 

significance level for generation and for the 
significant covariances for control variables. 
 The second analysis focused on the 
effects of the four control variables on 
generation. The control variables had no effect 
on four of the eleven hypotheses: H2 percentage 
of women, H6 use of outside advice, H10 going 
public, and H11 debt to equity. The covariances 
are presented in Table 1 and discussed below, 
and all of these covariance are logical and were 
expected.    
 The number of employees did have a 
significant covariance with H1 the percentage of 
non-family managers (p = .007) and 
H8 financial management (p = .000).  The 
greater the number of employees, the greater the 
percentage of non-family managers. Also, the 
greater the number of employees, the greater the 
use of sophisticated financial management 
techniques. Larger businesses typically make 
greater use of non-family managers and 
sophisticated management methods.  
 The number of years in business did 
have a significant covariance with 
H5 succession planning (p = .000) and 
H9 degree of influence by original business 
objective and methods of the founder. The 
greater the number of years in business, the 
greater the likelihood of having succession 
plans; this was also supported by later 
generations having greater use of succession 
planning. Also, the longer the firm has been in 
business, the less influence the original founder 
has.  
 Form of ownership had a significant 
covariance with H3 team decisions (p = .010), 
H4 conflict (p = .015), and H7 strategic 
management (p = .040). Corporate and 
partnership owners tend to have multiple owners 
to share the decisions and to have conflicts with. 
Corporate ownership of business tends to be 
more professional, and thus is more likely to 
spend more time than sole proprietors and 
partners on strategic management.  
 Industry type also had a covariance with 
H5 succession planning (p = .000) and 
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H8 financial management (p = .038). 
Manufacturers of products made greater use of 
succession planning and typically have greater 
capital investments than service providers and 
have greater need of sophisticated methods of 
financial management.  

 
Discriminant Analysis Testing 
 The results of the discriminant analysis 
also indicated a lack of differences between 
generations, as the hypotheses variables could 
not accurately predict generation (p = .186) as a 
model. The accuracy rate of discriminating 
among generations was 60%.   

 
Discussion 

 
 In this ANCOVA study, there were 
significant differences by generation in 
succession planning, degree of influence by 
founder, and use of debt or equity financing. 
These results vary slightly from the Sonfield and 
Lussier (2002) ANOVA study without the four 
control variables, which also found differences 
in succession plans and use of debt to equity 
financing. However, without the control 
variables, Sonfield and Lussier did not find 
differences in influence of founders.  
 Thus, much of the existing literature 
regarding possible generational differences 
among family firms is not supported by this 
current research study. In contrast to the 
findings of many prior studies, 1GFFs, 2GFFs 
and 3GFFs largely share the same characteristics 
and behavior patterns. It would seem that the 
system of the family firm, and the force of 
“familiness,” are stronger, even in subsequent 
generations, than is the influence of 
“mainstream” non-family-firm forms of 
management thinking and behavior. Thus, the 
findings of this study do not support the 
previous conclusions of Aronoff (1998), 
Beckhard and Dyer (1983), Cole and Wolken 
(1995), Coleman and Carsky (1999), Davis and 
Harveston (1999, 2001), Dyer (1988), Filbeck 
and Lee (2000), McConaughy and Phillips 

(1999), Miller, McLeod and Oh (2001), and 
Schein (1983), all of whom postulated 
generational differences among family 
businesses.  
 This study found that the influence of the 
founder, or “generational shadow” and “legacy 
centrality,” decreased with the family firm’s 
years in business. Since years in business and 
number of generations obviously are related, 
then these findings do not support the findings 
of Kelly, Athanassiou and Crittenden (2000), 
who hypothesized no decrease in influence, and 
are more in agreement with the mixed 
conclusions of Davis and Harveston (1999). 
 Also, this study determined that 
succession planning increased both with 
generations and with the family firm’s years in 
business. Here too we can relate years in 
business to number of generations and then 
compare this finding to the prior literature. 
While there has been considerable investigation 
of succession planning in family businesses, 
prior studies (Davis, 1983; Fiegener & Prince, 
1994; Handler, 1994; Stavrou, 1998; Upton & 
Heck, 1997) have not examined this issue with 
regard to first- versus subsequent generations. 
Thus, this study sheds some new light on this 
subject.     
 With regard to the use of debt versus 
equity funding, the literature provides mixed 
positions. The results of this research indicated 
that while 40% of 1GFFs used equity funding 
more than debt funding, only 11% of 2GFFs did, 
and 33% of 3GFFs did. Conversely, as years in 
business increased, the use of debt financing 
versus equity financing increased. That 1GFFs 
and younger firms use the least proportion of 
debt financing might support Bork et al. (1996) 
and Gersick et al. (1997), whose findings were 
similar. However, the greater use of equity 
financing by 3GFFs than by 2GFFs, and the 
positive relationship between firm age and the 
use of debt financing, could be seen as in 
support of Cole and Wolken (1995) and 
Coleman and Carsky (1999), who reached 
similar conclusions. Clearly, the results with 
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regard to this issue are mixed here, and further 
research on generational issues and debt versus 
equity financing is needed.   

 
Conclusions 

 
 In most prior studies of family business, 
examinations of generational issues were only a 
small or tangential part of a larger focus on 
other or broader issues. Therefore, this study’s 
hypotheses were based on limited prior research 
findings. This lack of a strong existing 
empirical-based research literature is a 
limitation to this study, but it also increases the 
importance of this study’s empirical 
methodology and its findings. Clearly, these 
current findings indicate a need for more 
focused and more extensive analysis of 
similarities and differences among first, second 
and third-generation family firms, and upon 
their managerial implications. Such research 
might also clarify both the differences and 
overlaps between issues of family firm 
generations versus stages, and the advantages 
and disadvantages of each of these focuses and 
their respective potential resultant theories and 
models.  
 This issue of generational similarities 
and differences is worthy of continued 
investigation because both those who research 
and those who assist family firms need to know 
whether it is necessary and/or valuable to 
differentiate between generational categories 
within the total population of such firms. If there 
are significant differences, do they in turn 
indicate that different forms of assistance will be 
most effective for first-generation versus 
second-generation versus third-generation 
family firms?  
 Furthermore, a better understanding of 
the value of generational categorizations of 
family businesses might be of benefit to the 
owner/managers of such businesses.  Although 
it may be difficult for an owner/manager to 
identify the developmental stage of his or her 
family firm, or to analyze his or her company 

with regard to some of the other issues raised in 
the academic literature in family business, an 
owner/manager can certainly categorize his or 
her business by generation. If future research 
efforts result in a significant body of theory and 
managerial implications based on generations, 
then this might enable family business 
owner/managers to make better operational and 
strategic decisions, especially when the 
intervention of professional assistance is not 
available. 

 
References 

 
Aronoff, C. E. (1998). Megatrends in family 

business. Family Business Review, 11(3): 
181-192. 

Beckhard, R. & Dyer, W. (1983). Managing 
continuity in family-owned business. 
Organizational Dynamics, 12(1): 5-12. 

Bird, B., Welsch H., Astrachan, J.H., & Pistrui, 
D. 2002. Family business research: the 
evolution of an academic field. Family 
Business Review, XV(4): 337-350. 

Bork, D., Jaffe, D., Jane, S., Dashew, L. & 
Heisler, Q. (1996).  Working with family 
businesses.  San Francisco: Jossey-Bass. 

Carsrud, A. (1994). Lessons learned in creating 
a family business program. University of 
California, Los Angeles. Unpublished 
manuscript. 

Chaganti, R. & Schneer, J.A. (1994). A study of 
the impact of owner’s mode of entry on 
venture performance and management 
patterns. Journal of Business Venturing, 
9(3): 243-261. 

Christensen, C. (1953). Management succession 
in small and growing businesses. 
Boston: Division of Research, Harvard 
Business School. 

Cole, P. (1997). Women in family business. 
Family Business Review, 10(4): 353-371. 



 

 8 

Cole, R. & Wolken, J. (1995). Financial services 
used by small businesses: Evidence from 
the 1993 national survey of small 
business finances. Federal Reserve 
Bulletin, July, 629-666. 

Coleman, S. & Carsky, M. (1999). Sources of 
capital for small family-owned 
businesses: Evidence from the national 
survey of small business finances. 
Family Business Review, 12(1): 73-85.  

Davis, P. (1983). Realizing the potential of the 
family business. Organizational 
Dynamics, 12(1): 47-56. 

Davis, P. & Harveston, P. (1999). In the 
founder’s shadow: Conflict in the family 
firm. Family Business Review, 12(1): 
311-323. 

Davis, P. & Harveston, P. (2001). The 
phenomenon of substantive conflict in 
the family firm: A cross-generational 
study. Journal of Small Business 
Management, 39(1): 14-30. 

Donnelley, R. (1964). The family business. 
Harvard Business Review, 42(4): 94-
105. 

Dreux, D., & Brown, B. (1999). Marketing 
private banking services to family 
businesses. Available: 
http://www.genusresources.com/Mark.Pr
iv.Bank.Dreux_5.html. 

Dyer, W. G., Jr. (1988). Culture and continuity 
in family firms. Family Business Review, 
1(1): 37-50. 

Dyer, W. G., Jr. & Sánchez, M. (1998). Current 
state of family business theory and 
practice as reflected in family business 
review 1988-1997. Family Business 
Review, 11(4): 287-295. 

Fiegener, M. K. & Prince, R. A. (1994). A 
comparison of successor development in 
family and nonfamily businesses. Family 
Business Review, 7(4): 313-329. 

Filbeck G. & Lee, S. (2000). Financial 
management techniques in family 
businesses. Family Business Review, 
13(3): 201-216. 

Gersick, K., Davis, J., Hampton, M. & 
Lansberg, I. (1997).  Generation to 
generation: Life cycles of the family 
business.  Boston: Harvard Business 
School. 

Habbershon, T. G. & Williams, M. (1999). A 
resource-based framework for assessing 
the strategic advantages of family firms. 
Family Business Review, 12(1): 1-25. 

Handler, W. C. (1989). Methodological issues 
and considerations in studying family 
businesses. Family Business Review, 
2(3): 257-276. 

Handler, W.C. (1994). Succession in family 
business. Family Business Review, 7(2): 
133-157. 

Hershon, S. (1975). The problems of succession 
in family businesses. Unpublished 
doctoral dissertation. Cambridge, MA: 
Harvard University. 

Kelly, L. M., Athanassiou, N. & Crittenden, 
W. F. (2000). Founder centrality and 
strategic behavior in the family-owned 
firm. Entrepreneurship Theory and 
Practice, 25(2): 27-42. 

Kets de Vries, M. (1993). The dynamics of 
family controlled firms: The good and 
bad news. Organizational Dynamics, 
21(3): 59-71. 

Levinson, H. (1971). Conflicts that plague the 
family business. Harvard Business 
Review, 49(2): 90-98. 

Littunen, H. & Hyrsky, K. (2000). The early 
entrepreneurial stage in Finnish family 
and nonfamily firms. Family Business 
Review, 13(1): 41-54. 

Litz, R. (1995). The family business: Towards 
definitional clarity. Family Business 
Review, 8(2): 71-81. 

McCann, J., Leon-Guerrero, A. & Haley, J. 
(1997). Family business with a capital 
“B:” Characteristics, priorities and 
performance of family firms.  Paper 
presented at the Academy of 
Management Meeting, Boston, MA. 



 

 9 

McConaughy, D. L. (1994). Founding family 
controlled corporations: An agency-
theoretic analysis of corporate 
ownership structure and its impact upon 
corporate efficiency, value, and capital 
structure. Unpublished dissertation. 
Cincinnati, OH: University of 
Cincinnati. 

McConaughy, D. L. & Phillips, G. M. (1999). 
Founders versus descendents: The 
profitability, efficiency, growth 
characteristics and financing in large, 
public, founding-family-controlled firms. 
Family Business Review, 12(2): 123-131. 

Miller, N., McLeod, H. & Oh, K. (2001). 
Managing family businesses in small 
communities. Journal of Small Business 
Management, 39(1): 73-87. 

Morris, M.H., Williams, R.O., Allen, J.A., & 
Avila, R.A. (1997). Correlates of success 
in family business transitions. Journal of 
Business Venturing, 12(5): 385-401. 

Nelton, S. (1998). The rise of women in family 
firms: A call for research now. Family 
Business Review, 11(3): 215-218. 

Office of Advocacy. (2001). Women-Owned 
Firms Continue Dramatic Growth. (SBA 
No: 01-03 ADVO).  Washington, D.C.: 
U.S. Small Business Administration, 
April 4. 

Peiser, R. & Wooten, L. (1983). Life-cycle 
changes in small family businesses. 
Business Horizons, May-June: 58-65. 

Romano, C.A., Tanewski, G.A., & Smyrnios, 
K.X. (2001). Capital structure decision 
making: A model for family business. 
Journal of Business Venturing, 16(3): 
285-288. 

Schein, E. (1983). The role of the founder in 
creating organizational culture. 
Organizational Dynamics, 12(1): 13-28. 

Sharma, P., Chrisman, J. & Chua, J. (1997). 
Strategic management of the family 
business: Past research and future 
challenges. Family Business Review, 
10(1): 1-35. 

Sonfield, M.C. & Lussier, R.N. (2002). First-
generation and subsequent-generation 
family firms: A comparison.” 
Proceedings of the National 
Entrepreneurship and Small Business 
Educators Conference, 153-161. 

Stavrou, E. T. (1998). A four factor model: A 
guide to planning next generation 
involvement in the family firm. Family 
Business Review, 11(2): 135-142. 

Upton, N. & Heck, R. (1997). The family 
business dimension of entrepreneurship, 
in Entrepreneurship 2000, Sexton, D. & 
Smilor, R., ed. Chicago: Upstart 
Publishing, 243-266. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 11 

Table 1:  ANCOVA Hypotheses Comparison by Generation (N = 161) 
 
 Generation Controls 

Hypotheses (Control variables: 
                       #E = # of employees 
                       YB = years in business 
                       FO = form of ownership 
                       I = industry-product or service) 
 

1GFF 
(n=51) 

2GFF 
(n=60) 

3GFF 
(n=50) 

p  
Gen 

Sig 
p 

#E 
YB 
FO 
I 

1. Use of non-family members within top mgt (% non-
family) 

29 30 35 .242 #E 
.007 
 

2. Women family members working in firm (% of women) 36 26 28 .468  
3. Use of team-management style (7-1*) 3.47 4.32 3.79 .462 FO 

.010 
 

4. Having conflict between family members (7-1) 2.40 2.67 2.28 .468 FO 
.015 
 

5. Specific succession plans (7-1) 1.70 3.73 3.19 .000 YB 
.000 
I 
.047 
 

6. Use of outside consultants, advisors, and professional 
services (7-1) 

3.63 4.38 4.57 .495  
 

7. Time spent in strategic mgt activity (7-1) 3.13 3.28 3.23 .866 FO 
.040 
 

8. Use of sophisticated methods of financial mgt (7-1) 2.94 3.79 3.21 .476 #E 
.000 
I 
.038 
 

9. Degree of influence by original business objective and 
methods of the founder (7-1) 

5.06 5.34 4.52 .021 YB 
.000 
 

10. Consideration of going public (7-1) 1.33 1.49 1.27 .929 
 

 

11. Use of equity financing rather than debt (proportion) 61/39 12/88 33/67 .004  
 
* Likert scales—Mean of     Describes our firm  7 6 5 4 3 2 1  Does not describe our firm 
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Abstract 
 
 Does planning a family business entail 
not only planning a business but also planning a 
family that will be involved in the business?  Or 
is the family part of the family business 
planned?  This paper includes a factor analysis 
of data generated by a 61-question questionnaire 
mailed to 3,000 family business owners 
randomly dispersed throughout the United 
States.  The findings indicate that family issues 
involved in managing family businesses become 
more important the older and more established 
family businesses become but that the 
contributions of children may be more crucial in 
first generation businesses than in older 
generation businesses. 

A fundamental part of script theory 
(Allen & Allen, 1988; Berne, 1970; Gioia & 
Poole, 1984; Lord & Kernan, 1987) is that 
people create their own destiny to some extent 
by what they decide when exposed to various 
messages about themselves and what they 
should do when they are children.  The script 
messages plus what the individual decides about 
them gradually create a life script with 
choreographed lines, places, and scenery.  The 
individual would attempt to find situations that 
would enable him to act out the life script that 
had been partially laid down for him by his 
parents and others and had been partially created 
by himself through his decision-making at early 
ages.  Stapleton and Murkison (1990) found that 
entrepreneurs often create ideas for businesses 
several years before they actually start the 
business, sometimes at very early ages, as early 
as 8 years old. 

Part of the impetus for this research was 
to see if was possible using business research 

methods to determine if script theory applied to 
the scripting of families in small businesses.  
Assuming people in general make up their 
minds about such things as what type of person 
to marry, how many children to have, and who 
will be there at the time of death (Berne, 1970), 
it would seem logical that they might also make 
up their minds at early ages about including 
spouses and children in family businesses.  In 
other words, do entrepreneurs and small 
business owners plan to marry certain types of 
people who will be suitable as partners in small 
businesses and do they plan to produce children 
who will work in and perhaps inherit the family 
business (Cates & Sussman, 1992; Clarke & 
Dawson, 1998; Cohn, 1998; Doherty, 1997; Lea, 
1991; Rawls, 1999; Walsh, 1985)? 
 

Methodology of This Research 
 

We hypothesized that an entrepreneur 
would plan to marry a person who would make 
a good partner in business, that is an 
entrepreneur would plan to produce children 
who would work in the family business, and that 
most entrepreneurs would plan to will their 
business and wealth to their children on an equal 
share basis.  We hypothesized that the tendency 
to do this might vary depending on the gender of 
the small business owner and on whether the 
small business owner started or inherited the 
business.  

We created a 61-question questionnaire 
designed to seek answers to these and related 
questions.  A copy of the questionnaire is 
attached in Appendix 1 with a tabulation of the 
responses.  A total of 3,000 questionnaires were 
randomly mailed in 2000 to family business 
owners throughout the United States from a list 



purchased from a company that produces and 
markets mailing lists (Dunhill Lists).  Our list of 
3,000 names and addresses was randomly 
selected from a list that contained 2 million 
small business owners.  A total of 150 responses 
were received.  As can be seen in Appendix 1, 
most of the businesses were relatively well-
established businesses, indicating that family 
planning issues are more important to these 
businesses.  The low response rate may have 
been due to the length of the questionnaire or 
the nature of the questions.  Respondents were 
offered copies of the responses if they would 
affix their names and addresses to the 
anonymous questionnaires.  Eighty respondents 
requested copies of the responses.  It may be 
most small business owners simply do not want 
to think about complex family business issues. 

Earlier analyses of the data (Stapleton & 
Stapleton, 2001) did not confirm the above 
hypotheses.  No statistical differences were 
found using chi-square analysis based on the 
hypothesized categories with respect to 
producing children or the willing of businesses 
or wealth.  Basically we found that the small 
business owners did not plan their families to 
any significant degree, in terms of planning to 
find a particular type of person to marry, in 
terms of planning to produce children to work in 
the business, or in terms of planning to will their 
businesses and wealth.  It appeared that they 
more or less left the family part of family 
business planning to chance.  While most of the 
respondents wanted to include their children in 
their wills, 96 of 150 respondents agreed that 
control of the family business should be willed 
to the child most likely to be able to perpetuate 
the family business, and 51 respondents said 
anything they willed their children would 
depend on their feelings at the time they made 
out their last will.  This indicates that in many 
families little regard is given to long range 
planning of how children will share in the gains 
of small businesses, indicating that shares of the 
family businesses to be inherited depend on 
circumstances and events that occur as the 

history of the family business evolves.  Much 
seems to depend on fate or emotions as time 
passes and little of the process appears to be 
scripted. 

The purpose of this paper was to apply a 
different statistical technique, factor analysis, to 
the data to see if any new insights might be 
gleaned from the questionnaire.  Factor analysis 
(Johnson & Wichern, 1999) is a method whose 
main purposes are the summarization and 
reduction of data.  It is based on the assumption 
that there may be latent factors that account for 
the correlation among groups of observed 
variables. The variables in one of these groups 
may be highly correlated with each other but 
have relatively lower correlations with variables 
that are in other groups.  Then, it may be the 
case that a group represents some underlying, 
and perhaps unobservable, factor that is 
responsible for the correlation of the observed 
variables.  

This factor analysis was accomplished 
by the junior author who recently finished her 
doctor's degree in statistics.  Using the SAS 
statistical package she found 21 different 
factors, many of which did not show much 
influence on the variability of the data.  This 
paper focuses on factors that have correlations 
greater than .4 with at least 4 questions, 
indicating a stronger degree of influence on the 
overall data.  By considering the amount of 
variation explained by the factors, we eliminated 
all but 9 factors, and of these only the first 5 
were highly correlated (correlation > .4) with at 
least 4 questions. We therefore eliminated all 
factors except the first 5.    While the factor 
analysis technique is powerful in that it can help 
detect relationships among a large number of 
questions, it is not deterministic.  One can only 
hope to find plausible explanations or 
hypotheses for why the questions with high 
coefficients in different factors are related.  
 



Results 
 

Factor 1:  Following are the questions 
that have correlations greater than .4 with Factor 
1:  Question. 9, coefficient .474, Our family 
business employs ? family members; No. 10, 
.486, I knew from an early age what type of 
person I wanted to marry;  12, .681, I sought a 
spouse whom I thought would make a good 
partner in a family business; 14, .491, I knew 
from the beginning how many children I wanted 
to have; 17, .54, I knew before I married that I 
wanted my children to work in my family 
business; 20, .497, Everyone in the family 
business should be consulted before major 
decisions are made; 22, .650, The family 
business should be willed to the next of kin on 
an equal share basis; 31, .467, The family 
business should be sold for cash so the proceeds 
can be willed to the children or next of kin on an 
equal share basis; 32, .552, All members of the 
family should have the right to discuss all issues 
in the family business; 38, .504, Children should 
be required to work in the family business to 
help pay for their raising; 39, .590, 
Grandchildren should share in the family 
business on an equal share basis with children; 
42, .657, I intended from the beginning to own a 
business so I would have assets to give my 
children; 48, .400, We wanted to have children 
to have help in the family business; 55, .631, 
Everyone should be consulted about major 
business decisions; 60, .438, Children are 
entitled to an equal share of the family estate 
merely because of being brought into this world 
with no choice in the matter by their parents.  

Factor 2:  No. 38, .486, Children should 
be required to work in the family business to 
help pay for their raising; 44, .425, We tried to 
influence our oldest child to work in the family 
business but not the younger one(s); 48, .543, 
We wanted to have children to have help in the 
family business; 53, .524, Ultimately there can 
be only one boss, the man of the house; 54, .506, 
Children should be seen and not heard; 58, .477, 
It is ok to will favorite children and 

grandchildren larger shares of the family 
business.  

Factor 3:  No. 25, .562, Control of the 
family business should be willed to the child 
most likely to be able to perpetuate the existence 
of the family business; 26, .437, The customer is 
always right; 27, .574, Shares in the family 
business should be willed to children based on 
how much children contributed to the business; 
29, .533, Shares in the family business should be 
willed to children based on what they are likely 
to contribute in the future.  

Factor 4:  No. 8, .423, Our business has 
less than ?, more than ? employees; 14, .483, I 
knew from the beginning how many children I 
wanted to have; 24, .463, Children should not be 
required to work in the family business when 
they are growing up; 45, .394, Grandchildren 
should be given nothing in a will, since they will 
inherit from their own parents; 47, .476, We 
wanted children to have someone to take care of 
us in old age.  

Factor 5:  No. 6, .524, The yearly sales 
of our family business are less than ?, over ?; 7, 
.464, The net worth of our family business is 
less than ?, over ?; 41, .445, The purpose of 
having children is to preserve one's genes and 
perpetuate the human species; 42, .416, I 
intended from the beginning to own a business 
so I would have assets to give my children.  
 

Analysis and Conclusions 
 

Factor 1 could indicate that the more 
family members work in the family business the 
more the present owners of the family business 
weight such things as family planning, 
consulting with family members about major 
decisions affecting the business, and how to will 
shares in the business to offspring.  It seems 
likely the more family members work in the 
family business, the larger and older is the 
business, and the more likely it is that 
grandchildren would be working in the business.  
Issues such as how to include family members 
and how to will shares would be less significant 



in first generation businesses than in second or 
third generation businesses.   

Factor 2 seems concerned with questions 
that would be associated with the roles of 
children in family businesses.  The majority of 
these respondents generally agreed that one 
should not produce children to work for or take 
care of parents and that children in families that 
own businesses should be allowed to speak their 
minds and decide their own careers.  A majority 
of the respondents thought they should be fair 
with their children and not will favorite children 
and grandchildren larger shares of the business 
than others.  

Factor 3 seems to be concerned with the 
perpetuation of the business and fairness and 
justice in the willing process.  These questions 
seem to represent attitudes indicating that 
children are responsible to some degree for the 
success of the family business and that those 
who contributed most should receive the largest 
percent of the family wealth.  It is interesting 
that the question concerned with the customer 
always being right is correlated with these 
questions.  This may indicate that a majority of 
the respondents feel that doing whatever it takes 
for the business to survive is the most important 
consideration.  This factor indicates that the 
willing of control and ownership of small 
businesses depends to a large extent on the past 
and future contributions of children to the 
business. 

It may be based on Factor 4 that the 
larger the business the more owners consider 
whether to have children and whether 
grandchildren should be included.  This would 
indicate that the nature of the business situation 
one finds himself or herself in, that is, whether 
one inherits shares or control of an established 
business or starts a business from scratch, may 
influence family planning decisions such as how 
many children to have and attitudes regarding 
how to manage and reward children through 
wills.  It may be that creators of first generation 
businesses would be more likely to require their 
children to work in a family business than 

inheritors of second and third generation 
businesses, and it may be that grandchildren are 
more likely to inherit shares in second and third 
generation businesses than in first generation 
businesses.    

Factor 5 indicates that inheritors of 
established businesses are less concerned with 
producing children and with whether children 
will work in the business.  It may be the 
wealthier the family the more irrelevant 
decisions about children become, since children 
are less likely to be needed to work in the 
business and provide assistance in the dotage of 
parents.  It is also more likely in these situations 
that resources will be available to take care of 
children throughout life regardless of the 
contributions of children. 
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Abstract 
 
 In the literature of family business, 
certain management activities, styles and 
characteristics have been most frequently 
examined. Yet no prior research focusing on the 
interrelationship among these family businesses 
variables has been found. This is a survey-
research factor analysis study of 149 family 
businesses. The 13 variables were reduced to 5 
factors. Factor 1, professional management, 
includes non-family members within top 
management, sophisticated financial 
management techniques, and professional 
management style. Factor 2, planning and 
decision making, includes strategic 
management, decision making authority, use of 
consultants and professional services. Factor 3, 
capital structure, includes capital structure and 
going public, which relates to succession 
planning. Factor 4, gender, includes women 
family members and generation. Factor 5, 
founder influence, includes influence of the 
founder and conflict.  

 
Introduction 

 
 Family businesses constitute a highly 
important component of the American business 
setting. An estimated 80% of the total 15 million 
businesses within the American economy are 
family businesses (Carsrud 1994; Kets de Vries, 
1993). Family businesses contribute more than 
50% (McCann, Leon-Guerrero, & Haley 1997) 
to as high as 60% (Bellet, Dunn, Heck, Parady, 
Powell, & Upton 1995) of the total Gross 
National Product, 50% of employment (Morris, 
Williams, Allen & Avila 1997), and have higher 

annual sales than non-family businesses 
(Chaganti & Schneer 1994). Estimates classify 
35% of Fortune 500 firms as family owned 
(Carsrud 1994). However, much of the family 
business literature is non-quantitative and few 
articles have been published in broad-based 
business journals (Dyer & Sánchez 1998; Litz 
1997).  
 Clearly, an understanding of family 
business is important to researchers and 
practitioners (Gersick, Lansberg, Desjardins, & 
Dunn 1999; Gudmundson, Hartman, & Tower, 
1999; Habbershon & Williams 1999; James 
1999; Lansberg 1999; McConaughy, Matthews, 
& Fialko 2001; Shanker & Astrachan 1996; 
Westhead & Cowling 1998).  
 This current study adds to the empirical 
body of literature as no other study has been 
found that investigates the interrelationships 
among the family business variables most 
frequently examined in the literature. The 
purpose of this study, as suggested for further 
research by Lussier and Sonfield (2003), was to 
determine the interrelationships between these 
family business variables of management 
activities, styles and characteristics. A literature 
review revealed 13 important and frequently 
examined family business variables. By running 
factor analysis among these variables, important 
research questions can be answered. The 
implications are important to: (1) practitioner 
family members, owners, and non-family 
managers, (2) researchers of family business, 
and (3) those who assist family firms. A better 
understanding of the interrelationship between 
the variables can lead to more effective 
operations of family enterprises, or a 
determination that these variables should be 
studied interdependently. 
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Family Business Variables 
 

 Most of the family business literature is 
found in the journal Family Business Review, as 
it is the only scholarly publication specifically 
devoted to family business. Dyer and Sánchez 
(1998) analyzed all the articles published in the 
first decade of the Family Business Review, 
finding the most frequent topics of articles to be: 
Interpersonal family dynamics, Succession, 
Interpersonal business dynamics, Business 
performance and growth, Consulting to family 
firms, Gender and ethnicity issues, Legal and 
fiscal issues, and Estate issues.  
 Within the literature on family business, 
certain topics have been more frequently 
investigated. Based on an extensive review of 
this literature, the following 12 variables were 
included in this study to determine the 
relationships between them.  
 
1. Non-Family Members Within Top 
Management 
 Dyer (1988) studied “paternalistic” 
management culture and style as compared to 
“professional” style of management. 
“Paternalistic” management was characterized 
by hierarchical relationships, top management 
control of power and authority, close 
supervision, and distrust of outsiders. 
“Professional” management involves the 
inclusion, and sometimes the predominance, of 
non-family managers in the firm.   
 McConaughy and Phillips (1999) studied 
large publicly owned founding-family-
controlled companies and concluded that 
(a) descendent-controlled firms were more 
professionally run than were founder-controlled 
firms; (b) first-generation family managers are 
entrepreneurs with the special technical or 
business backgrounds necessary for the creation 
of the business, but the descendents of the 
founder face different challenges, to maintain 
and enhance the business, and these tasks may 
be better performed in a more professional 
manner, often by non-family members. Both 

Dyer (1988) and McConaughy and Phillips 
(1999) found an earlier basis in Schein (1983), 
who also suggested more professional forms of 
management with the inclusion of non-family 
managers. Thus, non-family members within top 
management is included as a family business 
variable for this study. 
 
2. Women Family Members Working In The 
Firm  
 Nelton (1998) studied gender issues in 
family firms and stated that daughters and wives 
are rising to leadership positions in family firms 
more frequently than in the past, and that the 
occurrence of daughters taking over businesses 
in traditionally male-dominated industries is 
increasing rapidly. Cole (1997) found the 
number of women in family businesses 
increasing. More generally, U.S. Census Bureau 
data showed women-owned firms growing more 
rapidly than those owned by men (Office of 
Advocacy, 2001). Thus, women family 
members working in the firm is included as a 
family business variable for this study. 

 
3. Decision-Making Authority 
 Another aspect of family business 
behavior is the distribution of decision-making 
authority in the firm. Dyer (1988) found 
decision-making to be more centralized in first-
generation family firms than in subsequent-
generation family firms. Aronoff (1998) 
developed this suggestion further to determine 
the level of decision-making authority and the 
use of team management versus autocratic 
decision-making. Team management involves 
parents, children and siblings in the firm all 
having equality and participative involvement in 
important decision-making, even if one family 
member is still the nominal leader of the 
business. Aronoff furthermore reported that 42% 
of family businesses are considering co-
presidents for the next generation. Thus, 
decision-making authority is included as a 
family business variable for this study. 
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4. Conflict and Disagreement About 
Management Decisions 
 Interpersonal dynamics, including 
conflict and disagreement among family 
members, has been a major focus of family firm 
research (Levinson 1971; Sonfield & Lussier 
2002). Morris et al. (1997) found that the 
relationship within the family has the single 
greatest impact on successful transition between 
generations of family businesses. Other 
researchers also studied conflict (Beckhard & 
Dyer 1983; Davis & Harveston 1999, 2001). 
Thus, conflict and disagreement about 
management decisions is included as a family 
business variable for this study. 

 
5. Succession Planning 
 Succession planning is a major focus of 
the literature on family firms (Sonfield & 
Lussier 2002). The primary issues here involve 
the difficulties founders have in “letting go” and 
passing on the reins of control and authority, the 
lack of preparation for leadership which next-
generation family members often receive, and 
thus the need for, and importance of, succession 
planning (Christensen 1953; Davis 1983; 
Handler 1994; Hershon 1975; Upton & Heck 
1997). Dyer (1998) investigated “culture and 
continuity” in family firms, and the need for 
firm founders to understand the effects of a 
firm’s culture and that culture can either 
constrain or facilitate successful family 
succession. Fiegener and Prince (1994) 
compared successor planning and development 
in family and non-family firms and found that 
family firms favor more personal relationship-
oriented forms of successor development, while 
non-family firms utilize more formal and task-
oriented methods. Building upon these and other 
studies of succession in family firms, Stavrou 
(1998) developed a conceptual model to explain 
how next-generation family members are chosen 
for successor management positions. This model 
involves four factors which define the context 
for succession: family, business, personal and 

market. Thus, succession planning is included as 
a family business variable for this study. 

 
6. Founder Influence 
 Another issue of interest in the 
investigation of family business is “generational 
shadow” (Davis & Harveston 1999). In a multi-
generation family firm a generational shadow, 
shed by the founder, may be cast over the 
organization and the critical processes within it. 
In such a situation, “succession” is considered 
incomplete, may constrain successors, and may 
have dysfunctional effects on the performance 
of the firm. Yet this “shadow” may also have 
positive impact, by providing a clear set of 
direction and standards for subsequent firm 
managers. Kelly, Athanassiou, and Crittenden 
(2000) similarly proposed that a family firm 
founder’s “legacy centrality” will influence the 
strategic behavior of succeeding generations’ 
family member managers, with both positive 
and negative impact. Davis and Harveston 
(1999) also investigated generational shadow, 
but reached mixed conclusions regarding its 
impacts. Thus, founder influence is included as 
a family business variable for this study.  

 
7. Going Public 
 Family businesses are not always 
privately owned. As firms grow, opportunities 
and needs for “going public” may arise. The 
family may not be able, or may not choose, to 
provide sufficient management or financial 
resources for growth, and outsider ownership 
can resolve this situation. And even publicly 
owned companies can continue as “family 
businesses,” if management or financial control 
is maintained by the family (Sonfield & Lussier 
2002). McConaughy (1994) found that 20% of 
the Business Week 1000 firms are family-
controlled. Thus, going public is included as a 
family business variable for this study. 

 
8. Use Of Outside Consultants, Advisors And 
Professional Services 
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9. Strategic Planning 
 
10. Sophisticated Financial Management 
 
11. Professional Management 
 As stated, several researchers of family 
firms have studied differences in paternalistic 
versus professional management. As family 
firms age, they also progress from informal, 
subjective and paternalistic styles of leadership 
to more formal, objective and professional 
(Aronoff 1998; Cole & Wolken 1995; Coleman 
& Carsky 1999; Dyer 1988; Filbeck & Lee 
2000; McConaughy & Phillips 1999; Miller, 
McLeod, & Oh 2001; Schein 1983). 
“Professional” management may involve the 
following: (a) the use of outside consultants, 
advisors and professional services (Sonfield & 
Lussier 2002), (b) more time engaged in 
strategic management activities (Sharma, 
Chrisman, & Chua 1997), and (c) the use of 
more sophisticated financial management tools 
(Sonfield & Lussier 2002). Thus, consultants, 
strategic planning, financial management and 
professional management are included as family 
business variables for this study. 
 
12. Capital Structure 
 The capital structure decision is 
important for family business (Romano, 
Tanewski, & Smyrnios 2001). The debt to 
equity ratio has been studied by several 
researchers (Sonfield & Lussier 2002). Cole and 
Wolken (1995) and Coleman and Carsky (1999) 
found that older and larger family firms use 
more equity financing and less debt financing 
than younger and smaller family firms. 
However, Bork, Jaffe, Jane, Dashew, and 
Heisler (1996) and Gersick, Davis, Hamptom, 
and Lansberg (1997) found that family 
businesses are reluctant to use debt financing. 
Thus, capital structure (debt to equity) is 
included as a family business variable for this 
study. 
 

13. Generation 
 Lussier and Sonfield (2002; 2003) and 
Sonfield and Lussier (2001; 2002) have studied 
how management characteristics, styles, and 
practices are affected by generation. They have 
compared 1st, 2nd, and 3rd generation by the other 
variables in this current study.  
 

Methods 
 
Sample 
 Survey instruments were mailed, hand-
delivered, and telephone-conducted to a variety 
of New York and Massachusetts companies 
identified as family businesses. Of the 822 
surveys mailed; 272 were no longer at the 
address or responded that they were not family 
firms. Thus, 149 usable returned surveys 
provided a return rate of 27%.  

 
Variable Measures 
 As discussed, all variables are taken 
from the literature. A panel of experts reviewed 
the questionnaire for improvements, addressing 
reliability and validity. The 13 variables by 
measurement level are as follows: 
 (1) Non-Family Members Within Top 
Management and (2) Women Family Members 
Working In The Firm were ratio measures. The 
percentage ratio of family to non-family 
managers and the percentage of male and female 
family members involved in the operation of the 
firm were determined.       
 (3) Decision-Making Authority, 
(4) Conflict and Disagreement about 
Management Decisions, (5) Succession 
Planning, (6) Founder Influence, (7) Going 
Public, (8) Use of Outside Consultants, Advisors 
and Professional Services, (9) Strategic 
Planning, (10) Financial Management, and 
(11) Professional Management Style included 
descriptive statements on a Likert interval scales 
of: “Describes our firm” 7 to 1 “Does not 
describe our firm.”  
 (12) Capital Structure was measured as 
the use of debt or equity financing and 
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(13) Generation by 1st, 2nd, or 3rd or more. 
Descriptive statistical data included the number 
of years the firm was in business, the number of 
employees, type of industry (product or service), 
and form of ownership.  
 
Analysis 
 Factor Analysis was run including all 13 
variables using the principal component analysis 
method by the Varimax with Kaiser 
normalization rotation method.  
 Factor analysis is an advanced 
multivariate statistical technique used to reduce 
a large number of independent variables into a 
limited number of interrelated factors. In 
essence, factor analysis develops a matrix of 
intercorrelations among several independent 
variables, none of which is considered as being 
dependent on another. The linear combinations 
of variables are called factors. The factors 
account for the variance in the data as a whole. 
The best combination makes up the first 
principal component and is the first factor. The 
second principal component is defined as the 
best linear combination of variables for 
explaining the variance not accounted for by the 
first factor. The process continues until all the 
variance is accounted for. The correlation 
coefficients are called loadings, and each 
variable loads on the factor with the highest 
coefficient. A load of .40 or greater is 
considered high. A variable with two or more 
loads of .40 or greater are considered to load on 
multiple factors and are considered somewhat 
problematic as they are multi-collinear.  

 
Results 

 
Descriptive Statistics 
 The mean number of years the sample 
family businesses were in business was 42, with 
a standard deviation of 33, and a median of 35. 
The mean number of employees was 205, with a 
s.d. of 682 due to outliners, with a median of 26. 
As may be expected, the longer the firm is in 
business, the larger it becomes. As in the 

population, more businesses were in the service 
sector (including retail) 111/75%, with 38/25% 
offering products. The dominant form of firm 
ownership was corporation 117/79%, followed 
by sole proprietorship 17/11%, and partnership 
15/10%.   

 
Factor Analysis 
 See Table 1 for the factor analysis 
results. Note that only the high (.40) correlation 
coefficients (loads) are reported, with secondary 
loads listed in italic numbers.  
 Factor 1 includes (1) non-family 
members within top management, 
(10) sophisticated financial management 
techniques, (11) professional management style. 
(9) Time spent in strategic management, which 
is also multi-collinear with factor two, is a 
second loading with Factor 1.  

 Factor 2 includes (9), (3) decision 
making authority, (8) use of consultants and 
professional services. As second high loads, 
(4) conflict and (5) succession plans are multi-
collinear with Factor 2. 
 Factor 3 includes (5) and (12) capital 
structure. As a second high load, (7) going 
public is multi-collinear with Factor 3. 
 Factor 4 includes (7), (13) generation, 
and (2) women family members. 

Factor 5 includes (4) conflict and 
(6) influence of founder. 
 

Discussion 
 

 The 13 variables have been reduced to 5 
factors. Factor 1 may be called “professional 
management,” as there is an interrelationship or 
these four variables are all measuring similar 
management characteristics: (1) non-family 
members within top management, 
(10) sophisticated financial management 
techniques, (11) professional management style, 
and (9) strategic management.  
 Factor 2 may be called “planning and 
decision making,” as these five variables are 
measuring these management characteristics: 
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(9) strategic planning, (3) decision-making 
authority, (8) use of consultants and professional 
services (4) conflict and (5) succession plans. 
 Factor 3 may be called “capital 
structure,” as (12) capital structure relates to 
(7) going public. And firms that use equity 
financing to go public are more likely to have 
succession plans. 
 Factor 4 may be called “gender,” as it 
relates to (7) going public and (13) generation. 
There are more (2) women family members in 
earlier generation firms and they are less likely 
to go public. 
 Factor 5 may be called “founder 
influence,” as the (6) founder’s influence 
increases (4) conflict decreases. 
 These findings are important because 
prior family business researchers have studied 
variables independently and with bivariate 
statistics. Both those who research and those 
who assist family firms need to understand the 
relationships between these major family 
business variables. For researchers, these 
finding can identify focuses for future research, 
especially where prior studies’ findings are only 
partially supported, or are not supported at all. 
For consultants, and others who assist family 
businesses, these findings can provide a better 
understanding of the interrelationships between 
various management activities, styles and 
practices within such firms, and therefore lead to 
more effective intervention and assistance.    
 The lack of a strong empirical based 
research literature is a limitation to this study, 
while at the same time the results contribute to 
the gap in the literature. As previously 
discussed, much of the literature is not 
empirical. Thus, the variables selected for this 
study were based on limited research studies and 
conclusions. Clearly, these current findings 
indicate a need for more focused and more 
extensive analysis of many of these relationships 
between family business variables. As the 
understanding of these family business variables 
increases, continued use of advanced 
multivariate statistical analysis to examine the 

relationships of the variables is suggested for 
further research.  
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TABLE 1  Factor Analysis (N = 149) 
 

Variable  Fact 
1 

or 
2 

Load 
3 

 
4 

 
5 

1. Use of non-family members within top mgt (%) 
 

.683     

10. Use of sophisticated financial mgt (7-1)* 
 

.684     

11. Professional management style (7-1) 
 

.746     

9. Time spent in strategic mgt activity (7-1) 
 

.416 .494    

3. Decision making authority (7-1) 
 

 .749    

8. Use of consultants professional services (7-1) 
 

 .401    

5. Formulation of specific succession plans (7-1) 
 

 .513 .649   

12. Capital structure (debt or equity) 
 

  -.741   

7. Consideration of going public (7-1) 
 

  .411 .415  

13. Generation (1-2-3) 
 

   -.684  

2. Women family members working in firm (%) 
 

   .677  

4. Having conflict between family members (7-1) 
 

 .470   -.669 

6. Influence by original founder (7-1) 
 

    .812 

 

* Likert scales—Mean of   Describes our firm  7 6 5 4 3 2 1  Does not describe our firm 
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Abstract 
 

 There has been limited prior research 
into generational differences among family 
businesses.  As a follow-up to a prior study in 
the United States, this study compared first, 
second and third-generation family firms in 
Croatia, France and India, countries with 
significantly different cultures and levels of 
entrepreneurial orientation and activity.  
Contrary to much of the current literature, and 
generally consistent with the earlier United 
States study, there were no statistically 
significant difference in management 
characteristics and practices between first-
generation and subsequent generation family 
firms in any of these three countries.  These 
results confirm, support and strengthen the 
earlier American study and its conclusions, and 
indicate that, while individual country 
characteristics and culture may have significant 
impacts upon entrepreneurship and small 
business in general, family businesses and their 
specific family characteristics provide a strong 
unifying force across national and cultural 
boundaries. 

 
Introduction 

 
 Family Business as a field of study has 
grown from modest beginnings to a substantial 
conceptual and theoretical body of knowledge at 
the start of the twenty-first century.  Prior to 
1975, a few theorists, such as Christensen 
(1953), Donnelley (1964) and Levinson (1971), 
investigated family firms, yet the field was 

largely neglected (Lansberg, Perrow & 
Rogolsky, 1988).  These early studies were 
generally conceptual rather than empirical, with 
a focus on the more fundamental issues, such as 
what makes a business a “family firm,” the 
dynamics of succession, intra-family conflict, 
and consulting to such firms (Handler, 1989; 
Sharma, Chrisman & Chua, 1997).  In 1988, 
with the launching of the journal Family 
Business Review, the first and only scholarly 
publication devoted specifically to family 
business, the field reached a level of maturity to 
foster a significant progression and resulting 
body of research and findings. 
 Within the United States economy, 
family businesses comprise an estimated 80% of 
the total 15 million businesses (Carsrud, 1994; 
Kets de Vries, 1993) and they contribute from 
40% to 60% of the total Gross National Product 
(Gomez-Mejia, Nunez-Nickel & Gutierrez, 
2002; McCann, Leon-Guerrero & Haley, 1997).  
Furthermore, it is estimated that 35 percent of 
Fortune 500  firms are family owned (Carsrud, 
1994). Certainly an understanding of the various 
issues and aspects of family business should be 
of interest to scholars in the field of business 
administration. 
 Over the fifteen-year history of the 
Family Business Review, and in other venues for 
reports on family firm research, most of this 
research has focused on family businesses in the 
United States.  However, in recent years about 
ten to twenty percent of FBR articles have been 
written by non-North American researchers, 
who have drawn on examples or samples of 
family firms in their own countries.  And 



although these articles have reported on family 
businesses in a variety of European and Asian 
nations, there is rarely any major discussion as 
to whether family businesses in other countries 
may be significantly different from their North 
American counterparts, and whether conclusions 
reached from such studies may not be 
comparable with North American-based 
findings and resulting theory. 
 Although there has been only a limited 
number of empirical studies on the subject of 
individual country characteristics and culture 
and their impact (Hayton, George & Zahra, 
2002), such characteristics and culture clearly 
have an influence on the nature and performance 
of entrepreneurship and small business in 
general, and upon family businesses in 
particular (George & Zahra, 2002).  It has been 
found that entrepreneurial cognitions are distinct 
from other types of business cognitions and that, 
while such cognition universally exists, it varies 
significantly from one country and culture to 
another (Mitchell et. al., 2002). 
 Other researchers have confirmed the 
influence of national culture on entrepreneurial 
orientation and behavior, both at the individual, 
aggregate and corporate levels (Ahlstrom & 
Bruton, 2002; Kreiser, Marino & Weaver, 2002; 
Marino, Strandholm, Steensma & Weaver, 
2002).  The GEM (“Global Entrepreneurship 
Monitor”) 2002 summary report lists 
“entrepreneurial activity” for 37 countries, with 
India and Thailand at the high end of the scale 
with about 18 entrepreneurial persons per 100 in 
the labor force, and Japan and Russia at the low 
end with about 2 persons per 100 (Reynolds, 
Bygrave, Autio & Hay, 2002).  
 “Culture” is generally defined as a  set of 
shared values, beliefs and expected behaviors 
(Hayton, George & Zahra, 2002), and a 
commonly used taxonomy of 
cultural/entrepreneurial dimensions involves 
(1) individualism-collectivism, (2) uncertainly 
avoidance, (3) power-distance, and 
(4) masculinity-femininity (Hofstede, 1980).  
And while “culture” and “nation” are generally 

used interchangeably in most of this research, 
Tan (2002) compared Mainland Chinese, 
Chinese-Americans and Caucasian Americans 
and concluded that “nation” has a greater impact 
on entrepreneurship than “culture.”   
 

Research Objectives 
 
 In prior studies, Sonfield and Lussier 
studied family businesses in the United States 
with regard to a variety of issues.  There had 
been minimal prior research into generational 
differences among family businesses and in one 
study (Sonfield & Lussier, 2002), the authors 
compared first-generation, second-generation 
and third-generation family firms.  Contrary to 
much of the existing literature, few significant 
differences in characteristics or behavior 
patterns were found between these generational 
categories of family businesses (Sonfield & 
Lussier, 2002).  
 The objective of this current study was 
to extend this generational investigation to 
family businesses in other countries, using the 
same methodology as Sonfield and Lussier 
(2002) for the American analysis.  Comparable 
family firm data was obtained from Croatia, 
France and India.  These three countries have 
different sized populations, different cultures, 
different economic characteristics and histories, 
and different GEM rates of entrepreneurial 
activity (Croatia = 3.6, France = 3.2, India = 
17.9). 
 
Croatia 
 In 1991, the Republic of Croatia 
declared its independence from Yugoslavia, and 
is today a parliamentary democracy with a 
population of about 4.4 million, about 57% of 
which is urban.  Gross domestic product was 
estimated to be $24.9 billion in 2000.  Of a total 
148,000 business enterprises in Croatia, about 
90,000 are one-person operations and another 
54,000 are small (annual sales of 2 million U.S. 
dollars or less).  Family-controlled businesses in 
Croatia have a long history in the country, prior 



to the institution of a socialist Yugoslavia 
following World War II.  Today, most family 
firms are single-generation small businesses, 
oriented toward autonomy, self-employment and 
stability.  Only since the 1991 independence 
have growth-oriented family-controlled 
businesses become a significant factor in the 
economy. 
 
France 
 France has a population of about 
60 million people.  Seventy-five percent of the 
population live in urban areas.  In 2000, the 
gross domestic product was estimated at 
$1.448 trillion.  Family-owned and controlled 
businesses in France, called “patrimonial” 
businesses, play a major role in the economy: 
98% of companies with less than 100 
employees, 75% of those with 100 to 3000 
employees, and 20% of those with over 3000 
employees. 
 
India 
 Home to one of the oldest civilizations in 
the world, Britain relinquished control of the 
Indian subcontinent following World War II, 
and the Republic of India was established in 
1950.  India has a population of over one billion 
people and had an estimated gross domestic 
product of $2.2 trillion in 2000.  The economy 
consists of a large state sector with a number of 
very large state enterprises, a relatively small 
number of multinational companies, and a large 
private sector.  The private sector, with few 
exceptions, is controlled by families who may or 
may not hold large shareholdings in their 
companies.  Thus, most of the large Indian 
companies, though they may be publicly traded, 
are controlled by families and their management 
succession is generally maintained within the 
family.  Members of their boards of directors 
also hold their positions at the pleasure of the 
controlling family.  
 

Hypotheses 
 

 Although most references to the issue of 
generational similarities and/or differences in 
the family business literature are peripheral or 
tangential to the primary research focus, a 
thorough review of this literature identified a 
variety of generational factors worthy of 
investigation.  See Sonfield and Lussier (2002) 
for a full discussion of the literature which 
supports the following hypotheses: 
 Subsequent-Generation Family Firms are 
more likely than First-Generation Family Firms 
to have the following characteristics:  

H1. Inclusion of non-family members. 
H2. Inclusion of women family members. 
H3. Use of team-management style. 
H4. Conflict and disagreement between 

family members. 
H5. Formulation of specific succession 

plans. 
H6. Use of outside consultants, advisors and 

professional services. 
H7. Time engaged in strategic management 

activities. 
H8. Use of sophisticated methods of 

financial management. 
H10. Considered going public. 

 However, Subsequent-Generation 
Family Firms are neither more nor less likely 
than First-Generation Family Firms: 

H9. To be influenced by the original 
business methods and objectives of the founder. 

H11. To use equity financing rather than 
debt financing.  

 
Methodology 

 
 Because of varying difficulties in 
identifying and contacting family businesses in 
the three countries, the survey methodologies 
were different in each.  In France and India, 
large survey mailings to identified family 
businesses were possible (France = 800, India = 
312), and net response rates for France of 14.6% 
(n=116) and for India of 13.6% (n=40) were 



obtained.  In Croatia, far fewer (70) family firms 
were identifiable, but a intensive contact effort 
by mail, telephone and personal visit resulted in 
a response rate of 71.4% (n=50). 
 The survey used was identical to that 
used in the prior United States research project 
(Sonfield & Lussier, 2002), but translated the 
local language as needed. 
 Hypotheses 1-10 compared the 
dependent variable among the three generations 
using one-way ANOVA. Hypothesis 11, having 
nominal measured variables, compared debt to 
equity by generations using chi-square.  
 In addition, discriminant analysis was 
run with variables being reversed. The 11 
dependent variables were used as independent 
variables to determine if they could predict the 
dependent variable generation. The descriptive 
statistical data was also tested for differences 
among generations.  
 

Results 
 
Descriptive Statistics 
 See Table 1 for a summary of descriptive 
statistics.  A one-way chi-square indicated that 
the French and Indian sample sizes by 
generation are not significantly different (p = 
.391); 1GFFs, 2GFFs and 3GFFs are equally 
represented in these two samples, as was the 
case in the U.S. study.  For Croatia, with a short 
history of a market economy, there were 
statistically fewer 3GFFs than 1GFFs and 
2GFFs. 
 As can be expected, for all three 
countries, the more generations the longer the 
firm has been in business than the 1GFFs.  
However, other descriptive statistics differed 
between countries.  In particular, legal form of 
firm ownership varied considerably, as would be 
expected for three economies in which the 
number and nature of family businesses are very 
different. 
 

Hypotheses ANOVA Testing 
 For all three countries, there were no 
significant differences in management 
characteristics by generation for any of the 11 
hypotheses.  See Table 2 for the results of 
hypotheses testing.  Thus, in each country, two 
hypotheses were supported: (H9) Neither 
generation has a significantly greater influence 
by original business objectives and methods of 
the founder and (H11) neither generation was 
significantly more likely to use equity than debt 
financing.  
 And in each country, nine of the 11 
hypotheses are not supported.  (H1) the 
percentage of non-family managers, (H2) the 
percentage of male and female family members 
involved in the operation of the firm, 
(H3) “team-management,” (H4) presence of 
conflict, (H5) succession planning, (H6) use of 
outside advisors, (H7) use of strategic planning, 
(H8) financial management tools, and 
(H10) going public.   

 
Discussion 

 
 In the original United States study 
(Sonfield & Lussier, 2002), it was determined 
that much of the existing literature regarding 
possible generational differences among family 
firms was not supported.  In most respects, 
American 1GFFs, 2GFFs and 3GFFs shared the 
same characteristics and behavior patterns.   
 In this new study, using comparable 
family business data from three significantly 
different countries, Croatia, France and India, 
1GFFs, 2GFFs and 3GFFs are also generally 
similar in their characteristics and behavior 
patterns.  Thus, in spite of the three countries’ 
differing demographics, histories, economies, 
cultures and entrepreneurial orientations and 
activities, these research results confirm, support 
and strengthen the American study and its 
conclusions, and indicate that, while individual 
country characteristics and culture may have 
significant impacts upon a variety of aspects of 
entrepreneurship and small business, family 



businesses and their specific family 
characteristics provide a strong unifying force 
across national and cultural boundaries. 

 
Conclusions 

 
 This study provides an international 
expansion to Sonfield and Lussier’s ongoing 
investigation into generational issues in family 
business. As previously discussed, most prior 
studies’ examinations of generational issues 
were only a small or tangential part of a larger 
focus on other or broader family firm issues.  
Thus, the hypotheses formulated for this study 
were based on limited research conclusions.  
This lack of a strong existing empirical-based 
research literature is a limitation to this study, 
but it also increases the importance of this 
study’s empirical methodology and its findings.  
Another limitation of this study is the variation 
in response rates and sample sizes, often a 
problem in foreign research.  Clearly, these 
current findings indicate a need for more 
focused and more extensive analysis of 
similarities and differences among first, second 
and third-generation family firms, and their 
managerial implications, both in North America 
and in other countries.   
 This issue is important because both 
those who research and those who assist family 
firms need to know whether it is necessary 
and/or valuable to differentiate between 
generational categories within the total 
population of such firms.  Are there significant 
differences, and do they in turn require that 
different forms of assistance will be most 
effective for first-generation versus second-
generation versus third-generation family firms?  
And do the conclusions reached for North 
American family businesses apply to some or all 
family firms in other nations?  
 And finally, a better understanding of the 
factor of generational categorization of family 
businesses might be of benefit to the 
owner/managers of such businesses.  While it 
might be difficult for an owner/manager to 

identify the developmental stage of his or her 
family business, or to analyze his or her firm 
with regard to some of the other issues raised in 
the academic literature in family business, an 
owner/manager can certainly categorize his or 
her business by generation.  If future research 
results in a significant national and perhaps 
cross-national body of theory and managerial 
implications based on generation, then this 
might enable family business owner/managers 
in North America and perhaps elsewhere to 
make better operational and strategic decisions 
on their own, when the intervention of 
professional assistance is not available. 
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Table 1 Descriptive Statistics (N = 367) 
 

VARIABLE 1GFF 2GFF 3GFF TOTAL 
 

U.S.A. (N = 161) 
Generation (n/% of N)  

 
51/32% 

 
60/37% 

 
50/33% 

 
161/100% 

Years in business (mean) 13 34 67 40 
Number of employees (mean) 51 228 310 201 
Service (%) vs. 
  Manufacturing 

78% 
22% 

71% 
29% 

76% 
24% 

74% 
26% 

Ownership (corporation %,    
   Partnership,  
   Sole proprietorship) 

53% 
16% 
31% 

78% 
10% 
12% 

88% 
6% 
6% 

73% 
11% 
16% 

 
Croatia (N = 50) 
Generation (n/% of N)  

 
 
11/22% 

 
 
35/70% 

 
 
4/8% 

 
 
50/100% 

Years in business (mean) 8.5 12 34.5 13 
Number of employees (mean) 14 15 9.5 14.5 
Service (%) vs. 
Product (%) 

36% 
64% 

49% 
51% 

75% 
25% 

48% 
52% 

Ownership (Corporation %,    
   Partnership,  
   Sole proprietorship) 

0% 
27% 
73% 

0% 
9% 
91% 

0% 
0% 
100% 

0% 
22% 
88% 

 
France (N = 116) 
Generation (n/% of N)  

 
 
45/39% 

 
 
38/33% 

 
 
33/28% 

 
 
116/100% 

Years in business (mean) 24 45 78 46 
Number of employees (mean) 53 103 118 88 
Service (%) vs. 
Product (%) 

38% 
62% 

47% 
53% 

48% 
52% 

44% 
56% 

Ownership (Corporation %,    
   Partnership,  
   Sole proprietorship) 

80% 
11% 
9% 

80% 
14% 
6% 

72% 
19% 
9% 

78% 
14% 
8% 

 
India (N = 40) 
Generation (n/% of N)  

 
 
9/23% 

 
 
16/40% 

 
 
15/37% 

 
 
40/100% 

Years in business (mean) 18 36 56 39 
Number of employees (mean) 1438 5240 5396 4443 
Service (%) vs. 
Product (%) 

0% 
100% 

25% 
75% 

20% 
80% 

17% 
83% 

Ownership (Corporation %,    
   Partnership,  
   Sole proprietorship) 

100% 
0% 
0% 

100% 
0% 
0% 

100% 
0% 
0% 

100% 
0% 
0% 



Table 2 One-Way ANOVA  
Hypotheses Generation Comparison by Country (N = 367) 

 
 

HYPOTHESES 

U.S.A 
(N=116) 

F / p 

CROATIA 
(N=50) 

F / p 

FRANCE 
(N=116) 

F / p 

INDIA 
(N=40) 

F / p 

1. Use of non-family members within top mgt (% 

non-family) 

.56/.574 .20/.818 1.93/.149 .82/.450 

2. Women family members working in firm (% of 

women) 

2.55/.106 1.66/.201 .321/.726 1.88/.167 

3. Use of team-management style (7-1*) 1.82/.276 3.16/.051 .01/.990 .25/.781 

4. Having conflict between family members (7-1) .72/.469 .16/.847 .02/.979 .59/.561 

5. Formulation of specific succession plans (7-

1)** 

1.95/.000 2.82/.070 .98/.377 1.29/.287 

6. Use of outside consultants, advisors, and prof 

services (7-1) 

1.83/.191 .99/.379 .55/.576 .27/.762 

7. Time spent in strategic mgt activity (7-1) .09/.984 2.66/.081 1.97/.145 .14/.870 

8. Use of sophisticated methods of financial mgt 

(7-1) 

2.32/.133 .43/.653 .91/.405 1.87/.169 

9. Degree of influence by original business 

objective and methods of the founder (7-1) 

1.66/.171 2.19/.123 .93/.396 .26/.771 

10. Consider going public (7-1) 

 

.993/.371 .33/.718 .17/.842 1.51/.233 

11. Use of equity financing rather than debt 

(proportion) 

28.92/.000 

** 

.173/.917 

** 

3.37/.186 

** 

1.20/.548 

** 

* Likert scales—Mean of   Describes our firm  7 6 5 4 3 2 1  Does not describe our firm 

** Chi-square, not F value. 
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Introduction 
 
 The mass customization strategy in 
management, a process of integrating mass 
production and standardization principles with 
customization, seems to be gaining momentum 
in the United States as well as all over the 
world. Major companies like Dell, Motorola, 
Hewlett-Packard, General Motors, Ford, 
Chrysler, Toyota, Proctor and Gamble, and 
others are experimenting and also successfully 
implementing this process in their production 
and operations facilities. Mass production and 
customization have traditionally been at the two 
opposite extremes of the production continuum. 
However, integrating these together as mass 
customization seems to be the practice of the 
present with the strong likelihood that it would 
be a continued trend of the future.   
 Mass Customization refers to a process 
of production of goods and services tailored to 
suit the needs of customers in a mass market.  
Pine (1993) and Gilmour and Pine (1997) 
contended that mass customization was the 
process that displaced mass production as the 
primary method used in production facilities. 
Mass customization has been also considered as 
a flexible production method (Dertouzos, 1989).  
This implies that the traditional method of mass 
production has been replaced with a more 
flexible system of production that adapts 
specifically to the needs of the customers.  This 
paper explores the concept of mass 
customization, explains why it is not an 
oxymoron but a reality and here to stay, looks at 
the advantages and disadvantages of mass 
customization, discusses how it may be 
effectively implemented as a strategy in 

management, and analyzes its applications to 
small business. 
 
Mass Customization: How it Came About  
 The traditional methods of production 
used by manufacturing companies focused on 
mass production which used standardization 
principles. The traditional mass production 
company is bureaucratic, hierarchical, and 
highly standardized.  Workers operate under 
close supervision and perform highly routine, 
standardized, and repetitive tasks.  This type of a 
traditional production process leads to the 
manufacture of low-cost, standard goods and 
services.  The time period most typical of mass 
production was from the early 1900s when 
Henry Ford introduced the modern assembly 
line in production of automobiles through the 
1970s when mass production was the most 
dominant production method for all companies.  

Mass production processes led to the 
continuous improvement methods of production.  
The continuous improvement company is more 
participative, empowered, cross-functional 
team-based and focusing on total quality 
management (TQM) principles.  Workers are 
given more participative and decision-making 
responsibilities and managers perform the 
facilitative and coaching function of motivating 
their employees toward continuous 
improvement efforts in the production facility.  
This type of a production system results in the 
manufacture of low-cost, high quality, standard 
goods and services.  
 The time period most typical of 
continuous improvement was in the 1980s when 
companies like Motorola began implementing 
TQM and other continuous improvement 
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programs in their production operations 
management.  
 The 1970’s and early 1980’s also saw 
much attention paid to behavioral applications to 
production processes.   Two new approaches 
emerged: job enrichment and sociotechnical 
systems.  The job enrichment approach led some 
manufacturers to create individualized work 
stations where employees did many related tasks 
with significantly higher quality than achieved 
by traditional mass production techniques.  
Sociotechnical systems study led to the 
formation of autonomous work teams with 
broad responsibilities.  These behaviorally-
based techniques were embraced by companies 
such as Proctor & Gamble, Westinghouse, GE, 
and Xerox.  These techniques evolved into both 
Quality Circle methods and TQM (Total Quality 
Management) processes.  The object of these 
methods was continuous improvement of the 
production process.   
 The continuous improvement production 
methods led to the unique concept of mass 
customization, a process in which all aspects 
within the organization from people, processes, 
organizational structures, and technology are 
geared to provide customers specifically what 
they need and want.  An efficient, well-
integrated organizational system of production 
facilitates this process of mass customization.  
The result is low cost, high quality, customized 
goods and services produced on a large scale to 
a mass market. The time period most typical of 
mass customization was in the mid 1990s 
through the present time when companies like 
Dell began effectively implementing mass 
customization in their production operations 
facilities. 
 
Mass Customization Is Here to Stay 
 Although mass customization appears to 
be an oxymoron made up of two contradictory 
terms – mass production and customization -- it 
is very much a reality today as several 
companies in the United States and the world 
are using this concept in their daily production 

and operations management.  Dell Computers, 
Motorola, IBM, 3Com, Sun Microsystems, 
Proctor and Gamble, Toyota, General Motors, 
Ford, Chrysler, Hewlett-Packard, and others all 
have effectively used mass customization in 
their production.  Over the years, manufacturers 
have used mass production methods, which 
evolved into continuous improvement methods, 
and then these changed into mass customization 
methods.  Making a product specific to the 
needs of the customer is the essence of 
successful business practices.  Doing so on a 
mass production scale led to the mass 
customization concept.  In fact, the widespread 
use of this unique concept of mass 
customization in the production methods is 
considered a major factor for the phenomenal 
success of companies that have implemented 
mass customization. Using mass customization 
in their operations appears to give the 
companies a strong competitive edge over their 
rivals who may not yet be adopting this strategy.    
 Also, some of the major factors that have 
contributed to the strong growth and popularity 
of mass customization include the emergence of 
the internet and the phenomenal success of high-
tech companies, especially Dell Computers.  
The growth of the internet has given the 
manufacturers a platform for taking orders 
online from a mass market audience for 
customized products such as cosmetics, shoes, 
bicycles, clothes, vitamins, computers and 
computer related accessories, at very minimal 
costs.  The internet allows companies to provide 
high customization at low cost and has displaced 
to a large extent the traditional and more 
expensive method of highly skilled and trained 
salespeople interacting with customers.  It also 
allows smaller businesses with flexible 
manufacturing systems to compete more 
effectively with much larger companies by 
giving the appearance of “equity” of size and 
capability.    
 One of the best examples of effective 
mass customization in action is the production 
facility at Dell Computers.  When a customer 
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wants to buy a computer system, he/she can use 
a computer and the internet to go online and 
place the order for a computer system.  The 
personal computer system is defined in terms 
specifications such as memory size, processor 
speed, hard disk size, software, and peripherals. 
Dell provides a variety of these specifications 
for the customer to choose from. The customer 
selects from the various options for the different 
aspects of the computer system according to 
his/her choice.  Then, Dell produces a computer 
system as per the customer’s needs and delivers 
it to the customer within 3 to 5 days in most 
cases.  Dell can manufacture a built-to-order 
system of high quality and low cost and does 
this on a mass production scale to customers all 
over the world. According to Dignan (2002), 
Dell has developed a reputation as a lean and 
mean PC manufacturer with high efficiency in 
its production processes.  By producing a mass 
customized product at low cost (expense ratio of 
9.9 percent well below its competitors 
Compaq’s 19 percent and Gateway’s 27 
percent), Dell continues to gain market share 
and profits (Dignan, 2002).  The familiar story 
of the tremendous success of high tech 
companies especially Dell have caused many 
other companies to seriously consider mass 
customization strategies in their production 
systems so that they too may be effective and 
successful.   
 Mass customization is a reality because 
it is an attractive strategy for both manufacturers 
and customers.  Producers are able to reduce 
their inventories and manufacturing overhead 
costs, eliminate waste in their supply chains, and 
obtain more accurate information about demand.  
Customers, on the other hand, get reasonably 
priced, tailor-made products according to their 
personal preferences of style, features, colors, 
and functions.    
 
Benefits of Mass Customization 
 Ahlstrom and Westbrook (1999) 
surveyed several companies that used mass 
customization and found many positive benefits 

that companies reported they experienced.  
These included (in the order of importance) 
increased customer satisfaction, increased 
market share, increased customer knowledge, 
reduced order response time, reduced 
manufacturing cost, and increased profit. It 
appears that the benefits companies experienced 
with mass customization were related more to 
the customers and market impact than profit and 
cost factors. 
 Also, Dell Computers which is the world 
leader in the PC market seems to be benefiting 
tremendously as a result of implementing mass 
customization.  Dignan (2002) discussed some 
of the key measures of success for Dell 
especially in terms of efficiency. Current 
inventory levels at Dell are four days; 
approximately 90 percent of Dell’s components 
are purchased online; each factory receives new 
components every two hours; component 
inventory is measured in hours rather than the 
traditional days; number of touches or worker 
steps in the production process has been cut 
50 percent; Dell’s expense ratio is the lowest in 
the industry at around 9 percent; and its highly 
integrated distribution and supplier networks 
give Dell a big competitive edge over its 
competition.  After the September 11, 2001 
World Trade Center crisis, air travel and border 
restrictions affected distribution networks for all 
American companies.  However, Dell 
Computers was able to quickly identify where 
production would be affected and increased its 
production at its European and Asian plants.  
Dell also prioritized customer orders according 
to importance and was able to deliver quickly 
and meet the needs of many companies that had 
lost thousands of computers in the attack.  In 
contrast another major computer manufacturer 
had difficulty shipping out $300 million worth 
of orders due to supply network problems. 
 
Disadvantages of Mass Customization 
 Some disadvantages also were reported 
by companies that used mass customization 
Ahlstrom and Westbrook (1999). These include 
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in order of importance increased material cost, 
increased manufacturing cost, lower on-time 
deliveries, supplier delivery performance, 
increased order response time, reduction in 
product quality.  Apparently most of these 
disadvantages were cost related.  This is mainly 
due to the premium cost that the production 
system incurs for including the flexibility of 
customization, and sacrificing some degree of 
cost efficiency that usually is associated with 
standardization.  Further, the production process 
at most companies may not have fully evolved 
into a mass-customizing one, but continues to 
produce batches of standardized products. 
 Also, production costs have skyrocketed 
at some industrial companies such as Toyota 
Motor Company (Pine, Victor, and Boynton, 
1993).  Experts at Toyota contend that in 
addition to Japan’s recession and the declining 
economy, some difficulties they experienced 
with mass customization implementation 
practices were  also contributing factors for 
Toyota’s lower profits and declining 
competitive strength.  Toyota executives 
discovered the hard way that mass 
customization is clearly different from 
continuous improvement and was an unfamiliar 
way of doing business for them.  They found out 
that both continuous improvement and mass 
customization need very different organizational 
structures, values, management roles and 
systems, learning and training techniques, and 
customer relations. Therefore, implementing 
mass customization effectively was proving for 
them more costly and more difficult than what 
they expected resulting in a weaker competitive 
position and declining profits. 
 
Organizational Strategies for Effective Mass 
Customization 
 Although mass customization appears to 
have some disadvantages, the benefits that a 
company enjoys from its use seem to far 
outweigh the negatives.  To implement mass 
customization effectively companies need to 
consider some specific organizational strategies  

 Modifying organizational structure.  
Firms need to modify and sometimes transform, 
if necessary, their organizational structure to 
facilitate mass customization. Companies that 
are adaptable to the changing environment and 
tailored to specifically meet the customer 
demands/expectations are more likely to be 
effective (Selladurai, 2002).  Dell, for example, 
has eliminated any intermediaries in its 
production chain and interacts directly with its 
customers especially via the internet.  This 
eliminates the need to use the expensive 
salespeople and/or wholesalers, retailers, and 
middlemen thus making the whole operation 
more cost-effective. Also, improved 
relationships between production and marketing 
need to be developed; internal and external 
flexibility should be enhanced; and the 
integration of the entire information technology 
and support system must be strengthened. 
 The smaller, entrepreneurial company 
that is owner-managed already possesses this 
necessary flexibility of structure and strategy, 
and can adapt more readily to changes in 
customer preference and supplier characteristics 
or changes.  This feature of small owner-
managed organizations is well-documented 
throughout the strategy literature (Fry & Stoner, 
1995; Mintzberg,  1996). 
 Type and nature of product.  The nature 
of the product also impacts the degree of mass 
customization.  Some products and markets may 
not be appropriate for such mass customization 
changes.  Customers of commodity products 
like oil, gas, wheat, corn, for example may not 
expect product differentiation.  Also, some other 
products and markets especially in public 
utilities and government sectors have to be 
standardized and customization is not an option 
– in fact rules and regulations may prohibit any 
form of variations from a standardized product.  
Electricity and water supplies, for example, 
cannot be offered on a customized basis to 
customers for obvious reasons in that the high 
risks to human life and safety may be avoided. 
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 Effective and rapid integration.  Quick 
integration and instantaneous production and 
delivery to customer are essential for effective 
mass customization (Pine, Victor, and Boynton, 
1993).  Companies like Dell, Hewlett-Packard, 
Land’s End, and AT&T and many others use 
specific software and the internet to quickly 
record customer needs and specifications; then 
they use their production and operations 
“factory” to change these into customized 
product designs and processes; and integrate all 
these to produce the final product and service, 
which are then delivered to the customers as 
soon as possible and often within few days of 
receiving the order. The whole process of mass 
customization from initial order receiving to 
final product delivery should be smoothly 
coordinated and integrated with very little 
friction to be effectively implemented. 
 Minimizing operations cost.  Minimal 
cost of operations is another essential factor for 
mass customization implementation.  Beyond 
initial investment to create the mass customized 
operations factory, the whole production system 
must add as little as possible to the cost of 
production of the product or service.  Dell, for 
example, has a very low expense operating ratio 
of about nine percent which makes it extremely 
cost effective for the company and also 
contributes to its profitability.  Finding other 
ways to lower the cost of production and 
operations of the firm will make it easier to 
implement mass customization. 
 Automating the technology.  Mass 
customizers need to automate as many tasks as 
possible to make use of the benefits of 
automation and standardization.  Also, the links 
between modules must be automated and the 
activities of integrating people and tools to 
perform them must be integrated instantly.  
Communication networks, shared databases that 
provide simultaneous customer information, 
computer-integrated manufacturing, workflow 
software, and other group technology related 
resources must all be integrated to ensure that 
the company uses the right resources to serve 

and satisfy its customers’ unique and specific 
needs/wants.  
 Strong customer relations.  Mass 
customization needs continuous, close 
interactions between the firm and its customers.  
By being in constant touch with its customers, 
the firm can find out what its customers 
specifically need and produce products and 
services to meet these needs and deliver them 
quickly and efficiently. This is an important key 
factor for the mass customization success.  
Without strong customer relations, a firm cannot 
effectively meet customers’ demands and 
implement the mass customization strategy.  All 
of the firm’s activities should be coordinated to 
focus on and achieve close interactions with the 
customers. 
 
Mass Customization and Service Industries 
 Although by far the most attention to 
mass customization has occurred in the 
manufacturing arena, applications of its 
principles have merit for service industries as 
well.  With the attention in recent times to CRM 
(customer relationship management), many 
service organizations such as Ritz-Carlton 
Hotels and Well Fargo Bank are finding that 
customized output is just as relevant to their 
industries (Schonfeld, 1998).  In fact, it may be 
easier for many service organizations to 
implement such principles due to their smaller, 
more flexible nature, and their lower reliance on 
technologies with relative inflexibility.  Many 
knowledge-based service organizations, both 
large and small, can adapt very effectively to 
through superior usage of advanced information 
technology to customize services delivered to 
the customer.  
 
Mass Customization -- Applications to Small 
Business 
 In today’s world of business where the 
“customer is king” and business products and 
services are more likely to be customized to fit 
the needs of the customers, it is highly critical 
that even small businesses learn to adapt and 
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include customization in their offerings.  Small 
businesses, especially in the service industry, are 
already adopting variations of the mass 
customization concept.  For example, in the 
pizza industry, one sees mass customization in 
action.  Customers get the basic standardized 
pizza product from their favorite pizza chain but 
may choose from a variety of toppings 
according to their preferences and likes.  
Another example of customization in practice 
today is the high popularity of the buffet concept 
in the restaurant business.  Whether it is 
American, Italian, Chinese, Japanese, oriental, 
or any other type of cuisine, customers seem to 
prefer and almost demand a variety of food 
menu options to choose from, resulting in the 
buffet concept becoming increasingly popular in 
many restaurants across the nation.  
 Also, in today’s highly competitive 
business environment, customization is almost a 
mandatory option/feature that companies have 
to offer to keep their customers happy and 
coming back for more.  Due to the highly 
competitive marketplace, small businesses may 
need to develop a niche strategy such as 
customization, which may become even more 
important in small businesses than larger ones.  
Also, in many cases, the smaller businesses can 
more easily adapt and make changes to 
effectively implement the customization 
concept.  As White (1999) pointed out, small 
and medium sized businesses including software 
developers and solutions providers using the PC 
and internet technology can offer affordable and 
customized solutions for their clients. 
 The strategy of customization seems to 
offer small businesses a niche and a competitive 
edge in the marketplace.  Even some larger 
companies like Lee Jeans are repositioning 
themselves as small business units so as to 
effectively benefit from the implementation of 
customization in their companies (Ebenkamp 
and Stanley, 1999).  In today’s markets, small 
companies are better suited and more quickly 
able to implement customization to meet their 
many fickle-minded customers who possess 

increasing control and are looking for endless 
options. 
 

Conclusion 
 
 Mass Customization is increasingly 
gaining momentum as a strategy in 
management.  Combining the two opposite 
terms of mass production and customization 
used to appear virtually impossible; however, 
today it is a reality.  Several major firms 
including Dell, Motorola, General Motors, 
Toyota, Hewlett Packard and others are actively 
using mass customization in their production.  
This paper discussed the importance of mass 
customization and why it is not an oxymoron 
but a reality today. The overall organizational 
strategies that would enable effective mass 
customization have been presented.  Due to its 
widespread use among many major companies 
and the strong contribution it makes toward a 
firm’s overall performance and success, mass 
customization is here to stay.  The applications 
of mass customization to small business have 
been examined.  This unique strategy and 
production trend would certainly continue to 
dominate management and especially 
production and operations management in the 
future.   
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Consultants’ Intrinsic Reward: A Qualitative Study 
 

William C. Minnis, Eastern Illinois University 
 
 

Introduction 
 

The focus of this research paper is an 
examination of the consulting process from the 
perspective of what the consultant receives 
beyond monetary reward from the provision of 
services. Many researchers have concentrated 
their observations on the receivers of service as 
the ultimate beneficiary of the process.  This 
study focuses on the provider of consulting 
services.  The research discovered some 
interesting and revealing characteristics about 
the consultant’s motivation and intrinsic 
rewards.  Maybe the characteristics apply to 
other types of service providers as a group and 
maybe not, but it leads to some future research 
opportunities of how service providers perceive 
their level of satisfaction.  

Through informal discussions with 
consultants it was observed that they, as a group, 
often communicate similar explanations of their 
consulting relationships with clients. A number 
of very interesting characteristics began to 
emerge as the interviews with consultants were 
collected.  Those interviewed were characterized 
as; working for the most part autonomously; 
their backgrounds from an education perspective 
were greatly varied; they displayed a high 
degree of confidence and comfort with their 
clients; they were generally suspicious of other 
consultants and they had an almost addiction to 
helping others. Many of these characteristics are 
validated by other studies that tend to rank what 
motivates a consultant (Hunt, 1994). The 
informal observations promoted the next step of 
a more formal research project. 
 
Methodology and Data Collection 
 The sample for the formal process was 
limited to a small number of consultants and 
they, for the most part, represented a rather 

narrow type of entrepreneurial/small business 
consulting.  In spite of the limitations from a 
"statistical" perspective, the results of the 
interviews provided an interesting complement 
to the observation and secondary findings. 

Following qualitative research 
procedures, the specific methodology allowed 
for the inductive research process to develop.  
The research focus was on the question: "What 
do the consultants perceive as happening during 
the process of a consulting episode?  How is the 
content (message) presented by the consultant? 
What does the consultant perceive about the 
episode?” 
 The methodology proceeded as proposed 
and included a non-participation observation, 
taped interviews, literature review and client 
document analysis.  The observation took place 
in the consultant’s office.  Brief notes were 
taken during the observation.  The major part of 
the observation write up was completed post-
observation.   
 Ethnographic interviews were completed 
both face-to-face and over the telephone.  Four 
interviews were recorded and transcribed.  Each 
interview lasted between 20 and 35 minutes.  
The questions were mixed in nature utilizing 
both structured and unstructured formats. 
Consultants were selected based on their mixed 
attributes (i.e. gender, age, education, 
experience, geographic proximity, not for profit 
vs. for profit status, etc.) from a substantial list. 
 The literature review was conducted and 
assisted in the generation of questions and 
triangulation of results.  The literature itself was 
used as a source for content analysis and 
guidance. Client comments were collected from 
an open ended question included on a statewide 
survey mailed to clients.  The client is not the 
focus of the research but the comments received 



were useful in establishing insight into the 
consultants’ role. 

 
General Consulting Session Observations 
 Business consultants as a profession, 
assist businesses with issues including: training, 
education, problem solving, assessment, 
planning, research and many other business 
assistance related activities.  The 
entrepreneurial/small business consultants may 
see from 50 to several hundred clients each year. 
 The observation of the consulting 
process was the initial entrance into the research 
environment.  Although there were general 
aspects of the event that were gathered at the 
time, a post-observational analysis proved to be 
revealing.  Reviewing only the consultants' 
actions established a frame work for the 
structured consultant interviews and eventual 
taxonomic analysis. 
 The observation also provided an 
opportunity to see the first sign of a standardized 
process for consulting. 

 
Client approaches consultant for services 

↓ 
Greeting/comfort 

↓ 
Open conversation/listening 

↓ 
Problem identification 

↓ 
Alternatives and/or action presented 

↓ 
Exit 

 
 The consultant revealed the client was a 
"good" client because of the nature of his 
problem.  The consultant explained that, 

particular types of problems are more 
challenging and provide opportunities to use 
different sets of skills.  This was interesting 
because the consultant's secretary commented 
that the "(consultant)” had almost no time to get 
things done," when the researcher made the 
appointment, still the challenge was appreciated 
by the consultant. 
 
Ethnographic Interviews 
 Four consultants were interviewed as a 
part of this research project.  Selection was 
based on gender, age, experience, profit status 
and education.  An effort to secure a cross 
section was attempted. One may notice the 
similarity to the general ethnographic interview 
process (Spradley, 1979). 
 The interviews were loosely structured 
in order to allow the consultants the opportunity 
to express themselves while maintaining some 
consistency of direction.  Structured questions 
established: 
 1) The domain of consulting. 
 2) Importance of privacy/confidentiality. 
 3) Personal side of client relationships. 
 4) If there is a standard process used by 
consultants. 
 5) If there are relationships with other 
consultants. 
 6) A series of comparisons between the 
role of the consultant and that of a; priest, 
psychologist, physician and an astrologer. 
 7) If they were ever worried about 
making a mistake when consulting. 
 8) The level of intrinsic and/or extrinsic 
motivation or satisfaction they receive through 
consulting. 
 

 



Interview Sample 
Table (1) 

 
                        For profit (FP)/         
Gender   Experience    Not for Profit(NFP)    Age     Education 
   
  M       7 - 10 yrs            NFP            40     MS(Communication) 
 
  F       10 + yrs              NFP             42     3 yrs. college 
 
  M       10 + yrs              FP             47     PhD.(Literature) 
 
  F       7 months            NFP            22     BS (Marketing) 
 
 The non-structured questions were filled-
in between the structural questioning and 
permitted the consultants to discuss many 
aspects of their profession that they find most 
important.  The data pointed out some very 
interesting characteristics about the consulting 
relationship.  The domain of consulting is more 
greatly influenced by the formal approach and 
greeting between the client and the consultant 
than it is by a given location or place. The place 
is also dictated by the perceived ability to get 
the client to speak freely while maintaining 
strict confidentiality and privacy.  
 The client relationship seems to follow 
very close standard consulting or advising 
practice found in the literature (Barcus III and 
Wilkinson, 1986) or as mentioned earlier in the 
paper, the ethnographic interview (Fetterman, 
1989).  In each case the consultants provided a 
very similar approach to how they handle the 
client consultant process.  The data 
demonstrated the consultants’ response to their 
approach. 
 In each case the client explanation is 
followed by some verification that the client is 
in fact truly interested in doing something for 
themselves as well as needing the consultant's 
help. 
 Another interesting issue was the 
intrinsic and extrinsic motivational aspects of 
the consultants as can be seen by earlier quotes 
that consultants as a whole felt that consulting 

required a very strong commitment to the client.  
When asked about their feelings of the extrinsic 
and intrinsic motivation, the responses were 
quite interesting and revealing.  When asked 
whether they are extrinsic or intrinsically 
motivated, the answers were as follows: 
 
"It is not extrinsically, because I do not 

get paid enough, so it must be 
intrinsic."  

 
"A typical consultant is probably more in 

it for the money than I am 
because of my role, I do not 
charge individual clients.... [If 
you were doing it for money 
would you be doing it differently 
than you are currently doing it?] 
Probably, in that I think I would 
spend more time with clients and 
I may do more.  I mean time is 
money when you are charging by 
the hour or by the project." 

 
"There have been other business 

consultants and a good majority 
of them that look at it much the 
same as customers at a dining 
table in a restaurant.  I don't feel 
that consultants feel that the 
client is important as I think they 
are." 



 The interview process lead the 
researcher to ask a number of questions which 
required the respondent/consultant to compare 
their role as a consultant to other occupations 
including; a priest, a physician, a psychologist 
and an astrologer. 
 Consultants had fairly similar opinions. 
This comparison was done in order to draw from 
the consultants deeper opinions as to their role 
as an advisor/helper.  Many of the comments 
made were related to the degree of personal 
knowledge, trust and intrusiveness that the 
various advisors/consultants would feel 
appropriate with the client.   
 In summary, the interviews of consultants 
were the most fruitful data source from the 
standpoint of the data collection.  One more 
finding from the interviews that was collected 
can be found in the following table.  Each 
consultant was asked to do a grand tour of the 
process they go through with a client.  In each 
case, a count was made of the number of times I, 
my and me were used compared to second 
person terminology referring to the client (you, 
they, them) as well as the number of times we, a 
collective term was used.   
 

Consultant Person Referral 
Table  (2) 

 
First Person Referral   78 
Second Person Referral   69 
Collective Referral   16 

 
 This finding indicates a tremendous 
amount of relational conversation between the 
client and the consultant.  The frequency of 
personal referral to both the client and the 
consultant may infer that there is a high degree 
of personal commitment and connection. 
 The literature provided assistance in 
describing and classifying the three basic roles 
or models of consultation and helping; the 
expert, the doctor and the process consultant 
(Schein, 1990).  The article identifies that these 
models make quite different assumptions about 

the client-consultant relationship and have 
different implications for the client.  It is 
suggested that future organizations will require 
consultants to function more as process 
consultants that in any other form.  This finding 
is quite interesting when compared to the 
findings of the interviews.  The consultant's 
interview statements were more based on the 
process and relationship with the client as 
opposed to the task, expertise or result.  In each 
case the skills required throughout the inventory 
emphasize process and personal relationship 
aspects to a greater degree than task oriented 
skills.   
  
Open-ended Client Comments-Survey 
 The client statements were added to 
reinforce the type of intrinsic feedback received 
by consultants.  The material was acquired from 
the Small Business Development Center system 
and represents a small random sample of client 
comments.  The comments include the 
following action words; training, suggest, 
advice, service, help, information, patent, 
understanding, really cared, enjoy, interest 
shown. 
 

Discussion 
 
 The findings indicate there exists a 
standard approach to consulting which is similar 
to other types of advice giving (i.e. medical, 
priest, psychologist, accountant, etc.).  This 
process in the service industry includes; entry, 
greeting, comfort, problem identification, 
diagnosis, recommendation exit.  The specific 
data collected in this research from the 
ethnographic interviews and resulting from the 
taxonomic component analysis strongly 
indicates that consultants feel very strongly 
about operating autonomously, feeling that 
making a difference in influencing a situation is 
important, that the trustworthiness and 
credibility of their relationship is imperative and 
that to be a good consultant one must make 
intrinsic satisfaction an important driving force 



in the process.  When looking at the levels of 
ethnographic writing according to Spradley 
(1979) "the concern with the general is 
incidental to an understanding of the particular."  
According to Spradley six different levels can 
be identified in ethnographic writing.  I believe 
in this particular research, statements at each 
level can be formulated and would assist in the 
reader understanding the potential significance 
of the research. 
 The consultant model established by 
literature, observation and interview can be 
combined with the intrinsic aspects of the 
process to produce the following proposed 
model. 
 A general model combining many of the 
aspects of the consulting process must have 
environmental and situational conditions in 

order for the intrinsic payoff to be maximized.  
The process needs to be controlled by the 
consultant, the client approaches the consultant, 
the client must be willing to open-up with the 
consultant, the consultant must have an 
autonomous working relationship and the client 
must give some indication of appreciation.  The 
research indicates the consultant attempts to 
control the environment from the greeting point 
forward.  Mentions of “good clients” and “some 
clients are jokes” indicate not all relationships 
work out well. 
 Continued examination of this research and 
future research may find a significant 
relationship between the quality of consulting 
and the level of intrinsic motivation experienced 
by the consultant. 

 
Consultant Model with Motivational Response 

Table 3 
 

Client   ──────  Comfort ──  Open  ──────  Problem  ─────── Solutions 
Approaches                         Discussion   Identification              Alterations 
              With client                         
     
 
                                                               
Consultant       Mutual             Mutual   Consultant          Consultant 
Intrinsic                  Intrinsic          Intrinsic            Intrinsic    Intrinsic 
Response                   Response       Response            Response   Response 
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Altruistic By Association; Altruistic For Advantage?  
Buying Groups and Small Firm Community Involvement 
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Abstract 
 

 Does buying group membership effect small firm 
community involvement, and if it does, is there any 
further effect, particularly as it concerns small firm 
performance?   In this paper we address this intersection 
of issues.  After advancing a set of hypotheses linking 
both categorical and continuous dimensions of buying 
group activity to community involvement, we also explore 
and test a hypothesis of enlightened self-interest 
concerning the relationship between community 
involvement and firm performance.  We then describe our 
study of over 300 small retail hardware stores. Our 
findings show buying group membership being positively 
related to both scale and scope of community 
involvement.  We also report a complex set of findings 
concerning the interaction of community involvement and 
buying group membership with small firm performance.  
We conclude by reflecting on what these findings suggest 
for future work in small firm philanthropy. 
 Does belonging to an interorganizational 
alliance, such as a buying group, have an effect on small 
firm philanthropic behavior, and does this effect have any 
significant implications for small firm performance?  
While researchers in corporate philanthropy, small 
business management, and collective strategy have made 
important advances in their respective areas, the issue of 
intersection between these subjects remains unexplored.  
In this article we seek to address this lacuna.  From a 
theoretical standpoint, our intention is to advance 
understanding into the distinctive nature of the small firm 
and its unique role in society; from a managerial 
perspective, our objective is to assist small firm managers 
in understanding how choices made in one area, such as 
interorganizational strategy, may potentially have effects 
in other areas, such as philanthropic behavior. We begin 
by highlighting extant research on corporate philanthropy.  
After noting the omission of an important small firm 
characteristic, namely that of interorganizational 
affiliation, we discuss one form of collective affiliation 
known as the trade-name franchise, or buying group 
(Hardy & Magrath, 1987: Zimmerer & Scarborough, 
1994: Litz & Stewart, 2000 Note: please contact the first 
author for a complete set of references).  We then review 
the basic raison d’etre for buying groups and focus on 
why a “spillover effect” between franchisor and 
franchisee in the area of philanthropic activity might 
occur.  Next we advance a set of hypotheses linking 

buying group membership to small firm philanthropic 
behavior.  In order to better understand the nature of 
effective small firm strategy alongside the longstanding 
proposition of enlightened self-interest, we also explore 
the performance-related implications of community 
involvement.  Next, we describe the methodology used to 
test our hypotheses.  This is followed by a presentation of 
findings and a discussion of their implications, both as it 
concerns small firm philanthropic behavior and the larger 
issue of effective small firm management. 

 
Theoretical Context 

 
 Researchers in corporate philanthropy have made 
many important and multi-faceted advances in recent 
years; this is the core message of Burlingame and 
Young’s (1996) edited volume, Corporate Philanthropy at 
the Crossroads.  Their tome effectively documents many 
of these achievements and includes reviews on the 
relationship between the corporate and nonprofit sectors 
(Yankey, 1996), corporate community involvement 
strategies (Korngold & Voudouris, 1996), and the 
relationship between philanthropic activity and both firm 
size (Burlingame & Frishkoff, 1996) and business 
performance (Lewin & Sabater, 1996). On a more 
political note, Buhl (1996) and Himmelstein (1996) also 
explore the ethical and power-related motivations for 
corporate philanthropy, while Young and Burlingame 
(1996) conclude the volume with their conceptualization 
of a possible new paradigm for corporate philanthropy 
research.  However, while substantial progress has been 
made, a myriad of topics remain unexplored.  One such 
area concerns small firm philanthropy.  While there has 
been an appreciable effort to understand the distinctive 
issues related with the ethical dimensions of the small 
firm (Fischer & Groeneveld, 1976: Fry, 1977: Brown & 
Kin, 1982: Chrisman & Archer, 1984: Longenecker, 
McKinney & Moore, 1989: Thompson & Smith, 1991), 
work in the specific area of small firm philanthropy has 
been limited to a few noteworthy exceptions (Thompson, 
Smith & Hood, 1993: Besser, 1999).  In their survey of 
small firms in the manufacturing, retailing and service 
sectors, Thompson et al.  reported that “the average 
retailer is more likely than either the small manufacturer 
or service firm to participate in a program of charitable 
contributions” (1993: 40).  These same authors also 
observe that “the relatively limited average number of 
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hours donated by small business suggest that employee 
time may not constitute a viable charitable contribution 
strategy” (1993: 41). Finally, these authors also note that 
only about nine percent of small firms have official 
written policies concerning charitable contributions, and, 
as a result most small firm charitable giving is more often 
reactive than planned.  More recently, Besser (1999) 
studied patterns of community involvement and 
perception of success among small business managers in 
small towns in Iowa.  Her work focused on three key 
variables: commitment to community, business support 
for the local community, and personal leadership in the 
community. Of the three, she found a positive relationship 
between both community commitment and business 
support with small firm success.  One question that 
remains unanswered, however, concerns the relationship 
between small firm participation in a collective strategic 
alliance, such as a buying group, and small firm 
philanthropic behavior.  However, this intersection 
matters, particularly for the tens of thousands of small 
firms participating in an interorganizational affiliation, 
such as a buying group, and also seeking to make a 
meaningful social contribution to their respective 
community.  Before explaining why group affiliation 
might matter to small firm social conduct, we first review 
the nature of, and theoretical rationale for, the buying 
group. 

 
Buying groups as collective strategy 
 It has long been recognized that small firms are 
inherently resource impoverished (Welsh & White, 1981).  
One longstanding compensating strategy available to 
small firms is to band together and thereby realize some 
scale-related advantages that would otherwise be 
inaccessible.  One such “banding” strategy is the buying 
group (Hardy & Magrath, 1987), a form of 
interorganizational strategy that is of particular relevance 
for the small firm.  The formula for the typical buying 
group is comparatively straight forward: individual firms 
pay an enlistment fee and then leverage the associated 
benefits of membership, such as access to quantity 
purchasing discounts and brand name recognition in 
marketing programs, to their advantage.  While they 
function in a variety of industry contexts, they are a 
particularly common phenomenon in the retail hardware 
industry (Hardy & Magrath, 1987: Litz & Stewart, 2000), 
as exemplified by the likes of Ace Hardware and True 
Value Hardware, respectively.  Buying groups are also 
particularly popular with their members because they 
permit a gradated form of involvement, that is, individual 
members are not locked in to purchasing a predetermined 
amount of inventory, or implementing a complete 
marketing program, such as often occurs in business 
format franchising. 

 

Linking buying groups and small firm 
philanthropy 
 While buying groups provide all types of 
important strategic and operational benefits for their 
members, we contend that their influence also extends to 
the realm of community involvement.  Why might this be 
so?  For three reasons: first, because buying groups, as 
autonomous institutions in their own right, seek to 
establish their own macro-level legitimacy (Mitchell, 
1989: Suchman, 1995); second, because individual 
member stores similarly seek to establish their own micro-
level legitimacy; and third, because of a observed 
tendency for interorganizational imitation, that is, “when 
one or more organizations’ execution of a practice 
increases the likelihood of that practice being used by 
others” (Haunschild & Miner, 1997: 473), happening 
when highly salient outcomes, such as firm survival, are 
involved.  For example, consider behaviors enacted by 
two of the largest buying groups in the retail hardware 
industry.  While industry leader True Value reports 
donating $40,000 (or $1,000 per lap from the True Value-
sponsored International Race of Champions) to the Make-
A-Wish Foundation (see 
truserv.com/media/library_displayer.asp), rival buying 
group Ace Hardware has been involved with the 
Children’s Miracle Network for over nine years, raising 
over $17 million in the process.  While such headquarter-
level behavior confirms an important finding in 
philanthropy research, namely that an increase in 
organizational size is positively related with more formal 
philanthropic activity (Useem & Kutner, 1986: Useem, 
1987: Logsdon, Reiner, & Burke, 1990), these actions 
also suggest an interesting possibility – namely that the 
group-level activities serve as an implicit guide for the 
philanthropic conduct of its individual members.  Implicit 
support for this assertion comes from Brown and King 
(1982), who found that small businesses identified the 
norms of their peers as having a greater influence on their 
social and ethical behavior than other influences, 
including moral or religious principles, potential rewards, 
upholding the law, and the possibility of punishment.  
Therefore, to the extent the buying group provides a form 
of peer-related leadership for its members, it follows that 
the social initiatives the larger unit undertakes may also 
serve as a social influence. This line of argument, 
therefore, suggests that: 
H1: Small firm community involvement is positively 
related with buying group membership. 
 
 Building on the distinctive nature of the buying 
group, which permits variation in degree of dependence 
upon the larger group, it follows that member stores with 
stronger connection to the group would demonstrate 
correspondingly higher levels of community activity.  
Therefore: 
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H2: Small firm community involvement is positively 
related with strength of coupling to the buying group. 
 
 Another dimension concerns the duration of 
connection to the collective.  We anticipate that buying 
group influence would be positively related with duration 
of membership, that is, small firms involved in buying 
groups for longer periods of time would report greater 
community involvement than more junior affiliates.  
Hence: 
H3: Small firm community involvement is positively 
related with duration of coupling to the buying group. 
 
 Finally, in the spirit of the previous two 
hypotheses, we also advance a proposition of interaction – 
namely, that small firms that are more tightly coupled 
with buying groups and involved over longer periods of 
time will report the highest levels of community 
involvement. 
H4: Small firm community involvement is highest for 
members with highest levels of dependence upon, and 
longest periods of affiliation with, the buying group. 

 
 One important question that also surrounds this 
discussion concerns the extent to which small firm 
community involvement might actually enhance firm 
performance.  Numerous voices (Keim, 1978: Sethi, 1979: 
Fry, Keim & Meiners, 1982) have argued for the 
possibility of enlightened self-interest, that is, that doing 
right results in accompanying benefit, in this case in 
enhanced firm performance.  Burlingame and Young also 
note this possibility in their discussion of the neo-
classical/corporate productivity mode of philanthropy, 
where philanthropic behavior is part of a broader 
objective of profit maximization.  Compared to the three 
other motives for philanthropic behavior, that include the 
ethical/altruistic model, where the firm’s managers serve 
as societal leaders who redirect surpluses toward the 
betterment of society, the political model, where 
philanthropic actions are seen as strategies for preempting 
government interference, and the stakeholder model, 
where the firm seeks for a viable compromise between 
divergent stakeholder interests, the productivity model 
sees philanthropic activity as a variant of strategic 
activity.  This possibility, of enlightened self-interest, is of 
particular significance, insofar as the resource-strapped 
small firm (Welsh & White, 1981) needs to resourcefully 
avail itself of any and every significant tactic at its 
disposal, philanthropic behavior notwithstanding.  This 
possibility also suggests the performance-related 
hypothesis that: 
H5: Small firm performance is positively related with 
community involvement. 
 

 Finally, for the purposes of this study, if the 
hypothesized connection between buying groups and 
community involvement holds, perhaps a comparable 
interaction might be at work, with buying groups 
positively moderating the relationship between 
community involvement and firm performance.  Hence, 
our study’s final cluster of hypotheses: 
H6: Buying group membership positively moderates the 
relationship between small firm performance and 
community involvement. 
H7: Degree of dependence on the buying group 
membership positively moderates the relationship between 
small firm performance and community involvement. 
H8: Duration of buying group membership positively 
moderates the relationship between small firm 
performance and community involvement. 
 

Methodology 
 
Industry selection and data collection  
 We selected the retail hardware industry (S.I.C. 
5251) for testing our hypotheses.  The industry is 
comparatively well suited for two reasons: first, because 
of the industry’s comparatively high level of 
fragmentation (Porter, 1980), and second, because of 
dominant role played by buying groups in this industry 
(Hardy & Magrath, 1987).  Our data was collected during 
1995 and early 1996 when we contacted 1,169 small 
hardware stores in seven major U.S. metropolitan areas 
that included Atlanta (GA), Chicago (IL), Kansas City 
(MO), Long Island (NY), Miami (FL), Minneapolis-St. 
Paul (MN), and San Diego (CA).  After carrying out a 
short qualifying telephone interview interview with the 
store owner/manager we sent a survey by mail to all stores 
where managers indicated a willingness to participate in 
the study.  The survey was developed following Dillman’s 
Total Design Method (Dillman, 1978) and pretested and 
validated on a comparable sample of buying group-
affiliated stores in Manitoba.  Just under one-third of our 
U.S. sample (340 stores, or 29.1%) had either ceased 
operations or were inaccessible during our initial 
telephone call.  Of those that were available, just over five 
percent (62 stores) were misclassified as hardware stores, 
while another 110 stores (9.4%) refused to participate in 
our study.  Of the remaining 677 that were accessible by 
telephone, correctly classified as retail hardware stores 
and willing to participate in our study, just under one-half 
(307 stores or 26.3% of the total sample) completed and 
returned the survey questionnaire. 
 
Variable operationalization 
 We operationalized community involvement in 
two different ways.  First, we operationalized the overall 
scale of involvement by summing respondent scores in 
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five different areas that included ‘Business’ (e.g., the local 
Chamber of Commerce), ‘Charitable’ (e.g., the local 
United Way), ‘Service’ (e.g., Kiwanis), ‘Youth’ (e.g., 
sports teams), and ‘Religious’ (e.g., donations to church 
auctions).  Respondents were asked to assess their store’s 
involvement on a five-point scale with ‘1’ meaning ‘No 
involvement’ and ‘5’ meaning ‘High involvement’.  In 
recognition of the special role of non-cash gifts in small 
firm philanthropy (Frishkoff & Kostecka, 1991), we did 
not ask respondents to specify the cash value given, but 
simply indicate their perceived comparative level of 
involvement in each of the five areas.  Our measure of 
‘Scale of community involvement’ was created by 
summing the five individual scores (the Cronbach alpha 
of the five items was calculated at .76).  Our second 
operationalization, which focused on ‘Scope of 
community involvement’, was created by re-summing all 
dimensions where a score of two or higher was reported 
(as a score of one indicated non-activity in that particular 
area).  We counted each dimension where the firm 
reported a score of two or higher as ‘1’, for a maximum 
score of five. 
 Buying group membership was operationalized 
using both categorical and continuous measures.  First, 
each store was asked ‘Is your store a member of a buying 
group?”  Of those that answered ‘Yes’, two additional 
questions were asked to assess both the degree of 
dependence on, and duration of membership in, the 
collective.  Dependence was assessed by asking ‘What 
percentage of your store’s merchandise comes from this 
buying group?’; duration was measured by asking ‘How 
many years has your store been a member of this buying 
group?’ 
 We operationalized performance using the 
standard retail measure of sales per square foot (Mason, 
Meyer & Ezell, 1988).  We created our sales per square 
foot measure by dividing the firm sales by square footage 
(using scaled data for both variables) and then utilizing a 
logarithimic transformation to more closely approximate a 
normal distribution. All scales were developed with the 
assistance of the industry expert. 
 

Results 
 
 In this research we seek to address two 
questions: (1) Does small firm community involvement 
vary as a function of buying group involvement? and, 
(2) Does community involvement help enhance small firm 
performance?  Before reviewing our regression results we 
first provide descriptive statistics and summary 
correlations of our sample (please contact first author for a 
complete set of all summary statistics and regression 
models). 
 

Descriptive characteristics 
 Our sample’s mean sales were $889,999 and 
mean age was 37.95 years.  A clear majority of 
respondents (82%) were members of a buying group, 
securing almost three-quarters (74.3%) of their inventory 
through the collective.  In terms of community 
involvement, the highest mean score across the five areas 
was in ‘Youth’ (2.56); the lowest was in ‘Service’ (2.06).  
As Table 1 shows, preliminary t-tests show buying group 
members comparatively more involved in all five areas of 
community activity, and also more diversified in their 
community involvements as well. 

 
Does community involvement vary as a 
function of buying group involvement? 
 In terms of our study’s first question, buying 
group membership was positively related with both scale 
and scope of community involvement (Models 1 and 5, 
respectively), thus supporting our first hypothesis.  
Consistent with our second hypothesis, greater 
dependence on the buying group was also positively 
related with both measures of community involvement 
(Models 2 and 6).  However, the relationship with 
duration of involvement was contrary to our third 
hypothesis (Models 3 and 7). This may suggest an 
interesting variant of Stinchcombe’s (1965) “liability of 
newness” axiom, namely, that the buying group’s 
influence may be greatest when the members are newest 
to the group, and that over time members gradually adjust 
their activity levels to a more appropriate, and firm-
specific, level.  Our fourth hypothesis focused on the 
possibility of an interaction effect between degree and 
duration of buying group involvement and community 
involvement.  As Models 4 and 8 show, positive 
interactions are apparent for both measures of community 
involvement, with a stronger effect evident for scope.  In 
order to better understand the dynamics at work in this 
interaction, we undertook a four-cell tetrad analysis in 
which we stratified respondents by both degree of 
dependence upon, and duration of coupling with, the 
buying group.  Stores that secured less than 75 percent of 
their store’s inventory were categorized as ‘Low’, while 
stores that secured 75 percent or more were categorized as 
‘High’; likewise, stores that had been members for up to 
and including 15 years were categorized as ‘Young’, 
while stores that had been members for over 15 years 
were categorized as ‘Old’.  Analysis of variance revealed 
that community involvement levels were virtually 
identical for ‘Young’ stores, regardless of level of 
dependence on the buying group.  However, stores 
securing higher percentages of their inventory and 
affiliated for longer periods reported significantly higher 
levels of both scale and scope of social involvement 
compared to stores procuring lower levels of inventory 
and also affiliated for longer periods. 
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Does involvement help performance? 
 Our study also seeks to clarify the relationship 
between both the scale and scope of community 
involvement and small firm performance.  Table 4 
presents our findings.  As Model 9 reports, scale of 
involvement is generally unrelated to sales per square 
foot.  In addition, a negative interaction is apparent 
between strength of coupling and scale of community 
involvement with firm performance (Model 11).  This 
suggests that greater social involvement is not related to 
improved firm performance and therefore fails to support 
the hypothesis of enlightened self-interest.  However, a 
somewhat different picture emerges when scope of 
community involvement is considered.  As Model 13 
shows, small firm performance is positively related to 
more diverse social involvement, thus providing some 
support for the enlightened self-interest hypothesis.  
However, the effect is moderated by neither categorical 
nor duration-related measures of buying group 
membership.  However, a negative interaction is evident 
between scope of involvement and degree of dependence 
on the buying group (Model 15).  
 

Discussion 
 
Altruistic by association? Yes 
 In this study we seek to advance understanding 
in the nature of effective small firm management, 
particularly as it concerns the interaction between 
participation in buying groups and philanthropic behavior.  
As the previous analysis demonstrates, the decision to join 
a buying group is not incidental to small firm community 
involvement, with affiliated stores reporting significantly 
higher levels of community involvement, both in terms of 
scale and scope.  We also find support for an increased 
effect for stores more closely coupled with buying groups.  
However, contrary to our duration-related hypothesis we 
find stores associated with buying groups for longer 
periods of time reporting lower levels of community 
involvement.  However, when degree of dependence and 
duration of affiliation are considered simultaneously, we 
find support for the possibility of community involvement 
declining over time as a correlate of degree of dependence 
on the buying group. 
 
Altruistic for advantage? Not exactly… 
 The results reported here also help us better 
understand the nature of effective small firm performance.  
While scale of involvement was not related to 
performance, scope was significantly related; this suggests 
that it may be more important for small firms to hedge 
their social bets, than to place all their philanthropic eggs 
in one basket.  In addition, our findings also suggest the 
occurrence of a complex form of overextension.  More 

specifically, by being both heavily involved with their 
buying group and attempting to maintain a high scale and 
scope of community involvement, many well intending 
small firms may be simply attempting to do too much. 

 
Methodological limitations 
 Our findings must also be tempered by several 
methodological and interpretive caveats, however. A first 
limitation arises from the nature of our sample of small 
hardware stores, and concerns our reliance upon a single 
respondent.  A second caveat arises from our reliance on 
use of perceptual measures of community involvement; in 
a worst case scenario this could mean that respondents 
only perceive themselves as more involved in their 
community and do not actually commit any significant 
time- or dollar-related resources to the community. A 
third concern centers on the additivity of our five areas of 
involvement; while the inter-item reliability assessments 
were acceptably consistent, there may be a potential 
problem in treating one area of involvement as effectively 
equivalent to another.  Finally, we also note a industry-
specific caveat, insofar as the retail hardware industry 
might be uniquely predisposed to foster and favor the 
development of in-depth community relationships. 
 

Conclusion 
 
 Membership in an interorganizational affiliation 
such as a buying group does have its advantages.  These 
include the likes of cost savings through group discounts 
and access to the buying group’s brand equity.  However, 
our study shows membership may also have its 
unintended complications.  One of these is individual 
members pursuing unsustainably high levels of 
community involvement.  While these findings support a 
general contention that small ventures are an important 
contributors to societal health (Morris & Lewis, 1991), 
they also signal a potential cause for concern for both 
buying groups and the members they serve.  For buying 
groups, these findings suggest that headquarters may want 
to more carefully consider what its social involvements 
may be unintentionally modeling for their members; for 
individual member stores our results suggest that 
community involvement does have a place in small firm 
strategy, but that prudence be exercised in determining the 
sustainable limitations of that place. 
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Abstract 
 
 Outsourcing is becoming more common 
in both the US economy and the economies of 
other developed countries. As it increases, more 
small businesses providing outsourcing services 
or using outsourcing services themselves.  This 
article explores the reasons for the increase in 
outsourcing, considers its advantages and 
disadvantages, describes the role of small 
business in outsourcing and its impact on them, 
and concludes with some practical advice to 
both outsourcing companies and vendors.   
 

Introduction 
 
 Embleton and Wright (1998) define 
outsourcing as having outside vendors provide 
services that were previously performed in-
house, the transfer of “routing and repetitive 
tasks” to outsider providers, and paying other 
firms to provide that work.  
The increase in outsourcing has been fueled by 
advances in information technology, 
communication, organizational change, strategic 
planning, and customer demands. The explosion 
in information technology allows vendors to 
work remotely and transmit finished products or 
services back to their clients.  Consequently, 
vendors can be located anywhere from 
proximate to around the world. Advances in 
software capabilities and complexity create 
specialized capabilities that some firms lack but 
can purchase more cheaply than by acquiring it 
themselves (Gale Group, 1999). Similarly, 
advances in communication enable firms that 
are geographically distant to work together on 
complex issues.  Many vendors provide web 

based services that their clients can access from 
anywhere.  
 Strategic planners are focusing on the 
firm’s core competencies to maximize use of 
their assets and people to stay ahead of their 
competitors on price, quality, and service. This 
has lead to a continual self-scrutiny of core 
competencies and those that are possible 
candidates for outsourcing (Hitt, 1998).  
 The attempt to satisfy consumers’ ever-
changing wants and needs leads to continual 
organizational change as organizations add and 
purge products and services and the employees 
that produce them. The pressures to cut costs via 
downsizing in the 80’s and 90’s and the drive to 
remain competitive have not abated but 
increased (Hitt, 1998).   
An example is the major US car manufacturers 
who have been vertically integrated in order to 
decrease costs by manufacturing components 
themselves. But the above-mentioned trends 
have turned what used to be cost-saving 
strategies to cost enhancers.  In 1997 General 
Motors spent an average of $35 per hour per 
employee while other manufacturers paid only 
$15 dollars per hour (Embleton and Wright, 
1998).  
 Because of these forces, outsourcing has 
grown in both dollar volume, the types of 
services outsourced, and the number of 
businesses involved. The remainder of this 
article explores the extent of outsourcing, its 
advantages and disadvantages, the role of small 
business in outsourcing and its impact on them, 
and concludes with some practical advice to 
both outsourcing companies and vendors.   
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The Extent of Outsourcing 
 
 Outsourcing began in earnest in the 
1980’s and is increasing in both frequency and 
dollars. Fifty percent of the firms that did not 
outsource in 1987 were doing so in 1991 
(Embleton and Wright, 1998). The percentage of 
companies doing some outsourcing increased 
from 58 percent in 1992 to 86 percent in 1995 
(Embleton and Wright, 1998).  The Outsourcing 
Institute in New York believes that outsourcing 
has grown 5 times this decade and is up to 
100 billion dollars in 1997 (Overman, 1997).  
US companies now outsource up to 60 percent 
of the costs of making an average product 
(Overman, 1997).  Hitt (1998) found that 
20 percent of the largest US companies 
outsource some facets of information 
technology and spent 38 billion dollars on 
outsourcing in 1995.   
 The number of vendors is continually 
increasing.  A Dun and Bradstreet survey found 
that over 146 thousand firms provide 
outsourcing to over 1.6 million US firms 
(Embleton and Wright, 1998).  
 Information technology has been one of 
the engines of outsourcing but also one of its 
most vulnerable targets. According to Forrester 
Research, 3.3 million U.S. high technology and 
service jobs will have moved overseas by the 
year 2015.  This will amount to only 2 percent 
of the overall US workforce but it will represent 
136 billion in US wages (Teicher, 2003).  
Teicher (2003) believes that by 2005 six of ten 
current information technology jobs will be 
permanently moved overseas. 
 As part of this trend, outsourcing of data 
centers and desktop services will accelerate 
from 18 billion to 42 billion (Foster, 1996).  
Creelman (2003) believes that most companies 
will outsource their call centers and some 
software development jobs to India to access 
proficient and cheaper labor. For example, 
Oracle has 2,000 employees in India and expects 
to move another 2,000 software development 

jobs, accounting, payroll, and customer service 
positions to India (Teicher, 2003).  
 Similar to Information Technology, 
Human Resources (HR) has been both an 
enabler and a victim of outsourcing.  Vendors 
exist that can provide some or all HRM 
functions (Glue, 2003; McCormick, 1998). 
However, most firms have warily approached 
outsourcing HRM; others use a mixture of in-
house and vendors (Glue, 2003 Gale Group, 
1998).  
 

Impact on Employees 
 

 Researchers report both positive and 
negative impacts on employees. Embleton and 
Wright (1998) list the common reactions to 
include: fear, insecurity, uncertainty, frustration, 
anger, resentment, sadness, depression, guilt or a 
feeling of injustice based on perceived betrayal 
and mistrust. At a deeper level some researchers 
argue that the continual “rightsizing” of the 80’s 
and 90’s lead to the dissolution of the 
psychological job contract between workers and 
management.  Thus workers feel betrayed, 
mistrust, and a lack of loyalty (Zeffane and 
Macdonald, 1993).  
 Other researchers believe that the 
continual downsizing and outsourcing has 
created what they call “precarious employment” 
(Kessler, 1999). In this future environment 
employees have a choice between no 
employment and employment with intense 
pressure to perform. Some workers and 
managers perceive the need to demonstrate their 
worth by working longer hours than colleagues 
which impacts the rest of their lives.  A 1998 
survey found that 56 percent of the respondents 
stated that overwork affected their productivity, 
58 percent said it affected their health, 
72 percent said it affected their relations with 
spouses and significant others, and 73 percent 
said it affected the relations with their children 
(Cooper, 1999).  Twenty five percent of all male 
employees work more than 40 hours a week. 
One-fifth of all manual workers work more than 
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50 hours a week.  One in eight managers work 
more than 60 hours a week (Cooper, 1999).  
 On a positive note, Kessler’s (1999) 
longitudinal study of a firm going through 
outsourcing found that if accomplished 
correctly, employee trust and moral did not 
decrease.  In his study the company 
communicated honestly with its employees, 
found employment for some employees with the 
outsourcing firm, and monitored the transition 
of employees to the new employer (Kessler, 
1999). Kessler (1999) found that employees 
went through a period of denial and mistrust but 
eventually found the move to the outsourcing 
organization to be a positive experience because 
it valued their specialized expertise.  Caldwell 
(1997) found that outsourced employees 
eventually found better jobs with more 
responsibility, variety, and mobility.  
  

Advantages of Outsourcing 
 
 The most obvious reason for outsourcing 
is to reduce cost.  Some firms found a nine 
percent cost savings and a 15 percent increase in 
capacity and quality via outsourcing (Embleton 
and Wright, 1998).  Some companies believed 
they saved time. Other reasons included freeing 
in-house talent for other tasks, greater 
productivity, quality, and the ability to sell 
unneeded assets (Embleton and Wright, 1998).  
 A common use of outsourcing is to 
obtain specialized expertise that is cheaper to 
purchase than develop in-house.  Sometimes the 
need for this expertise is sporadic or irregular, 
which would not justify a permanent employee.  
Both information technology and HRM provide 
examples.  They are increasingly complex, with 
the latter witnessing an explosion of court 
rulings and regulations that necessitate 
specialized expertise. Some functions such as 
payroll and benefits administration can be 
provided much more cheaply by vendors. Some 
HRM vendors have web-based HRM services 
that employees can access (McCormick, 1998).  

Some vendors provide all the HRM functions 
for clients (Georgia, 1999).  
 However, the cost savings may be 
elusive, only 50 percent of the outsourcing 
arrangements break even. Some companies 
found them more expensive (Embleton and 
Wright, 1998).  This is because the outsourcing 
firm must provide some function at a profit that 
the outsourcing firm did at cost. Many 
companies fail to see hidden costs that evolve 
during the outsourcing (Embleton and Wright, 
Longnecker and Stephenson, 1997, Hitt, 1998).  
These hidden costs include management time to 
negotiate and monitor the outsourcing, 
additional training, and loss of employee morale 
and loyalty (Longnecker and Stephenson, 1997). 
 A major problem is the loss of employee 
loyalty and commitment and friction between 
the permanent staff and outsourced workers 
(Hitt, 1998). In some cases this friction is 
exacerbated because employees are forced to 
train their replacements.    
 One of the biggest disadvantages occurs 
when firms outsource key competencies thus 
allowing their vendors to develop competitive 
advantages.  Some vendors then turn around and 
compete with the host firm.  Once the function 
is outsourced it may be difficult or expensive to 
bring it back in house where future costs may be 
higher (Embleton and Wright, 1998; Hitt, 1998).  
 Quality is elusive and not always 
attainable by the vendor.  If the vendor does not 
provide quality services, especially to the 
outsourcing firms’ customers, the firm suffers.   
 
Advice/How To Approach Outsourcing 
 
 The best piece of advice is to approach 
the relations as a long term relationship. The 
plan should clarify what costs, service levels, 
and quality the firm expects (Wallace, 1998).  
Then the company should carefully screen and 
interview potential vendors.  After this search, 
the companies should negotiate a mutually 
beneficial contract because both companies need 
to benefit.  The vendor must build in their profit. 
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Finally both companies need to carefully 
monitor the arrangement to ensure quality and 
cost levels. 
 A long-term relationship enables 
providers to accomplish their own strategic 
planning coordinating their efforts and the 
efforts of their clients.  The vendor can plan 
innovation, cost control, and improved service 
to the client.   
 Too often the outsourcing firm 
approaches outsourcing as a tactical move 
(Wallace, 1998).   In the extreme they want to 
outsource at a moment’s notice, at irregular 
intervals, and at a low cost.   
 The plan should also address permanent 
and affected employees. This includes the future 
communication to affected employees and a 
plan to overcome organizational resistance 
(Wallace, 1998). HRM should be involved with 
the permanent employees and the affected 
employees.  The company should take full 
responsibility for handling the severance 
process, the benefits of outsourced employees, 
and perhaps aid in their job search and their 
emotional processing of the severance 
(Longnecker and Stephenson, 1997).  Better 
transitions occur if the outsourcing company 
hires some affected employees and moves 
aggressively to resolve differences in 
compensation, benefits, and sick pay 
(Longnecker and Stepenson, 1997).  
 Finally the outsourcing relationship 
should be carefully monitored.  Some 
companies use a full time in-house employee to 
ensure delivery of expectations.  
 

The Role of Small Business 
 
 Small businesses have been both vendors 
and clients from this trend.  First, many small 
businesses purchase expertise that they lack, 
cannot develop themselves, or can purchase 
them at lower than the in-house costs.  HRM 
and information technology are examples.  
Many businesses purchase payroll, accounting, 
and benefits administration from other small 

businesses (Gale Group, 1998). Others purchase 
software and services from others.  
 Conversely, many small businesses are 
vendors providing specialized services.  As 
companies downsized in the 80’s and 90’s some 
downsized employees developed their expertise 
and sold their services as contract employees 
doing their previous functions.  Both sides 
benefited, with the employees achieving greater 
control and the companies decreasing their 
benefit costs. 
 An example is the many HRM 
professionals who were downsized, formed their 
own small consulting companies, and offered 
specialized consulting expertise to companies 
who did not have the expertise in house or did 
not want to develop it.   
 Another example is the many small 
vendors that supply goods and services to the 
US automakers. However, many of these firms 
and others have reduced the number of 
suppliers.  They want better relations with a few 
vendors that provide better quality, service, 
including just-in-time delivery.  Ford Motor 
Company, for example, reduced their suppliers 
from 4000 to 300 by insisting on long-term 
relationships with each. Wal Mart’s vendors 
must access Wal Mart’s computerized system to 
receive RFP’s, to submit proposals, and to 
complete transactions.  The bigger company 
dictates just-in-time and quality standards.  
Those small businesses that can meet these 
standards have a big client while many who 
could not were dropped. The pressures to 
perform and maintain competitiveness will be 
intense. 
 A big opportunity or obstacle for small 
vendors is whether their client perceives 
outsourcing as a strategic or tactical approach.  
If the client views it strategically then a lot of 
benefits will fall to the small vendor.  This is 
especially true if the two develop a strategic 
alliance.  The small vendor can plan, hire, train, 
staff, and monitor quality thus providing quality 
service to its client.  As mentioned previously 
the small vendor can also plan in innovation, 
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future technology, and future cost savings to 
both.  
 Conversely if the client views 
outsourcing tactically, then the small vendor is 
subject to the vicissitudes of fluctuating demand 
from its client.  With irregular demand, the 
small vendor will find it more difficult to staff 
with the resulting problems of turnover, morale, 
poor service quality, costs, and inefficiencies. 
Consequently this will decrease the small 
business’s profitability, sustainability, future 
competitiveness, and survival.  
 

Conclusion and Suggestions for  
Future Research 

 
 Because of changes in technology, 
organizational structure, strategic planning, and 
customer demands, more small businesses are 
increasingly involved in outsourcing. However, 
more research is needed in several areas.  One 
suggestion is to investigate exactly what 
percentage of small businesses by industry 
provide outsourcing services.  Another area 
might be to determine what services small 
businesses themselves purchase such as payroll 
or accounting.  As more litigation occurs, are 
more small businesses outsourcing recruitment, 
selection, and other functions that require 
extensive HRM knowledge?  Finally, how do 
small business outsourcers do strategic 
planning?  Hopefully more are working closer 
with their clients in order to do their strategic 
planning.    
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A Survey of Restaurant Revenue Management 
 

Jeff Shields, University of Southern Maine 
 
 

 Revenue management is defined as 
“...selling the right product to the right customer 
at the right time for the right price.” (Cross, 
1997). Its goal is to maximize profit through 
maximizing revenue on existing capacity 
(McGill and Van Ryzin, 1999). It is particularly 
useful when a company’s output is perishable 
(Weigand, 1999). Revenue management has 
spread from the airline industry to other service 
industries.  

The restaurant industry is an important 
sector of small businesses. Sales in full service 
restaurants in 2003 are projected to be 
$153 billion with average unit sales in 2000 of 
$650,000 (National Restaurant Association, 
2003). Seven out of ten eating and drinking 
establishments are single unit, i.e., independent 
operations (National Restaurant Association, 
2003).  Revenue management for restaurants has 
been defined as “selling the right seat to the 
right customer at the right price and for the right 
duration” (Kimes, 1999).  This definition 
implies that restaurants must balance their use of 
revenue management strategies with creating 
value for their customers.  

Revenue management in restaurants 
functions to increase the efficient use of existing 
capacity through maximizing revenue per 
available seat hour by managing meal duration 
and price (Kimes and Chase, 1998; Kimes, 
1999).  Revenue per available seat hour is 
computed by dividing revenue over a given 
period of time by the number of seat hours 
available over the same period of time (Kimes, 
1999).  It indicates the rate at which revenue is 
being generated from capacity utilization.  As 
the number of table turns increases and the 
length of the meal duration decreases, revenue 
per available seat hour will increase (Kimes, 
1999).   

Restaurants have several possible 
strategies they can use to manage meal duration. 
They can reduce the uncertainty of the arrival 
times of their customers, reduce the uncertainty 
of meal duration, reduce the time between 
customers’ meals, or measure meal duration 
(Kimes et. al., 1998).  
 The uncertainty of arrival involves 
managing customers with reservations and 
customers who walk into a restaurant without a 
reservation to insure that the former show up on 
time and that the latter wait to fill seats as they 
become available.  There are several strategies 
that can be used to reduce the uncertainty of 
arrival. For example, a restaurant can call to 
confirm reservations or track the arrivals of 
customers with reservations and walk-in 
customers to more accurately forecast demand. 
 Meal duration is the length of time that 
customers are seated in their seats. It functions 
to govern seat availability. Reducing the 
uncertainty of meal duration will improve 
reservation and seating decisions and the 
accuracy of wait times given to walk-in 
customers because a restaurant can better predict 
when tables will become available (Kimes et al 
1998).  This allows a restaurant to make more 
efficient use of existing capacity, i.e., minimize 
the time that seats are empty. There are several 
strategies that can be implemented to manage 
meal duration by reducing the uncertainty of 
meal duration  (Kimes et. al., 1998; Kimes and 
Chase, 1998; Kimes, 1999). One strategy is to 
design restaurant operations to reduce both the 
variation in and the length of meal duration. For 
example, menus can be designed to reduce 
kitchen preparation times, bottlenecks that slow 
down service can be minimized, and 
communications between employees can be 
improved to reduce order wait time. These 
strategies to manage meal duration reduce its 



 2 

uncertainty through reducing its duration. 
Shorter meal duration will allow a restaurant to 
serve more customers during busy periods.  
Reducing the changeover time between 
customers seated at a particular table facilitates 
the efficient use of seating capacity.  In general, 
restaurants that use revenue management 
strategies to reduce the uncertainty of arrival, 
the length of meal duration and the amount of 
time between customers will have higher sales, 
higher table turns, and lower meal durations 
than restaurants that practice less of these 
revenue management strategies. 

Hypothesis one: Restaurants that use 
revenue management strategies to a greater 
extent to reduce the uncertainty of arrival, the 
length of meal duration, and the amount of time 
between customers will have higher sales 
revenues, more table turns, and lower meal 
durations than restaurants that use these revenue 
management strategies to a lesser extent. 

 Defining and measuring meal duration 
facilitates its management. A restaurant that 
measures meal duration is able to establish 
standards and objectives and evaluate actions 
designed to affect meal duration. Meal duration 
can be measured through direct observation or 
through computerized information systems.  
Measuring meal duration facilitates making 
reservation and seating decisions that minimize 
the amount of time a seat is empty (Kimes et. 
al., 1998).  Restaurants that have more refined 
measures of meal duration will have higher sales 
revenues and table turns and lower meal 
duration than restaurants that have less refined 
measures of meal duration. 

Hypothesis two: Restaurants that have 
more refined measures of meal duration will 
have higher sales revenues, table turns, and 
lower meal duration than restaurants that have 
less refined measures of meal duration. 

The other key element in a revenue 
management strategy besides duration 
management is price management (Kimes and 
Chase, 1998).  Restaurants are more constrained 
in their use of variable pricing than are other 

service businesses such as hotels, shipping and 
the airlines where customers find variable 
pricing to be more acceptable or fair (Kimes and 
Chase, 1998).  In general, restaurants engage in 
variable pricing through discounts for group 
memberships (e.g., AARP, AAA), coupons for 
slow times, or large party service charges. Price 
management is useful in that it increases the 
efficiency of capacity utilization because it 
transfers business from busy times to slow times 
(e.g., early bird dinner specials).  Restaurants 
that more frequently use revenue management 
strategies for price management will have higher 
sales than restaurants that use price management 
less frequently. 

Hypothesis three: Restaurants that use 
price management to a greater extent will have 
higher sales revenue than restaurants that use 
price management to a lesser extent. 

 
Methods 

 
A sample of 589 restaurants was 

generated through random sampling of a list of 
949 full service restaurants provided by a New 
England state chapter of the National Restaurant 
Association. The data were collected by the use 
of a semi-structured questionnaire. The 
questionnaire mailing methods were based on 
Dillman (2000) Total Design Method 
procedures for four timed, hand-signed 
mailings. Five hundred and eighty-nine 
questionnaires were mailed. A total of 254 
replies were received for an overall response 
rate of 43%. Of the 254 responses, 153 were 
usable responses from full service restaurants. 
Sixty-seven percent of the sample is male and 
33% is female. The average age of the 
restaurants is 3.2 years with average sales in 
2002 in the $600,000 to $799,000 range. The 
average number of seats in the sample of 
restaurants is 122, serving an average of 182 
dinners with an average of 4.6 paid employees. 
There were no significant differences between 
early and late responders. 
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Measures 
Items for measuring revenue 

management strategies in restaurants were 
generated from the literature on revenue 
management in restaurants and used seven point 
Likert-type response scales. Scales were formed 
from survey items within categories by using 
principal component factor analysis, using an 
oblimin rotation, and selecting Eigenvalues 
greater than one. This was followed by 
refinement and calculation of a satisfactory 
Cronbach's alpha. These results and items 
included in the scales are available from the 
author. This process resulted in three scales 
relating to reducing the uncertainty of arrival, 
two scales relating to managing meal duration, 
one scale addressing time between customers, 
one scale for measuring meal duration, and one 
scale for price management.  

Respondents provided the dependent 
variables of sales revenue, the number of table 
turns, and average meal duration. 
 

Results and Discussion 
 
 The hypotheses were tested by 
regression analysis.  Hypothesis one was 
partially supported. Strategies related to 
reducing the uncertainty of arrival (Info Used to 
Forecast Demand, Reservations, and Walk-ins) 
are not significantly associated with sales 
revenue. They are significantly associated with 
the number of table turns (3.83, p = 02) with an 
adjusted R2 of .20. The regression coefficient for 
Info Used to Forecast Demand is significant and 
positive (0.39, p = 04). The regression 
coefficient for Reservations is significant and 
negative (-0.48, p = 02).  The strategies are not 
significantly associated with average meal 
duration. 
 The strategies relating to reducing the 
uncertainty of meal duration (Behind the Scenes 
SOP and Customer SOP) are significantly 
associated with sales (5.84, p = 00) with an 
adjusted R2 of .07. The regression coefficient for 
Customer SOP is positive and significant (0.26, 

p = .02). The revenue management strategies 
related to reducing the uncertainty of duration 
are not significantly associated with either the 
number of table turns or the average meal 
duration.  
 The revenue management strategy of 
reducing changeover times (Time Between 
Customers) is significantly associated with sales 
revenue (5.98, p = 02) with an adjusted R2 of 
.04.  The regression coefficient for Time 
Between Customers is significant and positive 
(0.21, p = 02). This strategy is also significantly 
associated with the number of table turns (5.15, 
p = 0.03) with an adjusted R2 of .03. The 
regression coefficient for Time Between 
Customers is significant and negative (-0.20, 
p = 03).  Reducing changeover times is not 
significantly associated with average meal 
duration. 
 Hypothesis two was partially supported. 
The revenue management strategy of defining 
meal duration (Complex Definition of Meal 
Duration) is not significantly associated with 
either sales revenue or table turns. It is 
significantly associated with average meal 
duration (4.87, p = .03). The regression 
coefficient was significant and negative (-0.33, 
p = .03).  
 Hypothesis three was supported. The 
revenue management strategy of price 
management is significantly associated with 
sales revenue (9.51, p = 00) with an adjusted R2 
of .06. The regression coefficient for 
Discounting is significant and positive (0.26, p = 
00).  
 These results provide evidence that 
restaurants can increase their sales by 
implementing revenue management strategies to 
reduce the uncertainty of meal duration, to 
reduce the amount of time between customers, 
and to manage their prices.  Further, the results 
provide evidence that in order to increase the 
number of time a restaurant turns its tables, they 
should use information on arrival patterns and 
meal duration to forecast demand. Accepting 
reservations decreases the number of table turns. 
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Lastly, the results support the conclusion that in 
order to decrease average meal duration, 
restaurants should use computerized information 
systems to gather data on meal duration (e.g., 
point-of-sales, table management systems).   
 Strategies to reduce meal duration 
significantly affect sales but not average meal 
duration. Restaurants appear to be using these 
strategies not to decrease meal duration but to 
create more value to their customers through 
better service.  Restaurants should investigate 
whether they can increase their revenues 
through managing and shortening meal duration 
and increasing table turns without sacrificing 
customer value.   
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Abstract 
 

 The Austrian Business Cycle Theory 
(ABCT hereafter) was introduced in 1912 by 
German economist Ludwig von Mises to explain 
boom-and-bust business cycles.  The ABCT was 
refined further by economist Friedrich von 
Hayek in the 1930s.  The main thrust of the 
theory, although not the entire argument, is that 
business cycles are caused by the artificial 
lowering, and subsequent raising, of interest 
rates by a country’s Central Bank.  Growth that 
occurs as a result of Central Bank monetary 
policy is unsustainable.  During the “boom” 
capital is “mal-invested” by businesses and 
these businesses wind up in a precarious 
financial position once the “bust” begins. 
 On the other hand, economic growth that 
occurs as a result of changes in consumers’ time 
preferences for consumption is sustainable.  The 
market ensures that capital goes to its best 
possible use and a bust is unlikely to occur.  
Increased demand for goods and services is 
based upon real changes in consumer wealth 
rather than artificially lowered interest rates. 
 The problem is of interest to 
entrepreneurs who may not consider that 
increases in demand for particular goods and 
services are the result of a temporary increase in 
money and credit rather than a true increase in 
consumer wealth.  Any entrepreneur who fails to 
consider the potential of a “bust” following the 
apparent “boom” in observed demand for his or 
her products and services, does so at his or her 
own risk.  This paper discusses these issues. 

 
Introduction 

 
 The Austrian Business Cycle Theory 
(ABCT hereafter) was introduced by economist 
Ludwig von Mises in his 1912 book, The Theory 

of Money and Credit.  A primary thrust of the 
ABCT was an attempt to explain the 
misallocation of financial resources that occurs 
during boom-and-bust business cycles as a result 
of the artificial lowering of interest rates by the 
Central Bank of a given country.  The theory 
emerges from a simple comparison of a savings-
induced boom, which is sustainable over time, 
to a credit-induced boom, which is not. 
 The continued lowering of the discount 
rate by the Federal Reserve Bank over the past 
few years has caused all market interest rates to 
decline.  In the household sector mortgage 
refinancings were at a record high from 2001 
through most of 2003, with many households 
using equity that had been built up in their 
homes to purchase a variety of goods and 
services.  Further, the supply of loanable funds 
at near record-low rates of interest enticed many 
entrepreneurs to borrow capital to create or 
expand their businesses.  This borrowing was at 
least in part due to a noticeable increase in the 
demand for certain goods and services. 
 The question raised is whether this 
recent spate of borrowing by entrepreneurs has 
been based upon a sustainable spending boom 
or, rather, an unsustainable spending boom that 
will invariably lead to a bust that could 
devastate many of these small businesses.  The 
purpose of this paper is to discuss the 
fundamentals of the ABCT, review some of the 
criticisms of the ABCT, and draw some 
conclusions regarding the current environment 
for small business owners. 
 



Austrian Business Cycle Theory 
 
 It might seem odd to look at a 90-year-
old theory to attempt to understand some 21st 
century phenomena.  In the 1930s, Austrian 
cycle theory held a “prominent position” among 
economists trying to understand and explain 
business cycles.  (Wagner, 2001)  However, by 
the early 1960s the standing of the ABCT had 
collapsed and many macroeconomic textbooks 
written since then barely mention the theory at 
all.  So, why is the ABCT potentially relevant 
again today? 
 The answer to this question lies in the 
similarities between recent economic activity in 
the U.S. and the activity observed by von Mises 
early in the 20th century and again by Friedrich 
A. Hayak in his book Prices and Production in 
1935.  In each case a country’s Central Bank 
had artificially lowered interest rates in an 
attempt to boost economic activity.  The 
injection of new money into credit markets did 
indeed cause capital investment and consumer 
spending to increase.  However, the so-called 
“boom” was not sustainable and was followed 
by a “bust” that resulted in capital project 
liquidation and reduced consumer spending.   
 Business cycles are neither – as many 
people believe – causeless nor the result of 
erratic market forces.  Economic downturns can 
be caused by events, “such as a massive 
earthquake in Japan or the simultaneous 
hijacking of passenger airplanes for use in 
suicidal attacks” but business cycles are the 
result of Central Bank manipulations of the 
money supply.  (Best, 2003)   It can be argued 
than, in a free market economy in which most of 
the forecasting and resource allocation were 
done by entrepreneurs rather than bureaucrats, 
misallocations of resources that lead to 
unsustainable booms followed by busts would 
be rare.  But there is no free market in money or 
short-term interest rates anywhere in the world.  
Rather, all modern currencies are the product of 
each nation’s fiat system; banking is controlled 
by each nation’s central bankers; and the 

financial sector is subject to strict government 
regulation.  Thus, the credit expansion and 
contraction policies of a country’s Central Bank 
are directly responsible for the increasing 
economic activity of a boom and the 
recessionary downswings of a bust. 
 The ABCT addresses business cycles by 
focusing upon two parameters: the natural rate 
of interest and the structure of production.  
Each of these will be briefly explained.  The 
natural rate of interest is the “clearing price” 
resulting from the interaction of the supply of, 
and demand for, loanable funds.  The supply 
curve for loanable funds depicts the willingness 
of households to save at various rates of interest.  
The demand curve depicts the willingness of 
businesses to borrow in order to finance 
investment projects at various rates of interest.  
The equilibrium is the natural rate of interest.  
An increase in the supply of loanable funds will, 
all else held equally, cause the natural rate of 
interest to fall and vice versa. 
 If households choose to forego current 
consumption, i.e. increase their time preference 
for consumption, the supply of loanable funds 
goes up and the natural interest rate declines.  
This lower interest rate encourages more 
investment on the part of businesses.  The 
combination of the thriftiness of the households 
and the capital investment of businesses 
increases the economy’s productive capacity 
and genuine, sustainable growth occurs. 
 If, however, the increase in supply of 
loanable funds is caused by the Central Bank 
injecting new money into the credit markets 
rather than from households becoming more 
future-oriented, the resulting growth is 
temporary.  Since households have not changed 
their time preference for consumption, savings 
will actually decline at the artificially induced 
lower rate of interest.  Further, there is over-
investment by businesses.  This inevitably leads 
to the bust. 
 The rate of interest determines not only 
the level of savings and investment, but also the 
allocation of resources within the investment 



sector.  The structure of production refers to the 
time-consuming production process from 
research and development (early stage) to 
retailing (late stage).  The early stages of 
production are the farthest removed (in terms of 
time) from consumers while the late stages are 
“temporally” close to consumers.  As implied by 
time value of money discount factors, the farther 
the temporal distance a production stage is from 
the consumer (or final consumption), the more 
interest-rate sensitive that stage will become.  
When interest rates are low, more investment is 
made in research and development, extraction of 
resources, and other early stage production 
activities.  If this investment is done based upon 
artificially lowered interest rates, the ensuing 
bust will result in the forced liquidation of many 
capital projects.  (Garrison, 1997) 
 The ABCT provides considerable insight 
to understanding the ramifications of an 
unsustainable boom caused by Central Bank 
actions versus a sustainable boom resulting from 
time preference for consumption changes by 
consumers.  However, the ABCT is not without 
its critics.  The next section will address the 
major criticism of the ABCT. 
 

Criticism of Austrian  
Business Cycle Theory 

 
 Critics of the ABCT maintain that there 
is “no justification for the notion that 
businessmen should fall prey again and again to 
an artificial lowering of interest rates.”  
(Shostak, 2003)  It is likely that after a few runs 
of the cycle business owners would form an 
expectation of a bust following a boom caused 
by a policy of lowered interest rates by the 
Central Bank.  If a bust was anticipated, 
business owners would simply factor this into 
their decision making and use, for example, 
their overall long-term cost of capital for 
investment decisions rather than the currently 
available interest rates.  Consequently, correct 
expectations will undo or neutralize the whole 
process of the boom-bust cycle that is set into 

motion by the artificial lowering of interest 
rates. 
 However, the ABCT is not simply about 
variations in interest rates, but rather variations 
in the monetary policy of the Central Bank.  
Monetary policy impacts money supply, which 
in turn impacts interest rates.  When there is an 
unhampered market economy, patterns of 
consumption (i.e. demand) will change with 
changes in the real wealth of consumers.  These 
patterns are disrupted when the Central Bank 
injects money into the economy.   
 The new money soon takes the form of 
expanded credit.  The first borrowers are the 
greatest beneficiaries of the new credit since 
their purchasing power increases before higher 
levels of demand drive prices of goods and 
services up.  Demand for less essential goods 
(luxuries) increases and the composition of 
goods and services purchased is likely to 
change.  The change in the pattern of 
consumption attracts the attention of 
entrepreneurs.  The job of business owners is to 
stay on guard for changes in consumer demand 
and thus, whenever they observe a growing 
demand, they react to it.  As Shostak observes, 
“Hence, a businessman has only two options – 
either to be in a particular business or not to be 
there at all.  Once he has decided to be in a 
given business this means that the businessman 
is likely to respond to changes in demand for 
goods and services in this particular business 
irrespective of the underlying causes behind the 
changes in demand.  Failure to so will put him 
out of business very quickly.”  (p.4) 
 

Conclusions and Implications 
 
 The ABCT presents some intriguing 
points of discussion regarding entrepreneurial 
actions.  First, there is no question that 
consumer spending has been the largest factor 
underlying what growth the economy has seen 
over the past two years.  Current signs show 
increases in capital expenditures by businesses 
as well, but it is still consumer spending leading 



the way.  How much of this spending has been 
the result of lower interest rates?  Evidence 
points to mortgage refinancing as a primary 
source of spendable funds for consumers as 
refinancing can both lower monthly payments 
and create a new pool of funds in the form of 
liquid equity.  Did this new purchasing power 
result in an increased demand for goods and 
services that will ultimately be unsustainable? 
 With borrowing rates so low, did some 
entrepreneurs “over-invest”?  Capital 
expenditures for brick-and-mortar projects, the 
purchase of large-ticket items, and other long-
term acquisitions were likely made based upon 
certain levels of long-term cash inflows.  What 
will happen if those cash inflows dry up when 
interest rates inevitably climb higher? 
 The ABCT provides a comprehensive 
explanation of the boom-and-bust cycle.  Might 
the current conditions in the economy fit the 
pattern that suggests a bust is on the way?  If so, 
can entrepreneurs use this information now to 
mitigate a potentially devastating downturn in 
the near future?  As long as there are policy-
induced, rather than savings-induced, economic 
booms, it seems prudent to give the Austrian 
Business Cycle Theory some serious 
consideration.  Thus, the argument is that ABCT 
is indeed relevant today. 
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Abstract 
 
 This study explores the 
career/achievement and family orientations of 
entrepreneurs—specifically the impact of sex 
and dependent child status.  While a growing 
body of research has explored the similarities 
and uniqueness of women, none have explicitly 
analyzed entrepreneurs employing a 
career/achievement and family framework.  
Additionally, no studies have sought to explore 
the career/achievement and family orientations 
of female entrepreneurs with female non-
entrepreneurs of similar backgrounds.  
Consequently, this research explores and 
compares the career/achievement and family 
orientations of female entrepreneurs with a 
group of female non-entrepreneurs with similar 
educational levels, ages, and work experience.  
It also compares the orientations of male 
entrepreneurs with a group of male non-
entrepreneurs in order to both confirm existing 
literature and create a means to compare intra-
female with intra-male career and family 
orientations.  The analysis shows no statistically 
significant differences in the career/achievement 
and family orientations of women entrepreneurs 
and similar female non-entrepreneurs.  It also 
finds, confirming existing literature, that male 
entrepreneurs possess a greater 
career/achievement orientation as compared to 
male non-entrepreneurs.   

 
Introduction 

 
 The past two decades have witnessed a 
significant rise in the number and proportion of 
women owned businesses.  In 1997 there were 

7.5 million women owned businesses, and 38% 
of all self-employed individuals were women.  
The growth of women owned businesses is more 
than double the growth rate of all businesses 
(SBA 2001).  In response to this trend, a varied 
and growing academic literature has emerged to 
explore and understand the dynamics of female 
entrepreneurial behavior.  Integral to this 
exploration is the research focusing on the 
motivational factors driving women in 
increasing numbers toward entrepreneurship.   
 Previous literature on gender and 
entrepreneurship implicitly observes the family 
and career family orientations of women 
entrepreneurs.  Specific research typically 
focuses upon one of the two orientations.  One 
stream highlights the desire of women to create 
their own desired balance between career and 
family (Geoffee & Scase, 1983; Scott 1986; 
Kaplin, 1988, Buttner, 1993).  This literature 
notes that women and men entrepreneurs 
integrate career and family differently 
(Parasuraman et al., 1996).  More recent 
entrepreneurship literature suggests that the 
family orientation of married women and men 
entrepreneurs with dependents differ 
dramatically.  It also suggests that the 
motivations of women with and without 
dependents differ dramatically, whereas the 
motivations of men with and without dependents 
do not (DeMartino and Barbato, 2003).   
 A second stream in the literature 
highlights the desire of women to employ 
entrepreneurship for career advancement 
motives.  The career/advancement focused 
stream developed in the 1980s in response to the 
large number of women entering professional 
fields.  According to Moore and Buttner (1997), 
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women pursued entrepreneurial opportunities 
either because their career advancement was 
stymied in larger corporations or due to 
traditional entrepreneurial motivations.  Both 
motivations conform to the wider 
entrepreneurial (male dominated) literature 
which notes that entrepreneurs are more career 
oriented than non-entrepreneurs.   
 The purpose of this study is to provide a 
more meaningful gendered perspective on the 
decision to become an entrepreneur.  
Consequently, this research explores and 
compares the career and family orientations of 
women entrepreneurs with a group of women 
non-entrepreneurs with similar educational 
levels, ages, and work experience.  It also 
compares the orientations of male entrepreneurs 
with a group of male non-entrepreneurs in order 
to both confirm existing literature and create a 
means to compare intra-female with intra-male 
career and family orientations.  By analyzing 
these comparisons, more light can be shed on 
how the genders differ in their approach to 
choosing entrepreneurship as a career. 
 By comparing women entrepreneurs 
with their peers using a career and family 
orientation framework, this study seeks to shed 
light on implicit debates in the gender 
entrepreneurship literature.  Specifically, the 
study addresses the question of whether women 
entrepreneurs are more career/achievement 
oriented than similar women non-entrepreneurs.  
It does so using pertinent and relevant 
intervening variables including marital and 
dependent child status.  To date, no study has 
sought to compare career/achievement and 
family orientations of intra gender groups.   
 

Entrepreneurship and  
Career-Family Orientation 

 
 Despite a diverse and growing literature 
gender and entrepreneurship literature, very 
little is understood about the motivational 
diversity of women entrepreneurs.  The current 
rapid growth of women owned businesses has 

popularized of the notion convergent gender 
roles related to family and career.  These 
observations have given rise to new models and 
categorizations focusing on middle level 
managers hitting the glass ceiling or following 
traditional entrepreneurial needs such as 
achievement, autonomy, and flexibility.  These 
efforts, while insightful and valuable 
contributions to the literature, neglect the career-
family diversity implicit in recent research.  
Furthermore, important intervening variables 
implicit in the above literature review such as 
the role of dependents and entrepreneurial 
contribution to family income have not been 
systematically explored.  In their comprehensive 
literature review of women and 
entrepreneurship, both Brush (1993) and Baucus 
and Human (1994), call for new models and 
increased rigor in analysis.   
 Previous literature on gender and 
entrepreneurship has found that men and women 
entrepreneurs differ in their motivations, and in 
particular, women entrepreneurs are motivated 
by the desire to balance the demands of career 
and family (Geoffee & Scase 1983; Scott 1986; 
Kaplin 1988, Buttner 1993; DeMartino and 
Barbato, 2003; Parasuraman, Purohit et al., 
1996).  While some have suggested that women 
choose entrepreneurship to create their own 
desired balance between career and family 
(Geoffee & Scase 1983; Scott 1986; Kaplin 
1988, Buttner 1993), others have found that 
women and men entrepreneurs integrate career 
and family differently.  Specifically, 
Parasuraman et al. (1996) found that women 
entrepreneurs have a lesser time commitment to 
their businesses than their male peers. 
 Moore (1999) notes that career/family 
motivations of women entrepreneurs have 
changed over the decades, and this has been 
reflected in the entrepreneurial literature.  She 
observes that the earliest literature suggested 
that women entrepreneurs were traditional and 
adhered to stereotypical gender work roles.  
Women were portrayed as more family oriented, 
lacked previous work experience, possessed low 
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educational levels, and created ventures with 
limited scale and scope (Schwartz, 1976).  As 
women entered professional careers in the 
1980’s, the direction of gender and 
entrepreneurship studies began to shift.  This 
new generation of women entrepreneurs, was 
observed to possess relatively high educational 
levels, greater professional experience, and 
tended to lead more complex companies.  Of 
significance to this study, the needs and 
motivations of women entrepreneurs were more 
in line with male entrepreneurs.  This new 
generation of more career-oriented women 
entrepreneurs were sometimes designated the 
“Second Generation” or the “Moderns” (Moore 
1990; Moore 1999). 
 A further categorization of women 
entrepreneurs emerged in the 1990s with Moore 
and Buttner (1997) noting the differences 
between “intentional entrepreneurs” and “career 
climbers”.  Intentional female entrepreneurs 
tended to possess the greatest similarities with 
their male peers—being motivated by factors 
such as achievement, independence, self-
actualization etc. (Schein, 1993).  Career 
climbers, on the other hand, were driven to 
entrepreneurship by either environment factors 
related to downsizing (Uchitelle & Kleinfield, 
1996) or systematic discrimination in the 
corporate world (Fischer et al., 1993).3  In the 
latter case, women often left corporate 
employment after hitting the glass ceiling.  
These newer types do not put forth an image of 
a female entrepreneur who is choosing family 
over career. 
 More recent entrepreneurship literature 
has included dependent children in the analysis.  
It should be noted that 44% of self-employed 
women have at least one child under the age of 
18 (SBA 2001).  Caputo and Kalinsky (1998) 
used national survey data from the National 
Longitudinal Survey of Labor Market 

                                                 
3 According to the feminist framework, which many of 
these efforts explicitly or implicitly purport, 
discrimination many take both overt and socialized forms.  
See Ohran for additional insight. 

Experience to determine why women chose self-
employment as a career.  The study found that 
the presence of young children in the household 
significantly increased the likelihood of a 
woman being self-employed. 
 Others have shown that, when dependent 
children are included in the analysis, the 
differences between male and female 
entrepreneurs becomes much greater.  In 
particular, the men and women entrepreneurs 
differ in their family orientation, as well as the 
motivations to start a business (DeMartino and 
Barbato, 2003; DeMartino and Barbato, 2002).  
Although dependent children impact men and 
women entrepreneurs, the impact on women 
entrepreneurs is much greater. 
 Some have suggested that this approach 
to understanding career motivations is 
inadequate.  Bird and Brush (2002) point out 
that entrepreneurs and the process of 
entrepreneurship is historically described in 
masculine terms.  They question whether these 
male-derived theories of entrepreneurship 
adequately describe the process for women.  
They argue that the masculine view of 
entrepreneurship is linear, rational, and strategic.  
The sole purpose of business formation is to 
maximize wealth.  Women entrepreneurs are not 
as sequential in their approach to 
entrepreneurship, and the impact of family 
obligations has more influence.  They conclude 
that the literature is incomplete and a more 
gendered perspective is needed.  Others who 
have studied the career paths of women have 
drawn similar conclusions.  Similar to the 
gender and entrepreneurship literature, there is 
general agreement that many of the existing 
models were developed for men and do not 
adequately depict the pursuits and careers of 
women (Powell and Mainiero, 92; Melamed, 
1995, 1996; Stroh and Reilly, 1999).  Lyness & 
Thompson (1997) found that despite increased 
participation into the professional fields, women 
continue to differ substantially from men in 
career path development.   
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Hypotheses 
 
 The gender career family orientation 
literature provides a number of implicit 
hypotheses to compare women entrepreneurs 
with women non-entrepreneurs.  The first 
hypothesis explores the impact of dependents 
(children) on the motivational preferences of 
women entrepreneurs.  Previous literature 
suggests that women with dependents posses a 
greater intensity of preference for 
entrepreneurship as a career in order to allow a 
greater family emphasis and balance.  Hence, 
women entrepreneurs with dependents are likely 
to possess a higher family balance than women 
non-entrepreneurs.  

H1:  Women entrepreneurs with 
dependents are more family oriented 
than their female peers (non 
entrepreneurs). 

 The second hypothesis explores the 
impact of career advancement on the 
motivational preferences of women 
entrepreneurs.  The literature portrays 
professional women as career and advancement 
oriented.  This group pursues entrepreneurial 
careers in the face of discrimination or 
traditional entrepreneurial achievement needs.  
Previous research, however, suggests that 
dependents (children) moderate this orientation.  
Hence, women entrepreneurs without 
dependents are likely to possess a high career 
orientation than women non-entrepreneurs.   

H2:  Women entrepreneurs without 
dependents are more career oriented 
than their female peers (non 
entrepreneurs) 

 The third hypothesis combines 
hypotheses one and two.  The literature is in 
agreement that women pursue entrepreneurial 
careers to gain greater flexibility of family and 
career.  Alternative streams, however, argue that 
a greater emphasis is placed upon either family 
or career.  It is possible (and some feminist 
literature has argued) that women employ 
flexibility to emphasize “both” career and 

family.  Hence, women entrepreneurs as a group 
will possess both higher career and family 
orientations.   

H3:  Women employ entrepreneurship to 
provide a greater emphasis on both 
career and family than their female 
peers (non entrepreneurs). 

 
Survey and Research Methods 

 
 In 1998 a survey was administered to 
alumni of an MBA program from a well-known 
business school that consistently ranked among 
the top business schools in the U.S.  Its program 
focused primarily on traditional MBA 
applicants, with the average admitted student in 
the past 20 years possessing approximately 4 
years of work experience.4  The program was 
exclusively full time and did not offer part-time 
MBA programs.  Its graduate placement, in 
terms of compensation and industry, was 
representative of the other leading business 
schools.  The vast majority of program 
graduates were in their late 20s or early 30s with 
significant training and job opportunities.  In 
addition, previous exploratory research 
suggested that the career path of other top 
business school graduates share a number of 
similarities (Muzyka, Stevenson, and Larson 
1991).  
 
Procedures and Statistical Analysis 
 The survey was administered to the 
entire population of MBA alumni, totaling 
approximately 5800 individuals.  Over 2400 
alumni responded to the survey providing a 
response rate of 42%.  Women represented 
roughly 25% of this sample.  Of those surveyed, 
91 women responded that they were currently 
entrepreneurs (n=74) or planned on becoming an 
entrepreneur in the next several years (n=17).   
 The survey requested information 
relative to career/advancement and family 
                                                 
4 The survey revealed that the mean work experience of 
admitted students in the past 20 years was 3.77 years with 
a standard deviation of 2.48.   
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orientation similar to Spence and Helmreich’s 
(1978) Work and Family Orientation scale.  The 
general approach used in the present study was 
to identify items that were analogous to the 
Work and Family Orientation scale.  There were 
a total of 10 self-reported survey items designed 
to measure these constructs: five items 
measuring an individual’s career 
orientation/career advancement and five 
assessing family orientation. The items in this 
survey employed to measure career orientation 
are based on Spence and Helmrich’s work, 
further developed by Delong (1982).  To verify 
the discriminant validity of this survey’s 
instrument, these 10 items were factor-analyzed 
and two interpretable factors with eigenvalues 
greater than 1.0 were identified. Procedures used 
for this portion of the analysis were as detailed 
by Fabrigar, Wegener, MacCallum and Strahan 
(1999). Items used in the survey were aligned 
with the autonomy, identity, competence, and 
security items used in the career orientation 
scale as explicated by Delong (1982) and more 
recently by Suutari (2003). This survey 
operationalized career orientation via five items 
consisting of self-ratings of the importance of 
rapid career advancement, earning and income 
potential, the existence of generous retirement 
provisions, job autonomy, and the prospect of 
company ownership. This technique resulted in 
a measurement of career orientation that was 
continuous in nature and one that could be 
assumed to be normally distributed. 
 Four items were included to measure 
family orientation and were self-rated measures 
of the priority each of the following had in 
making decisions impacting employment: 
spouse co-career issues, child school 
requirements, quality of life, and geographic 
restrictions. These items represented an 
extension of Spence and Helmreith’s (1978) 
research and closely paralleled those identified 
by the study initiated by Burke and Kong 
(1996).  As further evidence of the validity of 
Burke and Kong’s (1996) family orientation 
scale, Orrange’s (2002) research study utilized 

items similar to those in Burke and Kong’s 
(1996) work. This technique resulted in a 
measurement of family orientation that was 
continuous in nature and one that could be 
assumed to be normally distributed.  One of the 
survey items was excluded from further analyses 
because it did not load uniquely on any single 
factor and a factor-loading pattern could not be 
identified 
 The sex of the respondent was measured 
by a single-item where the subject was to 
indicate their sex (m/f). 
 This study reports the results of only 
those respondents graduating in the past 20 
years.  This subcategory was selected because 
prior to 1978 the proportion of female MBA 
graduates was relatively small and influx.  Intra 
gender comparisons between women and men 
prior to this time would bias the analysis by 
increasing the graduation range (a proxy for 
age) for men in the sample.5  
 Comparisons of the groups represented 
in this research were done by comparing means 
of independent samples (i.e., the t-test). 

 
Findings 

 
 Means and standard deviations 
associated with the group scale scores for each 
of the variables are included in the tables that 
follow. The reliability coefficient alphas for the 
family orientation scale was .937 and it was .931 
for the work orientation scale. 
 
i.)  Women Entrepreneurs & Women  
Non-Entrepreneurs 
 A comparison of the career/advancement 
and family orientations of women entrepreneurs 
and women non-entrepreneurs revealed no 
statistically significant differences.  The 
career/advancement scale ratings for women 

                                                 
5 Additionally, comparing later graduating classes (i.e., 
the past 15 or 10 years, etc.) provides a series of other 
challenges related to reduced sample size and decreased 
motivational interests.  MBA entrepreneurship requires 
significant gestation periods (Bhide, 1992). 
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entrepreneurs were 2.112, while the ratings for 
non-entrepreneurs were 2.0695 (p < .05).  The 
family scale rating for women entrepreneurs 
were 2.1447, while the ratings for non-
entrepreneurs were 2.135 (p <.05).  (See table 2) 
 When career/advancement and family 
orientations were analyzed, accounting for the 
influence of dependent child status, again no 
statistically significant differences emerged.  
The career/advancement scale ratings for 
women entrepreneurs with dependents were 
1.9467, while women non-entrepreneurs with 
dependents were 2.0090 (p < .05).  The family 
scale ratings for women entrepreneurs with 
dependents were 2.3889, while the ratings for 
non-entrepreneurs with dependents were 2.3379 
(p < .05).  (See table 3) 
 The career/advancement scale ratings for 
women entrepreneurs without dependents were 
2.2688, while women non-entrepreneurs with 
dependents were 2.1479 (p < .05).  The family 
scale ratings for women entrepreneurs without 
dependents were 1.9058, while the ratings for 
non-entrepreneurs without dependents were 
1.8824 (p < .05). 
 
ii.  Men Entrepreneurs & Men  
Non-Entrepreneurs 
 A comparison of the career/advancement 
orientations of men entrepreneurs and men non-
entrepreneurs, however, reveals a statistically 
significant difference.  The career/advancement 
scale ratings for men entrepreneurs were 2.2191, 
while the ratings for non-entrepreneurs were 
2.0665 (p < .001).  A comparison of family 
orientation did not prove to be statistically 
significant.  The family scales rating for men 
entrepreneurs were 1.9607, while the ratings for 
non-entrepreneurs were 1.9509 (p <.05).  (See 
table 4)  
 When career/advancement and family 
orientations were analyzed, accounting for the 
influence of dependent child status, the 
career/advancement orientation difference 
emerged once again.  The career/advancement 
scale ratings for men entrepreneurs with 

dependents were 2.2484, while men non-
entrepreneurs with dependents were 2.1029 (p < 
.001).  The career/advancement scale ratings for 
men entrepreneurs without dependents were 
2.1829, while the men non-entrepreneurs 
without dependents were 2.0022 (p < .001). No 
statistically significant difference emerged in the 
family scale ratings.  (See table 5)  
 

Conclusions and Observations 
 
 This paper set out to test three 
hypotheses related to the career/advancement 
and family orientations of women entrepreneurs 
implicitly linked to the extant literature.  It 
compared differences between women 
entrepreneurs and women non-entrepreneurs 
with similar professional backgrounds.  It also 
compared differences between similar men 
entrepreneurs with men non-entrepreneurs with 
similar backgrounds in order to compare intra-
gender sex based differences.   
 The three hypotheses tested in this 
research were not confirmed.  Hypothesis one 
proposed that women entrepreneurs with 
dependents were more family oriented than 
women non-entrepreneurs with dependents.  
There were no statistical differences between 
these two groups.  Women entrepreneurs with 
dependents in the sample were not motivated 
toward family concerns to a greater degree than 
non-entrepreneurs.  Hypothesis two proposed 
that women entrepreneurs without dependents 
were more career/advancement oriented than 
women non-entrepreneurs without dependents.  
There were no statistically significant 
differences between these two groups.  
Hypothesis three proposed that women 
entrepreneurs possessed both higher career and 
family orientations than women non-
entrepreneurs.  Again, there were no statistical 
differences between these two groups.   
 Statistically significant differences 
between men entrepreneurs and non-
entrepreneurs, however, did emerge.  Men 
entrepreneurs in all tested categories (all, with 
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dependents, and without dependents) possessed 
higher career/advancement scale scores.  This 
difference between men entrepreneurs and non-
entrepreneurs is consistent with prior research 
observing a high achievement orientation among 
entrepreneurs.   
 This research explored the 
career/advancement and family orientation 
differences of women entrepreneurs and non-
entrepreneurs.  It does not support the notion 
that women entrepreneurs differed in their 
career/advancement and family orientations 
from similar non-entrepreneurs.  While women 
are pursuing entrepreneurial careers in 
increasing numbers, their career/advancement 
and family motivations remain similar to other 
professional women.  A comparison of intra-
women and intra-men, however, did reveal 
important sex based differences.  Consistent 
with the larger entrepreneurship literature, men 
entrepreneurs demonstrated a higher than 
average career/achievement orientation.  
Women, however, do not.  Further research is 
needed to explore and explain entrepreneur 
career/advancement and family orientations sex 
based differences.   
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Women Entrepreneurs vs. Women Non-Entrepreneurs 

Table 1 
Family Oriented 

Group N Mean Std. Deviation T Sig. 
Entrepreneur 91 2.145 .561 
Non Entrepreneur 166 2.135 .495 

 
.142 

 
.887 

Career/Achievement Orientation 
Entrepreneur 92 2.112 .490 
Non Entrepreneur 165 2.070 .452 

 
.688 

  

 
.492 

  
 
 

Entrepreneurs with dependents vs. Non Entrepreneurs with dependents 
Table 2 

Family Oriented 
Group N Mean Std. Deviation 

 
T Sig. 

Entrepreneur with dependents 45 2.389 .563 
Non Entrepreneur with 
dependents 

91 2.338 .499 
 
 

.537 
 

 
 

.592 
 

Career/Achievement Orientation 
Entrepreneur with dependents 45 1.947 .520 
Non Entrepreneur with 
dependents 

91 2.009 .502 
 
 

-.673 
 

 
 

.502 
 

 
 

Entrepreneurs without dependents vs. Non Entrepreneurs without dependents 
Table 3 

Family Oriented 
Group N Mean Std. Deviation 

 
T Sig. 

Entrepreneur 
without dependents 

46 1.906 .449 

Non Entrepreneur 
without dependents 

73 1.882 .351 

 
 

.317 
 

 
 

.752 
 

Career/Achievement Orientation 
 

Entrepreneur 
without  dependents 

47 2.269 .406 

Non Entrepreneur 
without  dependents 

72 2.148 .374 

 
 

1.664 
 

 
 

.120 
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Men Entrepreneurs vs. Men Non-Entrepreneurs 
Table 4 

Family Oriented 
Group N Mean Std. Deviation 

 
T Sig. 

Entrepreneur 384 1.961 .495 
Non Entrepreneur 445 1.951 .491 

 
.285 

 

 
.776 

 
Career/Achievement Orientation 

 
Entrepreneur 383 2.219 .414 
Non Entrepreneur 446 2.067 .432 

 
5.168 

 

 
<.001 

 
 
 

Entrepreneurs with dependents vs. Non Entrepreneurs with dependents 
Table 5 

Family Oriented 
Group N Mean Std. Deviation 

 
T Sig. 

Entrepreneur 
with dependents 

196 2.097 .504 

Non Entrepreneur 
with dependents 

285 2.036 .488 

 
 

1.340 
 

 
 

.181 
 

Career/Achievement Orientation 
 

Entrepreneur 
with dependents 

196 2.248 .409 

Non Entrepreneur 
with dependents 

284 2.103 .416 

 
 

3.795 
 

 
 

<.001 
 

 
 

Entrepreneurs without dependents vs. Non Entrepreneurs without dependents 
Table 6 

Family Oriented 
Group N Mean Std. 

Deviation 
 

T Sig. 

Entrepreneur 
without dependents 

186 1.822 .441 

Non Entrepreneur 
without dependents 

161 1.801 .460 

 

 
.422 

 

 

 
.673 

 

Career/Achievement Orientation 
 

Entrepreneur 
without dependents 

185 2.183 .417 

Non Entrepreneur 
without dependents 

161 2.002 .453 

 

 
3.864 

 

 

 
<.001 
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Abstract 
 
 Consulting and technical assistance are 
integral parts of most business development 
strategies and programs.  This is especially true 
of business school programs that provide 
assistance to small and medium-sized 
enterprises and rely heavily on student-led 
projects supervised by faculty members.  The 
program described in this paper provides a wide 
range of benefits for clients, students, 
communities, the business school and other 
institutions that are involved in its operations 
and support.  In addition to describing the 
benefits and challenges of the program, a 
conceptual framework is provided to illustrate 
the linkages between the resources needed for 
minority business development, influences on 
access to those resources and the contributions 
made through consulting and technical 
assistance.  Business school programs occupy a 
valuable niche in the support system for 
fostering minority business development.  

 
Introduction 

 
 Business school consulting and technical 
assistance programs provide a wide range of 
educational and business assistance services. 
Business students and business owners, in 
particular, gain specific, problem-solving 
knowledge and expertise. A common focus is on 
presenting “how to” methods and techniques for 
improving managerial performance and the 
success of the firm. Important deliverables 
include market studies along with sales and 

financial projections, business plans and ideas 
for improving products, services or other aspects 
of operations and business functions. In recent 
years helping owners with website designs, 
protocols of email and internet usage and 
exploring e-commerce ventures have become 
common “high tech” forms of such assistance. 
 There are at least four categories or types 
of business school programs.  The most familiar 
in academic circles are those affiliated with the 
Small Business Institute network.  According to 
Matthews (1998) there were about 400 such 
programs.  Small Business Development Center 
programs, operating under SBA sponsorship 
along with other private and state funding, total 
58 with 1,100 service centers located throughout 
the nation.  A third category of over 50 
programs includes historically black colleges 
and universities that are part of the International 
Association of Black Business Educators.  The 
fourth and most varied category includes non-
affiliated, specialty programs that cater to 
designated types of firms such as inner city, 
urban enterprise or emerging and under-served 
clients.  The best-known program in this 
category is Harvard Business School’s Initiative 
for a Competitive Inner City (ICIC) that was 
founded by Michael Porter in 1994. It is unique 
in several ways. To name three:    in scale it has 
a staff of over 40 professionals; in programs it 
has a unique industry cluster’s approach to local 
area research; and in impact it has a voluminous 
listing of publications and high profile national 
events.  
 The program described in this paper falls 
into the fourth category.  Of course a specific 



program could be included in more than one 
category such as IABBE-affiliated and focused 
on serving inner-city clients. 
 The broad framework of consulting and 
technical assistance for minority business 
development is presented in Exhibit 1.  The 
resources needed for minority business 
development are identified in the left column 
and range from access to capital to technology 
transfers and management know-how that is 
collectively viewed as human capital.  
Obviously these resource requirements are 
essential for all businesses.  The center column 
calls attention to the institutional and 
environmental setting that historically and 
cumulatively has constrained minority 
businesses.  These constraints represent unique 
systemic characteristics of the minority business 
sector.  They pose major challenges to the 
owners and managers of minority firms as well 
as to those providing services that attempt to 
mitigate the adverse effects of discrimination 
and other constraints. The various components 
of consulting and technical assistance are 

described in the right column.  Business school 
programs generally fall into the second and third 
categories in which emphasis tends to be on 
delivering to clients business plans, market and 
feasibility studies and the transfer of managerial 
and other forms of business knowledge.  Less 
common in such programs are incubators, 
supplier development and loan packaging 
services. 
 In the second section of the report, the 
program that is the focus of this paper is 
described briefly in terms of the phases of 
operation and service delivery.  The main 
benefits provided to various constituent and 
participating groups and institutions are then 
described. Major challenges are presented in the 
third section.  Some implications for business 
schools and the process of minority business 
development are described along with several 
conclusions as the final section of the paper.  
Selected references from the literature on small 
and minority business development are 
indicated. 

 
Program Phases and  

Service Delivery 
 

Exhibit 2 
Operational Phases of the Business and Economic Development Program (BEDP) 

Phase 1: Selection 
of Businesses 

Phase 2: 
Development of 
Advisor and    
Mentor Network 

Phase 3: Match 
Student Teams 
w/Businesses and 
Advisors/Mentors 

Phase 4: Completion 
of Consulting Work 

Phase 5:  Follow-up 
by Director, Advisors; 
Make Short- & Long-
Term Evaluations 

Identify, recruit, and 
select target firms 
(about 15 per term) 

Experienced 
business leaders 
provide expert 
guidance and 
linkages to the 
corporate sector 

A multi-cultural 
framework is used for 
business analysis and 
team development 

Teams of students and 
advisors/ 
mentors provide 400-
500 hours of 
consulting per project 

Businesses are 
accountable to the 
Program and advisors 
for implementation 

Criteria for selection 
include potential for 
job- creation, -retention; 
prospects for sales 
growth; minimum of 
two employees and one 
year in business 

Criteria include 
Business School 
alumni status or 
several years of 
management 
experience; roles in 
business leadership 
or in the served 
community 

Fosters awareness, 
communication and 
understanding of 
racial, ethnic and 
other cultural 
differences in 
business, the 
community and 
society 

Represents substantial 
knowledge investment 
in solving business 
problems and 
contributing to human 
capital development 

Program 
accountability is 
measured; evaluation 
models elements of 
organizational  
learning and 
continuous 
improvement 



Benefits of Business  
School Consulting and  
Technical Assistance 

 
 Those who receive primary or direct 
benefits from business school consulting and 
technical assistance can be grouped into five 
broad categories.  They are shown in Table 1 
along with types of benefits and illustrations of 

how the benefits are described and/or measured.  
However, this presentation is limited to a 
description of the benefits.  They are intended to 
be illustrative, not exhaustive.  But they show 
the various ways that client firms, students, 
communities, the business school and 
supporting partners all gain from being involved 
in business school programs for minority 
business development. 

 
Table 1 

Benefits of Consulting and Technical Assistance in Minority Business Development 
Constituent/Participant Types of Benefits Description/Measures 

Client Firm(s) Market analysis      
 
 
Competitive analysis 
 
 
 
 
Strategic and program 
planning  
 
 
Business process re-
engineering 
 
Financial analysis 

Segmentation, expansion, market entry strategies that lead to 
increased revenue, profit, market share 
 
Methods and procedures for improving competitive position 
from lowering costs or making changes in prices, promotion, 
services, etc.  
 
Better resource use and organizational performance through 
decisions that increase efficiency in the management of  time, 
personnel and equipment 
 
Increased sales per-customer, gains in customer profitability 
and lifetime value 
 
Feasibility of capital or facility investment; ROI and NPV basis 
for financial decisions 
 

Student Consultants Complex problem solving 
skills 
 
Competency in 
multicultural settings, 
communications, and 
relationships 
 
Relationships with 
advisors, mentors 
 

Methods and techniques of market research; mapping 
businesses processes; segmentation; financial statement 
analysis 
 
Demonstrated success in course assignments, evaluations from 
written and oral communication  presentations; opportunities 
for internships and in job placement  
 
Continued linkages with advisors and mentors; networking 
experiences and opportunities  

Community Job-retention or job-
creation 
Technology transfer  
 

Number of jobs retained or created  
 
Increased productivity and longevity  

Business School Outreach to under-served 
sectors 
 
Effective practice- and 
service-based learning 

Publicity and public relations credits for service to the 
community 
Size of alumni and constituent base 
Instructional quality and preparation of students for the business 
world 

   
 



 By focusing on minority-owned firms in 
emerging markets and under-served 
communities, we are able to fill a unique niche 
and role.  These are firms that are generally 
recognized as having the greatest need for 
technical assistance and consulting services.  
Minority-owned firms have twice the failure 
rates and much higher loan rejection rates than 
majority-owned firms.  Business school 
programs are positioned to partially offset the 
historic under-utilization of university programs 
as reported in the small business literature. 
(Young 2002)  Finally, business school 
programs should be able to help minority firms 
overcome the cultural and educational barriers 
that may limit their access to resources aimed at 
fostering minority business development. 
 

Major Challenges in  
Minority Business Development 

 
 Several major challenges should be 
noted.  First there are challenges and limitations 
associated with limited time and scope of 
completed work.  The projects undertaken 
usually involve four-five member student teams 
working over a period of about three months (in 
colleges on the quarter system).  In our program 
we are able to extend project duration over as 
much as six months by having mentors and 
advisors take on implementation and advising 
roles.  Still this may be limited in relation to 
overall needs of the firm.  A related challenge is 
commonly a limited opportunity to address 
external challenges and constraints.  Thus, the 
macro-influences that may impose constraints 
on the client and the communities where 
projects are being carried out are usually not 
addressed.  Next, it should be recognized that 
owners (clients) may have high expectations 
relative to their investment of time and effort.  
Since most projects are intended to focus on a 
designated number of problems (given the time 
and other constraints noted above), they may 
have only limited impact on the business as a 
whole. Very likely the most daunting challenge 

of all is the fact that only a small number of 
firms can be assisted relative to the large 
number that needs assistance. 

 
Implications and Conclusions 

 
 One of our program strengths is in 
providing information needed to solve a specific 
problem.  This happens to be a weakness of 
programs as reported in Young (2002).  We 
work with firms that are in the early stages of 
growth.  Our expectation is that these owners 
will be more amenable to adapt and adopt to 
recommended changes. This should enhance the 
usefulness of what we do. We attempt to give 
particular attention to being easy to work with as 
students, staff and faculty.  In this case we 
attempt to off-set a common criticism that has 
been reported in the entrepreneurial and small 
business development literature.  
 Only a relatively small number of firms 
that could benefit from the consulting actually 
receive it.  Projects tend to focus on one need, 
when in reality the firm being assisted may have 
many needs.  The resources needed to support 
adoption and implementation of changes may be 
limited.   
 It should be recognized that constraints 
facing minority-owned firms are cumulative, 
persistent and pervasive.  In any one situation, 
program assistance for business development is 
short-term, periodic and narrowly focused.  
 But it has been established in the 
literature on program evaluation that a stream of 
benefits is provided through technical assistance 
programs. (Wood 1994)  For clients this means 
information, consultation and ideas on ways of 
solving particular problems.  For students the 
benefits include knowledge, skills and problem-
solving expertise that are developed.  For 
communities and other constituent beneficiaries 
the gains may be more secondary or indirect in 
nature. 
 There are limitations to what business 
school programs can do. We are a specialty 
service program with an orientation towards 



marketing and strategic operational studies and 
feasibility analysis.  We are not a full-service 
business development center with accounting, 
legal, financial or capital development and loan 
packaging services that are commonly needed 
by minority firms. Further, technical assistance 
and consulting are only small pieces of a big, 
complex puzzle (the goal of business 
development). Resources are quite limited for 
the job that is being attempted—contribute to 
expanding business capacity in the served 
communities. Firms and owners must change to 
make  consulting and technical assistance more 
effective as interventions that foster minority 
business development.  Yet getting owners 
ready for the needed change may not be feasible 
within a short three-four month time period. 
 Nevertheless, based on our experience 
and program evaluation results, we definitely 
occupy a valuable niche in the local minority 
business development support system. 
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Abstract 
 
 It has been three years since the National 
Minority Supplier Development Council, the 
principal link between Corporate America and 
the minority business community, modified its 
definition of “minority business.”  In line with 
government minority assistance program 
requirements, a “minority business” previously 
had to be at least 51% minority-owned.  Under 
the new policy, a firm can have as little as 30% 
minority ownership and still be eligible for 
corporate minority-targeted contracts.  This 
paper explains this re-definition and discusses 
the experiences of the first three years of this 
new policy, and the impacts and implications 
upon minority-owned businesses, consultants to 
such businesses, and to researchers. 
 

Introduction 
 
 Since the 1960s, the development and 
support of black-owned business has been an 
objective of both the public and private sectors 
in the United States.  At that time, various 
Federal, state and local government agencies 
initiated programs to further this objective, and 
subsequently many large corporations began 
programs of their own.  In more recent years, 
the focus of these programs has been expanded 
to include other minority groups and women. 
 With the Federal government leading 
this effort to develop such programs, the Office 
of Minority Business Enterprise was established 
in 1969, within the U.S. Department of 
Commerce.  Its primary activities have involved 
the funding of a wide variety of local programs 
to provide one-on-one and group assistance to 
minority businesspersons.  (This office is now 
called the Minority Business Development 

Agency.)  At about the same time, the U.S. 
Small Business Administration began to tailor 
some of its programs specifically towards 
minority businesses; both direct and guaranteed 
loan programs and federal contract set-aside 
programs (Sonfield, 1997, Whistler and 
Wichmann, 1979; www.mbda.gov; 
www.sba.gov; ). 
 In response to both economic and ethical 
pressures, many large American corporations in 
the 1970s and 1980s initiated efforts to increase 
the number of minority and women-owned 
companies as suppliers of the goods and 
services they purchase.  These corporations  
established their own programs within their 
procurement departments and joined with other 
big businesses to form minority procurement 
coordinating groups to act as clearinghouses 
between small minority firms and large 
corporations (Fitzgerald, 1995; Gupta, 1992; 
Klimley, 1996; Morgan, 1995; Sonfield, 1997) 
 In the 1990s, these public and private 
programs came under both praise and criticism.  
Supporters argued that such programs have been 
necessary to level the playing field and create 
opportunities for minority business creation and 
growth, and for job creation as well.  Critics 
contended that these programs are a form of 
“reverse discrimination” (Freeman, 1994; 
Theodore, 1995).  During this period, Supreme 
Court rulings set tough new legal standards for 
Federal, state and local minority assistance and 
set-aside programs, and both President Clinton 
and many state and local politicians issued 
executive orders to constrain or halt these 
programs.  On the other hand, most corporate 
programs were not impacted and remained 
strong (Holmes, 1995, 1996; Kirk, Franklin and 
Robinson, 1996; “Many Minority,” 1995; 
Sonfield, 1997).   



 Currently, in order to insure that these 
governmental and  private programs are 
successful in assisting minority and women-
owned businesses, most utilize formal 
definitions of such ownership.  Central to the 
Federal definition, and virtually all other public 
and private sector definitions as well, is that at 
least 51% of the firm be directly and 
unconditionally owned by one or more members 
of a minority group.  Often the term “minority” 
is now replaced by “socially disadvantaged,” but 
the listing of such groups clearly involves 
minority status:  

• Black Americans 
• Hispanic Americans 
• Native Americans 
• Asian Pacific Americans 
(www.sba.gov) 

 
 Certainly these various public and 
private programs have proven effective, as 
recent government data indicate that minority-
owned businesses are one of the fastest growing 
segments of the U.S. economy (Minority 
Business Development Agency, 2003). 
 

A New Definition 
 
 While the 51% minority ownership 
guideline may seem logical, in the 1990s certain 
problems with this definition of “minority 
business” arose.   
 Many minority owners of larger 
businesses complained that the 51% rule limited 
their ability to grow their companies.  If a 
company was currently at or slightly above the 
51% point of minority ownership, then further 
funding could only come from an expansion of 
debt.  Similarly, even firms with 100% minority 
ownership were limited in the amount of new 
non-minority equity funding they could obtain.  
Most minority companies wanted to grow for 
the same reasons as any firm does; but an 
additional impetus arose for  minority-owned 
suppliers as many large U.S. corporations in the 
1990s chose, for efficiency purposes, to reduce 

the number of their suppliers to a group of fewer 
and larger firms.  This new pressure for equity 
funding opportunities came as the IPO (Initial 
Public Offering) again became a major feature 
in the economy. 
 In response to both the complaints from 
large minority firms looking for new equity 
financing and major corporations looking for 
larger minority suppliers, a major minority-
oriented organization shook up the minority 
business community by changing its definition 
of “minority business.” 
 The National Minority Supplier 
Development Council (NMSDC) is a private 
organization which provides a link between 
Corporate America and minority-owned 
businesses.  Chartered in 1972, it is supported 
by 3500 corporate members, including most 
Fortune 500 companies, which rely on the 
NMSDC’s evaluation process by which it 
certifies the “minority” status of firms wishing 
to become eligible as suppliers to these large 
corporations.  About 15,000 minority-owned 
businesses have been NMSDC-certified and in 
2001 its corporate members reported $63 billion 
in contracts with minority suppliers. 
 In 1999, the NMSDC proposed a change 
in its definition of a “minority business,” 
entitled the “Equity Capital Initiative.”  
Basically, the NMSDC proposed to allow 
currently-certified minority-owned firms to sell 
equity and reduce minority ownership to as low 
as 30% and still maintain certification.  The 
objective was to provide equity-funding 
opportunities to those minority firms that 
desired to grow in this manner. 
 However, this proposal proved to be 
much more controversial than the NMSDC 
expected, with many minority organizations 
voicing strong opposition to the proposal.  These 
groups argued that the proposed change would 
further erode the basic concept of affirmative 
action, and would also open the door to “front” 
companies, in which minorities have prominent 
positions but the firms are actually owned and 
controlled by whites.  On the other hand, many 



large corporations supported the proposal, 
arguing that it would allow minority companies 
to grow and compete with larger white-owned 
firms, and that it would also allow big 
corporations to satisfy their concurrent needs for 
large suppliers and minority-owned suppliers. 
 After a prolonged effort to ease concerns 
and opposition by emphasizing the safeguards 
built into this new definition of a minority 
business, the NMSDC approved and 
implemented this new policy in February 2000 
with the following provisions: only currently-
certified minority companies would be 
considered, and on a case-by-case basis; and that 
minority interests would still have to maintain 
51% of the voting stock, control of day-to-day 
operations, and a majority of seats on the 
company’s board (Schwab, 2000; Wynter and 
Thomas, 2000). 
 To administer the “Equity Capital 
Initiative,” the NMSDC  has formed a special 
national certification committee to review each 
application.  Non-minority investors in the 
applying firm must be approved by the 
certification committee, and various other 
measures have been implemented to avoid the 
possibilities of “front” companies being certified 
(NMSDC, 2000). 
 

The First Three Years 
 
 The NMSDC had high expectations for 
this significant change in policy.  Minority firms 
with growth potential would be free to obtain 
the equity financing needed for such growth, 
without jeopardizing their minority status and 
their eligibility to compete for minority-targeted 
supplier opportunities.  It was expected that a 
good number of businesses currently certified by 
the NMSDC would soon seek new equity 
financing and concurrently seek this new 
certification. 
 However, a number of economic factors 
have worked against this happening.  Since the 
NMSDC’s Equity Capital Initiative 
implementation in 2000, the economy has 

become much weaker than most experts had 
expected, with the slump in technology-based 
industries being especially strong.  Thus, 
sources of venture capital financing have largely 
dried up, and many minority companies that in 
2000 envisioned significant growth potential for 
themselves in the next decade reduced their 
expectations considerably (Dingle, 2003, Long, 
2003).   
 Rather than a surge in venture capital 
funding activity, the past few years have seen a 
significant number of mergers and acquisitions, 
including the acquisition of some of the largest 
minority-owned companies by much larger 
Fortune 1000 corporations.  This trend has 
resulted in some of the strongest minority-
owned businesses losing their minority status, a 
situation very different from the NMSDC’s 
vision of the Equity Capital Initiative as the 
appropriate mechanism for the growth of these 
strongest minority-owned companies, and the 
maintenance of their minority-control status. 
 In fact, as of July 2003, only one 
company has been certified by the NMSDC 
under its Equity Capital Initiative.  En Pointe 
Technologies, Inc., headquartered in El 
Segundo, California, is a leading national 
provider of business-to-business information 
technology products and services.  The company 
was founded in 1993 and was at that time 
certified by the NMSDC as a minority business.  
In 1996 the firm went public, with its stock 
traded on the NASDAQ market.  This move cost 
En Pointe its minority business certification by 
the NMSDC, but this inflow of equity capital 
allowed the company to continue a strong 
growth pattern, and in 2003 En Pointe has over 
450 employees working out of 22 offices 
nationwide, with over 3000 customers 
consisting of medium and large corporations, 
educational institutions and government 
agencies.  FY 2002 revenues were over 
$250 million.   
 With the implementation of the Equity 
Capital Initiative, En Pointe re-applied for 
NMSDC certification.  After a thorough and 



lengthy evaluation, in May 2002 the company 
became the first company to be awarded this 
new certification as a “Minority-Controlled 
Company” (En Pointe, 2002).  
 En Pointe’s top management had high 
expectations for their re-certification by the 
NMSDC.  However, the company has found the 
benefits of this re-certification to be mixed.  
While the corporate members of the NMSDC 
understand that a potential supplier can be 
“minority-controlled” and yet have less than 
51% minority ownership, most other potential 
customers of En Pointe, in both the private and 
public sectors, do not understand this and 
continue to use the more established definition 
of a “minority business” – a business that has at 
least 51% minority ownership.  Thus, other than 
for NMSDC corporate members, En Pointe has 
had major difficulties in securing sales contracts 
from most large potential customers.  Federal, 
state and local government agencies and offices 
are generally required to continue to use a 51% 
minority ownership guideline when awarding 
contracts under minority-targeted programs, and 
non-NMSDC member businesses in the private 
sector simply do not understand the concept of 
“minority-controlled” as opposed to “minority-
owned” and continue to use the 51% guidelines 
out of habit rather than requirement.  En Point’s 
salespeople find themselves often having to try 
to educate potential customers about their 
“minority-controlled” status rather than simply 
sell the quality of their company and its products 
and services (Turner, 2003).   
 

Lessons and Implications 
 
 Clearly, minority-owned businesses that 
desire to grow, yet maintain their “minority” 
status, have some difficult choices facing them.  
Assuming that the economy provides the 
opportunities for growth, such businesses must 
consider alternative methods of financing 
growth, and the advantages and disadvantages 
of each alternative. 

 To maintain traditional “minority 
business” status, the company must maintain at 
least 51% minority ownership, and therefore 
finance growth via debt and/or equity 
investment from current owners or other 
minority investors.  Yet, as recognized by the 
NMSDC (and thus the purpose of its Equity 
Capital Initiative), major growth usually 
requires greater additional funds than can be 
provided by these methods. 
 Yet re-certification by the NMSDC as a 
“minority-controlled” company will forfeit or 
jeopardize most non-MNSDC minority-targeted 
sales contract opportunities for companies that 
are currently certified as “minority-owned.”s  So 
such a company contemplating the financing of 
further growth must choose between two less-
than-ideal alternatives.  Only if the company’s 
top management believe that significant growth 
is possible outside of traditional corporate and 
governmental minority-targeted purchasing 
programs should they consider “Equity Capital 
Initiative” re-certification. 
 If a company does opt for such re-
certification, one way to maintain some federal 
government set-aside contract business is 
through the U.S. Small Business 
Administration’s “Mentor-Protégé” Program.  
Under this program, any mid- or large-sized 
company, including a “minority-controlled” 
company with less than 51% minority 
ownership, can serve as a “mentor company” in 
partnership with a smaller minority-owned 
“protégé company” and bid for minority-
targeted federal sales contracts.  En Pointe, in 
fact, has pursued this route to government 
contracts following its re-certification. 
 Consultants and other advisors to 
minority-owned businesses should be aware of 
the NMSDC’s programs, for both “minority-
owned” and “minority-controlled” businesses.  
Most business clients are unaware of these 
programs, and the advantages and disadvantages 
of each of them, and consultants will need to 
educate their clients accordingly. 



 Implications also exist for future 
research in the field of minority business.  If and 
when more businesses are re-certified as 
“minority-controlled” by the NMSDC, it will be 
appropriate to investigate the experiences of 
these companies.  Is the Equity Capital Initiative 
a potentially beneficial program that will offer 
otherwise unavailable growth opportunities to 
minority-owned businesses, or do the 
disadvantages of the program outweigh the 
advantages? 
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Abstract 
 
 Entrepreneurs seemed to have different 
perspectives in seeking advice in the business 
planning process.  An on-going study evaluated 
the effectiveness of one SBDC “Starting and/or 
Financing Your Small Business” workshop since 
2002, and examined the differences between 
female and male participants in their 
entrepreneurial cognition related to the 
workshop learning experiences.  The results 
showed that general profiles and expectations 
between female and male participants were 
similar when they participated in the workshop.  
However female participants revealed 
significant differences compare with male 
participants in terms of the reasons of 
participating in the workshops, interests in 
learning about business planning, and self-
evaluation in venture creation after participating 
in the workshop.  
 

Introduction 
 
 Who would small businessmen and 
women talk with when they needed advice in 
making critical business decisions?  A recent 
study released by the National Federation of 
Independent Business (NFIB) in 2002 surveyed 
approximately 1500 business owners in the 
United States.  The results showed that 
66 percent of small business owners had one 
person with whom they were likely to consult 
before making any critical business decision 
(NFIB, 2002).  For those who had no one person 
that they turned to prior to making a critical 
business decision, a majority handled the 
decision “solo” (NFIB, 2002).  The most 
popular group that small business owners sought 

advice from was “accountant,” followed by 
family members, lawyers, other business 
owners, suppliers, and insurance agents and 
brokers (NFIB, 2002).  Outside advisors (non-
family members) were important to most small 
business owners, yet they were rarely a single 
person owners turned to prior a critical business 
decision (NFIB, 2002).  How about before 
starting the business? Who would small business 
owners turn to prior to starting the businesses?  
The NFIB study did not specify clearly the role 
of the advisors in pre-business decisions, where 
small business owners sought advice prior to 
creating/starting the business and any impact of 
pre-business advice on business owners after 
they actually started the businesses.   
 Various studies have discussed the high 
failure rates among small businesses or new 
ventures.  There was a declining trend in the 
number of new firms that were independent 
having fewer than 500 employees between 1990 
and 2002, while the number of the firm closures 
among all small businesses was increasing 
during the same time period (SBA, 2003).  Only 
two-thirds of newly established small businesses 
survived at least two years, about half survived 
at least four years, and survival rates also varied 
by industry and demographics such as gender 
(SBA, 2003).  Seeking professional assistance 
beyond family members might reduce the risks 
and avoid the threat of failure for small business 
owners.  However there was not enough 
information to compare and contrast the 
business expectations and experience between 
female and male entrepreneurs before they 
started businesses, especially related to seeking 
information and advice. 
 The U. S. Small Business Administration 
has developed and supports Small Business 



Development Centers (SBDC) across the 
country to provide entrepreneurs and small 
business owners assistance.  The SBDC’s 
usually provide continuing education and 
counseling opportunities for entrepreneurs and 
small business owners to prepare them to start or 
run their businesses.  This article presents a 
report of an on-going study of the impact on 
participants of one workshop provided by one 
SBDC in Louisiana. This workshop, Stating 
and/or Financing Your Small Business, is a two-
hour workshop that is conducted every three 
weeks.  The workshop has evolved somewhat 
since it was started in 1984 into the current 
configuration based on working with 
participants after their participation in the 
program.  The key functions of this workshop 
include (1) to inform entrepreneurs what they 
need to know before starting or expanding their 
businesses, to help entrepreneurs “get a handle” 
on their business, and to assist entrepreneurs to 
get their business properly planned; (2) to 
reduce the number of business counseling 
sessions and improve the quality of counseling 
sessions because workshop participants come to 
counseling sessions better prepared; and (3) to 
assist potential or existing entrepreneurs to 
discover their “entrepreneurial cognition” before 
they embark on any new ventures or expansions.  
Recently more researchers have studied 
“entrepreneurial cognition” as a series of 
complex actions of mind to process information 
through thinking and learning (Carland & 
Carland, 2000).  It is critical for SBDC staff and 
to other SBDC programs that might have or plan 
to have similar workshops to understand what 
entrepreneurs have in mind when they 
participate in this workshop.  It is also important 
for business counselors to understand whether 
this workshop meets the expectations of the 
participants, whether entrepreneurs are well 
informed after attending the workshop, and how 
the entrepreneurs would use the information 
they have obtained from the workshop.  
 A survey instrument was designed and 
tested for workshop participants to gather 

information of their perceptions and learning 
experiences immediately following the 
workshop.  This is an on-going study and the 
surveys have been conducted since 2002. The 
objectives of this article are to compare and 
contrast the responses of female and male 
entrepreneurs’ (1) expectations from 
participating in this SBDC workshop, (2) their 
perceptions of the business planning process 
after the workshop, and (3) how they intend to 
use the information and assistance from the 
SBDC after attending the workshop.   
 This study serves as an example for 
other researchers and SBDC personnel in the 
design of programs and their own impact study.  
This study would benefit researchers and 
practitioners (SBDC and others) who work with 
entrepreneurs in understanding the differences 
between Female and Male entrepreneurs in their 
assessment of programs and the business 
planning process.  This research would also fill 
some gaps in previous studies to further 
examine how entrepreneurs’ cognition differs 
among female and male entrepreneurs in 
preparation to start new ventures.  
 
Review of the Literature 
 The study of entrepreneurship has been a 
challenge for researchers.  Recently, the study of 
the entrepreneurial learning process has become 
an important issue, especially to identify 
entrepreneurial cognition (Carland & Carland, 
2000; Minniti & Bygrave, 2001).  Carland & 
Carland (2000) provided a summary of the 
definition of “cognition” – immediate discovery, 
awareness, rediscovery, recognition of 
information in various forms, thinking and 
learning, and the process of all intellective 
activities of mind.  An early study of 
entrepreneurial training found that (1) an 
entrepreneur must have the necessary skills to 
transform his desires and hopes into overt 
actions; and (2) entrepreneurial behavior can be 
learned (Durand, 1974).  Several studies had 
shown that entrepreneurship education could 
have an impact in meeting learners’ needs and in 



leading to the creation of new ventures that had 
substantial, significant employment and 
economic potential (Clark, 1984; Ronstadt, 
1985; Ibrahim, 1986).  A new trend in 
entrepreneurship the dominating decision 
makers in our economy had been identified as 
“Generation X” (Forbes, 1995), who aimed for 
more control, power, independence, and 
aggressively seeking profitability.  However 
those who would not or could not prepare for 
the challenges in new venture creation might 
have more problems, and the consequences 
might lead to failure (Acs, et al. 1999; Ryan & 
Stewart, 1994; Brandstatter, 1997; Muzyka, 
Birley, & Leleux, 1995; Demeza & Southey, 
1995; de Meza & Southey, 1996; Holta-Eakin, 
Joulfaian, & Rosen, 1993; Churchill, et al. 1987; 
Ronstadt, et al. 1986; Nye, 1991; Lee & 
McKenzie, 1993; Holtz-Eakin, Joulfaian, & 
Rosen, 1994; Ellis & Taylor, 1988; Muzyka, 
1988; Duchesneau & Gartner, 1988; Cooper, 
Dunkelberg, & Woo, 1988; Porter, 2002; 
Brodsky, 2001; Zacharakis, Meyer, & DeCastro, 
1999; Velenchenko, 1998; Whittemore, 1998; 
Butler, 1996; Carter, Gartner, & Reynolds, 
1996).  There seemed to be a relationship 
between entrepreneurial cognition and the role 
of the advisors in making business decisions 
(Brodsky, 2001; Whittemore, 1998), but there 
were no studies examining or analyzing this 
relationship.  
 Some literature discussed the emerging 
trend of increasing male entrepreneurs in the US 
and their business development influences on 
the economy (Brimmer, 1998; Muhammed, 
1999; Murphy, 1999; Burg & Kautzman, 1998; 
Jones, 1998; Wade, 1997; Baskerville & Gite, 
1996; Clarke, 1996; Donley, 1996).  Young and 
new entrants should explore opportunities to 
integrate into their communities, play an active 
role in local events, and seek appropriate 
assistance by visiting local chambers of 
commerce and Small Business Developments 
Center (Pofeldt, 1997; Huggins, 1996).  A few 
articles discussed the function of SBDC and 
their impact on various entrepreneurial groups, 

such as youth and male entrepreneurs (Hersh, 
1996; Hoy, 1982; Knight and Ferguson, 1984).  
Yet no specific details have been discussed to 
include female entrepreneurs as a part of the 
SBDC functions, or how female entrepreneurs 
differed from male entrepreneurs when 
participating in any SBDC programs. 
 According to the Center for Women’s 
Business Research, nearly half of all businesses 
were 50 percent owned by women, one in every 
seven employees were in women owned 
businesses, the number of women owned 
businesses grew 11 percent from 1997-2000 
(1 ½ times the rate for all firms), and women 
owned employer firms grew 37 percent (four 
times the rate for all firms).  Several interesting 
observations about women business owners 
included (1) women business owners were more 
likely to consult outside sources regularly than 
men (Center for Women’s Business Research, 
2003 www.womensbusinessresearch.org/ 
research/7-10-2001/7-10-2001.htm); (2) women 
were more likely to take more time in making 
decisions and to seek more information from 
others (www.womensbusinessresearch.org/ 
key.html, 2003); and (3) women owned 
businesses had outpaced the growth of all 
businesses by 1.5 to 2 times, due to new 
coaching programs, technical expertise, and 
networking among women as partial reasons for 
the increase  (Center for Women’s Business 
Research, 2003 www.womensbusinessresearch 
.org/6-24-2003.htm).  No specific discussion 
about the interactions between women owners in 
small businesses and SBDC functions was 
found.  
 A routine impact analysis of the SBDC 
often reported the quantitative measurement 
associated with clients, such as number of 
ventures assisted and created, the value of the 
equity investment, number of jobs created by 
new ventures, and funds received by consulted 
entrepreneurs. There has been no research that 
assesses the effectiveness of any specific SBDC 
programs related to the reactions of different 
participants.  Especially in Louisiana where 



male entrepreneurs play a key role in economic 
development, one would wonder if male 
entrepreneurs respond differently to the 
workshops than female entrepreneurs. This 
study follows suggestions from previous 
literature and examines differences in 
entrepreneurial cognition between male and 
female entrepreneurs when they participate in 
this free “How To Start/Financing Your 
Business Workshop” provided by SBDC - 
(1) why male and female entrepreneurs start 
new ventures; (2) what they want to learn; 
(3) what they learn; (4) how they feel about 
what they learn; and (5) self-evaluation from 
male entrepreneurs and female entrepreneurs.  

 
Hypotheses Formulation 
 Based on the literature review, a 
reasonable argument is that “male and female 
entrepreneurs’ demographics, purposes, reaction 
to business planning process, idea assessments, 
intentions, and reactions to the SBDC functions 
may be different.  Are they different, and in 
what ways are they different?   Five general 
hypotheses have been developed to test our 
research concept.  The hypotheses are presented 
in null form for the express purpose of being 
rejected.  The rejection of the null hypothesis 
permits the alternative hypothesis to be 
accepted.  
 
H01:  There is no significant difference in the 
personal demographics of female and male 
workshop participants. 
H02:  The purposes for female and male to 
participate in the workshops are the same. 
H03:  The reactions to the business planning 
process for female and male participants are the 
same after attending the workshops. 
H04:  There is no significant difference in female 
and male workshop participants’ assessment of 
their business idea and their personal and family 
readiness to continue the planning process. 
H05:  There is no significant difference in female 
and male participants’ intentions as a result of 
attending the workshop. 

H06:  There is no significant difference in female 
and male participants’ reaction to the workshop 
and the SBDC as a result of attending the 
workshop. 

 
Methodology 
 A survey instrument was designed and 
tested for the workshop participants. Survey 
questions covered demographic information and 
entrepreneurs’ perceptions of the workshop. 
Demographic information included residency, 
gender, age (in categories), martial status, and 
ethnicity.  Entrepreneurs’ perception regarding 
the workshop included their expectations of the 
workshop, information learned in the workshop, 
self-evaluation in the business planning process 
immediately following the workshop, and use 
and recommendation of the use of the SBDC. 
Variables associated with perceptive responses 
from participants’ perceptions included possible 
reasons to participate in the workshop, 
information needed for the business process, 
financial situation, family attitude, and 
willingness to use SBDC in the future for more 
assistance.  
 This is a continuing study and the 
current report is based on participants who have 
attended the workshop between the summer of 
2002 and the summer 2003. Each workshop 
participant was asked to complete a survey 
questionnaire immediately after the workshop. If 
others attended the workshop with the 
participants and were going to be involved in the 
business as a partner, they were asked to 
complete a survey.  A total of 440 
questionnaires were completed. Approximately 
10 percent of workshop participants did not 
complete the questionnaire.  
 Since most of the responses to the 
questions were revealed by level choices (for 
example, age under 25 or over 66) or 
preferences (important or not important, agree 
or disagree), categorical data analysis is more 
appropriate to compare the responses between 
female and male participants. Two instruments 
were applied to test the differences in two 



categories (Female versus Male): Chi-square 
test and Gamma test.  When sample size is large 
enough, the test results from both procedures 
should reach the identical conclusions.  P-values 
were calculated for both of the tests in all 
categories.  
 
Responses to Demographic Information 
 In the general profile of the workshop 
participants, Female was 58.7 percent and Male 
was 41.3 percent.  Sixty percent of the 
participants were over 25 and under 45 years of 
age.  Singles accounted for 29.5 percent, Single 
with Children 11.8 percent, Married without 
children 19.8 percent, and Married with 
Children 39.0 percent.   
 There was no statistically significant 
difference in the demographics between female 
and male participants of this workshop. Majority 
female (61 percent) and male participants 
(59 percent) were between 25 and 45 years old. 
About one-third of the female (39.5 percent) and 
male (38.3 percent) participants were married 
with children.  Workshop participants included 
White (64.7 percent of female and 65.3 percent 
of male), African-American (33.2 percent of 
female and 32.9 percent of male), and the 
remainders were Asian, Hispanic, and American 
Indian.  This result implies that the compositions 
of age, marital situations, and ethnicity were 
similar between female and male participants. 
 
Various Aspects of Participating in the 
Workshop 
 Previous literature revealed that poor 
business planning, insufficient business 
knowledge or market information, and lack of 
funds caused problems for entrepreneurs.  It is 
important to find out why entrepreneurs attend 
workshops, what they think is important for 
them in attending workshops, and what they 
expect to learn from the workshop. The 
workshop is designed for potential and existing 
business owners.  Most of the participants 
(82.7 percent of female and 77.1 percent of male 
participants) wanted to start a new business.  

Four percent of female and 2.4 percent male 
participants wanted to buy a business.  Thirteen 
percent of female and 20.6 percent of male 
participants wanted to expand their existing 
business.  Chi-square test revealed statistically 
significant differences that implied more female 
participants seemed to want to start or buy 
businesses compared with male participants who 
would be more interested in expanding current 
businesses. 
 To discover what entrepreneurs 
considered important, they were asked to 
respond to a series of questions about their 
expectations and ranked the importance for each 
item (important or not important).  Over ninety 
percent (96.3 percent of female and 95.9 percent 
of male) of the participants felt learning to write 
a business plan was very important.  Learning 
how to apply for a loan was important to 
87.7 percent of female participants and 
90.0 percent of male participants.  Over eighty 
percent of the participants (86.1 percent of 
female and 85.8 percent of male) believed that 
knowing where to apply for loans was 
important.  Both Chi-square test and Gamma 
test showed no differences between female and 
male participants in their interests of learning 
writing business plans and applying for loans. 
 Female and male participants might not 
have identical interests in learning how to 
estimate expenses and sales.  A significantly 
higher proportion of the female participants felt 
that learning how to estimate expenses was 
important (97.5 percent) compared to 
89.0 percent of male participants.  A 
significantly larger percentage of female 
participants (95.4 percent) wanted to learn how 
to estimate sales compared to 91.1 percent of 
male participants.   
 Defining markets and finding customers 
seemed to be consistently important to both 
female and male participants according to Chi-
square as well as Gamma tests.  Learning how to 
define target markets was important to 
92.1 percent of female participants and 
88.8 percent of male participants. Finding 



customers was important to 84.5 percent of the 
female participants and 80.4 percent of male 
participants.  Finding skilled labor was often 
identified in the literature as a potential problem 
for entrepreneurs.  There was a significant 
difference between female and male 
entrepreneurs using Gamma test when asked 
about finding employees.  Seventy-seven 
percent of female participants felt that learning 
how to find employees was important to them 
compared to 70.7 percent of male participants.   
 Creating a new business was 
significantly important to 92.6 percent of female 
participants than to the 84.7 percent of male 
participants.  Interestingly a significantly higher 
proportion of male participants (74.3 percent) 
wanted to learn how to expand a business 
compared to female participants (64.6 percent).  
Majority participants were curious about the 
business planning process (94.5 percent of 
female and 91.0 percent of male).   It seemed 
that workshop participants might not have 
enough experience or information in business 
planning before, regardless of whether they 
owned a business or not.  The results above 
indicated that female and male participants had 
different aspects about whether to start a 
business, to buy a business, or to expand a 
business.  Female participants also seemed to 
have more concerns about estimating expenses 
and sales compared to male participants.  
Several factors were commonly important to 
both female and male participants such as 
financial sources, market, and employees.  
 
Reactions to Business Planning Process after 
the Workshop 
 What did participants learn after two 
hours in the workshop?  Did they understand the 
process of business planning better than before?  
Many of the workshop participants (72.7 percent 
of female and 64.5 percent of male) agreed that 
the process of the business planning seemed 
complicated, and female participants were 
significantly more concerned about complexity 
than male participants.  A few of the participants 

thought that the planning process would involve 
a lot of work (15.3 percent of female and 
11.1 percent of male), would take too much time 
(15.9 percent of female and 9.5 percent of 
male), and would require too much effort 
(13.0 percent of female and 10.8 percent of 
male).  While most of the participants agreed 
that the business planning process was 
complicated, a majority of participants were still 
optimistic and confident about the efforts.  
Generally speaking female participants were not 
as optimistic as male participants, and 
significantly higher proportion of the females 
believed that the business planning process 
would be time consuming than males.  Based on 
previous experience with workshop participants, 
only 5-10 percent participants actually collect 
the information necessary to do a business plan.  
This lack of active pursuit of a new venture may 
result from entrepreneur’s perception of the 
work, time, and effort required to research and 
complete a business plan. 
 
Assessment of Business Ideas and Readiness 
 Although the participants felt that the 
business planning was a straightforward process, 
they might come to a different reality regarding 
their business idea and their personal and family 
readiness to embark on a new venture.  Were 
they ready to start or expand their businesses?  
Approximately the same proportion of the 
participants (29.8 percent female and 
29.4 percent male) felt that their business ideas 
seemed risky after the workshop.  Significantly 
more female participants (25.6 percent) felt that 
they were not ready to start a new venture 
contrast to male participants (18.5 percent).  
Most participants realized that the venture 
would require more money than they had 
expected (69.8 percent female and 66.7 percent 
male) and they did not have enough money to 
start the venture.  Over thirty percent 
participants (46.0 percent female and 
34.1 percent male) felt they needed more 
business knowledge, and significantly more 
female participants realized this lack of business 



knowledge than males.  Most participants 
(91.9 percent female and 86.3 percent male) 
believed that their families would support them 
in the new venture.  A substantial proportion of 
the participants indicated that they would rather 
starting businesses than being an employee 
(85.6 percent female and 84.1 percent male), 
while others had realized that they might not be 
ready for the business venture and associated 
challenges.   An interesting observation of the 
results unfolded that female participants had 
more reservation about the business idea after 
the workshop.  Compared with male 
participants, higher percentage of the female 
participants admitted that they were not ready 
for the business venture and they did not have 
enough money or business knowledge to start 
the venture. 
 
Changes in Personal Intentions 
 Participants were asked about their 
intentions to continue the business planning 
process after participating in the workshop.  
Almost all participants (94.4 percent female and 
95.3 percent male) indicated that they still 
wanted to start their new venture.   Sixty-three 
percent female participants and 67.7 percent 
male participants would try to plan for their 
business venture.  Most respondents agreed 
(96.1 percent of female and 93.5 percent of 
male) that they would collect the necessary 
information to plan their venture.  Interestingly, 
31.3 percent of female and 38.2 percent of male 
participants indicated that they would plan the 
venture themselves.  Both gender groups agreed 
that they would seek SBDC assistance 
(93.6 percent of female and 94.8 percent of 
male). Similarly, 96.5 percent of female and 
97.0 percent male participants revealed that they 
would seek SBDC counseling, and 93.4 percent 
of female and 89.2 percent of male participants 
indicated they would plan using SBDC 
assistance.  Significantly more male participants 
(85.1 percent) indicated that they would seek a 
loan than female participants (72.9 percent).  It 
is possible that some participants might have the 

access to financial resources to start their 
venture and would not need to borrow money.  
However, participants who had the financial 
resources were still encouraged to do a business 
feasibility study.   

 
Reactions to Workshop and SBDC Assistance 
 One purpose of this study was to 
determine how workshop participants felt about 
the workshop and the SBDC, whether they 
would recommend the workshop to others and 
work with the SBDC. Most entrepreneurs 
(94.8 percent female and 92.8 male) felt the 
workshop provided the information needed for 
planning the business.  Almost all respondents 
(100.0 percent female and 98.8 percent male) 
would recommend the workshop and 
(100.0 percent female and 99.4 percent male) 
the SBDC services to others. 
 
Summary, Conclusions, and Implications 
 The process of starting a new venture 
brings a variety of feelings and experiences to 
entrepreneurs. The business, a dream idea, may 
become a problem when the dream does not 
coincide with reality. Entrepreneurs sometimes 
do not realize the challenges of the business 
planning process until they seek continuing 
education or counseling assistance designed to 
assist in planning and managing a new venture.  
The relationship between gender and 
entrepreneurial cognition become important 
when the trend of the entrepreneurial activities 
show significant differences between female and 
male entrepreneurs.  There is a need to 
implement and deliver effective business 
training and counseling programs that would 
fulfill the needs of female and male 
entrepreneurs given their differences in 
expectations. 
 This study surveyed the participants in 
the “How to Start or Finance Your Small 
Business” workshop offered by one Louisiana 
SBDC since 2001.  There are some similarities 
in general between female and male participants 
in their demographics, purpose of attending 



workshops, reactions to business planning 
process, assessment of their ideas/readiness, and 
entrepreneurial intentions: 
 
(1) Most of them were between 25 and 45 

years of age, married with children, and 
White.   

(2) Most participants planned to start the 
businesses instead of buying existing 
businesses.  They wanted to learn how to 
write business plans, how and where to 
apply for loans, how to estimate expenses 
and sales, how to define markets, how to 
find employees, and they were curious 
about the planning process. 

(3) Most of the female and male participants 
felt that the business planning process was 
complicated.  However they were very 
confident and optimistic believing that the 
planning process would not take too much 
time, would not be too much work, and 
would not take too much effort. 

(4) After the workshops, a majority of female 
and male participants believed that their 
business ideas were not risky, they were 
ready to do the business, they would not 
need more business knowledge, and their 
family would support the business ideas.  
Interestingly a majority of participants also 
pointed out that they might not have 
enough money to start the business. 

(5) Did entrepreneurs change their intentions 
after participating in the workshops?  Most 
of the female and male participants agreed 
that they would still start the business, 
would try to write the business plan, would 
collect information related to the business 
planning, would seek guidance and 
assistance from SBDC, would seek loans, 
and would recommend SBDC services to 
others. 
 

 These findings were consistent with 
previous literature that new generation of the 
entrepreneurs wanted to be in control, and they 
were optimistic about their business decisions.  

Although the entrepreneurial behaviors were 
similar, the survey results discovered some 
significant differences between female and male 
entrepreneurial cognitions that had not been 
discussed in other literature: 

 
(1) Female entrepreneurs were the 

predominate audience in the workshops. 
(2) Female participants were more likely to 

want to start or create a new venture, while 
males were more interested in learning 
how to expand businesses.   

(3) Female participants were more inclined to 
want to learn how to estimate expenses 
and sales. 

(4) Female participants were more likely to 
believe that finding employees were 
important.   

(5) Female participants were more inclined to 
admit that business planning was 
complicated, and it would take too much 
time.   

(6) Significantly more female participants felt 
they were not ready and they needed more 
business knowledge compared with male 
participants.   

(7) Male workshop participants were more 
inclined to try to plan by themselves, while 
female participants were more inclined to 
seek counseling and assistance from 
SBDC or others. 

(8) Male participants were more inclined to 
seek a loan.   

 
 These findings would be useful for 
SBDC or other practitioners as they assist 
clients.  The results of this study also benefit 
entrepreneurs, researchers, and practitioners by 
providing an understanding of how female 
entrepreneurs and male entrepreneurs assess 
new venture creation differently.  Well prepared 
entrepreneurs with a business plan provide the 
foundation for a successful business. The SBDC 
program was designed to provide professional 
guidance for entrepreneurs who are willing to 
take the risks of a new venture.  Clearly, both 



female and male entrepreneurs felt they 
benefited from this workshop and felt it 
provided a base for their planning efforts.  In 
addition, they felt the need for counseling and 
would use the counseling services provided by 
the SBDC.  Most of the workshop participants 
did not seem to be deterred in their quest to 
start, buy, or expand their venture.  Clearly, 
most participants felt the workshop was 
worthwhile.  The results of this study implied 
that: 

 
• While female and male entrepreneurs were 

different in some respects, both groups 
could benefit from the workshop.   

• Entrepreneurs and small business owners 
who wanted to start or expand their 
business could and were willing to be 
better informed about the business 
planning process and how to prepare 
themselves for that process. 

• Entrepreneurs and small business owners 
understood better what they needed to do 
after the workshops. 

• Entrepreneurs and small business owners 
realized the benefits of the workshop and 
counseling they would receive from SBDC 
after the workshop.   

• SBDC staff or other counseling assistance 
providers could operate more efficiently 
and effectively if they understood the 
differences in clients’ needs and 
expectations.  

• Participants would be better prepared to 
make a business decision about their new 
venture or expansion, and would be better 
prepared to communicate their plans to 
potential collaborators. 

 
 Further studies could be expanded to: 
(1) increase the sample size so that the responses 
could be more representative, (2) expand the 
survey to other geographical areas, (3) interview 
or survey those entrepreneurs who decide not to 
start the new ventures after the workshops to 
find out why they did not proceed on their 

business idea, and (4) conduct continuous 
surveys over time to follow up with participants 
and to determine if there are trends or patterns 
among various groups of entrepreneurs. 
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Abstract 
 
 The Small Business Institute (SBI) 
student field case consulting process has long 
been recognized as a valuable instructional tool 
and community outreach vehicle.  The process 
both enhances student learning and contributes 
to economic development.  New AACSB 
accreditation guidelines would seem to 
encourage student consulting.  However, many 
professors and their administrators may be 
reluctant to employ student case consulting.  
One argument against is that the field case 
consulting process is time consuming and 
diverts professional staff time from research.  
 The goal of this paper is to show that 
there can be synergy between SBI field case 
consulting and small business research.  
Properly designed, the student field case 
consulting process provides much useful data.  
Data generated by student consulting, combined 
with pre/post surveys and/or interviews can 
yield efficient and effective small business 
research.  The paper illustrates several design 
options and provides six design 
recommendations for yielding better small 
business research through student field case 
consulting. 
 

Introduction 
 
 The Small Business Institute (SBI) 
student field case consulting process has long 
been recognized as a valuable instructional tool 
and community outreach vehicle.  The process 
both enhances student learning and contributes 
to economic development.  New AACSB 
accreditation guidelines would seem to 
encourage student consulting.  However, many 
professors and their administrators may be 

reluctant to employ student case consulting.  It 
can be argued that the field case consulting 
process is time consuming and diverts 
professional staff time from research.  
 The goal of this paper is to show that 
there can be synergy between SBI field case 
consulting and small business research.  
Properly designed, the student field case 
consulting process provides much useful data.  
Data generated by student consulting, combined 
with pre/post surveys and/or interviews can 
yield efficient and effective small business 
research. 
 To illustrate the possibilities, this paper 
refers to the student field case consulting 
process at one large, urban SBI.  A SBI 
Showcase Award winner, the example SBI has 
served over 1,000 small business clients since its 
inception in the mid 1970s.  Since 1991, over 
600 clients have been served, of which 300 
larger firms had sales of one million dollars or 
more and employed ten or more people.  
 While limited to the SBI’s service area, 
the sample of clients is diverse.  Included are 
service companies, manufacturers, job shops, 
distributors, general contractors, specialty 
contractors, professional service firms, big ticket 
retailers, and retailers of small ticket items.  
Undergraduate student teams and faculty 
prepared consulting reports for smaller firms.  
MBA student teams and faculty prepared reports 
for the 300 larger clients.  The SBI retains 
copies of all consulting reports in its archives.  
All reports include Requests for Consulting 
(originally the SBA 641 form), engagement 
letters, executive summaries and lists of 
recommendations.  Most reports for larger firms 
are comprehensive “policy” reviews that include 
management audits and complete financial 
analysis. 



 In upcoming sections, this paper first 
illustrates several design options that permit 
synergy between student case work and small 
business research.  Next the paper abstracts two 
research projects that take advantage of the 
synergy.  The paper concludes with six design 
recommendations for yielding better small 
business research through combination of 
student consulting results with traditional 
academic research methods. 
 
Design Options That Permit Synergy 

 
 This section explores design options that 
encourage synergy between student case work 
and small business research.  The mechanics of 
the SBI student field case consulting process has 
been well described elsewhere (Ames, 1990) 
(Bruckman and Iman, 1980).  Of note here is 
that much goes on before the students meet the 
business owner for the first time.  Three key, 
early steps include: client recruitment, intake 
data collection (request for consulting), and 
client screening. When one views the student 
consulting process from a  research perspective, 
it is clear that these three early steps require 
careful design and proper execution.  Together, 
systematic recruitment of clients that meet 
sample population requirements, thorough 
intake data collection, and professional client 
screening, will yield three results useful to 
researchers:  representative samples, rich 
baseline data, and clarity concerning the client’s 
pre-study  status.  In the next section we will 
illustrate how SBI field case reports can be 
successfully mined, after the fact, for data that 
supports in-depth academic research.  However, 
it is more powerful to plan research tracks in 
advance, and then to make sure that the design 
of the three early steps mentioned above will 
yield relevant results.  One of the keys to 
synergy between SBI student field case 
consulting and small business research is 

advanced planning. Working smarter, rather 
than working harder, boosts synergy (In this 
regard, with proper guidance from the 
researcher, student teams can collect much 
useful information, during the normal course of 
the student consulting process, that might 
otherwise take the researcher months of effort to 
acquire). 
 For example, assume one wishes to 
study businesses by category (manufacturer, 
retailer, etc.).  If so, client recruitment should be 
focused on developing sample size by category.  
The intake form should collect the needed 
category data.  Client screening should verify 
the client’s category.   
 Design details are important.  Consider 
Exhibit 1: Request for Consulting.  Exhibit 1 is 
the intake form ( Request for Consulting) used 
by the SBI described in the introduction.  The 
client’s self description of business type is 
collected in the section marked with the circled 
number one.  The open-ended format permits 
capture of categorical nuances.  However, if 
business type is important to one’s research, the 
open-ended, self- report of business type will 
need to be verified during the client screening 
interview.  A standard interview format will 
need to be used by the screener to insure the 
necessary verification data is captured.  
Alternatively, the researcher may prefer the 
approach used in  Exhibit 2: Excerpt from 
Request for Counseling.  An intake form 
designed by an SBDC, Exhibit 2 provides a 
checklist of business types. It is designed to be 
filled out by the screener rather than the client.  
Other important design details are illustrated in 
Exhibit 1.  First, the form in Exhibit 2 employs a 
forced choice priority scheme for the client’s 
self-report of needed help(see the section 
marked with the circled number two).  This 
version of the intake form is useful for 
comparison of self- reports of needs to expert

 



 
opinion of needs, as discussed in one of the 
research abstracts in the next section.  
Alternatively, the researcher may prefer a 

checklist with more specific needs categories.  
Exhibit 3, Excerpt from Request for Consulting 
– Version 2, illustrates such a checklist.

 



 
 
      

 
 A second, example of additional design 
detail is marked in Exhibit 1 (see section with 
circled number three).  The form asks for 
baseline performance data., specifically number 
of employees and sales revenues.  The 
researcher must decide what baseline 
performance data is sufficient and when to 
collect it.  For example, the form in Exhibit 1 
does not collect data concerning profitability, 
financial structure, or number of part-time 
employees.  Such information would be very 
helpful for a study measuring the economic 
impact of specific interventions (i.e., improved 
financial situation, obtaining debt or equity 
financing, create jobs, or retain existing jobs).  
However, prospective clients are usually 
reluctant to reveal detailed financial information 
early in the consulting relationship.  Should 
collection of such information be postponed 
until later in the engagement?  If so, who will 

collect the data, and how will it be collected? 
Often, by providing specific consulting report 
preparation guidelines, the researcher can 
delegate data collection to the student team and 
have it collected at an appropriate time.  
 A third, additional example of design 
detail is illustrated in Exhibit 1 (see section with 
circled number four).The last two sentences of 
the marked paragraph contain client release 
wording.  The researcher must consider the 
wording necessary to insure that data collected 
from the SBI client can be used for research. For 
example, the researcher may have to follow 
university human subjects guidelines when 
collecting certain types of data via student field 
case consulting. 
 Once the student teams engage with their 
clients, other important research design factors 
come into play.  Students typically prepare an 
engagement letter that includes a statement of 



work, and prepare a final written report.  To 
achieve synergy, the researcher must set specific 
guidelines for the student teams concerning the 
content, organization, and presentation of the 
final written consulting report to the client.   
 For example, SBI student teams are 
often required to prepare lists of solutions 
recommended and implemented, and solutions 
recommended but not implemented. If these lists 
are presented solely in narrative form, the 
researcher mining case files may find review 
slow and cumbersome.  Also, lists do not 
provide data on client intentions.  Exhibit 4 
presents a recommendation grid format, required 
by the SBI mentioned in the introduction, that is 
quick to review and that captures client 
intentions. 
 A second example concerns the financial 
analysis section of the student report.  The 
financial section should provide the researcher 
with valuable performance data that can be 
saved and used for longitudinal study.  
However, left to their own devises, student 
teams may employ varying formats for financial 
statements and focus on different financial 
ratios.  Hence, to achieve synergy, the 
researcher must require that students present 
their data, statements and ratios in standard 
formats, preferably those used by a major 
provider of industry statement studies such as 
the Risk Management Association. 
 This section has illustrated design 
options that permit synergy between student 
case work and small business research.  The 
illustrations serve to emphasize the need for 
planning, and also suggest the value of a well-
directed student consulting program to the small 
business researcher.  In the next section, the 
paper abstracts two research projects that take 
advantage of the synergy. 
 

Example Research Projects 
 
 Properly designed, the student field case 
consulting process provides much useful data to 
researchers.  Data generated by student 
consulting, combined with pre/post surveys 
and/or  interviews can yield efficient and 
effective small business research.   In this 
section we provide two example research 
projects to illustrate the possibilities.  Both 
studies were conducted at the SBI described in 
the introduction to this paper.  The first example 
illustrates how SBI field case reports can be 
successfully mined, after the fact, for data that 
supports in-depth academic research.  The 
second example illustrates the power of advance 
planning of research tracks, followed by 
administrative action to make sure that the 
design of the student consulting process collects 
useful data and yields quantitative and 
subjective results in useful form.  As noted 
above, one of the keys to synergy between SBI 
student field case consulting and small business 
research is advanced planning. With proper 
guidance from the researcher, student teams can 
collect much useful information during the 
normal course of the student consulting process, 
information that might otherwise take the 
researcher months of effort to acquire.  Further, 
the student teams develop an in-depth 
relationship between business owners and the 
university.  This relationship gives the research 
a high level of access to the business owners for 
follow-up, control groups, and longitudinal 
studies.               
 
Illustrative Study 1: Information Technology 
and Small Business Performance 
 The study addressed two questions.  
First, how does the owner with stronger 
financial results use information technology (IT) 
to hone the firm’s competitive edge?  Second, 
are there significant differences in IT usage 
between owners with stronger financial results 
and owners with weaker results?   

 



Exhibit 4: Recommendation Grid Example 
 

 
 
 The study sample included two hundred 
of the SBI’s larger clients served over a nine 
year period, each of which had sales of one 
million dollars or more and employed ten or 
more people.  Using MBA student consulting 
reports in the SBI’s archive, researchers 
compared the use of Information Technology by 

firms with high profit performance and low 
profit performance.   
 For purposes of this study, the 
researchers categorized the clients as 
weaker(lowest 25%), middle range (middle 
50%), and stronger (highest 25%) based on 
profit performance. Profit performance was 
defined as “% Profit Before Taxes/Total Assets” 



ratio for their industry classification, as 
published by Robert Morris Association.   Forty 
four clients fell in the lowest 25% and seventy 
three in the highest 25%.   
 Researchers created a forty question IT 
assessment instrument, using a combination of 
yes-no questions and Likert Scale responses, to 
guide review of the client reports.  Two 
independent reviewers were selected with IT 
knowledge and economics and business 
academic training.  An annotated version of the 
assessment instrument was used to train the two 
reviewers.  Before the start of the training, the 
reviewers were asked to independently research 
the evolution of the “state of the art” in IT 
during the nine year study period.  Training 
included independent, pilot assessment of 
reports (from the unused portion of the 
Population), and comparison and discussion of 
ratings with the lead researcher.  Care was taken 
to keep the assessments in the context of the 
“state of the art” at the time the client report was 
prepared.  Also, based on comments during 
training, the assessment instrument was 
clarified.  Once independent data collection was 
complete, statistical analysis revealed the 
significant IT differences between the stronger 
and weaker clients in the sample. 
 Studies, such as this first illustration, 
share common limitations such as small sample 
size, non-randomness, sample drawn from 
limited geographical area.  Also, this particular 
study had two additional limitations: use of a 
new assessment instrument, and qualitative 
adjustments for the nine-year sample selection 
window. For studies based on SBI student 
consulting reports, many common and study-
specific limitations could be mitigated by 
collaborative SBI research projects. Current 
reports can be drawn from several SBIs across 
the country.         
 

Illustrative Study 2: Perceived Need  vs. Actual 
Need: Do High Performing SBI Clients Better 
Understand Their Needs?  
 The study addressed three questions.  
First, do business owners with stronger financial 
results understand the priority of their business 
needs?  Second, are there significant differences 
in accuracy of perceived need priority between 
owners with stronger financial results and 
owners with weaker results?  Third, is there a 
significant difference in accuracy of perceived 
need priority between owners of larger firms 
and owners of smaller firms? 
 The study sample included all current 
SBI clients.  As with the first illustrative study 
above, distinction between high and low 
performers was based on Robert Morris 
Association statement study data.  Also, size 
was based on the same break point used in the 
first study.  Large companies were defined as 
more than ten employees and more than 
$1 million in sales. 
 Intake data was collected using the 
Request for Consulting shown in Exhibit 1. The 
Exhibit 1 version of the Request for Consulting 
includes a forced priority ranking of needs (see 
section with circled number two).  Upon receipt 
of the signed Request for Consulting, structured 
telephone interviews were used to confirm 
perceived need priorities and to note initial 
discrepancies. Students teams were not informed 
of needs discrepancies noted by the researchers.  
Upon completion of case reports, Solutions and 
Recommendations summaries, similar to Exhibit 
4, were reviewed for shifts in priorities.  Follow-
up interviews, including re-administration of the 
forced priority ranking, permitted confirmation 
of need priority discrepancies.  
 The second illustrative study exemplifies 
many research efficiencies mentioned earlier.  
Six stand out.  First, an administrative 
adjustment to the intake form was sufficient to 
allow the normal SBI student consulting process 
to gather baseline data.  No other special effort 
was required on the part of the researchers to 
build the sample.  Second, since intake 



telephone interviews are a normal part of the 
SBI student consulting process, researchers were 
able to serve the needs of both the SBI intake 
process and the research design with one 
structured interview.  Once the interview 
structure was established, little extra interview 
time was required to achieve the combined 
interview goals.  Third, since clients had 
requested assistance, clients were much more 
assessable for intake interviews– a great time 
savings for the researchers.  Forth, as a normal 
part of  student consulting report preparation, 
the student teams prepared solutions and 
recommendations in a form easy for researchers 
to review.   Fifth, clients remained assessable for 
the final interview.  They felt well served by the 
student consulting process and were willing to 
participate in an in depth interview.  Finally, the 
research study was affordable.  After study 
design, most of the sampling, data collection 
and organization of results were generated as 
part of the normal SBI student consulting 
process. 
 

Conclusion 
 
 The goal of this paper has been to show 
that there can be synergy between SBI field case 
consulting and small business research.  
Properly designed, the student field case 
consulting process provides much useful data.  
Data generated by student consulting, combined 
with pre/post surveys and/or  interviews can 
yield efficient and effective small business 
research.   
 We conclude with six design 
recommend-ations for yielding better small 
business research through combination of 
student consulting results with traditional 
academic research methods. 
1. Consider the whole SBI student consulting 
process when designing research studies.  Key 
early steps need careful design, such as client 
recruitment, intake data collection and client 
screening. 

2. Design details are important.  Small changes 
to an existing, informal SBI student consulting 
process can transform the process into a 
research engine, while retaining all educational 
and community outreach benefits.  
3. Specific guidelines for the SBI student 
consulting process are delegation tools.  Specific 
guidelines direct the students to contemplation 
of important business issues and improve the 
learning experience.  Specific guidelines also 
help insure that the researcher will consistently 
get needed data in useful form.  
4. It is more powerful and economical to plan 
research tracks in advance ( Illustrative Study 2) 
than it is to impose a new perspective to mine 
data from old SBI student case reports after the 
fact ( Illustrative Study 1). 
5. Combining research objectives with student 
consulting can yield larger sample sizes and 
more useable data for the researcher per hour of 
professional time. 
6.  Collaboration amongst SBIs, based on a 
common research design, can extract important 
and representative research results with little 
modification to the normal SBI student case 
consulting process. 
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Abstract 
 

This study examined the output quality 
of a microenterprise training program created to 
help entrepreneurs develop business plans for 
their ventures.  The program concludes with the 
entrepreneurs’ plans being scored by a panel of 
experts.  Hypotheses were developed and tested 
to determine the importance of feedback, key 
components of business plan scores, and 
differences between teams and solo 
entrepreneurs.  Timely feedback on business 
plan homework was the most significant driver 
of business plan quality, contributing to higher 
scores on the written plan and on the plan’s 
presentation to the expert panel.  Plans 
developed by teams also scored higher than 
those prepared by solo entrepreneurs.  
 

Introduction 
 

Microenterprises are commonly 
described as businesses with limited capital, 
operated by the owner, having few, if any, 
employees, and not a major factor in their 
market (Tezler, 1992).  

Since 1990, U.S. public and private 
agencies have created a substantial number of 
microenterprise programs (MEPs), basically to 
encourage entrepreneurship at the grass roots 
level (Servon & Doshna, 2000).  MEPs provide 
loans and training geared toward creating and 
expanding businesses.  However, they tend to 
differ from other economic development 
programs because of their smaller scale, focus 
on low-income participants, emphasis on 
training and technical assistance (Servon & 
Doshna, 2000), and complementary role in 
poverty alleviation (Servon, 1997).  

MEPs also focus on entrepreneurs who 
generally confront higher levels of adversity 
than do other entrepreneurs.  An example of this 
adversity would be the lack of access to capital 
(Office of Advocacy, 1999).  In addition, to gain 
funding from a lender, the submission of a 
formal business plan is usually required 
(Longenecker, Moore, & Petty, 2003).  Since 
many microenterprises have neither the business 
plan nor access to capital (Longenecker, et. al, 
2003), some MEPs have created loan pools to 
fund deserving business ideas (Cook, et. al, 
2001).  

Hence, this article examines business 
plan scores in an MEP, as determined by an 
evaluation of the written plan and its oral 
presentation.  Our interest is in understanding 
how the business plan development process 
affects the perceived quality of a business plan.  
This focus is important since this MEP used 
business plan scores as a quality benchmark for 
funding consideration.  The following explains 
the operation of this program: 

 
Program Background 

In 1992, a state economic development 
agency (SEDA) established a Microenterprise 
Training Program (MEP) to train entrepreneurs 
in the successful running of their businesses.  
This program enjoys a major distinction from 
otherwise similar efforts: students in this 
program were guaranteed access to lenders.  
This access consisted of working with 
instructor/facilitators, many of whom were 
lenders, during the eight class sessions, and the 
opportunity to present a completed business plan 
to a separate panel of small business lenders 
(Panel Review).  In the Panel Review process, 
five panelists first score the written business 
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plan in advance, and then score the student’s 
oral presentation before the panel.  This 
provides an external measure of the quality of 
the business plan and the student’s ability to 
present it.  The oral and written components of 
the Panel Review score were each given a score 
between 1-5, with 5 being the best.  These 
components were then combined for the overall 
Panel Review score.  Students received a bonus 
point on their Panel Review score if all 
homework assignments were completed on time.  
However, all discussion of scores in this article 
refer to the raw scores only. 
 The SEDA’s concept of providing entrée 
to lenders directly confronts the access-to-
capital weakness because it gives these 
entrepreneurs an important first contact with a 
lender.  Further, this MEP structure has a 
number of steps that would appear to reduce the 
possibility of judges’ bias in scoring.  First, 
since there are five judges for each plan, the 
rankings do not depend on just one panelist’s 
opinion.  In addition, the judges see the written 
plan prior to the oral presentation.  Hence, one 
would expect that the written business plan 
score reflects the quality of the plan only.  
 In contrast, during the oral presentation, 
the judges see, hear and question the 
entrepreneurs(s).  These sessions are highly 
interactive as lenders assess the knowledge and 
ability of the entrepreneur(s) in such areas as 
industry trends, market potential, financials, etc.  
Lenders look for the ability of management to 
adapt to changes in the market.  An oral 
presentation allows the lender the opportunity to 
question the entrepreneur(s) and assess the 
responses.  
 Ideally, a well-written business plan 
should be easy to explain and, hence, the oral 
presentation would also receive high marks.  In 
the subsequent sections, we present the 
hypotheses, methodology, findings, and 
discussion/conclusion.   

Hypotheses 
 
Importance of Feedback  

Feedback has long been recognized as a 
learning tool in the classroom (Lowman, 1995; 
Ericksen, 1984) and it is also a mainstay of 
business plan development programs (Cone & 
Weaver, 2001). In this MEP, on-time homework 
assignments received feedback from the 
instructor and facilitators to help improve the 
student’s written plan.  Using the executive 
summary of the plan, the student then practiced 
their Panel Review oral presentation at the last 
class session, which allowed feedback from the 
class.  

Since evidence suggests that preparation 
of a business plan improves firm performance 
and survival, the process is an important 
touchstone (Schamp & Deschoolmeester, 1998).  
We believed that feedback could be a driver of 
business plan quality, resulting in students 
earning a higher raw score on the business plan 
at Panel Review.  Accordingly, we offer the 
following hypotheses:  

H1a:  Graduates who earned a 
homework bonus point are more likely to have 
higher written plan scores than graduates who 
did not earn a bonus point. 

H1b:  The oral presentation scores are 
more likely to be higher among graduates who 
had a formal practice session than among 
graduates who did not have a formal session. 

 
Components of Panel Review Score  

The overall business plan score consisted 
of the written score, and the oral presentation 
score based on the student’s presentation of the 
plan at Panel Review.  Since the panelist scores 
the written part in advance and without the 
benefit of input from other panelists, one would 
expect that the written business plan score 
reflects the opinion of that panelist only.   

In contrast, the oral presentations are 
highly interactive as lenders judge the 
knowledge and ability of the entrepreneur(s) in 
all aspects of the plan, since the presentation is 
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based on the plan’s executive summary.  
Panelists also have the opportunity to question 
students and assess their responses.  

Next, research suggests that individuals 
in groups may make different decisions then 
they would if they were acting as individuals, in 
that group decisions were “riskier” than those of 
individuals (Cartwright, 1971; McGrath & 
Kravitz, 1982).  This suggests that a group of 
Panel Review judges might be willing to accept 
greater risks in a business plan presentation 
because if their opinion was wrong, the 
responsibility was shared among the judges. 
Finally, students’ appearance and 
communication skills could also have a positive 
influence on the judges.  Hence, as a result of all 
these factors, panelists might be less stringent in 
their scoring of the oral presentation  

Since we believed that the oral score 
would tend to be higher, regardless of the 
written score, the written score would likely 
improve the most in a high scoring plan.  As a 
result, there would be no significant difference 
between written and oral scores in high scoring 
plans.  

Therefore, as we believed that the oral 
presentation scores would be higher than the 
written plan scores, and an improvement in an 
overall score would result mainly from an 
improvement in the written plan component, we 
offer the following hypotheses:   

H2a:  The written plan scores are more 
likely to be lower than the oral presentation 
scores. 

H2b:  Higher scoring business plans are 
more likely to have equal oral and written 
scores. 

H2c:  Lower scoring business plans are 
more likely to have unequal oral and written 
scores. 

 
Team vs. Solo Entrepreneurs 
 As research indicates the importance of 
management teams in the growth and 
performance of a venture (Timmons, 1999), we 
were interested in determining if being in a team 

made a difference in business plan development.  
The literature suggests that a group decision is 
usually better than decisions made by 
individuals, consistent with the adage of “two 
heads are better than one” (Hill, 1982:512).  
This was particularly true on specific tasks that 
allowed for pooling of resources and error 
checking (Ryack, 1965).  The literature also 
suggested that teams would likely be less 
conservative, i.e., make riskier choices, because 
the responsibility of a wrong choice was shared 
among the members of the team (Cartwright, 
1971; McGrath & Kravitz, 1982).  It is also 
possible that other factors associated with teams, 
like “groupthink” (Janis 1982), could actually 
hurt team performance. 
 However, as one of the key strengths of 
a management team is the ability to share 
workload, it would seem likely that in business 
plan development programs where a lack of 
time is a critical problem (Cook, et al., 2001), 
teams would do a superior job on the written 
plan.  We also were cognizant that since the 
structure of Panel Review allowed for only one 
entrepreneur to make or lead the presentation, 
the potential differences between team and solo 
entrepreneur oral scores were likely to be 
minimized.  Therefore, as we believed that the 
team plan scores would be higher than the solo 
entrepreneur plan scores, and this difference 
would be evident mainly in written plan score, 
we offer the following hypotheses: 

H3a:  Overall Panel Review scores are 
more likely to be higher for business plans 
written by teams than for business plans written 
by solo entrepreneurs. 

H3b:  The written Panel Review scores 
are more likely to be higher for business plans 
created by teams than for business plans created 
by solo entrepreneurs. 

H3c: Oral Panel Review scores are likely 
to be equal whether the business plan was 
written by a team or by a solo entrepreneur. 
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Method 
 
 The authors used 4 years of data.  The 
data came from Panel Review data tracked by 
the MEP staff and included all graduates.  It 
consisted of 356 business plans that were 
presented at Panel Review, which came from 
311 solo entrepreneurs and from 45 
entrepreneurs with one or more partners.  The 
analysis reflects the Panel Review scores given 
to these 356 business plans.   
 

Findings 
 
 In this program, a Panel Review bonus 
point was awarded to graduates who completed 
all homework assignments on time.  247 
graduates earned a bonus point while 109 did 
not.  Next, beginning with the fall 2001 term, a 
formal practice presentation was required.  
Hence, 213 graduates had a formal practice 
session while 143 did not.  The average Panel 
Review score for all 356 plans was 7.2, with an 
average written score of 3.4 and an average oral 
score of 3.8.  
 
Feedback Hypotheses  
 Using a t-test, it was found that 
graduates with bonus points had a mean written 
Panel Review score of 3.5 whereas graduates 
without bonus points scored 3.1, with p=.000.  
Thus, our first feedback hypothesis was 
validated.   
 Continuing, it was found that practice 
and non-practice graduates had identical oral 
Panel Review scores of 3.84, with p=.947.  
Thus, our second practice hypothesis was not 
validated. 
 
Components of Panel Review Hypotheses  
 Using a paired t-test, the overall mean 
written score was 3.4 and the mean oral score 
was 3.8. with a p=.000.  Thus, our first Panel 
Review hypothesis was validated.  Next, we 
postulated that the oral and written components 
of higher scored business plans were more likely 

to be equivalent.  Using the overall 7.2 average 
score as a floor and comparing scores of all 
plans that scored higher, we found that the mean 
written component was 3.8 and the oral part, 
4.3, with p=.000.  Thus, our second hypothesis 
was refuted. 
 Finally, we examined components of 
only the lower-scored business plans (<7.2) and 
found that the mean written component score 
was 2.9 and the oral component was 3.2.  This 
difference was highly significant, with p=.000.  
Therefore, our third hypothesis was confirmed.    
 
Team vs. Solo Hypotheses 
 Using a t-test, the mean score for 
business plans composed by teams was 7.5 
whereas it was 7.1 for solo entrepreneurs, with 
p=.067.  Hence, our first team hypothesis was 
confirmed.  The mean written score for solo 
entrepreneurs was 3.3 whereas it was 3.5 for the 
management teams, with p=.071.  Therefore, our 
second hypothesis was confirmed.  The mean 
oral score for teams was 4.0 whereas it was 3.8 
for solo entrepreneurs.  As p=.093, our last team 
hypothesis was refuted. 
 

Discussion 
 
 The development of a business plan is a 
building process, and students who completed 
their assignments on time received feedback 
from draft sections of their plans.  This feedback 
mattered because the written scores were 
significantly higher among students who turned 
in their homework on time.  As earlier research 
suggests that completing homework on time 
would help a student graduate from an MEP 
(Cook, et. al., 2001), this study extends that 
concept by demonstrating that it also helps 
improve business plan quality among graduates. 
 In fact, on-time homework submission 
was so important that it also influenced the 
mean difference in the oral presentation score 
(p=004), resulting in the overall Panel Review 
scores to be significantly different between these 
two groups (p=.000).  The ability of on-time 
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homework submission to influence the oral 
score appears to indicate that as the written plan 
is developed and critiqued, students gain the 
ability to communicate it effectively.  In 
contrast, the formal practice presentation session 
at session eight did not influence the oral Panel 
Review score.  
 Turning to the components of the Panel 
Review score, the written plan score was 
significantly lower than the oral presentation 
score.  This was true in all circumstances.  We 
believe this occurs because written scores are 
developed in advance and over a longer time 
period.  Hence, the opportunity for independent, 
reflective judgment would tend to be greater.  
Further, we believe that judges hearing the 
presentations would tend to rate the 
individual(s) more favorably as there is an 
interaction that does not occur while rating the 
written plans.  Therefore, we correctly surmised 
that the oral component would be higher.   
 However, we believed that the scoring 
difference between written and oral would 
diminish as we examined higher quality plans.  
In examining only business plans which scored 
in the top quintile, there was still a highly 
significant difference (p=.000) in means 
between the written score, at 4.0, and oral score, 
at 4.6.  Therefore, the oral presentation score is 
likely to be significantly higher, and it retains its 
importance among all types of scoring 
situations.  This reaffirms that the foundation for 
a high scoring business plan begins with on-time 
homework completion.   
 Next, the literature discusses the 
importance of management teams in the growth 
and performance of a venture.  Our research 
agrees by demonstrating that having more than 
one entrepreneur participating in the MEP also 
improved the overall score of the business plan, 
as well as its oral and written components.  
Although the significance level was not as 
strong, we correctly anticipated that when it 
comes to researching the concept and writing 
the plan, a team approach helped.   

 However, when it comes to the oral 
presentation, the relationship also held, to our 
surprise, as only one entrepreneur made or led 
the presentation, thereby minimizing the 
differences between solo and team situations. 
 Nonetheless, since the judges had been 
introduced to all members of the management 
team prior to one of them presenting, the 
management team obviously influenced the oral 
score.  We now believe that a team’s strengths 
were evident in all areas of business plan 
development.   

 
Conclusion 

 
 Specifically, our research suggests:   
 1) The integrity of an MEP’s curriculum 
centers on feedback made possible by on-time 
completion of homework assignments that are 
drafts of business plan segments.  
 2) Oral presentation practice does not 
have an impact on output quality.  But oral 
presentation quality is positively correlated to 
on-time homework.  A well developed business 
plan positively influences presentation scores.   
 3) Partnerships have higher quality MEP 
output than do solo entrepreneurs.  This suggests 
that MEPs should encourage partners to 
participate in the MEP process to enhance the 
quality of their output 
 We believe that structuring an MEP 
curriculum to incorporate these suggestions can 
make a meaningful difference in business plan 
quality.  However, further research is needed in 
the demographics of students to help identify a 
better success profile of students who enter a 
business planning curriculum. 
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Integrating Entrepreneurs and Undergraduates in a Small Business Course 
 

Peter Markulis, SUNY at Geneseo 
 
 

Abstract 
 
 This paper reports on what the authors 
consider to be a fairly unique and innovative 
approach to teaching small business 
management and entrepreneurship. With the 
help of a Coleman Foundation grant, a small 
business management & entrepreneurship 
course was established in which 3 undergraduate 
students worked with a local entrepreneur on an 
actual business plan during the semester. At the 
end of the semester, the team (consisting of a 
representative entrepreneur and the three 
students) with the “best” business plan was 
awarded a prize. The prize consisted of a $600 
award to the student team members and a low 
interest loan (2%) of $10,000 to the 
entrepreneur. The paper presents the rationale, 
methodology and results of this integrative 
pedagogical experiment and suggests ways in 
which other business schools may use this (or a 
similar program) for capitalizing on the talents 
and experiences of both students and area 
entrepreneurs.   
 

Rationale, Goals and Purpose 
 
 The authors had several goals in mind 
for creating this course. First, we believed that 
both the local entrepreneurs, as well as the 
college students, would benefit from each 
other’s experience, intellectual abilities, as well 
as enthusiasm and energy in the area of small 
business. Second, a goal was set whereby teams 
consisting of an entrepreneur and three students 
were to work on a business plan during the 
semester. At the end of the semester, a panel of 
jurors would determine the “best” business plan 
and that plan, thanks to the generosity of the 
Coleman Foundation, would be awarded a low 
interest loan (2%) of $10,000, so that the 

entrepreneurs might be better able to finance 
their business. The student team, which 
participated in the preparation of the plan, would 
receive an award of $600. By advertising a cash 
award to students and a low interest loan to local 
entrepreneurs, it was believed the course would 
be competitive and attract a high caliber of 
students and local businesspersons.   
 

Methodology & Curriculum 
 
 Course Recruitment & Selection. 
Entrepreneurs were identified through the Small 
Business Institute (SBI), and the Small Business 
Development Center (SBDC), as well as 
through the local micro-enterprise program and 
through advertisements in the local county 
newspaper and Pennysaver/Shoppers. Students 
were recruited via email and through course 
promotions posted on various college bulletin 
boards (copies of promotions are shown in 
Appendices A1 & A2).    
 The course was limited to 10 
entrepreneurs and 30 students. The course 
quickly filled with 30 students (about 1/3 were 
non business majors), while approximately 29 
entrepreneur applications were received. The 
entrepreneurial applicants were selected based 
on the following criteria: 
1. whether they would be a good match for a 

three person student team;  
2. whether the entrepreneur had a potentially 

viable business, and; 
3. whether the entrepreneur was serious and 

able to actually fulfill this business. 
 
 The Course. The outline of the course is 
typical for a course on 
business/entrepreneurship (outline is provided in 
Appendix B).   Nonetheless, there were some 
exceptions to the standard course outline and 



requirements. First, time was allocated during 
the last half hour of each class for student teams 
to meet with their respective 
business/entrepreneurial partners.  Second, to 
enhance the program, any team could volunteer 
to participate in the workout forum, scheduled 
about halfway through the course.  The workout 
forum was suggested by a former Fortune 500 
executive, who helped coordinate the course.  
 The Workout Forum.  The workout 
forum is a device used by many corporations to 
assess the potential value of internal projects. 
For example, the workout forum has been used 
successfully by General Electric and many other 
corporations to assess internal proposals.  The 
champion (in this case, it would be the 
entrepreneur-student team) of the plan is placed 
in a position that requires them to clearly 
explain and defend their plan from the critique 
of a group of peers, which consisted of 
experienced businessmen and women. For this 
project, the workout forum serves three valuable 
functions. First, it creates a realistic, formal--as 
well as spirited--atmosphere where business 
plans can be tested, challenged and evaluated by 
practitioners and academics alike.  Second, it 
ensures that the teams take the plan and 
planning process seriously, and; third it 
discourages the team from utilizing plans 
developed by outside authors, as the team will 
have to have a thorough and well-grounded 
knowledge of their plan to pass the scrutiny of 
the workout forum jurors. Finally, the workout 
forum would establish the team’s self-
confidence. Entrepreneurs have an innate ability 
to overcome difficulties and rise to challenges 
and the entrepreneurs with their student partners 
with this kind of spirit will shine in this 
environment.   
 The critique teams for the workout forum 
consisted of five volunteer businesspersons who 
evaluated the business plan presentations.  Due 
to time constraints, it was feasible only four 
teams to make oral presentations. Six teams 
expressed an interest in going through what 
some of them called the “torture” of the forum, 

but only four were selected through a random 
process.    
 Selection of Jurors.  The “best” business 
plan was selected at the end of the semester. 
Five persons, not associated with the course, 
were asked to serve as evaluators for the ‘best’ 
business plan. Two of these jurors also had 
served as workout forum evaluators. The other 3 
jurors were new. Two were local area retired 
business persons, the third was a local bank 
president, the fourth was a faculty member who 
taught finance and the fifth one was a counselor 
at college’s SBDC. It should be noted that since 
time did not permit teams to make formal 
presentations of their plans, plans had to be 
evaluated strictly based upon their written 
copies.   
 

Results 
 
 Evaluations. The course instructor 
devised an evaluation form for the course ipso 
facto and two evaluation forms to obtain 
feedback about the teams were developed (all 
the evaluation forms can be found in 
Appendices C1, C2, & C3).  Course evaluations 
and general comments from both students and 
entrepreneurs were quite positive. Of the 29 
students in the course, 20 rated the course as 
“excellent” or “very good” while 6 rated the 
course as “good” or “fair.”  Three students did 
not complete the course evaluation. Six 
entrepreneurs completed course evaluation and 
of those, 5 rated the course “excellent” or “very 
good” and one rated the course as “good.”  
 Evaluations by External Jurors.  One 
week before the semester ended, the five 
external jurors were given copies of the plans 
and had 5 days in which to rank order them. As 
one might expect, it took somewhat longer. 
Unfortunately, the delay meant it was not 
possible to announce the winning team at a 
public ceremony. Checks and letters had to be 
mailed to the winning team and the other teams 
were notified of the winning plan by mail as 
well. 



 One-Year Follow-up.  The authors 
surveyed the entrepreneurs after one year to 
assess their business progress, as well as their 
views on the course after having been away 
from the class for one year.  It was felt that a 
one-year follow-up would have provided the 
entrepreneurs with enough time to get their 
businesses up and running. 
 Eight of the original 10 entrepreneurs 
responded to the telephone survey.  Six of the 8 
had started their businesses or had slightly 
expanded their business. Five of those six 
indicated that they felt the course was helpful in 
both in terms of working on their business plans 
(something they said they would not have had 
time for without the course) and also that the 
course gave them a comprehensive or total 
picture of what it was like to operate a business. 
One of the respondents felt that the course was 
only marginally helpful for her business. 
Nonetheless, all of the respondents indicated 
that the student teams were on the whole 
beneficial and should be continued, despite the 
fact that some of the entrepreneurs complained 
about the students contribution at the end of the 
course.   
 

Conclusion & Future Directions 
 
 In spite of some difficulties it is apparent 
that a program such as this needs to be 
continued.  The authors believed that the 
repaying of the loans by the winning 
businesspersons would provide funds for future 
programs. The authors also felt that the publicity 
generated by the program would attract area 
business donations, which would enable the 
program to be continued into the future. And, 
indeed, both of these results occurred. Although 
we were not able to generate enough money to 
provide a $10,000 loan to the ‘best’ business 
plan for the upcoming year, we have secured 
enough money thus far to provide a $4000 loan 
to the “best” business plan, as well as a $500 
award to the best student team. 

 Despite the positive results for the 
course, there were some downsides, which in 
retrospect were predictable. For example, some 
entrepreneurs complained that the students were 
not providing any assistance, while some 
students felt that the entrepreneurs “blew them 
off.” This was a minority view, but something 
that needs to be investigated in the future. 
Perhaps, more time must be given to individual 
teams ensuring that they are at least working 
well together as a ‘team.’  For the next course, a 
more constructive and ongoing assessment 
system, particularly for the teams, will be 
devised. Expectations for both parties need to be 
clearly spelled out and managed carefully during 
the course. 
 Course Completion. A stark, but 
unfortunate reality of the course was the drop 
out rate. One student dropped the course 
halfway through and three entrepreneurs left 
during the semester. The entrepreneurs 
departing caused great consternation among the 
students because the students had lost their 
business plan partners.  These students would be 
frustrated, not only because they had gathered 
some data or conducted some kind of analysis 
during the week and wanted to share that with 
the entrepreneurs, but they also knew that part 
of their grade depended on a completed business 
plan. These students were re-assigned to 
existing teams.   Further, two entrepreneurs who 
stayed in the course never completed their final 
plans.  Nonetheless, the student teams worked to 
complete some type of reasonable plan on 
behalf of the slow-paced entrepreneurs. 
 The authors hope to deal with the 
attendance issue in two ways for the upcoming 
term. First, rather than pairing a 3-person 
student team with one entrepreneur; a 3-person 
student team will be paired with two 
entrepreneurs during the semester. That way, if 
one of the entrepreneurs drops out of the course, 
the students will have at least one entrepreneur’s 
business plan to work on during the semester. 
Further, entrepreneurs who are accepted into the 
course will be asked to sign a “contract” stating 



that they will continue with the entire course and 
work with the student team on the business plan 
for the duration of the semester. 
 In conclusion, the business school 
faculty believes that a program such as this may 
be beneficial to many undergraduate business 
programs. Undergraduate business students 
often lack the experience and realism of 
entrepreneurial world and can benefit from a 
face-to-face program such as this. Entrepreneurs 
often find students bring a fresh and different 
insight into their business ideas. Students can 
also assist them with research and writing. Both 
parities benefit by having a certain amount of 
“pressure” on them to complete a viable 
business plan for the semester. Finally, it is very 
possible that the synergism which occurred 
between the students and the entrepreneurs was 
a major factor in both business plan completion 
as well as business plan success. 
 

Appendices 
 
Appendix A1: Promotion to Students  
 
ENTREPRENEURSHIP COURSE 
• Want to become an entrepreneur? 
• Want to learn about entrepreneurship? 
• Want a chance to work with an “actual” 

entrepreneur? 
• Want a chance to win cash awards? 
• Want to own or manage a small business 

someday? 
 
Then go to KnightWeb and register for 
MGMT 280 (Small Business Management) for 
the Fall 2002 semester. Course will be offered 
on Tuesday evenings from 6:00—8:30PM.  
Remember that space is limited and demand 
high—so don’t wait!   
 
Course partially sponsored and funded by a 
grant from the Coleman Foundation 
 

Appendix A2: Promotion to Local 
Entrepreneurs 
 
A Course on Small Business Management & 
Entrepreneurship for Local Entrepreneurs and 
prospective Entrepreneurs 
 
The SUNY-Geneseo, School of Business, in 
conjunction with the SUNY-Geneseo Small 
Business Development Center, is pleased to 
offer a course directed toward small 
businesspersons or prospective businesspersons 
in the greater (name omitted) region for the Fall 
2002 semester—and it is FREE! 
 
The course will meet on Tuesday evenings from 
6 to 8:30PM starting on August 27 and running 
until Dec. 1st.   
 
The course will cover all the topics important 
for a small business, including marketing, 
finance, record keeping, taxes, financial 
statements, legal issues and management among 
others. A special feature of the course will be 
student assistants. These are students who have 
expressed an interest in small business and 
entrepreneurship and will be taking the course 
along with you. One of their main tasks during 
the semester is to assist you in developing a 
viable business plan for your business. There 
will be cash awards both to the students and to 
the business (or prospective business) that 
develops the “best” plan during the semester. 
 
If you are interested in this opportunity, please 
complete the application form on the following 
page and submit it ASAP. Remember, there are 
a limited number of spaces available in the 
course, so do not delay! Mail (or email) to: 
Small Business Development Center, SUNY-
Geneseo by August 15th. 



Appendix B:  Course Outline 
 
The outline of the course adhered fairly close to 
the chapter topics presented in Hisrich & Peters’ 
ENTREPRENEURSHIP (4th edition) published 
by Irwin/McGraw-Hill Company (see outline 
below). 
 
TENTATIVE COURSE OUTLINE 
 
Week 1  
-- Nature & Importance of Entrepreneurship 
--Introduction to course and work-out forum 
--The Business Plan (models and critique) 
--Preliminary thoughts on YOUR plans 
    (chapters 1 & 7 of Hisrich & Peters) 
Week 2 
--Characteristics of Entrepreneurs and  
Entrepreneurship 
    (chapters 2 & 4 of Hisrich & Peters) 
Week 3 
--Creativity, the Entrepreneur and the Business 
    (chapter 3 of Hisrich & Peters) 
Week 4 
--Legal & Ownership Issues for the entrepreneur 
    (chapter 5 of Hisrich & Peters) 
Week 5 
--Functional Planning and Plans 
    (chapters 8 & 10 of Hisrich and Peters) 
Week 6 
--Accounting for the Entrepreneur 
    (chapter 6 of Hisrich & Peters) 
Week 7 
--Sources of Capital 
--Midterm EXAM 
    (chapters 11 & 12 of Hisrich & Peters) 
Week 8 
--Work-out forums 
Week 9 
--Business Insurance 
Week 10 
--Getting Started:  REALLY! 
    (chapter 10 of Hisrich & Peters) 
Week 11 
--Managing Early Growth & Expansion 
    (chapters 14 & 15 of Hisrich & Peters) 

Week 12 
--Going Public or Termination 
    (chapters 16 & 17 of Hisrich & Peters) 
Week 13 
--Taxes 
Week 14 
-- Teams wok on final copy of plan 
Week 15  
--De-briefing, Review and Final EXAM 
 
Appendix C1:  Course Evaluation 
 
RATING OF TOPICS  
(Ratings: Excel, Very Good, Good, Fair, Poor, 
Awful) 
                                                                                            

Going Into Business                 (instructor) 
The Business Plan                    (instructor) 
Recordkeeping                          (Jennifer) 
Insurance                                  (John) 
Talking To Your Banker          (Bob) 
Marketing Part A                      (Instructor) 
Marketing   Part B                    (Instructor) 
Spreadsheet Applications         (Instructor) 
Financial Statements                (Barbara) 
Tax Issues                                 (Steve, CPA) 
Legal Issues                              (Anne, Esq) 
Workout forum 
Business Plan sessions with partners 
Course was generally well organized 
OVERALL RATING 

 
List in order the FOUR topics, which you feel 
were the MOST important and relevant to you. 
 
List in order the FOUR topics that you feel were 
the LEAST helpful and useful to you. 
 
List in order three topics, which you feel, could 
have used more coverage. 
 
Which topic or topics (if any) were presented in 
too technical a way? 
 
What was the BEST aspect (if any) of the 
course? 



What was the WORST aspect (if any) of the 
course? 
 
Any comments on the meeting times, days or 
dates for the course. 
 
What comments would you offer for the next 
course? 

 
Appendix C2:  Student Evaluation 
 
STUDENT ENTREPRENEUR EVALUATION  

Your Name _____________________________ 
 
This form is confidential.  Please note that your 
candid responses to each of the following 
questions will help the instructor arrive at a final 
determination of an appropriate grade. 
 
List the students in your group 
 
List the entrepreneur(s) in your group 
 
In your judgment, briefly describe how you feel 
the entrepreneur in your group developed (in 
terms of their business plans) during the course 
of the semester.  
 
Entrepreneur __________________________ 
 
Evaluate Yourself & Your Student Partners: 
 
YOURSELF 
(Ratings: Excellent, Above Average, Average, 
Below Average, Poor) 

 
Effort 
Creativity and enthusiasm 
Cooperativeness 
Intellectual contribution 
Professionalism 
Openness and receptivity to thoughts and 
opinions of others 

Appendix C3:  Entrepreneur Team Evaluation 
 

STUDENT PARTNER EVALUATION (for 
entrepreneur) 

 
Your Name _____________________________ 
 
This form is confidential.  Please note that your 
candid responses to each of the following 
questions will help the instructor arrive at a final 
determination of an appropriate grade.  PLEASE 
PRINT CLEARLY!! 
 
List the students in your group. 
 
List the entrepreneurs in your group. 
 
Please evaluate the contribution each student 
team member made to your business plan by 
both checking the appropriate boxes and writing 
a short commentary: 

 
Student Partner: (name)    
 
(Ratings: Excellent, Above Average, Average, 
Below Average, Poor) 
 

Effort 
Creativity and enthusiasm 
Cooperativeness 
Intellectual contribution 
Professionalism 
Openness and receptivity to thoughts and 
opinions of others 

 
Comment below to describe the most useful 
contributions this team member made to the 
project.  Provide other comments as appropriate. 
Were there areas where they should/could have 
helped but didn’t? 
 



What Do Successful Entrepreneurs  
Think of a Business Plan? 

 
Abbas Nadim, University of New Haven 

Kellen Maia de Sa, University of New Haven 
 
 

Abstract 
 
 The importance of a business plan has 
been argued from both sides. Some argue that it 
is not needed for the success of a business and it 
is only used for borrowing from a bank or 
raising money from a venture capitalist. A 
questionnaire was sent out to the list of 100 Hot 
Entrepreneurs published in the June 2002 issue 
of Entrepreneur Magazine by email as well as 
by regular main asking them if a business plan 
was instrumental in the success of their 
business. The results do not firmly demonstrate 
that the success of a business start up is 
dependent on a well-written business plan.  
 The importance of a business plan as a 
major contributor for successfully launching a 
new business is a source of controversy. 
Interestingly enough, most of the available 
literature focuses not on the relationship 
between writing a business plan and the success 
of a business, but rather on not writing a 
business plan for a business and the subsequent 
failure of said business (for example, see Labich 
1994; Perry 2001). Mary Baechler, in the 
February 1996 issue of Inc. Magazine posed a 
critical question (Baechler 1996): Do Business 
plans Matter?  
 Baechler stated that people who write 
business plans for a living, such as consultants 
or employees of various small-business centers 
who have only limited experience in running a 
business or getting a business loan, will tell you 
how needed they are, but most times their effect 
is just cosmetic: “[…] when your numbers are 
good, you don’t really need a plan. When your 
numbers are stinko, a business plan doesn’t fool 
anyone.”(Baechler 1996, p.21). They are really 
only needed when seeking loans or investors, 

and even then the best written business plan 
cannot mask poor numbers. 
 This controversial view is not commonly 
shared in the literature of entrepreneurship, the 
small business management and 
entrepreneurship textbooks. Actually, a review 
of most entrepreneurial and small business 
management textbooks demonstrates the fact 
that the content of most of them are structured 
around the outline of a business plan, and how 
to write one (for example, see Bygrave 1994). 
This is in addition to numerous ”how- to” books 
and software dedicated to business planning and 
writing a business plan, including titles such as 
“Your First Business Plan” (Corvello and 
Hazelgren 1995), “The McGraw-Hill Guide to 
Writing a High-Impact Business Plan: A Proven 
Blue-Print for Entrepreneurs” (Arkebauer 1995) 
or “How to Prepare and Present a Business Plan 
(Mancuso 1983).  
 A business plan invariably is referred to 
as “a document prepared by entrepreneurs, 
possibly in conjunction with their professional 
advisors, detailing the past, present, an intended 
future of the company. It contains a thorough 
analysis of the managerial, physical labor, 
product, and financial resources of the company, 
plus the background of the company, its 
previous trading record, and its market position. 
The business plan contains detailed profit, 
balance sheet, and cash flow projections for two 
years ahead, and less detailed information for 
the following three years. The business plan 
crystallizes and focuses the management team’s 
ideas. It explains their strategies, sets objectives, 
and is used to monitor their subsequent 
performance.” (Bygrave 1994, p.441) 
 The preparation of a business plan 
exercises critical thinking skills vital to 



assessing the concept’s potential success or 
failure. “A business plan must be a 
communications tool for investors, suppliers, 
employees, and others interested in 
understanding the operations and goals of your 
business. If you don’t plan for the success of 
your business, you will fail.”(O’Hara 1994, p. 
71) 
 Steven Maranville argued, “failing to 
plan is planning to fail” (Maranville 1999, p.1). 
He attributes two primary purposes for a 
business plan, a tool for the owner, the 
entrepreneur and a mean for communicating 
with all the stakeholders. Maranville also 
presented a strong argument for business 
planning and organizational learning and 
assigned four critical functions to business 
planning: framing the learning process, 
articulating the premises of the organization, 
serving as the organization memory and 
facilitating reflection. (Maranville 1999, p.3f.) 
 The controversy remains, whether a 
business plan is a guide to help an entrepreneur 
or if it is just a tool to obtain a loan or venture 
capital. Stephen Perry argued that a formal plan 
might have limited value and utility for business 
with fewer than 15-20 employees if it is not 
required for the purpose of obtaining a loan. 
(Perry 2001, p.205) Rue and Ibrahim in an 
article in the Journal of Small Business 
Management offered the argument that “ 
[business] planning increases the success rate 
but it also affects the level of performance” in 
small businesses. (Rue and Ibrahim 1998, p.24) 
 

Methods 
 
 To test this proposition we sent a brief 
questionnaire to the list of 100 Hot 
Entrepreneurs published in the June 2002 issue 
of the Entrepreneur magazine.  Since only 65 of 
the businesses listed had an email address we 
sent 35 questionnaires through regular mail. We 
repeated the process after three weeks in order 
to get more responses. 

 The questionnaire was simple and easy 
to respond to. The online version had a click 
option where each respondent could click yes or 
no to all the questions except the last one. In the 
last question the respondent had the option of 
responding to one or more of the six options 
made available.  The respondents also had the 
opportunity to make comments and suggestions.  
 Once the questionnaire was completed, 
the respondent could click a sent button and the 
responses were saved in an email account set up 
for this study. The hard copy, sent to 
respondents with no email address, was the 
printed version of the online questionnaire. A 
return postage paid envelope was provided for 
this purpose. We received 21 responses (32.3%) 
by email and 10 responses (31.42%) by regular 
mail, which represents a return rate of 32% in 
total. 
 The questionnaire had the following six 
questions, questions 1 to 5 with a yes/no option 
each and question 6 with four possible answer 
options (it was possible to check more than one 
option): 
 
1. Have you ever written a business plan?   
2. Was a formal business plan written prior to 
the start of your business?    
3. If the answer was yes, did it help your start up 
process?     
4. Did your start up process suffer from a lack of 
a formal business plan?    
5. Was a business plan written after the start of 
your current business?         
6. If the answer was yes, why did you write it?  
  

0  To get a bank loan 
0  To satisfy third parties 
0  To get venture capital money 
0  To have a plan of a business for myself 
0  To get other types of outside funding 
0 Other reasons 

 
 From the totality of the respondents, 
93.8% had a written business plan, but only 



59.4% of them had written the plan prior to start 
of their business.   
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 A further 56.3% were convinced that the 
business plan helped the start up process, 6.3% 
responded that it did not, and 37.5% did not 
provide an answer to the question. 
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 More than 93 % of the respondents 
replied that the start-up process did not suffer 
from a lack of a formal business plan, 3.1% 
responded that it did, and 3.1% did not provide 
an answer to the question. 
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 The answers to why a business plan was 
written are summarized below: 
 
 . To get a bank loan 16.13% 
 . T satisfy third parties 9.68% 
 . To get VC money 6.45% 
 . To have a plan of the business 35.48% 
 . To get other types of outside funding 3.22% 
 . Others 12.9% 
And 16.14% did not answer the question.  



 The respondents were asked to provide 
comments, which are summarized below. The 
numbers in parentheses refer to the sequence of 
respondents. 
 

• (1) A formal plan, while arguably 
“fluff”, forces a business developer to 
articulate the details of his/her intent and 
risks. It is likely this “forced reality 
check” that is key rather than the plan as 
a day-to-day managerial guidance. 

• (3) My business plans were always 
drawn up in order to help me run my 
business on a daily basis. My plans were 
more of a budget style plan. This 
allowed me to plan when we would 
increase staff and grow into new 
locations. I hope this helps somewhat. 
Thanks 

• (7) The bank looks it over, but lets face 
it – I know more about their business 
than they do about mine. I had the 
collateral – The biz Plan was a big waste 
of my time. 

• (10) A business plan was written one 
year after the start up of the business to 
revise the original plan.  

• No new business should forgo a business 
plan – a plan is part of your successes or 
failures and direction of the company. A 
lot of thought, action, etc goes to a well-
executed business plan.  

• (13) We put a very detailed business 
plan together prior to starting the 
business. This was done for two reasons. 
First we were risking a lot of our own 
money and wanted to be certain we were 
going in the right direction. Second we 
needed it to secure our bank financing. 

• (15) We initially revised the business 
plan for two reasons: 1) to secure a line 
of credit and have it ready should we 
decide to take on VC 2) the original plan 
was so funny to ready a year later that 
we were compelled to make it more 
realistic. 

• (17) A business plan is necessary; it is 
the only map a small business has to stay 
on course. 

• (19) The business plan is important for 
outside funding. As far as one needed for 
the operation of the company…business 
is no different than life. Every action has 
an equal or greater reaction and you 
must have a general direction and goals 
that need to be attained but you must be 
able to change and adapt the business 
daily. 

• (20) It seems that a formal business plan 
is primarily a tool to procure investment 
capital. 

• (22) The business plan is just a 
framework to start the business but after 
the first year only 30% of that is still 
valid the other 70% is completely 
different than expected. 

• (25) A business plan is a roadmap. 
Without one you are likely to get lost or 
waste a lot of time. Who would go 
walking in the woods for the first time 
without a map, compass, GPS. Cannot 
get venture capital funding or bank loans 
without being able to express why the 
business is going to be successful and 
what is the anticipated progress that one 
can expect. We update our business plan 
annually and look out 3 to 5 years. 

• (26) Additionally, to provide 
management with a high level view of 
where the business is going, the methods 
planned to get us there, and the time 
frames and expected results. “If you 
don’t know where you’re going, any 
road will take you there”. 

• (29) Requirement of the small business 
disadvantaged business certification 
issued by the US-SBA. 

• (30) A business plan is a road map for a 
business to follow. A start-up without a 
plan can easily get off course and fail. 
You have to review your business plan at 
least once per year and adjust the course 



as required to reach the end you desire. 
You can not let your business plan get 
stale, an out of date plan will not serve 
well to move the business forward. 

 
Discussion 

 
 The response rate was rather low, 
preventing us from making a sweeping 
generalized conclusion. While a majority of 
respondents had written a business plan, only 
over half of them had done it prior to start of the 
business. It is safe to conclude that there are 
numerous benefits in writing a business plan. 
However, it is not firmly demonstrated that the 
success of a business start up is dependent on a 
well-written business plan. 
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Recovery Prior to Succession:   
A Case Study of a Family Business Facing Unexpected Turmoil 
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Introduction 
 

Jonathan Parker, 62, is the owner of 
Soak & Swim, Inc., a local pool and spa retail 
company located in North Florida.  He bought 
the company from its founder in the early 70’s 
and has taken great pains to build the stores 
revenues in order to pass on the company to his 
son, Joe.  Since the beginning of Jonathan’s 
tenure, there has not been a year in which same 
store sales did not exceed the previous years.  
However, last summer the company began a 
critical sales slump, in which revenues have 
dropped nearly 19% from the annual $3 million 
dollar sales goals set by the father-son 
management duo. In addition, increasing 
operating costs have been forcing the company’s 
profits closer and closer to the break-even point.  
Furthermore, the aptitude for this summer’s 
sales seems less and less promising, with 
weather forecasts of constant showers and 
tropical storms, couples with a still struggling 
national economy. 
 Jonathan wants to be able to pass on the 
business to his son in a more stable position.  
Joe, 28, has been a sales manager in the 
company for just over two years now.  After 
completing an MIS degree, he worked a 
corporate job for a few years before returning to 
Jacksonville to help his father after the loss of a 
key sales person.  Joe has caught on to both the 
technical and sales aspects of the business when 
it comes to performing front-line duties, but is 
unfamiliar with many of the critical tasks that 
allow the company to operate daily, such as 
dealings with vendors and Soak & Swim’s 
warehouse procedures. 

Soak & Swim currently has three stores 
in Jacksonville Florida.  The location in West 

Jacksonville has the company’s largest sales 
floor and serves as the company’s headquarters.  
Soak & Swim also stores its excess inventory at 
this location.  An average of 48% of total sales 
come from the West Jacksonville location, 31% 
from the Southeast Jacksonville store, and 21% 
from the three year old outlet in the northern 
part of the city.   

Soak & Swim employs about 51 
employees, varying somewhat with regular 
turnover of younger staff either leaving for or 
graduating from college each year.  The 
employees include two bookkeepers, sales and 
general front-line staff, store managers, and 
installation teams.  During peak sales periods, 
sub-contractors are also used for installing Soak 
& Swim’s core pool and spa products.  
Communication with employees is superficial at 
best.  Management says they encourage 
interaction, but employees note that no such 
efforts have been made.  Salesmen have hardly 
any negotiation power; they are not allowed to 
adjust prices and often times have to contact the 
“big boss” to seek approval on minor issues. 
This has particularly had an adverse effect on 
the morale of sales force, since they lose 
business to their competitors with more 
flexibility to cut deals within a reason.  They are 
also paid an hourly wage with steady weekly 
hours even during the off-season!  Furthermore, 
there are no employee performance incentives or 
systematic sales and service evaluation 
procedures. 

Soak & Swim currently has a database of 
over 4,900 customers living within 10 miles 
from at least one of its stores.  They average 
about 200 pool or spa sales each year, 93% 
being from new customers.  Other customers 
either return for accessories, parts, water quality 



testing services, or are reeled away by Soak & 
Swim’s overly aggressive competitors.  The 
company neither surveys customers on how they 
heard of Soak & Swim, nor does it follow up 
with post-sale advertising or customer 
appreciation materials.  Soak & Swim did, 
however, release a full color catalog recently, 
mailing it to its entire database.  The company’s 
website is posted for information purposes only, 
not supporting online product sales to either the 
North Florida region or outside markets. 
 Soak & Swim does not have a strategic 
plan and although its mission statement is 
prominently displayed on the website, not even 
Jonathan can remember that it exists.  
Management is very involved in day-to-day 
operations, often performing the duties of sales 
and general staff.  This micromanagement style 
is not only a source of continuous complaints by 
the majority of employees, it has left little time 
for the Parkers to critically evaluate their 
business, formulate a strategic plan, or visit their 
website to recall the company’s mission! 

The core products that the company sells 
enjoy a national reputation for quality, but are 
also sold by the large majority of pool and spa 
retailers.  Thus, the market is highly competitive 
and pool and spa retailers are working feverishly 
to differentiate themselves by cutthroat pricing, 
value added services, and customer relationship 
building activities. Soak & Swim, however, has 
a clear niche in water purification chemicals, 
which exceeds the quality levels of mass 
merchandisers, home improvement stores, and 
direct mail discount retailers.  It is worth noting 
that the company has added one new product 
during the last few years.  It is the only pool and 
spa retailer that is selling the trendy decorative 
concrete used by customers to enhance the 
aesthetics of their pool.  However, competitive 
pressure has forced most players to diversify 
their product lines by adding additional products 
such as saunas, misting systems, and gas 
fireplaces. 
 Until the recent sales slump, Jonathan 
was seriously thinking of retiring next year, 

leaving the business to his son.  In fact Mr. and 
Mrs. Parker have put a down payment on a 
condo in Vero Beach and have been spending a 
lot of time visiting furniture stores and planning 
for a retirement gala.  Joe Parker is equally 
delighted that after so many years of waiting he 
will be in charge of the business and will have 
the opportunity to run the business his way.  
However, the unexpected and precipitous 
decline in sales over the past several months has 
brought several operational and strategic 
problems into light.  Jonathan, an ambitious 
entrepreneur, who worked so hard to build a 
successful business, cannot comprehend the 
magnitude of the problems he faces and does not 
want to leave this business to Joe before 
identifying the underlying causes of those 
problems. 
 

The Industry 
 

 Since 1996 the market for swimming 
pools has been growing at an annual rate of 
11%, with only minor fluctuations in both above 
ground and in-ground markets.  Swimming pool 
sales represent about $3.95 billion of total 
industry revenues, while the $1 billion national 
spa & sauna market makes up the remaining 
segment.  This ‘hot water’ market has grown 
43% in the last decade.  Above ground pools are 
sold at over seven times the rate of in-ground 
pools.  However, new financing incentives made 
possible by banks and encouraged by the 
declining interest rates on home equity loans are 
encouraging growth in the market for in-ground 
pools.  The pool market is also correlated to the 
market for new homes.  The cyclic sales of the 
industry tend to fluctuate the year after a similar 
fluctuation in the new home market.  Single-
family homes construction has increased an 
average of 4.2% each year since 1995, 
throughout the state of Florida. However, recent 
national events have caused mixed emotions 
among pool and spa retailers.  The lingering 
deterioration of tourism has increased the time 
that families spend ‘vacationing in their 



backyards.’  Families are spending more time 
together and putting more emphasis on their 
quality of life.  Some retailers have benefited 
from this trend and tend to be optimistic about 
the future. Others, like Jonathan and Joe Parker, 
remain skeptical, citing economic downturn, job 
loss, and decreased spending on luxury items. 
However, existing pool owners must protect 
their investments by spending additional monies 
on chemicals and water treatment, but are 
looking for lower cost ways to meet their needs. 
 Soak & Swim’s competition is 
composed of five local pool and spa retailers, 
national home improvement store chains 
(Lowe’s and Home Depot), the mass 
merchandiser Wal-Mart, and a plethora of direct 
mailers and Internet retailers.  Other than Wal-
Mart, only two competitors, Superior Design 
Pools & Spas, and Royal Palm Pools and Spas, 
have larger product lines that Soak & Swim.  
Royal Palm also offers pool cleaning and 
maintenance service to its customers, an activity 
in which no other retail competitor is currently 
engaged.  Superior Designs is Soak & Swim’s 
greatest competitor, also having three locations, 
all of which are in different areas of 
Jacksonville.  Aqua Vista Custom Pools and 
Royal Palm tend to be a bit pricier than Soak & 
Swim, but Aqua Vista does not perform water 
quality tests. Renaissance Pools is Soak and 
Swim’s most similar competitor, having similar 
product and service lines and charging nearly 
identical prices.  However, Renaissance 
concentrates its marketing on the higher class 
client as well as servicing the majority of the 
area’s resorts/hotels. The last competitor is 
Workingman’s Pool and Garden Center, which 
primarily serves as a landscaping product 
company, selling and installing fishponds, 
birdbaths, and other materials, marketing pools 
as a supplementary source of income. 

 Brand loyalty is moderate among the 
customers of the specialty retailers and home 
improvement stores, while the customers that 
typically order online or from the direct mailers 
have been proven to migrate towards the vendor 
with the best perceived value for their dollars.  
Most customers return to the store that sold 
them the pool or spa when they need to order 
parts, but tend to be more flexible when needing 
accessories or chemicals.  The barriers to entry 
are moderately high; all of the current retailers 
have been in business for over 20 years and 
have nearly saturated the market.  Another entry 
would have to come from an established 
company expanding into the area in order to 
present any real threat to the existing businesses.  
 There is also a new, moderately priced 
product available that eliminates the need for 
constant chemical water treatments, saving the 
customer both time and money.  This ionized 
water purification system has become popular in 
the southwest United States, but is only 
distributed through a few retailers in the 
southeast.  In fact the closest two retailers 
offering this product are located in Miami and 
Northern Georgia.  California has eight 
distribution centers throughout the state whereas 
Florida only has the one. 
 

Instructions to Students 
 
 You are expected to identify the causes 
of problems for Soak & Swim.  In doing so, you 
may want evaluate the financial statements; 
compute critical financial ratios and compare 
them against the industry benchmarks; develop 
break-even charts; develop incentives for 
employees; and develop strategic 
recommendations for the long term survival of 
the firm. Some of the information that you may 
need to complete your analysis is included in the 
appendices: 

 
 
 
 

 Income Statement for Three Years (Appendix A) 

 Balance Sheet for Three Years (Appendix B) 

 RMA ratio calculation guide (Appendix C) 

 Price and Quality Comparisons between Soak & Swim and competitors (Appendix D) 



 
Appendix A 

 
INCOME STATEMENT Year 1   Year 2   Year 3   
Common Sized $ % $ % $ % 
              
Sales-W. Jacksonville 1,678,912 57.2% 1,877,349 55.3% 1,318,788 48.0% 
Sales-S. Jacksonville 935,891 31.9% 948,005 27.9% 851,399 31.0% 
Sales-N. Jacksonville 320,774 10.9% 567,649 16.7% 579,164 21.1% 
Total Sales 2,935,577 100.0% 3,393,003 100.0% 2,749,351 100.0% 
CGS - W. Jacksonville 1,057,715 36.0% 1,167,365 34.4% 693,949 25.2% 
CGS - S. Jacksonville 589,704 20.1% 597,243 17.6% 451,241 16.4% 
CGS - N. Jacksonville 202,592 6.9% 357,618 10.5% 306,931 11.2% 
Gross Profit 1,085,566 37.0% 1,270,777 37.5% 1,297,230 47.2% 
Selling, General & Admin. Exp. 902,543 30.7% 1,004,908 29.6% 1,041,481 37.9% 
Lease/Rent Expense 64,450 2.2% 133,145 3.9% 164,717 6.0% 
Depreciation 54,781 1.9% 51,595 1.5% 47,615 1.7% 
Bad Debt Expense 3,777 0.1% 28 0.0% 39,547 1.4% 
Total Operating Expenses 1,025,551 34.9% 1,189,676 35.1% 1,293,360 47.0% 
Operating Profit 60,015 2.0% 81,101 2.4% 3,870 0.1% 
Interest Income 14,678 0.5% 5,579 0.2% 18,752 0.7% 
Gain on Sale of Assets 10,128 0.3% 0 0.0% 0 0.0% 
Other Income 33,655 1.1% 24,079 0.7% 26,533 1.0% 
Total Other Income 58,461 2.0% 29,658 0.9% 45,285 1.6% 
Profit Before Tax 118,476 4.0% 110,759 3.3% 49,155 1.8% 
Current Taxes (-) (20,627) -0.7% (17,197) -0.5% (4,568) -0.2% 
Profit Before Extraordinary Items 97,849 3.3% 93,562 2.8% 44,587 1.6% 
NET INCOME 97,849 3.3% 93,562 2.8% 44,587 1.6% 
              
RECON. OF NET WORTH             
Common Sized             
              
Beginning Net Worth (5,041) -5.4% 92,809 56.7% 163,550 85.6% 
Changes in Retained Earnings:             
     Net Income (Loss) 97,849 105.4% 93,562 57.2% 44,587 23.3% 
     Stock Dividends 0 0.0% 35,625 21.8% 17,122 9.0% 
Changes in Other NW             
  Common Stock 0 0.0% 12,804 7.8% 0 0.0% 
Ending Total Net Worth 92,809 100.0% 163,550 100.0% 191,015 100.0% 
 



Appendix B 
 

CONSOLIDATED BALANCE SHEET Dec. 31   Dec. 31   Dec. 31   

Statement in Actual $ Year 1   Year 2   Year 3   

  $ % $ % $ % 

Cash on hand 162,386 36.9% 128,000 20.8% 43,486 6.6% 

Trade Accounts Receivable 4,200 1.0% 29,727 4.8% 16,698 2.5% 

Other Accounts Receivable 16,923 3.8% 5,867 1.0% 53,756 8.1% 

Net Accounts Receivable 21,123 4.8% 35,594 5.8% 70,454 10.6% 

Total Inventory 55,292 12.5% 172,326 28.0% 273,148 41.2% 

Prepaid Expenses 7,039 1.6% 22,479 3.7% 5,169 0.8% 

Total Current Assets 245,840 55.8% 358,399 58.3% 392,257 59.2% 
Land 0 0.0% 3,116 0.5% 3,116 0.5% 

Buildings 92,388 21.0% 121,884 19.8% 123,884 18.7% 

Machinery & Equipment   0.0%   0.0%   0.0% 

Other Equipment 146,698 33.3% 163,352 26.6% 153,583 23.2% 

Furniture & Fixtures 53,080 12.0% 62,940 10.2% 62,938 9.5% 

Leasehold Improvements 108,433 24.6% 142,329 23.2% 144,813 21.9% 

Gross Fixed Assets 400,599 90.9% 493,621 80.3% 488,334 73.7% 
Accumulated Depreciation (205,837) -46.7% (237,322) -38.6% (218,189) -32.9% 

Net Fixed Assets 194,762 44.2% 256,299 41.7% 270,145 40.8% 

TOTAL ASSETS 440,602 100.0% 614,698 100.0% 662,402 100.0% 

Notes Payable 42,723 9.7% 113,967 18.5% 100,351 15.1% 

Trade Accounts Payable 113,037 25.7% 205,209 33.4% 205,180 31.0% 

Fed. Income Taxes Payable 6,348 1.4% 1,063 0.2% 0 0.0% 

Other Current Liabilities 18,200 4.1% 0 0.0% 0 0.0% 

Total Current Liabilities 180,308 40.9% 320,239 52.1% 305,531 46.1% 
Long Term Debt 167,485 38.0% 130,909 21.3% 165,858 25.0% 

Total Liabilities 347,793 78.9% 451,148 73.4% 471,389 71.2% 
Common Stock 431 0.1% 431 0.1% 431 0.1% 

Retained Earnings 105,182 23.9% 163,119 26.5% 190,584 28.8% 

Treasury Stock (12,804) -2.9% 0 0.0% 0 0.0% 

Total Net Worth 92,809 21.1% 163,550 26.6% 191,015 28.8% 

TOTAL LIABILITIES & NET WORTH 440,602 100.0% 614,698 100.0% 662,404 100.0% 



Appendix C 
 

RMA Ratio Calculation Guide   

    

Ratio Calculation 

Operating Ratios:   

     Sales Growth Total sales - Total Sales (Next Year)/ Total Sales Next Year 

     Pre-Tax Profit Margin Profit Beofre Tax/ Total Sales 

     Profit Margin Net Income/Total Sales 

     Return on Assets (ROA) Net Income/Total Assets 

     Return on Equity (ROE) Net Income/Total Net Worth 

     Asset Turnover Total Sales/Total Assets 

Current Position:   

     Current Ratio Total Current Assets/Total Current Liabilities 

     Quick Ratio (Cash + Accounts Receivables) / Total Current Liabilities 

     Working Capital Total Current Assets - Total Current Liabilities 

     Working Capital/Assets Total Current Assets - Total Current Liabilities / Total Assets 

     Working Capital Turnover Total Sales / (Total Current Assets - Total Current Liabilities) 

     Receivable Turnover Total Sales / Trade Accounts Receivable 

     Age of Receivables Trade Accounts Receivable / (Total Sales / 365) 

     Inventory Turnover Total Costs of Goods Sold/ Trade Accounts Receivable 

     Days Supply in Inventory Total Inventory / (Total Costs of Goods Sold * 365) 

     Payable Turnover Total Costs of Goods Sold/ Trade Accounts Payable 

     Age of Payables Trade Accounts Payable / (Total Costs of Goods Sold * 365) 

Equity Position:   

     Owner Equity/Assets Total Net Worth/ Total Assets 

     Creditor Equity/Assets Total Liabilities/ Total Assets 

     Debt/Tangible Net Worth Total Liabilities/ (Total Net Worth - Intangibles) 

     Fixed Assets/Long Term Debt Net Fixed Assets/ (Total Liabilities - Current Liabilities) 

     Fixed Assets/Tangible Net Worth Net Fixed Assets/ (Total Net Worth - Intangibles) 

     Plant Turnover Total Sales/ Net Fixed Assets 
 

Appendix D 
 
Price & Quality Comparison        
  Price of 15' Above Ground Pool Price of 10 lb. of Chlorine Tablets Public's Perception of Quality 
Soak & Swim $1,700  $32 High 
Aqua Vista Custom $2,000  $36 Medium 
Direct Mailers $860  $24 Low 
Home Improvement Stores n/a $19 Medium 
Internet Retailers $1,150  $24 Low 
Renaissance  $1,800  $33 High 
Royal Palm $1,900  $34 High 
Superior Design $1,700  $32 High 
Wal-Mart n/a $26 Low 
Workingman's Garden Center $1,400  $28 Medium 
 



Vertical Ventures Climbing Center: A Business Plan 
 

Peter H. Hackbert, Sierra Nevada College 
 
 

Abstract 
 
 This case analysis presents the complete 
business plan for Vertical Ventures, crated by 
Wade Tollefson. This plan was the 4th place 
award-winning business plan at the Colorado 
State University Venture Adventure Business 
Plan Competition, April 2003. The business plan 
represents the hard work, passion, vision and 
perseverance of a collegiate entrepreneur.  
 Wade Tollefson personified a college 
professor’s dream come true: a student 
dedicated to doing whatever it takes to research, 
write, present and defend an award-wining 
business plan, Vertical Ventures Climbing 
Center. 
 As you read Wade’s plan, try to resist 
the concluding that he must be a magician, 
creating a plan out of smoke and mirrors. The 
plan’s critical mass is Wade’s vision, energy, 
and commitment blended with his 
resourcefulness and willingness to adjust 
preconceived notions to the realities of the 
business.  
 There is an old saying. “Fail to plan; 
plan to fail.” Wade Tollefson planned to 
compete at the Ventures Adventure 
undergraduate business plan competition and he 
is currently plan to open Vertical Ventures in the 
near term. 
 Please join Wade on opening day. 
 

Teaching Notes 
 
 In a recent national competition that 
pitted concept against practicality, 
undergraduate students were given a chance to 
present business plans to judges who were 
entrepreneurs, venture capitalists and banking 
executives. Eleven teams from the United States 
and Canada participated in the event at Colorado 

State University. Sierra Nevada College was 
represented by senior entrepreneurship major, 
Wade Tollefson. 
 
Learning Objectives 
 The objectives of this case is to help 
students grasp the interrelated planning and 
opportunity recognition skills involved with 
preparing a business plan for presentation to a 
panel of outside judges. Traditional business 
plan writing has hidden the process of preparing 
the business plan and marshalling the resources 
required to screen a business opportunity. 
Wade’s research and his contacts had convinced 
him that he could obtain prepare a business plan 
once a well thought out concept for the business 
had been developed. 
 
Course and Levels 
 This case and its analysis are intended to 
be used in undergraduate entrepreneurship 
courses. It serves well as the introductory case 
to developing an effective business plan.  
 
Teaching Approach 
 Our classroom experience suggests that 
the opening question to begin the discussion 
should be. “What are the requirements of an 
effective business plan?” The conversation 
could identify: 

 An examination of critical factors 
that should be addressed in 
planning 

 An exploration of the planning 
pitfalls that plague many new 
ventures 

 The importance of a business plan 
and description of the benefits 
derived from it 

 An exploration of the viewpoints of 
those who read and review plans 
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and steps to follow in the reading 
and review process 

 An examination of the complete 
outline of an effective business plan 
and discussion of each section 

 A summary of helpful hints for 
writing an effective business plan  

 An review of key points in the 
presentation of a business plan 

 
Epilogue 
 Wade Tollefson had to first come up 
with an original idea, then research its feasibility 
in the market-place over two semesters. Wade 
used the ENTP 320 – Financing New Ventures 
to assemble his model for raising funds through 
a limited partnership. He found his fund raising 
strategy based upon a case study taught in 
another ENTP 313 – Creating New venture 
class.  After working closely with his professor 
in the spring semester the result was a 40-page 
business plan for Vertical Ventures, Lake 
Tahoe’s largest rock climbing facility designed 
to help climbers of all abilities. Wade submitted 
an online application to compete after reviewing 
15 business plan competitions across the country 
cited in www.smallbusinessnotes.org. 
 “Wade and I developed a step-by-step, 
week-by-week strategy for each phase business 
plan with the goal of preparing for the 
competition. We began in mid-February and he 
delivered the presentation 60 days later. First, 
we found a competition after reviewing national 
and regional undergraduate competitions online. 
We decided that if we were to go through all this 
work, we might as well step up and go for the 
gold. Second, complete the field and library 
research was planned for each section of the 
business plan. We secured an editor. Third, we 
made sure that he made the deadline date for the 
submission of the plan online to Colorado State 
University, working around the college spring 
vacation. Finally, the judges confirmed that they 
received the plan within the deadline cutoff,” 
said Hackbert.  

 It took only two days after submission 
for Professor Hackbert to receive the good news 
that his student’s plan was accepted and had 
been invited to present the business plan in 
person in two weeks. Having taught at major 
universities where faculty resources and 
business plan competitions and experiences like 
this are the norm, Hackbert realized that his 
student would be competing among the best 
these universities had to offer and needed to be 
prepared for the next portion of the competition. 
 “My heavy class schedule prevented me 
from traveling with Wade on short notice, so I 
called upon the incredible resources of the Lake 
Tahoe community to lend a hand in training 
Wade for the oral portion of the presentation. 
We teach the concept of marshalling resources 
as an entrepreneurial competence, and so I 
executed what I teach (see Sidebar). After 
having lunch with John Tyson, Corporate 
Visions CEO, John invited Wade to a sales 
seminar scheduled for the next week, where he 
got first-hand experience on how to sell his plan. 
Several of the senior management team from 
Sierra Nevada College had planned to attend. I 
knew Wade would be in good hands, ” said 
Hackbert.   
 “All the senior entrepreneurial majors 
were busy with course work so not one was 
available to join him. Not only did Wade drive 
to Denver alone, when he got there, he realized 
all the other major universities had 
entrepreneurial teams presenting and faculty 
coaches that debriefed team from one round to 
the next, but Wade defended his plan single-
handedly.”  All the preparation paid off as 
Tollefson advanced to the final round of 
competition where he had to make certain 
adjustments and present the plan over again. The 
Sierra Nevada College senior took fourth place 
in the competition. 
 “For Sierra Nevada College, Wade’s 
accomplishment is a wonderful testament to the 
emerging entrepreneurial culture the college is 
attempting to recapture for the Lake Tahoe 
region.  This new culture values creativity, 
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inventiveness and innovation, both in the 
abstract and the practical,” said Hackbert. The 
practical side is the notable reputation in the 
experiential approach the entrepreneurial 
program is developing regionally. 
 Other presentations from various 
educational institutions included Colorado State 
University’s plan for EnviroFit, a product to 
reduce pollution emitted from scooters; The 
University of Manitoba presented a plan for 
Endvantage, a device to help doctors and 
paramedics perform endotrachial intubations – a 
procedure in which a tube is placed down a 
person’s throat to help them breathe, and The 
University of Oregon team presented its plan for 
Bass Media, a magazine that would help young 
adults understand money and how it affects their 
lives. 
 Other undergraduate teams presenting 
were from the University of Arizona,  
University of Wisconsin in Madison; University 
of Michigan; Miami University in Ohio; 
University of Georgia; Maharashtra Institute of 
Technology of the University of Pune, India; 
Emory University; and Purdue University. 
 Hunt Lambert, Director of Colorado 
State’s Entrepreneurship Center, stated, “The 
Venture Adventure competition lies on the 
nexus of the Center's mission. Students get their 
closest look at the real world with cash prizes 
and a real opportunity to launch their own 
businesses."  According to Lambert, “Interest in 
entrepreneurship courses has doubled this year. I 
am incredibly proud to have attracted an 
‘NCAA Division 1’ set of teams to the Venture 
Adventure competition. I find myself wishing I 
had the talent, ideas, composure and 
professionalism of these students when I was 
their age. These leaders and their ideas will help 
us build the next wave of great business success 
stories and they will create thousands of jobs 
before they are done.” 



An Innovative Outreach:  Youth Entrepreneurship Conference 
 

Joe Alexander, University of Northern Colorado 
 
 

 This workshop focuses upon our Youth Entrepreneurship Program that empowers kids, ages 8 
to18, through a demonstration of entrepreneurship.   
 The program attracts a diverse population of “future” prospective students to campus by 
creating a path directly into our regional school systems and allowing us to gain some notoriety and a 
sustained reputation for delivering entrepreneurship education. 
 Specific attention in this session will be devoted to the rewards and risks of implementing such 
a program, from the University, College, and participant perspectives.  Attendees will be able to 
identify the pros and cons and receive guidance to develop a successful program. 
 



SBI's Role in Microenterprise Development 
 

Bruce Kemelgor, University of Louisville 
 
 

 Researchers have examined the 
effectiveness of the support services provided to 
microenterprises. Typically, the criterion used to 
gauge success is the microenterprise's capacity 
to assist aspiring entrepreneurs to become "self-
sufficient". Microenterprise programs do this by 
providing financial capital and training in how 
to operate a business. Since microenterprises are 
defined as a sole proprietorship, partnership or 
family business that has fewer than five 
employees, they are frequently overlooked as a 
contributor to either economic development or 
wealth creation (AEO, 2000). In addition, many 
microenterprises, while exhibiting survival rates 
above the norm for typical small businesses, are 
not targeted for assistance programs (Servon & 
Doshna, 2000). It is well documented that the 
survival rate of a start-up business depends to a 
large degree on the founder's ability to raise 
sufficient financial capital to continue through 
the initial months and even years of establishing 
a business. Microenterprise owners define 
success more broadly than simply in terms of 
income generation. Economic literacy, asset 
generation, increased self-esteem, and time 
management are some of the more significant 
findings of microenterprise success (Servon and 
Doshna, 2000). This is where SBI programs can 
intervene and have a significant impact. 
 

The Problem - the Opportunity 
 
 Microenterprise programs have 
traditionally assisted aspiring entrepreneurs to 
only a certain level, which is usually just beyond 
the start-up phase. There are two apparent 
challenges responsible for this cessation of 
training. First, micro-enterprise programs have 
inadvertently established self-limiting policies 
by focusing upon start-up and subsequent 
survival (Schreiner, 1999). The second reason is 

that the programs have not assembled a staff of 
trainers with the skills and education to help 
move these aspiring entrepreneurs to the next 
level of development beyond the start-up phase 
(Servon, 1998). As a result, many businesses in 
these assistance programs quickly stagnate and 
struggle to survive, never growing into viable, 
self-sustaining enterprises. 
 A research study was designed to 
address these challenges by investigating 
alternative procedures that can be developed to 
assist microenterprise founders move beyond 
the start-up phase to establish growth-oriented 
organizations. Thus, the study aligned itself with 
the testing of theory related to a person's ability 
to marshal resources to launch and sustain a new 
business. Over twenty (20) microenterprise 
firms that were in their third year of business 
participated in this study. Initially, a complete 
management audit of the firm was conducted 
using two-person SBI teams. This objective 
assessment permitted a richer profile than 
simply self-reports. Then, as a follow-up, these 
microenterprise owners were provided the 
counseling assistance of an SBI team in creating 
systems and strategies to successfully 
implement the needed improvements. Evidence 
gathered to-date indicate that the success rate of 
these firms, as measured by income generation 
has exceeded the national median for 
microenterprises which is reported by Servon 
and Doshna (2000) to be $1838 per month. 
Qualitative data was also gathered and viewed 
as very important as many reported improved 
future planning, awareness and sophistication of 
business issues, growth ideas, confidence, 
operations improvements, better organization, 
etc. 
 These businesses are now entering their 
fourth year. This study has achieved very 
significant outcomes. One, there is evidence that 



the counseling assistance has positively 
impacted the business performance as measured 
by traditional means (e.g. number of employees, 
net sales, % profit). Two, when compared with 
some microenterprise businesses that were 
begun at about the same time and whose owners 
did not participate in the SBI audits or 
counseling, these firms are generating greater 
wealth, employment and economic contribution. 
 

The Proposed Symposium 
 
 It would generate significant value to 
have a symposium of SBI leaders to discuss 
practices and strategies that have reached out to 
the microenterprise sector. In the current 
economic times and beyond, many individuals 
will seek to start a business and whether rural or 
urban it may very likely be a microenterprise. 
The AEO report (2000) indicates that the 
majority of such owners are female, minority, 
and relatively well educated. Most are operating 
in retail trade or services. All suffer a "poverty 
of access" to credit and business services (AEO, 
2000). These are likely to represent a segment of 
SBI clients that almost every program has 
access to. Whether recognized as having 
meaningful counseling opportunities or not is up 
to the individual program directors. Yet, when 
couched in these terms, such enterprises are rich 
in learning opportunities for students. Such 
outreach can and does have impact on the 
owners and provides a non-substitutable 
"lifeline" for many towards future economic 
survival. 
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Sustaining the SBI Through Student Initiative and Community Outreach:   
A Special Approach 

 
Roosevelt D. Butler, The College Of New Jersey 

 
 

Abstract 
 

 The purpose of this workshop is to 
provide several examples of how an effective 
SBI can be sustained and create learning 
opportunities for students and business 
opportunities for Entrepreneurs and Small 
Business Managers.  The workshop will further 
explain how creative methods can lead to 
development of specialty areas of assistance and 
concentration. 
 

Introduction 
 
 The move from financial support of 
Small Business Institutes (SBI) to sole support 
of Small Business Development Centers 
(SBDC) created a significant void in the course 
offerings at the Community Colleges and 
Undergraduate level of Senior Colleges.  Many 
Consulting Teams composed of undergraduate 
students gained valuable hands-on experience.  
SBIs completed from 15 to 75 projects each 
resulting in financial stability.  The loss of 
support from the Small Business Administration 
(SBA) directly affected the course offering 
(Entrepreneurship and Small Business 
Management) at the institution with which I am 
affiliated. 
 A transformation of the system and 
process by which students were drawn to the 
course offerings had to be effected.  The 
approach had to be designed where prospective 
entrepreneurs, small business managers, and 
undergraduate upper division students were 
involved.  Financial support had to be obtained 
as well as an accommodating class schedule. 
 A mini-proposal was prepared and 
submitted to the Dean, School of Business.  The 
Dean accepted the proposal and agreed to 

finance the initial project with $1,000 from his 
operating budget, and release time equivalent to 
one course or 6 semester hours each school year. 
 
Activating the Plan 
 On our campus, students are very 
skeptical of new plans and projects.  This can 
possible be attributed to the fact approximately 
70 percent of our students are employed full or  
part time.  The academic requirements are very 
high for acceptance into the School of Business, 
and competitiveness is immeasurable. 
 The course on Entrepreneurship/Small 
Business Management is offered in the Spring 
Semester.  There are usually two sections with a 
total of 40 students.  This is an elective course at 
the 300 level.  Most students accepted in the 
course have a Cumulative Grade Point Level of 
3.0 or better.  Overall, for the course, the GPA 
has been approximately 3.32. 
 
Other Issues 
 Even with the support of the Dean, 
School of Business, there were other issues that 
had to be resolved before the project could 
begin.  This workshop will discuss contributing 
issues that caused problems and contributed to 
the success of the project.  Some of these issues 
are: 
 
 1. Cost of media coverage 
 2. Evaluation of the External 
 3. Transportation Cost 
 4. Student Evaluation 
 5. Businesses to contact 
 6. Faculty Support 
 7. Preparation of Pilot Marketing  
  Program 
 8. Preparation of Business Plans 



 9. Contact and develop relationship  
  with Mercer County Chamber of  
  Commerce and Metropolitan 
  Trenton African American  
  Chamber of Commerce. 
 10. Contact Professional  
  Organizations 
 11. Training and Development Issues 
 
 Each of the above topics will be 
discussed and how activities were correlated, 
which has resulted in an effective Community 
Outreach Program.  The final issue discussed 
will be the relationship of the Small Business 
Institute with the New Jersey Small Business 
Development Center Headquarters. 
 
Workshop Director 
 The Workshop Director has extensive 
experience in the areas of Entrepreneurship and 
Small Business Management.  He is a consultant 
to small businesses and has experience as a 
Healthcare Administrator, Human Resources 
Manager, Strategic Planner, and Professor of 
Strategic Management. 
 



Cooperative Relationships Between the SBI and SBDC 
 

D. Lynn Hoffman, University of Northern Colorado 
Vish Iyer, University of Northern Colorado 
Don Abbott, SBDC Director, Greeley, CO 

 
 

Purpose 
 
 The purpose of this panel is to explore 
some existing and new relationships between 
Small Business Institutes (SBI) and Small 
Business Development Centers (SBDC).  The 
panel will use SBI and SBDC directors to 
explain what they are currently doing and 
propose to do in the future.  One panel member 
runs an SBI, one runs an SBDC and another 
panelist does both. 
 

Historical and Current Examples 
 
 Historically SBI’s and SBDC’s have 
either worked together or have been housed in 
the same location.  Examples of the former are a 
cooperative arrangement where the SBDC 
suggests potential clients for the SBI.  After 
completion of the case, the SBDC follows up 
with the client to help the client implement the 
recommendations.   
 Some examples will be presented at the 
conference where both entities are housed at the 
same school or institution.  Here coordinators 
can move clients between the entities based on 
the client’s needs.  
 

Future Endeavors 
 
 In Colorado the state’s fiscal crises lead 
to the Governor’s office closing the SBA 
sponsored Business Assistance Center.  The 
Center answers phone or walk-requests from 
potential entrepreneurs.  The panel will explain 
how the SBI and the SBDC worked together to 
bring the BAC to their location by staffing it 
with SBI students.  The panelists will explain 

the training, issues, and provide advice to other 
locations pursuing similar cooperative ventures. 
 
 



Alternative Sources of Financing for Small Business 
 

Kenneth Huggins, Metropolitan State College of Denver 
Eddie Hufft, Alcorn State University 
Thomas Liesz, Mesa State College 

 
Abstract 

 
 A panel of three- Kenneth Huggins, Metropolitan State College of Denver; Eddie Hufft, Alcorn 
State University; and Thomas Liesz, Mesa State College. The panel will lead off the discussion of 
various sources of financing for small entrepreneurial firms. The discussion will include sources such 
as micro loans, angel investors, venture capital firms, bank loans, various Small Business 
Administration loan programs – 7a programs. 504 programs and Small Business Innovative Research 
Programs. 
 



Research Roundtable 
 

Frederick D. Greene, Manhattan College 
 
 

 Participants will be invited to participate in an open discussion about their current research and 
related business consulting endeavors.  Also, in this interactive session, individuals will have the 
opportunity to suggest how the Small Business Institute could help their research efforts. 
 Participants will be introduced to the possibilities of student- faculty research, collaborator 
research and field-based consulting research. Participants will exchange information on specialty 
research topics, small business counseling and avenues of publication. 
 Workshop will be facilitated by Small Business Institute member(s) who are CSBC certified. 
 



Understanding New Trends in Angel Investing 
 

Larry Fenster, Angel Investor 



Publish Don’t Perish: 
47 Tips that Improve Your Ability to get Published 

 
Robert N. Lussier, Springfield College 

Joel Corman, Suffolk University 
 
 

Who Should Attend 
 

 Today, publish or perish is hitting the 
teaching colleges. As much as we love to teach, 
without publishing we may not get tenure and 
promotions and publishing may affect our 
salaries. Thus, anyone who is interested is 
getting ideas that will help him or her to get 
published, and those who would like to help 
others, should attend this workshop.  
 

Topics 
 
• Persistence 
• Selecting Publication Sources 
• Matching Publication Sources 
• Time Management 
• Multiple Your Efforts  
• Answer the So What Question 
• Tips in the following areas, Refereed Journal 

Articles, Refereed Proceedings, Nonrefereed 
Journal Articles, Textbooks, Textbook 
Supplements 

 
Format 

 
 It will be a presentation with a sharing 
and question and answer format. The workshop 
leader will cover the tips following the outline 
above. After the presentation of each topic, time 
will be allowed for questions and answers, so 
bring your questions. Others are encouraged to 
give tips and to answer/respond to other 
participants questions. The workshop presenters 
have successfully conducted this workshop at 
other conferences and received tips that he uses 
through this workshop. 

 

About the Workshop Leaders 
 

 Dr. Robert N. Lussier is professor of 
management at Springfield College. He was also 
the director of Israel programs. The SC teaching 
load is 24-hours—four courses per semester. He 
has more than 225 publications. 
 Dr. Joel Corman is professor emeritus at 
Suffolk University and he has more publications 
than his co-presenter. He is a SBI fellow.  
 Presenters are co-presidents of SBI 
Region I. 
 On the following pages are the 47 tips 
that will be presented during the workshop.  
 

Persistence 
 

1. Rejection.  It takes tough skin. I have 
over 200 publications with Rejects > 1,000.  

2. View rejection as a False start not 
FAILURE; it’s an opportunity to improve your 
work. 

3. Rework re-send-being in the right 
place at right time-- Luck of reviewers.  

HOW do you handle rejection? 
(((participation answers))) 

 
Selecting Publication Sources 

 
4. Know the requirements of your 

school. You need to meet the quality and 
quantity requirements. If you cannot, you are 
better off leaving before you are denied tenure. 

5. Find niche for work. Shoot for your 
level and get less rejection.  

6. Quantity then quality. Work up 
acceptance rate build confidence and skill by 
starting with lower level quantity then go for 



quality. If the academy of management rejects 
your work, send it to lower levels.  

7. Ask people where to send your work. 
8. Follow the reference chain to get 

variety of journals in your topic field.  
9. Cabell’s Directory of Publication 

Opportunities in Business and Economics lists 
hundreds of journals. Some schools will 
recognize any publication that is listed here. 

Questions and/or sharing on selecting 
sources (((participation answers))) 
 

Matching Publication Sources 
 

10. Remember that reviewers are not 
looking for reasons to accept your work, they 
look for reasons to reject it.  

11. Call or write editors—ask them if 
they like your idea (fit) or what they are looking 
for. 

12. Make sure journal/proceedings is at 
your level—statistics, # references, theory, etc: 

13. Have a copy of journal/proceedings 
(author guidelines) to make sure level matches 
and also as you write your article to be sure it 
meets the following ideas. 

14. Your work needs to appear as if it 
comes from a reader of the journal. 

15. Set up your paper to look exactly like 
the journal/proceedings—headings, references, 
hypotheses, tables, etc.  

16. Reference other articles from 
journal/proceedings you are sending to.  

17. Reference reviewers of journal who 
may get your manuscript. 

Questions and/or sharing on matching 
sources (((participation answers))) 
 

Time Management 
 

18. Priority--spend time writing. Too 
busy now, prioritize cut back on other activities. 

19. There is a relationship between time-
spent writing and the number of publication. I 
work about 20 hours a week during the 
academic year and 40 between semesters and 

during the summer, all but a couple of weeks a 
year. How much time per week do you spend 
writing? 

20. Not teaching summers and writing 
can increase publishing productivity. 

21. Schedule writing time. Treat it like a 
class. Don’t skip it. If you miss, make up writing 
time.  

22. Blocks of time and classes---Avoid 
mid-day classes. 1/2-day classes or full day to 
write. 

23. Limit # of preparations/courses you 
teach; teach multiples sections if you can. 

24. Write at home or close your office 
door to avoid interruptions. 

25. Have students grade and/or record 
grades and do other administrative work—
delegate. 

Questions and/or sharing on time 
management tips (((participation answers))) 
 

Multiple Your Efforts 
 

26. Co-authors with strengths you don’t 
have. Of 35 journal-21 co-authors, and of 55 
proceedings, 53 are co-authored.  

27. GET co-authors by asking. Within 
schools and at conference—want to work with 
me? 

28. Specialize-- in area multiple 
publications basically same lit. review 
progressive series. Mine is business success vs. 
failure, as is shown on the multiple your efforts 
sheet. 

29. Progression-- regional conference, 
national conference, journal. Slight change each 
stage. 

30. Longitudinal studies. Resample two 
three year later to compare changes. 

31. Multiple publications from one large 
sample. See separate sheet.  

Questions and/or sharing on multiple 
your efforts (((participation answers))) 
 



Answer the So What Question 
 

32. Have a clear purpose-- state it, 
hypotheses, questions to be answered.  

33. In the first few paragraphs you need 
to state: 

(1) why the topic is important (cite ref. 
from journal you are sending to if 
you can), 

(2) what the gap in the lit. is (cite ref.) 
(3) how your work fills the gap., and 
(4) implications of your work—who can 

use it and how? 
Questions and/or sharing (((participation 

answers))) 
 

Tips in the Following Areas 
 
Refereed Journals and Proceedings 

Refereed and Proceedings defined. 
Editor sends out work without your name 
(blind) to reviewers. Proceedings include papers 
presented at conference. 

34. Theme or special issues-- write on a 
specific topic journal wants increases chances, 
however, usually take anything within domain 
of mission. 

35. Journal vs. Proceedings—Journal 
usually more difficult and prestigious. Start with 
proceedings and get feedback to send to a 
journal. 

36. Three types articles-  1. Empirical, 
2. Conceptual, 3. How to- advice others- often 
non-referred. Be sure to send right type of 
article to journal or conference. 

37. Time and publication of Journal-- 2-
3 months answer, revised, often month’s to a 
year before its in print, entire empirical process 
often two years or more. If the journal says the 
review time is two months and you don’t hear, 
contact the journal. Often a reviewer has not 
sent in the review, so this allows a get it in call 
to speed the process.  

38. Time and publication Proceedings-- 
< 1 year. Conferences are generally a faster way 

to get a publication. Plus, you multiple your 
publications by starting with proceedings.  
 
Editor Selected (Nonrefereed) Journals 

39. Editor decision time-- often within 
one month and the article may be in print within 
months. I did 8 in one year. Fast, but make sure 
you get credit or tenure and/or promotion (T/P) 
as editor selected is often given less (or no) 
weight towards T/P. However, there are some 
very good editor selected publications including 
the Harvard Business Review.  

40. How to focus-  commonly done, 
quick and easy to do. Call or write editors to see 
if they like your idea and/or ask what they are 
looking for? If the editor tells you the journal 
can use an article on XYZ, you have a good 
chance of acceptance. 
 
Textbooks 

41. Textbooks are not commonly viewed 
as prestigious, refereed journal articles are. 

42. Textbooks take a long-time to write. 
It took me 1700 to write my first textbook, if I 
sent those hours doing proceedings and journal 
articles I would possibly have had 40-60 
proceedings and journal articles. It is probably 
better be wait until you have several 
publications and tenure before you attempt to 
write textbooks. 

43. Differential advantage—You need to 
clearly state how your book will be better than 
the competitors. You want it to be different, but 
not too different or they will not want it. What 
will your book do better than others? Why 
would anyone adopt it over the book they use? 

44. Editors and sales reps.-- Talk to 
them, and colleagues about idea, perfect it.  

45. Prospectus—You need to writ one. 
They usually cover these areas: (1) Market 
(course use), (2) Diff. Advantage as discussed 
above. (3) Compare yours to specific 
competition. (4) Supplements planned. 
(5) Status of work. (6) Your credentials. 
(7) Extensive table of content planned (level 1 



and 2 headings for each chapter) (8) Send 2 or 3 
sample chapters for reviewer comments.  

 
Textbook Supplements 

46. Contact author and/or editor with 
your idea.  

47. Prospectus—write one if you want to 
do a separate book. 

 
 
 

 
 

Multiple Your Publications Using the Same Sample 
(Also shows progression, specialization, and co-authorship) 

 
216 SAMPLE SIZE 

Business Success vs. Failure 
20 Publications—10 Refereed Journal Articles and 10 Proceedings. 
 
Total sample [higher level statistic – regression] 
Predictions model all industries (top Journal JSBM) 
 
Split sample by industry [higher level statistic – regression] 
Services (Journal JB&E) 
Retailing (Journal MAJB) 
Construction (International NEBAA proceedings) 
Manufacturing (National SBIDA proc.) 
 
Comparison of Single and Multi-Industry Predictions 
(Journal AEJ) 
 
Total Sample [lower level statistics – tests of difference t-test and Chi-square] 
Difference Successful and Failed (Reg. Nat. proc. SBIDA Journal JSBS) 
 
Total Sample [Non-statistical advice –write in questions] 
Reasons Business Fail how to avoid (Reg. Nat. SBIDA proc. Journal EE) 
Reasons Business Succeed (Journal V) 
Advice for starting a business (Journal SAM) 
 
Split Sample [size of business] 
0-10 Employees – regression (National SBIDA pro. Journal JSBS) 

 
Extension of Work 

 
4 Publications—2 Journal and 3 Proceedings 

 
Women Croatia used my questionnaire 

Global Model to predict success and failure – regression 
(Regional EAM, International S, Top Journal JSBM) 
Differences between US and Croatia – t-test and chi-square (Top Journal ET&P, SBIDA reg.) 
 



2004 High Court Legal Issues & Caveats for Small Business Clients 
 

Stephanie Huneycutt, Christopher Newport University 
 
 

Abstract 
 

 This “Hands-On” Legal Workshop will engage the audience and is designed for practitioners, 
SBI Directors and Small Business consultants. Workshop leader identifies the impact of United States 
Supreme Court decisions in 2003 that will impact 2004 small business consulting. Four important 
cases decided in 2003 will serve to highlight exercises, legal questions and model answers. In addition, 
all workshop participants will receive the Top 25 Legal Issues© and strategies for dealing with these 
issues. Workshop leader is an active member in good standing of both the New York Bar Association 
and the California Bar Association and is a Certified Small Business Counselor, and SBI Director. 
 



Understanding Differences Between First and Second Career Entrepreneurs 
 

L. Gregory Henley, University of Tampa 
Bruce Kemelgor, University of Louisville 

 
 

Abstract 
 

 Entrepreneurship research has explored the question of individual motivation and 
propensity to start a business, yet often assumes that entrepreneurial entry processes are 
homogenous, despite documented differences within this.  One area where significant 
heterogeneity may exist concerns the extent of prior experience in a traditional job in an 
established organization.  This proposed symposium will be examine differences between those 
who have not had a significant career before they started their business (which we call “first career 
entrepreneurs”) and those who have had significant experience working for another organization, 
not started by themselves, before starting their own business (“second career entrepreneurs”).  An 
example of a first career entrepreneur is Bill Gates, while Steve Case who worked for Pepsi and 
Procter and Gamble before starting AOL is a second career entrepreneur. Key differences may 
include their motivations for starting a business, their use of networks, sources of financing, self-
efficacy, propensity to take risks, etc.  This may have important implications for both theory and 
practice of entrepreneurship, and it may help guide us into several potential avenues of further 
research and application. 
 



Student-Community Philanthropy: A Win-Win Scenario 
Putting One’s Mouth- and Muscle- Where One’s Money Isn’t! 

 
Kristen B. Hovsepian, Ashland University 

 
 
 Sweat equity is also a form of philanthropy from the college to the community.  Members of 
Students In Free Enterprise (SIFE) will share their experiences and discuss how working with the 
community to teach basic decision-making principles has taught them more than they learned in the 
classroom. 
 They will also share projects, time spent (multiplied by minimum wage), and results to show 
the value of what they contribute.  Much along the lines of the Small Business Institute, students learn 
more about entrepreneurship by doing than by listening to lectures about what has been done.  
Likewise, student DO leadership activities, rather than listen to discussions of what leadership entails. 
 



The One Page Business Plan Workshop 
 

Peter H. Hackbert, Sierra Nevada College 
 
 

Abstract 
 

 The business plan and business plan 
presentations are key tools, used by marketing 
educators, entrepreneurial educators and 
collegiate entrepreneurs. Over the last year 
faculty and student teams have presented this 
active learning technique to the 2003 National 
Collegiate Entrepreneurs Organization annual 
conference, the 21st Annual Entrepreneurship 
Forum in 2003, the 2003Annual Global 
Conference of the Academy of Business 
Administration, and the 2003 MarkEd Conclave 
to rave reviews. Professor Hackbert received the 
2003 USASBE Best Practices in Teaching 
Award from his entrepreneurship educator’s 
colleagues demonstrating this technique. This 
presentation demonstrates a teaching-learning 
technique applied in undergraduate courses for 
marketing and entrepreneurial majors as well as 
for liberal arts undergraduates including 
engineers and scientists with interests in 
advancing invention and innovations. As a 
modified version of the “one pager” new 
venture summary plan submitted by 
entrepreneurs to angel investors and at venture 
capital funding source presentations, this 
technique shows marketing students and faculty 
participants how to answer five critical 
questions asked of all new ventures: What are 
you building? Why does this business exist? 
How will you build the business? What is the 
work to be done? What results will you 
measure? 
 The OPBP is a very simple, versatile, 
consistent, flexible tool and can be used for a 
variety of purposes. There is no room for fluff or 
filler. The use of key words and short phrases 
tells the reader or audience that only the essence 
is being presented for review. The fact that the 
business model is only one page communicates 

that the investment in reading and listening is 
limited.  
 At Sierra Nevada College, we have 
adopted this technique in entrepreneurship 
courses taught across the curriculum to liberal 
arts students. In two 45 minute sessions, with 
the support of a workbook, students follow 
templates, complete worksheets, and review 
their new venture proposals collaboratively first 
with a learning partner and them within small 
groups.  Students learn the power of key words 
and short phrases. Students learn the process of 
integrating all of their inter-disciplinary studies, 
both in academia and real-life to create a 
compelling story of how they are going to build 
a successful business. Students learn that 
everyone sells through out their careers – even if 
their profession is not sales. Finally students 
learn to tell the “story” of their business with 
just enough facts and details to convince the 
audience that the business is viable, but leave 
them wanting to schedule a meeting to learn 
more. 
 



The Small Business Advancement National Center Use as a Virtual Library 
 

Don B. Bradley III, University of Central Arkansas 
 
 

Abstract 
 
 This workshop will provide the 
participants with a better understanding of how 
to utilize the Small Business Advancement 
National Center in their classroom and their 
research. The centers website is used by 
numerous colleges and universities around the 
world for research and classroom information. 
Numerous academic institutions, foundations, 
small businesses and governmental agencies, 
use its newsletter. The workshop will be an 
interchange of ideas between the presenter and 
participants. 
 Located on the scenic University of 
Central Arkansas campus in Conway, Arkansas, 
the Small Business Advancement National 
Center (SBANC) is an organization that was 
founded in 1990. SBANC was conceived from a 
concept developed by Dr. Don B. Bradley 111, 
Executive Director of the Center and Professor 
of Marketing at UCA. Since its inception as the 
Small Business Institute Directors' Association 
National Center, it has evolved into a multi 
faceted small business counseling and electronic 
resource information center. 
 

Introduction 
 
 Now a leading edge facility, SBANC 
offers small businesses some of the newest, 
freshest information on advances in today's 
small business technology. SBANC's purpose is 
to provide the following with the necessary 
resources to further their business and economic 
efforts and goals: 

• Small businesses  
• Economic development officers  
• Entrepreneurs  
• Government agencies  
• Educators  

• Small business counselors  
• Students  
• International trade development officers  
• Lawyers  
• State and federal legislators and staff 

 
 One main focus of the Center's activities 
is the promotion of the entrepreneurial spirit. 
This is accomplished through consulting, 
educating, and training Center constituents. 
These activities are provided locally, statewide, 
nationally, and internationally for those 
interested in small business and 
entrepreneurship using the following methods: 

• Internet 
• Conferences 
• Distance learning 
• Newsletters 
• Seminars 
• Counseling sessions 
• Research 
• International exchanges 
• Internships 

 
 The Center's mission is part of the 
broader mission of the University of Central 
Arkansas and College of Business 
Administration, which is built on teaching, 
research, and service. 
 The Center's staff has expertise in the 
areas of small business counseling/consulting; 
training and education; entrepreneurship; 
international programs; the Internet; electronic 
commerce; publications; and more. In addition, 
student workers and interns who are eager to 
help provide small businesses with needed 
assistance will have the opportunities to provide 
fresh ideas, and learn while they are working on 
real business problems. SBANC office hours are 
8 a.m. to 4:30 p.m. (Central Time) Monday 
through Friday. 



 Instant up to the moment electronic 
small business information is provided to small 
business clients through our Small Business 
Advancement Electronic Resource. This 
connection serves as an extensive electronic link 
among small business owners, entrepreneurs, 
foundations, educational institutions, 
associations, international partners, and local, 
state, and federal government. The World Wide 
Web site offers an endless supply of valuable 
information that is geared towards helping both 
already established businesses as well as those 
just beginning. At the present time, the 
electronic resource is servicing the United States 
and its protectorates as well as over eighty-five 
nations worldwide. Examples of information 
provided include industry profiles, business 
plans, research articles, international and 
domestic contact databases, and loan 
information. Check out the Electronic Resource 
at the following address: www.sbaer.uca.edu 
 The Small Business Advancement 
Electronic Resource: 

• Houses research information on all 
aspects of small business and 
entrepreneurship, including articles from 
conference proceedings, industry 
profiles, and publications from other 
pertinent sources. 

• Has software that will produce cash flow 
reports, profit/loss statements, a business 
plan, and provide a user with the 
probability of obtaining a loan. 

• Provides a means for electronic 
consulting and training. 

• Provides on line databases that can be 
queried on programs such as Service 
Core of Retired Executives, Small 
Business Institute, international small 
business contacts, Small Business 
Development Centers, Small Business 
Institute Directors Association, 
congressional contacts, Small Business 
Administration, and International 
Council for Small Business. 

• Offers a weekly electronic newsletter to 
provide "helpful hints" to small 
businesses and entrepreneurs. 

• Serves as a source for important news 
and information concerning small 
business such as conferences, 
educational resources, government 
programs and issues, and small business 
programs.  

• Provides links of other small business 
and entrepreneur sites on the World 
Wide Web.  

• Provides links to acadmeic marketing 
journals 

• Serves as a clearinghouse for small 
business advocacy information.  

• Provides a Web server that is accessible 
through the Internet with any Web client 
software. (hftp://www.sbaer.uca.edu) 

 
 The following associations have their 
proceedings listed on our website: Small 
Business Institute (SBI), Association for Small 
Business and Entrepreneurship (ASBE), United 
States Association for Small Business and 
Entrepreneurship (USASBE), Academy of 
Collegiate Marketing Educators (ACME), 
Decision Science Institue (DSI), South-Western 
Decision Science Institue (SWDSI), Western 
Decision Sciences Institute (WDSI), 
International Council for Small Business 
(ICSB), Society of Marketing Advances (SMA), 
Decision Sciences Institute (DSI), and the 
Marketing Management Association (MMA). 
 The Small Business Advancement 
Electronic Resource is available around the 
clock. Staff members will be available to answer 
questions from 8 a.m. to 4:30 p.m. (Central 
Time) Monday through Friday. All data is 
updated daily with information that is received 
from many sources concerning small business 
and entrepreneurship. 
 Primary and field research is conducted 
by Center staff and College of Business faculty 
to further economic opportunities. Research is 
disseminated, shared, and exchanged with 



various small business related entities around 
the world to promote the development and 
globalization of Arkansas businesses. 
 The Center provides the Small Business 
Institute program with needed information and 
data. SBI is conducted at approximately 475 
colleges and universities nationwide assisting 
over 6,000 small businesses annually. The 
Center also supports the efforts of the Small 
Business Institute Directors' Association by 
providing archival support on a mutually 
acceptable basis. 
 Information Clearinghouse   SBANC 
serves as a central information point for up to 
date knowledge, skills, and techniques on small 
business and entrepreneurship. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



Small Business Capital Formation:  
Toward a Viable Small Business Equity Marketplace 

 
John K. Romano, International Open Finance Association 

Michael D. Ames, California State University Fullerton 
 
 

Abstract 
 
 Small and medium enterprises (SMEs) are essential to our economy and are agents of change.  
They help us remain competitive in rapidly evolving world markets.  However, many promising 
SME’s have tremendous difficulty in raiding adequate financing to expand and grow. 
 This workshop will explore key factors for the establishment of viable small business equity 
(“Micro-Cap” ) marketplaces that serve SMEs.  Given the factors identified, workshop participants 
will consider what to do about the factors.  Which approaches to SME capital formation will 
effectively address the key factors and appropriately balance economic development goals, issuer 
goals, and investor goals?  Finally, workshop participants will consider how SBIs, SBDCs, and 
economic development organizations might collaborate to build a viable small business equity 
marketplace.  Meeting notes will be taken at the workshop and a follow-up workshop report will be 
prepared and distributed. 
 



Finance for non-Financial Professionals 
 

Craig Zamzow, Plymouth State University 
 
 

Workshop Objectives 
 
 To teach the essentials of finance in a 
simple, easy to understand way using an 
innovative approach. 
 

Perspective 
 
 Every business professional and business 
educator needs a basic working knowledge of 
business finance in order to be effective in his or 
her professional and personal life. Traditional 
educational programs often focus on the details, 
mechanics, and terminology of accounting and 
finance. Often the result is to confuse, intimidate 
rather than teach finance. The student is often 
lost in the quagmire and leaves the program and 
quickly forgets even the basics. 
 The non-financial professionals are 
individuals who do not regularly work with 
accounting and finance concepts. These are the 
business professionals who are in disciplines 
such as operations, human resources, and 
marketing or academic professionals who teach 
subjects other than accounting and finance. Such 
individuals may be experts in their own 
discipline yet can be easily baffled by financial 
jargon and basic financial reports. 
 

Approach 
 
 The workshop begins with a brief 
analysis of accounting and finance to understand 
the similarities and differences between them. 
Also, the all-pervasive, career enhancing answer 
to all financial questions is introduced. Next, the 
three fundamental questions of business are 
discussed using a simplistic business model. The 
three sources of business financing are discussed 
and compared. 

 The simple business model is then used 
to introduce the two financial reports that are 
used to analyze and evaluate the performance of 
any business over a period of time. The concept 
of financial statement interaction is developed 
with emphasis on the importance of key 
financial ratios and how those ratios are 
impacted by financial performance. The 
importance of owner’s equity is established. The 
“mother of all financial ratios” is introduced and 
its impact on the stock price of public 
companies. 
 In the last part of the workshop 
participants will apply the concepts introduced 
earlier to a real company for the purpose of 
grounding the concepts in reality. The workshop 
uses a fun and fascinating approach to the 
complex subject of finance to result in a 
significant amount of learning in a short period 
of time. 
 

Length 
 
 This is a condensed version of a 
workshop that has been used extensively to 
teach financial essentials to employees of 
financial services organizations. The workshop 
can be delivered in an hour and fifteen minutes 
to an hour and a half. 
 



Leveraging Your University School Resources via  
SIFE/SBI and Other Organizations 

 
Todd Mick, Missouri Western State College 

Steven Maranville, University of Houston-Downtown 
Fred Greene, Manhattan College 

Tim Clow, Students in Free Enterprise 
P. Ann Hughes, Texas Woman’s university 

Sherrill R. Taylor, Texas Woman’s University 
 
 

Workshop Objective 
 
 Three of the presenters are involved (or 
have been involved) with SIFE and SBI and 
have slightly different approaches as to whether 
to create leverage with using these organizations 
together or not.  Some presenters may use other 
student based organizations in this leverage 
process as well. In addition, one presenter will 
be giving the “boss’s point of view” as a person 
leading a school of management where SBI, 
SIFE, and other organizations work together for 
“outreach” of the university to the community. 
Each presenter will be expected to address the 
concept of experiential education and 
community outreach in relation to SBI and/or 
SIFE as they use it at their respective college or 
university setting.  Samples of work or 
publications, websites, brochures, etc. from the 
various programs will be shown in this session.  
We will also address these topics in relation to 
the AACSB new regulations. 
 

Workshop Process/Procedure 
 
 After all presenters have finished with 
their brief talks, the attendees will be able to ask 
questions of the panel.  It is hoped that there will 
also be time for brainstorming, to develop ideas 
for reaching for continuous improvement within 
both SBI and SIFE and how to make that 
happen.  This is a continuation of a successful 
pre-conference session from the 2003 meeting in 
New Orleans.  At that session, helpful hints and 

sharing of ideas assisted several members in 
improving methods used for student projects. 
 

Presenters 
 
 Todd Mick, an Assistant Professor at 
Missouri Western State College in St. Joseph, 
MO, is fairly new to both SBI and SIFE.  Todd 
is the Director of the MWSC SBI Program and 
is also a Sam Walton Fellow.  The SBI Program 
here has a well designed and attractive website 
and at the end of fall 2003 will also have student 
owned small businesses involved in the website. 
 Steven Maranville is an Assistant 
Professor at University of Houston-Downtown 
and has been involved with strategic 
management for quite some time.  He is quite 
well known for his interest in writing case 
studies.  In fact, he mentors other professors in 
assisting them in the process of turning an SBI 
case into a teaching case study.  Steven is a Sam 
Walton Fellow.  You know him most recently as 
the Vice President of Case Competition in our 
organization 
 Frederick Greene is an Associate 
Professor of Management at Manhattan College 
in New York.  Fred is a long-standing member 
of SBI (SBIDA) and is a Sam Walton Fellow as 
well as an SBI Director.  Fred’s involvement 
with the pre-conference session last year 
spearheaded a change in the format of the 
Manhattan College SIFE Annual Report.  This 
change resulted in very positive statements from 
the judges (business executives) and positive 
remarks from the Dean. 



 Tim Clow is a Director of University 
Relations for Student in Free Enterprise 
International Headquarters in Springfield, MO.  
He directly works for Mat Burton, Vice 
President , University Relations, and has learned 
about our program of SBI from Mat.  In 
addition, Tim comes out of a university with an 
active SIFE program. 
 Paula Ann Hughes is the Director of the 
School of Management at Texas Woman’s 
University.  Under her leadership, a new 
program was initiated and implemented 
(Executive Master of Business Administration) 
resulting in an increase in MBA enrollment of 
over 400%.  Currently, the School of 
Management is in candidacy for AACSB, and 
has elected to use the new guidelines.  She is 
learning about both SIFE and the Small 
Business Institute® through her position over a 
department that houses both programs. Ann is 
no newcomer to senior-level university 
management; she has over 20 years of 
experience in this capacity and maintains 
significant long-term relationships with 
universities worldwide.  She has also provided 
strategic management consulting to hundreds of 
clients from the Internal Revenue Service to 
IBM, and is nationally certified to perform 
professional arbitration and mediation. 
 
Facilitator/Presenter: 
 Mrs. Sherrie Taylor is the current 
Immediate Past President of the Small Business 
Institute® national program and has been an 
SBI director for 11 years.  She has been a Sam 
Walton Fellow for almost 8 years. Ms. Taylor 
also has used different experiential learning 
techniques with her students in her role as a Sam 
Walton Free Enterprise Fellow with SIFE 
(Students in Free Enterprise.)  In 2003, she and 
her co-fellow accompanied the TWU SIFE 
Team for the 3rd time to national competition in 
Kansas City, MO., this time, bringing back a 
national Second-Runner Up Trophy and prize 
money. 



 



Creating the Creative! 
Stimulating Entrepreneurship through Education—the Singapore Story 

 
Ramin Cooper Maysami, University of North Carolina at Pembroke 

 
 

Abstract 
 

 If Singapore is to embrace the knowledge economy of the 21st century, it will need more 
enterprising people who think creatively to start up new, innovative businesses.   
 “Industry 21,” the Singapore Economic Development Board’s blueprint for maintaining 
competitiveness in the new economy, advocates development of local talent to achieve “…a 
culture, which encourages creativity and entrepreneurship…” The country’s education system, 
being recognized as a tool to promote entrepreneurial culture and activities, is therefore 
included in the government initiatives to support Industry 21. 
 This paper examines the relationship between entrepreneurship and education and 
examines how Singapore can cultivate entrepreneurial attitudes in students through education. 
It establishes that a more open, creative and practice-based education system will enhance 
Singapore’s chances of developing more entrepreneurs and proposes reforms to the existing 
education system. The article recommends strategies and measures to enhance the specific 
entrepreneurship programs within Singapore universities. 
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