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The Strategy of Small Firms – Professor Tim Mazzarol & Professor Sophie Reboud  


(Published by EE Publishing Ltd., 2009 ISBN 978-1 84376 4175)





Small businesses are found in economies around the world and their contributions are not to be underestimated, however they need to find a means of addressing the daily challenges of operational management while developing clear strategies for their future. The information, ideas and tests afforded in the investigations by Professors Mazzarol and Reboud are academic, stimulating, well documented and substantiated and while this book cannot be subsumed in one sitting; it is nevertheless advisable to absorb bite-size chunks initially and then later to return to digest additional facts. 








When do you the owner-manager or entrepreneur or administrator, plan? How do you plan and what do you think are the merits of having a business plan at all? Do you have a formally written business plan¹and do you think planning will make a difference to your business success? Do you, the owner-manager, realise that almost every decision you make takes on a strategic significance - for example the hiring and firing of a single employee takes on major importance particularly if your small firm only employs one or two people. Of course, applying the methods developed for larger companies to their smaller counterparts is not always suitable, so that route is not recommended however strategic frameworks, research questions and operational frameworks are proposed which are helpful and enlightening.   








Professors Mazzarol and Reboud have drawn material from various authors from the 1980’s, to the present time who have documented the theoretical nature of entrepreneurship, and especially tackled by the authors are a range of processes, management and planning. It is from this perspective a balance is sought to further assist the small firm in their interaction with their environment and identified are five types of small firms, namely:





Firms who have successfully grown from start-up to medium or large leadership of the same founders [Pick ‘n Pay and Eltron²];


Firms constrained by industry to be small firms, where any growth results in rising management costs and competition [engineering firms];


Firms based on innovation and patent control which are typically technology-intensive [Internet Solutions² and others];


Firms linked to and dependant on a single large customer or group of satellite firms [suppliers of parts for the automative industry, General Motors and Chrysler²];


Turnover firms that are continuously entering and exiting their industries [law and accounting firms].
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Some relevant issues need to be addressed with regards outsider support: preparing the program, potential feedback, facilitating the actual program, the outsider’s specific role, should the outsider be specialist or generalist5 and how long should the relationship last.





This well documented book includes much comparative research, diagrammatical data sources, conceptual frameworks, is innovative and abounds with resources of helpful outsider mentoring, references and a comprehensive index.





Footnotes [mine]


¹	In South Africa, during our Company Law  Today workshops, Graeme and I have discovered under 5% small businesses admit to having at least a modicum of a business strategy in place. 


²	Random examples are inserted by myself and alloted South African business names in order for South Africans to identify with the classification more fluidly. 


³	This is a significant issue especially if one had it in mind to extend your business to the next generation bearing in mind the actual business might not be passed on however the “entrepreneurship” idea might contine with profits. 


4	Company Law Today writes leave policies in South Africa for companies which include General Leave, Administration and Implementation – inter alia Board approval, authorisation, categories of leave.  


5	S 30 Companies Act, 2008 (South Africa) read with Regulation 2011, s 26 - 31 provides that a company under a certain threshold would not need to be audited by a certified auditor; a review would suffice - although there is no law against an auditor performing the function. The threshold is specified on the points system envisaged at (Regulation 26).  





The Authors


Tim Mazzarol is Winthrop Professor, Business School, The University of Western Australia and Affiliate Faculty member, Burgundy School of Business, Dijon, France.


Sophie Reboud is Professor, Burgundy School of Business, Dijon, France. 





Who should read this book.


Young men and women, business partners, entrepreneurs, friends, family-owned businesses and other small firms with no formal mission statement nor business plan however who wish to retain income, expenditures and equity in its financial ‘sinus rhythm’. Mentors, professional advisors, consultants, business schools, universities, colleges and other tertiary institutions, administrators, bank managers granting capital for close corporations and investors, small firm managers and cultural schools. Social networking firms, journalists, business researchers, bureaucratic and cyber companies not excluding risk and security companies. Pro-active entrepreneurs, human resource managers and pedantic, meticulous organised strategic planners.   
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A Case study involving four small firms and their emphasized characteristics is outlined by the authors. How they chose a growth vector or expansion strategy with corresponding export markets, cash flow and marketability both local and in foreign markets is depicted. How each of the four firms found a competitive position in order to explore the market advantage, innovation, product quality and their focus on profit margins rather than gross turn-over. Recognition amongst the firms on resource-based competition to secure market niche positions, investing in state-of-the-art technology for manufacturing and providing funds for R & D, investing in staff training and increasing expenditure on marketing and distribution strategies; makes for interesting comparative reading and I found myself thinking of family businesses who have succeeded and become great. The difference in strategic intent is explored and it is shown which of the four firm’s struggled with strategic vision but focused on growth and had a strong desire to develope their firm to a point where they could be self-managed - allowing opportunity to step back and let go to a management team capable of running the daily operations³. 








Have you ever considered strategic benchmarking your firm against the world’s best practices? How would you go about securing long term loyalty in customers? What about the scenario that being a family-owned business - you led the firm into a financial crisis and should you abandon export activity in order to keep the firm afloat should you find yourself in a dry season or two? And how about the situation of the female owner-manager who is keen to grow her business to a level where she could replace herself with a professional management team thereby allowing her to focus more on family-related matters close to home?4 








There are specific areas of focus underlined by Professors Mazzarol and Reboud: The small firm’s current performance and track record in creating new products or services; the firm’s base performance involving staffing, financial capital, plant and equipment; key internal influences on the firm’s development process with its senior managerial competencies and their commitment to growth; key external influences affecting the firm’s target markets, barriers to market entry, reaction of key competitors to the firm’s market entry and the guidance of outsiders; the process of product/market development of target markets and their corresponding certainties or uncertainties and the simple or complex nature of the firm’s product. 








Do outsiders hold sway in the decisions affecting your business? There are a variety of ways outsiders can inspire and assist the small firm to reshape their thinking and the ability of both sides to reach mutual agreement over solutions is imperative. The owner-manager must bear in mind that the mere presence of accountants and marketing specialists, professional advisors and financial strategists is not sufficient to make a noticeable change to the firm’s performance. There is evidence that the individual needs of diverse firms require assistance at different levels; for example in the case of a start-up firm, strategic planning advice is of greater value to the owner-manager than assistance with operational or administrative issues. Outsiders that assist with strategic planning can serve to compel otherwise busy owner-managers to take time to think in a systemic way about matters facing their business, whereas where business is engaged in more formal planning such as the structured strategic planning, the CEO will tend to use more outsiders than owner-managers as opposed to the shopkeeper who does little formal planning. 
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The small firm is dependant on the competence of its CEO or owner-manager to read market signals and decode them into action - bearing in mind this must align with marketing and sales activity, as well as integrating further with networking behaviour. Distinctions are made between performance of the CEO, the owner-manager, the entrepreneur, the sales person and the administrator. Risk-taking is a big issue and the small firm’s impact on risk-taking in entrepreneurship - risk tolerance versus risk perception, risk-taking as a process, the nexus between entrepreneurial orientation and planning behaviour, are views Professors Mazzarol and Reboud underscore. 











Ask yourself this - does your small firm have a written mission statement? Do you have an accredited quality management system? Does your business have a well prepared cash flow forecast? Do you have a contingency plan to ensure supplies? Do you have a well-structured set of financial KPI? Do you regularly monitor your firm’s break-even position and do you regularly scrutinise gross profit-margins and targets? 








To answer these questions one need to find out the causal link between formal planning on the one hand and successful performance on the other.








There are factors suggested that influence the value of small-firm planning and they are -


your task environment - with its uncertainties, 


turbulences and perceived risks; 


organisational configuration – the firm’s age and maturity, 


the extent and implications of growth, 


size of financial resources and complexities of the firm’s human management requirements; 


managerial characteristics – the level of entrepreneurship of top management, industry competency and level of planning competency of the owner-manager and top management. 
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