Why Do It?
By Chuck Walsh

Periodically, | get asked why a Small or Mid-sized
Business (SMB) would want to take advantage of an
advisor. | guess| could refer to statistics that indicate the
failure rate of SMB’s. 40% in the first year, 80% in 5
years, 80% of the remaining in ancther 5 years. Other
studies that show asurvival rate of only 50% after 5
years. All seem to refer to Commerce studies of one type
or another. Of course, that would infer that the interest is
in avoiding failure. Actualy, | am moreinterested in
moving companies into some type of growth or
improvement.

1. Business Start Up

While the entrepreneuria spirit is strong in the U.S., more
than likely a businessis devel oped because someone has
an ideathat will fly, one to which the owner(s) wish to
commit. A going concern of sorts develops. The
owner(s) become really busy and fedl successful, having a
nice and hopefully profitable business going.

2. Limited Timeframe/ Limited
Resources/ Limited Focus

So what isthe current situation of most of these SMB’s?
Where are they going? Well, the owner(s) are working
very hard to ensure everything gets done on a day-to-day
basis. All of those decisions have to be made. And
problems have atendency to be solved by a very select
number of people (the owner(s)) according to what is
needed now. Business development is more
opportunistic. | should put the emphasis from this
paragraph on “day-to-day” and “now” aswell as “select
number of people” and “opportunistic”.

Now let’s look at the larger companies. Thereisa
Planning department, beginning with setting a strategy.
ThereisaFinance division, an HR division, an
Operations division, a Marketing division. And probably
afew more out there for specia consideration. And when
aproblem comes about, al relevant players, with different
perspectives, get together to solve the problem. Thereisa
general direction for the company over alonger period of
time. And businessis developed on amore planned
basis. And whilethis can develop into “bureaucracy”, it
does, in general, permit longevity and focus within the
organization

3. Value of the Organization

Where isthe valuein an SMB? Maybe the technology, if
they have aniche that is difficult to replicate and they
control the patents. Maybe the persona service provided
by a small organization. More often than not, the valueis
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in the owner(s) who are the heart and soul of the
company.

In alarge corporation, though a CEO might be the prime
mover, the value of the organization must typicaly bein
the organization if it isto have any ongoing life.

4. Lifecycles of Companies

As companies develop over time, they go through
changes. The simplest model with which to work might
be the one discussed by Larry Greiner in 1972. The
phases included:

Creativity (leading to a Leadership Crisis)
Direction (leading to a Autonomy Crisis)
Delegation (leading to a Control Crisis)
Coordination (leading to a Red Tape Crisis)
Cooperation

And unfortunately, there does not appear to be any short
cuts through the phases.

The reason many companies do not progress is that they
reach the reasonabl e limits of their original organization.
Because the owner(s) have been deeply involved with the
company over anumber of years, they often find that
transitioning to a new role with less responsibility for the
detail isdifficult. And thiscan be for acouple of reason:

e  They do not know how to make the organizational
changes.

e They do not know how to manage in aless detailed
mode.

e They are concerned about |oosing control.

e They do not have the timeto develop the
organizationa change.

And thisisnormal. The company has reached a point
(and this can bein the early start-up phase) where some
additional “bandwidth” in the management ranks is
needed. You don’t need, nor can you afford additiona
full time management organization. On the other hand,
you need some additional time, expertise, whatever, to
help organize and implement those changes.
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5. Where to Start?

Today vs Tomorrow

Well, what do you want to do? Where do you want to be
next year, three years, 5 years, 10 years? What isthe

desired disposition of the company in those timeframes?
What is theimpact of those goals on what you need to do

today and tomorrow? How do you get from here to there?
How do you know you are making progress?

Thefirst diagram includes some of the
considerations as you progress in your
planning. Some key considerations that
supplement that diagram are: How are
you influenced by forces outside your
company, e.g., competition, changesin
technology, government rules? What
resources might be available to you
through other means?

The second diagram presents the
approach to implementing the planning.
And as the feedback loop indicates, it is
an ongoing process. Aswe all know,
the world is constantly changing. At
the same time, the ability to execute can
be fraught with itsown issues. The
ability to determine early that issues are
developing is critical to ongoing
success, and in some cases survival.

6. Summary

The aspects of running a business are challenging for
businesses large and small. With the world changing
faster every day, challenges come more quickly and more
often. While large corporations can draw from a breadth
and depth of management within the ranks of the
company, the SMB needs to identify other sources for

support, advice and assi stance.
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CW Business Support Associates, LLC,
through Chuck Walsh, provides a Business

Support Program sponsored by the

Institute for Independent Business using a
few hours aweek to assist Small and Mid-

sized Businesses (SMB’s) with their
ongoing devel opment.
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