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Abstract
Strategic planning is the management process that helps organizationprepties for
achieving their long-term goals and objectives. Yet the relative utilittyeoprocess is
not widespread among small businesses. Prior empirical studies are Wntitedgards
to understanding how small businesses conduct strategic planning. This studydexplore
the strategic planning process of 15 small businesses in north and northwest Omaha,
Nebraska, and the extent to which they have a formalized strategic plan. A
phenomenological approach was the qualitative research method adopted for this study.
Through the use of interviews, the study identified the essential elemettsedis
planning, the challenges the small firms encounter, and best practicesubegdmified
and/or developed. The findings revealed the majority of the small business oweees ha
formalized strategic plan. The participants indicated that the primasgirdar having a
written strategic plan is to provide a guideline in making strategic dasisibout the
direction for the firm and what activities are the best fit for the orghorzdurthermore,
the findings concluded that the strategic plan and best practices they haxmamigd
gave the organization a sense of direction and focus. Based on the interviews from this
study, the participants regularly assess the external environmentppar®WwOT
(strengths, weaknesses, opportunities, thjestalysis, monitor their strategic plan, and
make changes as needed. The results of this study illustrate the need|fbrmssto
utilize the strategic planning process and develop strategies that hagplgeisuccessful

future direction of the firm.
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CHAPTER 1. INTRODUCTION

Introduction to the Problem

Increasing attention has been given to the role and prominence small lmssiness
play in job creation, employment, and economic expansion (Gaskill, 2001; Hornaday &
Nunnally, 1997; Small Business Administration [SBA], 2005; Tigges & Green, 1994).
Moving the United States toward economic prosperity has been attributedllto sma
business intervention (McQuaig, 2006; SBA; Wise, 2003). In particular, entegpian
ventures have been a primary source for generating jobs and driving smalsfusine
growth (Bates, 2001; Catley & Hamilton, 1998; SBA).

According to the U.S. Office of Advocacy’s small business economy report
(2006), the American economy expanded in 2005 as a direct result of over 2 million jobs
created by small business owners who developed innovative products and services, hired
additional workers, and invested in their own companies. As further evidence, small
businesses have helped the United States compete globally, inspire teclhologic
advances, preserve competition, create jobs, and strengthen the country’s overall
economy (Catley & Hamilton, 1998; Hornaday & Nunnally, 1997; McLaughlin &
Perman, 1991). This is also confirmed by statistics compiled by the SBA (200&), w
reported that small businesses represent 97% of all companies, employ théwofk
force, and have created 67% of the new jobs in the United States over the lass10 year

While the role of small business in the economy is clear, alarming numbers of
these entities are historically unsuccessful. According to Gaskill, “izesi@ economic
benefits and opportunities provided by small business initiatives, small business

1
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continues to be inextricably linked to high failure rates and problematic mhede
(2001, p. 2). To this end, the SBA (2005) reported that approximately half of new
businesses fail within their first 5 years of operation. Moreover, smalldsssfailure
rates are significantly higher than the failure rates for larger bugiRegers, Gent,
Palumbo, & Wall, 2001). The reasons cited for small business failures are aslsodiate
poor management, finances, and failure to employ strategic planning (Gheist998;
Kristiansen, 2004).

Increasingly, there has been a targeted focus on how small businesses can avoid
failure and ultimately achieve sustained economic success. According to Mortek, P
Quintas, Storey, and Wynarczyk (1988), strategic planning is one of the keganserd
tools lacking in small businesses. McQuaig (2006) reiterated this finding, repirait
only 20% of small business owners practice strategic planning, despite ewiznce
strategic planning is linked to business success. Although small busineggcstrate
planning behavior has been described as unstructured, irregular, and incomprehensive
(McLaughlin & Perman, 1991; Sexton & Van Auken, 1982), Van Kirk and Noonan put
the value of strategic planning for small businesses into perspective: “Attlaogood
plan is not enough in itself to save a firm, it can increase the chances for sUA9&;

p. 2).

Invariably, studies that focus on the relationship between strategic plamoing a
organization performance are conducted in large organizations (Monck et al., 1988;
Olson & Bokor, 1995; Robinson & Pearce, 1984). Considering the value of small
business to the economy, along with the high failure rate of these entities, hweglgc
research that explores the role of strategic planning in small businesdesl n8ach

2
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research could shed additional light on the benefits of strategic planning as i

challenges small businesses face in adopting strategic planning @actice

Background of the Study

The concept of strategic planning emerged during the 1950s after Henri Fayol
contended there was a lack of adequate planning in organizations. Fayol, a Frengh mi
executive, was concerned with company planning at all levels and stresseditf@ nee
management to develop short-, medium-, and long-range plans as businesses&ansi
from mundane operations to dynamic, environmental conditions (as cited in Still, 1974).
Fayol suggested that the functions of management included planning, organizing,
commanding, coordinating, and controlling. From a historical perspective, tlyis ear
contribution to management theory established the foundation for the study and use of
strategic planning.

Over the years, research studies have built upon the management theory and
found that strategic planning holds both practical and theoretical value (Brewst& H
1999; Drucker, 1976; Mintzberg, 1994; Schwenk & Shrader, 1993; Sexton & Van Auken,
1982). From a practical perspective, according to Brews and Hunt, thenstapi
established between planning and performance would suggest that effestoamés
enhanced by comprehensively engaging in the basic operational and strategic planning
activities. Theoretically, Brews and Hunt pointed out that the importdrateategic
planning is primarily linked to experience acquired through a wide rangerdgerial
decision making. Strategy development and implementation undoubtedly drivedearnin
and progress for businesses. As such, the general acceptance gitqitatming is

3
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rooted in an organization’s preparation for the future and adaptability to ambate
growth.

For these reasons, a substantial body of literature has evolved on the elfficacy
strategic planning. Specifically, Robinson and Pearce (1984), Sexton and Van Auken
(1982), Bracker and Pearson (1985), and Bracker, Keats, and Pearson (1988) conducted
studies that generated varied results with respect to the benefit efjistfaianning in
small businesses. Sexton and Van Auken added that the level of strategic planning
sophistication must be considered. On the other hand, published studies have found that a
lack of strategic planning by small firm owners or managers may contsigmiécantly
to the firm’s failure to succeed (Christopher, 1998; Kristiansen, 2004; McQuaig 2006;
Monck et al., 1988). Indeed, suggested Bracker and Pearson, and Schwenk and Shrader
(1993), evidence indicated that putting into place effective planning systems and
techniques, along with sound decisions specifically tailored to the needs iofithedy
improve the small business’s long-term success.

While there is empirical evidence extolling the benefits of grai@anning
(Robinson, 1982), most small organizations often prefer to avoid planning or do not
conduct strategic planning well (Michaluk, 2002; Mintzberg, 1994, Perry, Stout, &
Smallwood, 1993). Creation of effective strategies is often lacking on a constamtigong
basis. Studies conducted by Briggs and Keogh (1999) and Tregoe and Zimmerman
(1979) revealed that because of their limited resources, quality deciskomgrséills,
and lack of financial stability, many executives do not understand the congdfithe

strategic planning process and poor choices are made.
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A company’s strategy is a blend of actions generated from internal and external
approaches (Thompson, Strickland, & Gamble, 2005). In fact, according to Kay (2000),
strategy deals with optimizing the internal capabilities of the firrhiwithe context of its
external environment. The argument is that leadership effectivenesstwimed with
formulating sound strategies showing how well-defined objectives can b plcshed
in a changing environment. Furthermore, the implication is echoed from severes$ studi
(Bracker & Pearson, 1985; Chrisman & Leslie, 1989; Robinson, 1982) suggesting the
importance of consultants in development and implementation of strategic planning
systems.

In some cases, if strategic planning is effectively used as a manageoig
incorporating outsiders in the planning process can supplement management deficienc
Arguably, due to management’s perceived inadequacies, many firms find it in gteir be
interest to hire outside consultants to assist in strategic planningtteithedto the
planning themselves (Borch & Arthur, 1995; Bracker & Pearson, 1985; Chrisman &
Leslie, 1989; Robinson, 1982; Sanford, 1982; Sexton & Van Auken, 1982; Still, 1974).

A growing amount of literature has evolved describing the importance of
“outsiders” in improving the effectiveness of strategic planning and financia
performance of firms (Bracker et al., 1988; Bracker & Pearson, 1985; Goho & Webb,
2003; Robinson, 1982). One of the first studies on external expertise was conducted by
Robinson to assess its value on strategic planning for small firms. Based ordlithgsfi
he concluded that there were significant benefits associated with tharassisf
outsiders in the strategic planning process. Subsequent research on theirspategic
planning (Bracker & Pearson) and outsider assistance (Chrisman, Nelso®&, Hoy

5
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Robinson, 1985) supported Robinson’s findings that performance is enhanced when
small firms develop strategic plans with the help of external consultants.

Although many reasons have been documented for small business failures, it is
important to recognize how strategic planning is used. Thus, further erhgiudees can
add to the creation of scholarly knowledge in this arena by probing deap#rantature
of strategic planning techniques practiced and the impact of externalisxpadditional
research may also be beneficial in identifying important strafggining variables and

characteristics under which small business strategic planning is fieasive.

Statement of the Problem

Small business development is essential to economic growth and job creation
(Gaskill, 2001; Hornaday & Nunnally, 1997; McQuaig, 2006; SBA, 2005; Tigges &
Green, 1994). Furthermore, Hornaday and Nunnally emphasized “the importance of
small business to the U.S. economy cannot be overstated” (p. 34). Yet, despite evidence
of their importance and benefit to society, almost half of small businedsdsriiag the
first 5 years of operation (SBA). Moreover, it is well known that the failueefoa small
businesses is considerably higher than larger firms (Bruno, Leideckéarder, 1987;

Rogers et al., 2001).

Given the high failure rate of small businesses, there has been focusedraitenti
the literature on isolating the source of the problem. A common reason cited as to why
small businesses fail is poor decision-making skills (Bruno et al., 198 &tGjjtrer,

1998; Kristiansen, 2004; McQuaig, 2006; Robinson, 1982). However, there is also some
debate over how the efficacy of strategic planning impacts small businassss rates.

6
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While planning does not guarantee business survival (Mintzberg, 1994; Quinn, 1980) and
many small companies are successful in lieu of a formalized stratagi¢hddell,

1988), a number of researchers have contended that a contributing factor tasbusines
failure is a lack of strategic planning (Brews & Hunt, 1999; Bryson, 1998; Chandler,
1962; Davis, Jones, & Kraft, 1981; Smeltzer, Van Hook, & Hutt, 1991; Van Kirk &
Noonan, 1982; Walsh, 2005). Further scholarly research is needed to better understand
how small businesses conduct strategic planning, what challenges theynthataa

best practices they have identified and/or developed.

Purpose of the Study
The purpose of this study was to explore the strategic planning process wit
small businesses. In particular, the study assessed the extent to wélidhusmesses in
north and northwest Omaha, Nebraska, have a formalized strategic plan. Thasiudy
sought to better understand how small businesses conducted strategic planning, what
challenges they faced, and what best practices they identified and/tmpaevd he

following research questions guided this study.

Research Questions

1. To what extent do small businesses in north and northwest Omaha have a
formalized strategic plan?

2. How do small businesses in north and northwest Omaha conduct strategic
planning?
3. What challenges do small businesses in north and northwest Omaha face

in the strategic planning process?
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4. What best practices have small businesses in north and northwest Omaha
identified and/or developed?

Theoretical Framework of the Study

There were three underpinning themes to this study: First, the resesyaght to
understand how small businesses conducted planning and its role in decision making;
second, the strategic planning process is fundamental in achieving business andce
organizational goals for small businesses; and third, achieving businessreela
range of best practices and businesses intelligence to predict today afudt fllarfuture
(Dahlgaard, Dahlgaard, & Edgeman, 1998; Peters & Waterman, 1982; Wiseman, 1995).
The themes were explored in relation to existing strategic planning mduaeigture of
business strategies, challenges to strategic planning, and best pravitegete
Additionally, the review of literature considered the perception of envirorainent
uncertainty on the effectiveness of strategic planning for small busin@skeer and
Bjerke (1997) maintained that organizations and their environment evolve together

continuously interpret, react, and adapt to information from the environment.

Significance of the Study
Strategic planning for a firm’s future is a common management tool useden lar
businesses. They are constantly identifying short- and long-term busppessunities
through regular strategic planning (Van Kirk & Noonan, 1982). However, it is not as
popular in small businesses. The absence of empirical research rgghaedvalue of

strategic planning for small business creates a need for criticgsenal this topic.
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Thus, this study was significant in that it provided a framework for obtainiipiiead
data on the relationship between strategic planning for small business and ogaalizat
effectiveness.

Putting the value of strategic planning into perspective, scholarly ressarch i
needed to address the concern reported by the SBA (2005) that over half of new
businesses fail within their first 5 years of operation. Most authors agteehtha small
firms conduct strategic planning, they are more likely to experiencetédonmgsuccess
and effectively adapt to challenges that confront the business (Brackel688t.

Briggs & Keogh, 1999; Robinson, 1982; Van Kirk & Noonan, 1982; Walsh, 2005).
Consequently, a primary goal of this research study was to investigateghete which
small businesses practice strategic planning through qualitative methodsiioy.i

This research study is important because, based on the premise that strategic
planning is not commonly practiced in small businesses, it will createaess and add
to the body of knowledge that may help businesses to engage in competitive advantage

and survive in the business world.

Definition of Terms

The following are definitions or descriptions of key terms used in this study.

Case studyAn exploration of a case or system bounded by time or place, through
an in-depth data collection rich in context involving multiple sources of infaamat
(Creswell, 1998). According to Bogden and Biklen (1992) and Yin (1994), a goal of the
case study approach is to develop an understanding of a complex phenomenon within its

real-life context.
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ConsultantsAccording to Bracker and Pearson (1985), consultants provide
expertise in the areas of finance, marketing, planning, management, operations, a
accounting. This knowledge enables consultants to give support in the development and
implementation of strategic planning goals. Other terms used inteediaygre
advisors external expertiseandoutside assistance

EntrepreneurA small business owner who carries the responsibility for directing
his or her firm and assumes the risks of ownership (A. C. Cooper & Dunkelberg, 1986).

External expertiseJsed interchangeably wittkternal sourcesoutside
assistanceoutsiders andexternal assistancedt is used to describe consultants
(consulting), mentoring, and coaching (Goho & Webb, 2003).

Owners of small businessésdividuals who own the company (SBA, 2005).

They are also referred to as Chief Executive Officers (CEOSs) asttiémnés.

Small businesslhe Small Business Act stated that a small business is “one that is
independently owned and operated and which is not dominating in its field of operation”
(as cited in SBA, 2005, p. 1). Small businesses are also described as separate f
outside control by larger enterprises and having fewer than 500 emplogsésrIfE&
McCallion, 2007). In addition, the Small Business Act stated that in determiiaig w
constitutes a small business, the definition will vary from industry to industeflézt
industry differences accurately. The U.S. Office of Advocacy (200&) etk small
business for research purposes as an independent business having fewer than 500
employees. But to be eligible for SBA programs, the numerical definitiorsvayie

industry. For instance, 100 employees is the limit for wholesale trade businesse

10
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The “size standard,” which is stated either as the number of employkes or
average annual receipts of a business, has been established and revised by the SBA ove
the years. The ternsnall businesandsmall firmare used interchangeably. For
purposes of this study, a business with fewer than 20 employees is consideréd a sma
business.

Small business succe3$e termsuccesssurvival andsmall business
developmenare used interchangeably and refer to the positive growth and progress of the
business. According to Tigges and Green (1994), small businesses are critiedUtS.
economy, providing jobs, achieving success for many ethnic groups, and instrumental i
developing technological advancements.

Strategic planningA management tool more commonly practiced in medium-
and large-sized organizatiorsttategic plannings generally defined as the progression
of decision making that sets in motion action plans and resource allocation to achieve
company goals. Implicit in this definition is accessing output of the stegagining
system for compatibility with the organization’s goals and its environmétif {S74).

The strategic planning process results from individuals strategibaikirig about or
evaluating the future direction of the company.

Whereas strategy is a plan of action, strategic planning is a disciplinessgiafc
decision making that identifies goals and objectives to be achieved that produces
decisions and specific procedures by which the company will achieve itsddesiuits
(Bryson, 1988; Moyer, 1982). According to Mintzberg (1994) and Drucker (1976),
strategic planning is a process by which an integrated system of relatvslgquential
decisions, created by organizational performance, enables an organizatioeve ds

11
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desired results in an unpredictable environment. Furthermore, Bryson insisted that the
decisions reached through strategic planning guides “what an organizatbmaist
does, and why it does it” (p. 11).

Strategic planning modelScenario models for outlining the strategic planning
process. They include guidelines for basic strategic planning, issue- drayeal
objectives, scenarios, and organic planning (McNamara, 2000). There is no one perfect
strategic planning model for each organization. McNamara argued that eacizairga
designs its own model. Some companies integrate models to assist in idegoigisng
and how to strategize to address the issues and achieve the goals. McNarharatwe
state that other organizations often develop their planning model by choosingteug exis
model and “modifying it as they go along in developing their own planning process.
Strategic planning models provide a range of alternatives from which orgamszatight
select an approach and begin to develop their own strategic planning procé$s” (p.

Strategic thinkingFocuses on being proactive, not reactive, to creating value and
vision for the organization. It is the way people think about, assess, view, and create the
future direction of the organization (Bracker & Pearson, 1985; Goho & Webb, 2003;
Robinson, 1982; Van Kirk & Noonan, 1982).

Strategy A blend of actions generated from internal and external approaches
(Thompson et al., 2005). Quinn defined strategy as “the pattern or plan that egegrat
organization’s major goals, policies and action sequences into a cohesive whole” (1980,
p. 311). It is in this respect that management develops alternative coursésmoihact

their strategic planning.

12
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Assumptions

Assumptions become a guide for creation of knowledge (Arbnor & Bjerke, 1997)

and establish the foundation in research for information that is acceptedraamive

perceived to be a part of the study. Safarik, Wolgemuth, and Kees (2003) stated tha

assumptions are useful and necessary work for researchers. Consequemndly, seve

pertinent assumptions must be noted that were critical to this study:

1.

It was assumed that the topic is relevant to the field of organization,
management, and the business community.

This study was limited to interviews with only 15 small firms; hence, it
was understood that the research study is not intended to explain all
aspects of strategic planning that will ensure success and survival.

This study assumed the businesses were in operation at the time of the
interview and made no insinuation to their level of success. Thus, the
intent was to study only the role, challenges, and best practices ofistrateg
planning within small businesses, not if the business is successful.

It was also assumed that interpretation of the data collected added to the
creation of knowledge as it related to strategic planning in small
businesses in Omaha, Nebraska.

Based on the literature review, it was apparent that there is a relationship

between strategic planning and company performance. However,
investigation of that relationship was beyond the scope of this study.

Limitations

The following limitations were inherent to this research project:

1.

The data collected were from a small sample size; thus, genellélzabi
problematic to other organizations and industries.

One of the perceived drawbacks to qualitative research is the concern of
external generalizability to other situations (Patton, 2001). However,
because of the intrinsic value found in a qualitative research design,

13
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Denzin (1988) and Creswell (1998) argued that generalizability is rejected
as a goal by many qualitative researchers.

3. This limitation was acceptable in view of the fact that the primary purpose
of qualitative research in this study was to describe and clarify reality
experiences from the perspective of those small business owners who
lived them.

4, Another limitation was that the standard description of a small business, as
defined by the SBA (2005) and the U.S. Office of Advocacy (2006),
ranges up to 500 employees. This study was limited to businesses with
fewer than 20 employees.

5. The study was restricted to small business owners whose businesses were
located in north and northwest Omaha, Nebraska.

Nature of the Study

The purpose of this study was to understand the role and extent of strategic
planning as it relates to small businesses by answering the researamguegshis
study. The presence of small business strengthens the country’s overall yconom
(Hornaday & Nunnally, 1997). The importance of small business to the economy, along
with alarming statistics that over half the businesses fail duringfitgib years of
operation (SBA, 2005), creates a need to understand the small business ownéuis-decis
making strategy and how they conduct strategic planning. Chandler (1962) and Ansoff
(1965) established strategy, formulated through strategic planning, asrdlliernce on
business success. Hence, this study described and addressed if smabdmisines
conducted strategic planning, the influences of environmental uncertainty aadenal
behavior on the perceived benefits of strategic planning, the challenges snmakbesi
faced in adopting strategic planning practices, and evaluated best grdetredoped as a
result of effective strategic planning.
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Specifically, a study of this nature was significant and created scholarly
knowledge for the following reasons:

1. It added to the limited base of information about strategic planning in
small businesses in Omaha, Nebraska.

2. It generated information that could be utilized by small business owners to
guide their decision-making efforts in the strategic planning process.

3. The findings may be of interest to external experts and consultants in
developing or enhancing the strategic planning models they offer to their
clients.

4, This study is useful in understanding the challenges and best practices

obtained from the interviews that could be integrated in existing strategic
planning models.

The data were analyzed utilizing a qualitative phenomenological researc
approach to gain an understanding of the impact of strategic planning on small
businesses. The researcher identified and interviewed 15 business owne@sor CE
through convenience sampling of small businesses in north and northwest Omaha,

Nebraska, to collect evidence of their strategic planning process.

Organization of the Remainder of the Study
This study is organized into five chapters. Chapter 2 presents a review of the
literature relevant to the role and impact of strategic planning for smalessss. Other
subthemes included in the study are strategy, strategic planning behavienggsal
faced by small businesses, and best practices. The research desigy singieyed,
data collection procedures, and data analysis techniques in this studgaiieediein

chapter 3. Presented in chapter 4 is the data analysis of the findings. Chapten8| the fi
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chapter, interprets the study’s results and conclusions. Additionally, thitectudfers

suggestions for further research and recommendations.
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CHAPTER 2. LITERATURE REVIEW

Introduction

The purpose of the literature review was to refine and redefine the research
guestions (Creswell, 2003). In order to better understand the role of strategiogkanni
small businesses, a historical perspective on small business ownership isdrédeant
chapter then considers the various barriers challenging small businesssstice
concept and nature of strategy, and strategic planning behavior thattésistnaerlying
assumptions behind the research questions. Salient characteristics ith@tidisthe
manner in which strategic planning is conducted in small businesses and business
strategies are discussed. Also, the examination of literature consiegrsrception of
environmental uncertainty on the effectiveness of strategic planning &irlausinesses.
Finally, descriptive empirically based literature describing busierategies, strategic
planning models, challenges related to strategic planning, and bestgs @ertaining to

small businesses are identified.

Historical Perspective of Small Business Ownership
Small businesses are defined as independently owned and operated firms that hold
a relatively small share of the market, are separate from outside conlaodéer
enterprises, and have fewer than 100 employees (Easterly & McCallion, 2007; SBA,
2005). Over the past decade, the number of small business owners in most industry
sectors has grown dramatically (Berrett, Burton, & Slack, 1993; SBA, 2006yrdtwh
and significance is such that Schwenk and Shrader (1993) described small businesses as
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the backbone of the U.S. economy primarily for the role they play in job creation. This
rapid growth of small businesses has sparked debate on the root cause of peojgst's inter
in the self-employment arena.

Existing research presents two viewpoints on what drives the entrepreaedrial
small business culture (Hughes, 2003; Krahn, 1995). One perspective advanced the
assumption that self-employment is shaped by voluntary entry into the entre@eneu
market. This angle, known as the “pull” standpoint, is because becoming selfyethplo
is a personal decision to seek out opportunities and independence (Hughes). On the
opposite end of the debate is the “push” position (Hughes), which describes self-
employment as the product of downsizing, response to a cyclical economy, lack of job
opportunities, and restructuring (Hughes; Krahn; Meager, 1992). The authors ceshment
that an exhaustive set of studies support both perspectives, but they failed to yield
conclusive evidence on which perspective contributed more to the rising entrejateneur
market. Nonetheless, Hughes reported the literature findings agreddithdiatever
reason, the resurgence of self-employment (whether from being “pushdilled”)
has brought an awareness of the challenges faced by business owners imastarting
business.

Although financial challenges such as obtaining capital (Fischer, Reularke
1993), may exist in starting a business, venturing into the arena of entrepreneuaship i
opportunity to sell a product or service that is perceived to be marketable, gagidina
independence, use a skill, and achieve the desire to be one’s own boss (Birley, 1989;
Goffee & Scase, 1983; Sexton & Van Auken, 1982). These findings were consistent with
a research study conducted by Hirsch and Brush (1984) who concluded that all
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entrepreneurs faced similar, yet different, challenges. For irstsiecheul and Thurik
(2001) reported easier access to financing for some entrepreneurs vatieeeas

identified fewer funds for startup as a major barrier to entry in the isgfegyment

arena. In the end, regardless of the barriers or challenges, Hughes (2008) dsae

small business owners are motivated by a passion to be successful, independent, and t
capture a dream that presents an opportunity for a challenging and meaningful work

environment.

Barriers Challenging Success for Small Business Owners

According to the SBA (2005), small business ownership is a fast-growing market
segment. In fact, Hornaday and Nunnally emphasized that “the importamoalbf s
business to the U.S. economy cannot be overstated” (1997, p. 34). In essence, argued
Tigges and Green (1994), they are essential to the economy and employmeveiiow
small businesses encounter many challenges to success and survival. Coyseguent
result of the growing number of businesses that formed and resulted in bankruptcies,
hostile takeovers, and failures in the 1970s and 1980s, subsequent research began to
address the cause of these failures (Kalleberg & Leicht, 1991) and tieedf@aced by
small business owners.

Research indicated many business failures could have been avoided through better
planning. Young (2002) reported that the failure of small businesses is driven by
problematic barriers and lack of preparedness. Researchers have retegoietal
influences, human resource limitations (Gilbert, McDougall, & Audretsch, 2006e3i
& Green, 1994), access to capital (Thakur, 1999; Verheul & Thurik, 2001), and
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socioeconomic challenges (Chrisman & Leslie, 1989; Easterly & Mio8a007) as

key constraints that contributed to the struggles of small business. Other &iodsesl

on limitations of time (Byers & Slack, 2001; Sexton & Van Auken, 1982), personal
inadequacies (Kalleberg & Leicht, 1991; McLaughlin & Perman, 1991), training, and the
desire to retain control of their business (Bird, 2001; Kalleberg & Leichtih&unore, a
research study conducted by Rogers et al. (2001) identified economic atatrakruc
barriers, such as start-up investment and industry concentration, as being unique
frustrations experienced by small business owners.

While socioeconomic conditions and structural barriers are external issues tha
force owners to adapt to the environment, David (1995) emphasized that internal
attributes, which can also hinder the success and survival of a business, are within the
power of management, thus instrumental in providing the basis for developing the
company’s strategy. David mentioned that training and education aréi@ssements
in a business plan preparation. In other words, small business owners have direct control
over improving themselves personally and professionally, limited only by their own
motivation.

It was this level of motivation that led David (1995) to suggest that small business
owners tend to be more stable and successful if they clearly possess tenithical
business skills, and are passionately driven to mitigate the barriergehagpteto stall or
limit their success (Rogers et al., 2001). Furthermore, Tigges and Green &8
that successful entrepreneurs and small business owners are developed tronggh st

network support, training programs, and education. David noted that unless entrepreneurs
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are motivated and equipped with these skills, they may be prevented frongstarti
business, maintaining it, or overcoming problems they may encounter.

Another challenge facing small business owners is the ability to grow andsustai
a business. It is a fact that small business owners have the passion and desire to be
successful (Hughes, 2003); however, the lack of capital and management erpeienc
impede their expansion ability (Hornaday & Nunnally, 1997). Clearly, a rel&ipns
exists between economic viability and growth (Hornaday & Nunnally; Horn&day
Wheatley, 1986). A study performed by Kalleberg and Leicht (1991) substantiated thi
assessment. According to them, the success of small businesses wed biffexit only
the lack of capital but other critical issues such as industry differencesnalegsals,
organizational structures, and the personal characteristics of the ownessSscusat
explained by listing individual strengths, but, “core competencies or crésalrces”
(Kalleberg & Leicht, p. 16). Strategic action plans are developed thatdocus
enhancement of the firm’s core competencies. Hence, activities fit and coemplene
another. ldentifying and learning to adjust to these barriers and cleslengrucial to a
small firm’s chances for success and survival.

The performance of small businesses in survival and success was found to relate
to the sophistication and effectiveness of strategic planning in sessealch studies
(Bird, 2001; Byers & Slack, 2001; Kalleberg & Leicht, 1991; Sexton & Van Auken,
1982) Byers and Slack suggested that when effective strategic planning is conchected, t
process considers how to overcome and adapt to external and internal influences that
could impact success and survival. Research studies have concluded that masgdzrisine
failed due to the lack of effective planning. Consequently, the collapse of small
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businesses, according to Kristiansen (2004), tended to be associated witluthédai
employ strategic planning. Research sought to explain certain aspettstegic
planning and concerns associated with its use for small business.

A number of concerns have been consistently raised by scholarly researchers
regarding the theoretical foundation of strategic planning. Still (1974) nreedtthat
early contributions toward planning theory at the managerial level wéiadatue to
deficiencies in a formally established, empirically based descrifhtea@y of strategic
planning behavior in the business environment. Additionally, Still noted a shortage of
empirical studies about the strategic planning practices of small bsigind that there
was a low level of integration and synthesis among the various theorepoadepes to
strategic planning.

The concerns noted by Still (1974) seemed to be addressed during the 1960s and
1970s as significant developments in management theory resulted in the establefhme
a distinct framework of theory concerning strategic planning (Mockler, 19ifQV@&ten,
1972) based on the works of early theorists such as Fayol and Wren. Singecstrate
decisions and actions are important aspects of a firm’s behavior, these demgopme
provided the underpinning for discussions on the planning process relevant tacstrateg

decisions in small businesses and how they are impacted by environmental issues.

Environmental Uncertainty
Several authors contended that environmental pressures increased the need for
strategic planning because the uncertainty was an opportunity for gatheoimgatibn
(Ansoff, 1991; Cohen, 2001; Swamidass & Newell, 1987). According to Miller and
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Cardinal (1994), firms facing constant changes in their environments would rely on
strategic planning to get them through the unpredictability and pressures of
environmental conditions. It was Cohen’s assertion that strategic plaming a

nonstrategic decision making were impacted by conditions in the external business
environment. In fact, some researchers suggested that formal stpdéeiing is the first
management activity to go in times of uncertainty (Cohen; Heene, 1997; Sanchez, 1997).

In order to understand the nature of the strategic planning and environmental
uncertainty relationship, the perceived environment uncertainty and its effecategistr
planning needs to be discussed. Various definitions have been offered for environmental
uncertainty such as unpredictability, lack of knowledge for decision making, catyplex
of alternatives, and degree of objectivity of the external environment (Child, 1972;
Duncan, 1972; Matthews & Scott, 1995; Milliken, 1987; Scott & Mitchell, 1976).
Furthermore, these descriptions surrounding environmental uncertainty pose the
guestions to decision makers of “What is occurring or what is likely to occur tasky
domain? Given what is occurring in the task environment, how is this likely ta affec
organization?” (Matthews & Scott, p. 35).

According to Milliken (1987), researchers are basically examiningegmonse
options to these questions when studying environmental uncertainty. “Organizatiens ha
to respond to change faster and with greater risk whilst operating in anectpetérnal
and external climate” (Briggs & Keogh, 1999, p. 448). In essence, reseanheeeking
to explain the type of uncertainty that exists that influences managjenmability to
understand interrelationships between environmental uncertainty and determfnants
strategic planning.
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Identifying the determinants of strategic planning has received coaisider
attention over the past 10 years (Brews & Hunt, 1999; Byers & Slack, 2001; Cohen,
2001). Many factors, such as organizational size, structure, capital, and orgardizationa
complexity, have long been determined to be important ingredients in the strategi
planning process. Yet the effects of the external environments on the organization have
been gaining increasing attention as to their response to environmentaschadg
impact on strategic planning (Brews & Hunt; Cohen; Hopkins & Hopkins, 1997;
Matthews & Scott, 1995; Porter, 1996). These authors maintained that in order to
generate a competitive advantage, the process of strategic planningjstiagtiish
innovations created within the organization and those imposed by external forces.

In his conceptual framework identifying variables that described smatidsssi
owners, Gardner (2004) declared that perception is the key characteristic of
environmental uncertainty for small business owners and entrepreneurs. Coimgborat
this assumption, Bruno and Tyebjee noted

An entrepreneurial firm typically faces a more uncertain environmentasd h

poorer access to environmental resources than a large firm. Its adrivgstra

structure must be sufficiently flexible to react to these uncertaintges a

sufficiently skilled to improve access to resources. (1982, p. 302)

Additionally, several researchers recognized the key to effectategic planning is
management finding a balance between environmental scanning and thein@eiafept
the environment (Aldrich, 1979; Bourgeois, 1980; Hambrick, 1982; Matthews & Scott,
1995).

A company’s understanding of both its internal and external environments is one

of the most important factors taken into consideration in organizational studies ared bef
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an effective strategic plan can be implemented (Aragon-Correa & CordonZ065).
According to Arbnor and Bjerke (1997), a connection exists between the business and
environment, that worked together to adapt and develop information toward achieving
organizational goals. Thus, some small businesses are influenced by theghangin
contextual pressures and volatility of their industries (Gratton & Kokolakaéb7).

They generally have little control over the dynamism of environmental conditions.

This instability, coupled with the fact that small businesses have less\tdarfa
environmental uncertainty than large businesses (Storey, 1995), means tbgitstra
planning is particularly important to survivability. For example, MatthavesZcott
(1995) conducted a study to address the issue of management’s perception of
environmental uncertainty on small firms and the relationship to strategicipg. In a
research study of small businesses, they determined that the approachotonesvial
uncertainty in small businesses was to decrease strategic planningegiperof
environmental uncertainty increased. The authors added that a contributingicbiastra
the decision was the small firms’ resources, as contrasted by langéificrease in
planning despite unsteadiness in the environment.

Bracker and Pearson (1985) echoed this finding in their study of the relationship
between perception of the external environment, sophistication of strategicglaamal
firm performance. They researched the use of planning consultants and the type of
planning sophistication classified into one of four categories: structureelgstra
planning, structured operational planning, intuitive planning, and unstructured planning.
The authors noted that understanding a firm’s perception of the external enviramment
warranted. The results of their study were substantiated by Ruerahéi’s (1998)
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findings that the use of sound, sophisticated planning systems greatly enharfcess
chances of success and survival.

While there is extensive literature available on how environmental uncertaint
impacts decision making in larger firms, it has been minimally exploredafi Brms
(Aldrich, 1979; Jauch & Kraft, 1986; Matthews & Scott, 1995). According to Lindsay
and Rue (1980), perceived environmental uncertainty greatly influenced strategi
planning in large firms. However, there is little empirical evidence on thecingpa
uncertainty on planning in small firms (Matthews & Scott). Yet, regardleBsosize,
the perception of environmental uncertainty is important in decision making and the
development of strategy.

In a study conducted by Matthews and Scott (1995), the findings revealed that as
environmental uncertainty increased, the likelihood of strategic planningddyfsms
decreased. Thus, small business owners spent more time addressing theayegric-
short-term operations rather than strategically planning for the futul@sisame study,
Matthews and Scott noted that the opposite occurred with large firms. That is, their
response to environmental uncertainty was to increase strategic planningeprddie
reason given by the researchers for the divergence in small and largadactions to
environmental uncertainty is time and human constraints experienced by sms|&f$
also noted by Byers and Slack (2001).

Furthermore, Fredrickson (1984) found that small firm business managers wit
little managerial expertise were less certain as to how to respond to ablenst
environment. Added to the uncertainty of their response options and time constraints,
many small businesses viewed the need for strategic planning as ne@fgsoleckson).
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Limitations brought on by environmental uncertainty and the inability to influence
market conditions were justification for small business owners to view stratagning
as an irrelevant process (Fredrickson; Matthews & Scott, 1995). Nevssgthiels these
very reasons that give rise to the appropriate conditions for small firrosdoict
strategic planning. Miller and Cardinal (1994) clarified that when dealitigan
uncertain environment, a readjustment between the business strategies l/genera
order.

The value of strategic planning and role of environmental uncertainty were
evident in studies conducted by Miller and Cardinal (1994). The researcheexipmint
that strategic planning was critical to the respondents in order to compenghe&e for
unpredictability that their firms faced during constant changes in the enamnf
similar study (Hopkins & Hopkins, 1997) agreed that considerable amounts of strategi
planning would be essential to enable firms to “cope with changing, unpredictable
conditions and highly turbulent environments” (Cohen, 2001, p. 19).

Another point to consider, according to Eisenhardt and Bourgeois (1988), is that
due to the instability of the environment, the information obtained through the strategic
planning process can quickly become obsolete and unusable. Hence, it has been
suggested that as a result of pressures generated from environmental unctmasnty
decrease the amount of strategic planning. Cohen (2001) extended the work of Eisenhardt
and Bourgeois, in interviews with company executives in order to better understand t
impact of environmental uncertainty on strategic planning. Cohen stated thauaéiZed
strategic planning process is the first management activity to go durioggpef
environmental uncertainty. The author reasoned it is to prevent the potential tpaoake
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business decisions in rapidly dynamic, competitive, and unpredictable environments.
Thus, organizations would rather not strategically plan than run the risk of making
mistakes that would affect their operations.

Likewise, Matthews and Scott (1995) suggested that in threatening environments,
owners are preoccupied with addressing immediate needs and not concerned about
achieving a desired future direction for the business. Prahalad and Hamel ($694) al
reported that strategic planning is difficult when there are unpredictableotatile
changes. Given the central role of uncertainty in modern organization theory {D&wne
Slocum, 1975), it is imperative that organizations formulate a strategy tosedhea
need for information gathering and strategic planning. This is necessayskduture
uncertainty and failure to adapt to environmental changes is dangerous to the firm
(Ansoff, 1991). Supporting this perspective, Swamidass and Newell (1987) contended
that environmental uncertainty increased the importance to gather busitze gmoha

knowledge, and perform strategic planning.

Overview of Strategy

The purpose of strategy is to prepare for future success. Much has bean writte
about organizational direction and the strategy-making process over the past 3 decade
(Barbuto, 2002; Chaffee, 1985; Hoskisson, Eden, Lau, & Wright, 2000; Mintzberg, 1994,
Mintzberg, Ahlstrand, & Lampel, 2000). Effective strategy helps thentzgaon gain
marketing position and maintains a competitive advantage over the competiheny,(Fa
2001). Numerous models have been developed to address this issue (Ansoff, 1965;
Drucker, 1976, 1988; Hillman & Hitt, 1999). Several theorists have used a wide range of
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studies and theories in formulating strategic approaches to describe orgaaizat
direction. Mintzberg et al. and Chandler (1962) observed that there is a cycle of
innovation in strategy. That is, strategy is developing a balance betwsénasia long-
term views that involves innovation, creativity, and consolidation (Mintzberg)eThe
evolution of strategy, noted Mintzberg et al., is characterized by periodasdlcation,
use of generic strategies, then information technology.

Some authors have argued that the historical models produce traditional
perspectives that do not address the practical and realistic side of stoateghation in
organizations (Hoskisson et al., 2000; Prahalad & Hamel, 1994). Consequently, some
synthesis of various perspectives and viewpoints is warranted to better understand an
organization’s strategy-making process (Barbuto, 2002).

The process of formulating strategy is a valuable management activity.
Integrating different strategic approaches may be most conducive in mamdgem
decision-making strategy. Indeed, Chandler (1962) established staatadsey influence
on business success. Strategy planning has a long history in the milddrgsabeen a
part of strategic management in organizations since the 1950s (Goho & Webb, 2003).
Drucker (1976) believed that the purpose of strategy was to enable an organization t
achieve its desired results in an unpredictable environment. In fact, Quinn provided a
useful definition ofstrategy “A strategy is the pattern or plan that integrates an
organization’s major goals, policies and action sequences into a cohesive whole” (1980,
p. 311). According to Thompson et al. (2005)

A company’s strategy is management’s game plan for growing the bysiness

staking out a market position, attracting and pleasing customers, competing

successfully, conducting operations, and achieving targeted objectives. (p. 3)
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Furthermore, Waddell (1988) argued that a culture grounded in strategy-
supportive values, practices, and behavioral norms adds significantly to the power and
effectiveness of a company’s strategic execution effort. To this end, thEaogis
strategy is driven by analysis of the firm’s situation, out of necessityapitiag to
changing conditions, and learning from experience (Thompson et al., 2005). Focensta
Barbuto (2002) proposed a strategy-formulation approach that considered the roles of
managers, employees, and environmental factors surrounding the organizatoto’Ba
model identified five approaches to strategy making: autocratic, transionalat
rational, learning, and political. Synthesis of the historical models hattetapproaches
illustrated a formulation of strategy that focused on the roles of managemiethiea
environment rather than characteristics of the organization. Thus, based on this model,
preparing for the future required a strategy that evaluated dynaminadxte
environmental conditions as well as internal resources.

In most businesses, the environment has changed from minimal competition and
little complexity toward more turbulent, complex conditions (Ansoff, 1991; Drucker,
1976). Increased interdependency makes it necessary to focus on a firragy/srat
increase awareness of relevant aspects of the environment (Borch & Arthur, 1995)
Harrison (1996) supported the importance of creating an awareness of a firm’s
environment, noting that strategic decision makers should seek to identify the social
problems and social conditions with which they must deal in the future. Additionally,
analyzing a company’s internal and external environments is the Icsticting point of
strategic thinking (Thompson et al., 2005). This required understanding the company’s
industry, competitive environment, and its internal assessment.

30

www.manaraa.com



One of the most widely used tools to assess a company’s environment is Porter’s
(1979) five-force model of competition. This model depicts the significance offéotse
of environmental changes and trends. It identifies the specific competiégsures
associated with the environmental forces—economic, political, social, and teghrolog
and evaluates the impact on shaping the company’s strategy. Porteee hhat
strategic positioning of a business gives it a competitive advantage. Mgraav
analysis of the environment is essential in order to determine strategiorpogitThese
five forces must be examined to determine the state of competition, stradegieasks
to identify in the company’s strategic plan.

Nature and Context of Business Strategies

Anderson and Atkins (2001) distinguished between the strategy concept at the
ideas level, and planning at an actions level. They noted that organizationsitarticeir
business plans at the actions level but “the other facets of strategy arelgot easi
articulated or written down” (p. 311). Instead, they can be considered as legbler-|
ideas that go beyond formalized written plans. Specifically, the ideast iefiether they
are deliberate and the result of specific decisions made in order to aclsged deals
(Beaver & Ross, 2000; Koch, 2000).

A company’s strategy is reflected in its actions and business approaghnew to
the company. Included in the definitionsstfategydescribed by Quinn (1980) and
Thompson et al. (2005) is planning as a part of the strategy formulation process.
Anderson and Atkins (2001) recognized strategy as a multifaceted formatidivibiesc
and that planning encompasses the activities of preparing detailed fo&dastire
business actions, activities, and outcomes such as sales and profits. Hence, a focused
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strategy and the derived plans and actions direct a company’s operationaiyaen t
achieving its planned competitive edge (Waddell, 1988). For instance, when thinking
strategically, management fashions a strategy that develops its dorepetpabilities

and competencies in order to explain its present situation and address future
circumstances in order to achieve its goals.

Acar, Chaganti, and Joglekar (1985) recognized the basic premise of strategy
formulation is the integration of content and process approaches that are developed
uniquely for each business situation. They suggested that external or in-housectssul
would assume the role of facilitators of internal process to address the nésgls of
organization. “A synthesis would enhance the quality of both the content of
organizational strategies and their implementation” (Acar et al., p. 2)appr®ach
encouraged continual dialogue within the organization and links analysis to decision
making to achieve strategic action (Goho & Webb, 2003). The analysis provided a
framework for analyzing different approaches and decisions to stri@eggtion in
order to identify appropriate solutions specific to the organization. However, Anders
and Atkins (2001) argued that some approaches may be inappropriate for some small
firms where the future is unknowable and the business operates in a turbulent
environment.

Another approach to strategy formation, which Mintzberg (1994) referred to as
the strategic approach, identified a specific end-point and that the vstiategies
justified the means to get there through integration of existing models (And&rs
Atkins, 2001). Anderson and Atkins suggested that this conventional approach would
include an analysis of the industry (STEBeeiodemographics, technology, econgmic
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andpolitical analysi3, the determinants of profitability of individual firms (Porter’s five
forces of competition), and review of the internal and external environments{SWO
strengths, weaknesses, opportunities, thje&gntheses of these themes formed the
rationale for developing the preferred strategic plan for achieving the vistba of
organization.

Mintzberg (1994) and Drucker (1976) rationalized that strategy formulateon is
process by which an integrated system of relatively consequential Irtenisions,
created by organizational structure, enabled the organization to achidesiiies] results
in an unpredictable environment. Appropriately, a company’s strategy is a blend of
actions generated from internal and external approaches (Thompson et al., 2005). For
example, although small businesses tend not to engage in systematic plannihg (Stree
Meister, 2004), making the decision to employ external expertise could play an
invaluable role in strategy development. The effectiveness of firms emplexiemal
consultants was significantly higher than those choosing not to use outsitEnassis
(Robinson, 1982). Robinson also noted that outside assistance was regularly utilized by
large firms, although an argument could be made that larger firms have theessna
capabilities to hire outside consultants. Regardless of firm size, crafitngxacuting
strategy are significant core management functions in an organization.

Bracker et al. (1988) identified eight planning components that should be clearly
present for small business strategy sessions: objective setting, envirahanahysis,
SWOT analysis, strategy formulation, financial projections, functional bsidge¢rating
performance measurement, and control procedures. These components of planning
formality, according to Robinson and Pearce (1984), enhanced the small business
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owner’s decision process. Osgood (1980) agreed, and emphasized the importance in
facilitating preparation and strategic planning.

According to Osgood (198)Janningis anticipating what will likely happen in
the future and developing strategic plans to take advantage of opportunities tlsht woul
achieve success and avoid potential operational problems. Undergoing a structure
planning process is valuable to small businesses in order to identify factarsathbelp
owners gain a competitive advantage (R. M. Lee & Esterhuizen, 2000; Schrader,
Muldord, & Blackburn, 1989; Storey, 1995). Similarly, Bryson’s (1988) eight-step
strategic planning model focused on a series of fundamental decisions and.acti

When an organization decides to commit to strategic planning, Bryson’s (1988)
model effectively links internal and external variables to formulate gtestéo achieve
organizational goals incrementally, over a period of time. Bryson concluded

Often the simplest and most effective way to achieve a big win is to organize a

series of small wins informed by a strategic sense of direction, and there a
advantages of winning small—time after time—instead of trying to win big once.

(p. 15)

To this end, strategic management literature has suggested that snsathéitrdevise
more formalized and sophisticated strategic plans typically adopt a vedety of
alternative strategies than nonformal planners, and that this incretesgatmay be
associated with increased growth (Lyles, Baird, Orris, & Kuratko, 1993).
Bounded Rationality

The theoretical underpinnings of strategic planning behavior are driven by the
notion of bounded rationality (Simon, 1978), that is, the confidence in conducting

strategic planning is undermined by environmental constraints that may or may not be
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within the control of the small business owner (Byers & Slack, 2001; Simon). The owner
may be more inclined to engage in strategic planning based on her or his perssinal be
of the value in the process. The theory of bounded rationality can affect organizational
structure and pose threats to reasonable decision making. This assumption |leth&yers
Slack to believe that the structure of authority is influenced by decisionaradgement.

Bounded rationality has been useful in strategic decision making (Dean &
Sharfman, 1996) and in how a person’s behavior may direct the decision (Simon, 1978)
in planning. This theory is relevant when considering the role played by the emotions and
motivations of small business owners when, and if, they conduct strategic planning.
Studies conducted by Hancyk (2004) and Storey (1995) identified personality v&ariable
of the CEO as possibly being dominant factors that influenced strategic planning
behavior and, ultimately, the decisions. However, the data were insufficidiavwo a
analysis of causal relationship.

Jennings and Beaver described the planning process for small businesses as one of
“closeness of the key role players to the operating activities being uretertakvhich
the relationships are quite informal with no definitive duties or responsibilittegwhe
organization” (1997, p. 65). Given the more intimate business connection between the
small business and owner than is found with larger firms and shareholders (Storey, 1995)
personal values can permeate the strategic planning process. Although &lbdndm
large firms experience the volatility of the external environment, sorearceers
emphasized the key characteristic that exerted the greater impact eondeaking is
the internal environment, such as degree of motivation and time commitment g8yers
Slack, 2001; Gray, 1992; R. M. Lee & Esterhuizen, 2000; Storey). Gray went on to say
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that the high degree of informality usually found in small businesses influenced the
degree of complexity in decision making. For example, the personal objectives and
motivations of the small business owner often restrict the decision to condtegistr
planning.

According to Byers and Slack (2001), the business objectives are strongly
influenced by the personal aspirations because it is difficult to separatag@leand
professional objectives. Thus, any investigation of strategic planning damesplored
in isolation of the key influences of the owner (Byers & Slack; Jennings & Beave
1997). The personal motivations and goals of many small firm owners are ofterothos
“independence and autonomy, rather than profits and growth” (Gray, 1992, p. 61). Case
in point, researchers argued that small firms are not always concathegawth (Gray;
R. M. Lee & Esterhuizen, 2000). Being their own boss and having freedom to make their
own decisions may be more important than profit maximization (R. M. Lee &
Esterhuizen).

Consequently, Gallante (1986) suggested as a result of their need to be self-
sufficient, the likelihood of small business owners to engage in strategic plaoning f
long-term decision making is diminished. “Bounded by the relatively limitee, tskills,
and resources available to them and their emotions, personal motivations, etc., small
business managers appear to be less able to engage in systematic, sedhisticat
forecasting or rational strategic planning” (Sexton & Van Auken, 1982, p. 22). This
behavior aligned with Still's (1974) assertion that differing levels obmatity and
formality of strategic planning are associated with certain clarsiits of the small
business owner philosophy and personal motivation.
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Are decision makers rational? Do they carefully make decisions from dilzea
information and take advantage of opportunities favorable to the organizaticretdRes
findings revealed that the extent and quality of strategic planning sophistiezs
determined by the owners or CEOs of the businesses (Robinson & Pearce, 1984). Sexton
and Van Auken (1982) pointed out that the level of strategic planning sophisticaisbn m
be considered. Robbins (2005) argued that individuals operate within the confines of
bounded rationality, management’s capacity to rationally solve complex problems. To
this end, Simon’s (1978) theory encouraged a more critical analysis rofaite

constraints when exploring the basis of strategic planning in small businesses

Strategic Planning Behavior

Due to the prominent role of small businesses and their impact on the national
economy (Gaskill, 2001; Hornaday & Nunnally, 1997; SBA, 2005), interest is increasing
in identifying factors associated with operational behavior that leads tegstrdecisions
(Brache & Bodley, 2007; Matthews & Scott, 1995; Robinson & Pearce, 1984; Sexton &
Van Auken, 1982; Storey, 1995). Research studies have been conducted to analyze
strategic planning behavior from a rational perspective that pertainsrattire and
extent of behavior with respect to essential elements of the decision-maktegp(R.
M. Lee & Esterhuizen, 2000; Robinson & Pearce; Storey). Keats and Braei8) (
maintained that much of the literature on strategic planning behavior isiptigscnd
lacks theoretical foundation. Nevertheless, Brache and Bodley pointed out there is
theoretical and empirical support showing that internal and external faatorsipose
constraints upon the management of small businesses with regard to decision making
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While small business strategic planning behavior has been described as
unstructured, irregular, and incomprehensive (McLaughlin & Perman, 1991; Sexton &
Van Auken, 1982), Van Kirk and Noonan put the value of strategic planning for small
businesses into perspective: “Although a good plan is not enough in itself to save a firm,
it can increase the chances for survival” (1982, p. 2). Likewise, other regsdralie
acknowledged the importance of strategic planning and that good planning is a key to
success (Branch, 1991; Brokaw, 1992; Hillidge, 1990). Literature strongly supp@rted th
argument in which Jones (1982) stated planning not only increases the success rate but
affects the level of performance. Logically, the behavior of managemautdbe to
employ strategic planning as a major task, particularly becausgrces may be minimal

and the need exists to maximize those resources.

Strategic Planning

Many researchers have studied strategic planning, its significamd¢empact to
small businesses (Bracker & Pearson, 1985; Chrisman & Leslie, 1989; Robinson, 1982;
Sexton & Van Auken, 1982). The strategic plan guides organizational decision making to
align strengths and opportunities to maximum performance (Keller, 1990y Kotle
Murphy, 1981). Furthermore, Schwenk and Shrader (1993) and Street and Meister (2004)
agreed that small businesses could benefit from the value of strategic planning.
Organizations conduct strategic planning because they believe in its vadleditats
success. The strategic planning process helps organizations identify the bpkimal

between the organization and its environment to achieve success.
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In order to better appreciate the nature of strategic planning, it is important to
discuss the definition to comprehend the role of strategic planning in small busjnesse
the planning process, content of small business strategies, challengdsusmalses
face, and to gain insight on the benefits of strategic planning. These issudegthe
framework in exploring the complexities of strategic planning in small bssine
Strategic Planning Defined

Strategic planningefers to developing a structured scheme for effectively
achieving a specific goal or objective that addresses the long-terriiatiretthe
organization as a whole (Johnson, 1992; Kumpf, 2004) and identifying the best approach
for accomplishing the goals. Planning encourages management to consider diverse
strategic business situations and economic activities. Welsh (2005b) elaboaated t
strategic planning is one of the most pervasive and important managemenhesactivi
today that assists organizations in creating a fit between the orgamé&aoals and the
ever-changing environments. Similarly, Keller (1990) added that stragkgning is the
process that transitions organizations from their present state to a fueateodir

Moyer (1982) defined strategic planning as the process of decision making that
identifies basic values and needs to be addressed by the firm, establigiedteting of
goals and objectives to be achieved, and sets important guidelines and prdoedures
achieving them. Furthermore, Bryson expressed strategic planniagiesciplined effort
to produce fundamental decisions and actions that shape and guide what an organization
is, what it does, and why it does it” (1988, p. 11).

Other authors framed strategic planning as a process by which an integrated
system of relatively consequential decisions, created by organizatioftahyeance,
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enables an organization to achieve its desired results in an unpredictable eentronm
(Drucker, 1976; Mintzberg, 1994). For instance, Osgood (1980) described strategi
planning as anticipating what will likely happen in the future and developinggtrat

plans to take advantage of opportunities that would help achieve success and avoid
problems. A closer examination of these discussions indicated that all the authors
emphasized strategic planning is an essential management function. Simphamgics
planning is identifying plans of action for the future and making decisions on how to get
there.

Similar to the previous definitions but from another perspective, Schmidtlein and
Taylor elaborated that “the primary focus of strategic planning is on enlganc
institutional adaptation to the external environment” (1996, p. 4). Schwenk and Shrader
found their analysis of several small businesses was “consistent withithelaa
strategic planning promotes long-range planning, reduces the focuses dioogalera
details, and provides a structured means for identifying and evaluatingistrate
alternatives, all of which improve the firm performance” (1993, p. 60).

Regardless of the preferred definition of strategic planning, once estdblisbe
process continues through evaluation. When assessing the quality of strategic planning,
Phillips and Appiah-Adu (1998) and Sexton and Van Auken (1982) advocated measuring
the effectiveness against four key strategic planning design paranfaterality,
participation, sophistication, and thoroughness. Bryson (1998) argued that the worth of
strategic planning is enhanced by helping management to think and act stitgtegida
the extent to which it could boost the chances of the firm accomplishing its goeid, (Da
1995). The literature on strategic decision making suggested that manywesmadke
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poor choices due to their lack of planning experience (Byers & Slack, 2001; Qinesma
al., 1987; Jones, 1982; Smeltzer et al., 1991; Walsh, 2005). Thus, the type of planning
sophistication and level of management involvement play into the appropriateness of
decision making.

Arguably, this happens because of incomplete information, improperly structured
information, perceived inability to analyze the environment, or natural human tegglenci
in the decision-making process (Chrisman & Leslie, 1989; Sexton & Van Auken, 1982;
Walsh, 2005). In small businesses, strategic planning tends to be concentrated around one
or few individuals. It has been suggested that the benefits of strategic plarming
directly related to the degree of emphasis management exerts onsip&rging
activities (Hopkins & Hopkins, 1997).

Strategic planning, as a concept, can be traced back to Fayol's emphasis on the
importance of the element of planning to the management businesses. Fased stres
need for management to develop short-, medium-, and long-range plans in response to
dynamic environmental conditions (as cited in Still, 1974). The available manatgeme
techniques at the time were not sufficient to address the business problemar&heref
Ansoff (1976) argued that managers were forced to develop new management approaches
and techniques.

The new techniques and approaches to management were imbedded in strategic
planning. Several researchers contended that strategic planning is thédoest ra
approach to strategy and future planning for an organization. Furthermore, Scinenk a
Shrader (1993) stated that by its very nature, strategic planning encduragese think
strategically about long-range issues rather than focus solely on shartésrto-day
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details. The concept of strategic planning allows coordination of the firm’srhaffaats,
provides a structured approach to identifying and developing strategic altesnand
encourages effective allocation of the firm’s resources (Drohan, 1997).

The results of in-depth interviews with 16 small businesses in the leisiusim
conducted by Byers and Slack (2001), provided insight into factors that underpin
strategic decision making that small business owners faced. Many ownedstistd they
were constrained by time and limited knowledge, thus did little strategicatenisiking.

The data revealed that the owners engaged primarily in adaptive, quick-redpoissmn
making. Adaptive decisions are made in response to situational circumstanoesyiec
conditions, current trends, and environmental changes (Byers & Slack; Jones, 1982;
Mintzberg, 1994). With regards to the business’s future direction, Byers and Slaak quote
one respondent as answering, “We just go day by day, really. We're likelguans; we

pass through, we adapt and change” (p. 130). Hence, the findings suggested that small
business owners engaged in little strategic planning, were complacemg-i tm

strategy making, and that environmental conditions dictated how decisions were mad

J. Lee and Miller (1996), Moyer (1982), and Osgood (1980) established a
relationship between strategic planning and growth of small businessegsakmie,

Larsen, Tonge, and Ito (1998) argued that small businesses flourish when tHep deve
clear, concise plan for addressing future goals and objectives. Tlegistrabnagement
literature acknowledged that the future direction and success of an organgation i
established during the early stages of the strategic decision procaszo@viy, 1994;
Pettigrew, 1985; Schwartz & Nandhakumar, 2002). Furthermore, researchers contended
that a short-term operational focus sends a dangerous message of manageafgity

42

www.manaraa.com



to think strategically (Byers & Slack, 2001; Cohen, 2001; Larsen et al.; Prahalad
Hamel, 1994). Strategic planning keeps companies competitive in today’s dynamic
environment (Chrisman & Leslie, 1989; Van Kirk & Noonan, 1982; Walsh, 2005).
Although the majority of empirical studies on strategic planning have focused on big
businesses, scholarly contributions addressing small business planning is growing.
However, there was insufficient literature available to get a basicstaddmg of the
strategic management and behavior in large firms.

Are Big Firms Really Different?

While Schwenk and Shrader (1993) argued against the assertion that strategic
planning is only appropriate for large businesses, most authors agreed tbgicstrat
planning is a viable management tool for all businesses, including small busares$ses
solo practitioners. The use of strategic planning and preparation is ¢otib& success
of small businesses, and the lack of its use is the vital element missing torarloag-
term success and survival, particularly in light of the fact that the SBA (280&ited
that approximately half of new businesses fail within their first 5 yafaoperation.

Evidence indicated small business failure rates are significantly hitgorethe
failure rates for larger businesses (Rogers et al., 2001). The reasonsecassiogiated
with poor management, finances, and failure to employ strategic planning mesmage
For instance, Dean and Sharfman (1996) suggested that the failure of smatidassine
effectively develop and monitor strategic plans may have severe inpis#bat affect
the business success. McLaughlin and Perman (1991) noted that challengess® succe

and survival were influenced by preparation and planning. In addition, information needs,
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planning, and support systems have been identified as factors that antadotizilo
success (Brush, 1992).

Corroborating this contribution, Monck et al. (1988), who extended the work of
Sexton and Van Auken (1982), concluded the results of their study supported the
literature that there is an association between strategic plamdrgpall business
success. Furthermore, the literature suggested the use of the spltegicg process
has contributed to the success and growth of small business firms. The companies in the
study perceived themselves to be more successful with formal strategnngl. They
had consistent growth and fewer challenges with respect to their planning process

Simon (1978) theorized that small firm owners have less of an appreciation and
confidence in the strategic planning process due to the uniqueness of internatamal ext
characteristics epitomized by small firms. The central premiserair$s theory is that
small business owners cannot make rational decisions due to the constraints shaped by
their personal motivation, emotions, and managerial experiences. Specifivallly, s
business strategic planning behavior has been described as unstructureds,ieedula
incomprehensive (Sexton & Van Auken, 1982). Further research would be helpful in
identifying important strategic planning variables and characterigtider which
planning is effective.

Despite the evidence that strategic planning has value and is important for all
businesses (Bracker & Pearson, 1985; Bryson, 1998; Monck et al., 1988; Osgood, 1980;
Robinson, 1982), small firms differ in the process and structure of strategagement.
Byers and Slack (2001) and Delmar and Shane (2003) suggested that owner behavior and
attitude drive the decision to participate in strategic management. I3mailess owners
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typically operate with limited resources, have a lot of energy, and know ey ar
dependent on their own capabilities to succeed. This is not to say, according to Nerone
(1997), that big firms do not have challenges, because they do. The fact is their
challenges come from a different perspective, greater resources, fanehdittitude.
Strategic management centers on developing a vision for the future of businesses
that will help them survive and succeed (Hambrick & Chen, 2005; Hornaday &
Wheatley, 1986; Schwenk & Shrader, 1993). The pressures of survival in an industry are
usually greater for smaller firms than larger businesses (Horigatdyeatley).
Therefore, understanding the implications of differences in strategic nmeagdow
organization size influences strategic planning and behavior, and businesggelsalen
small and large firms is important. Beaver and Ross (2000) noted that strategic
management is a predictive process for large firms, whereas for smalitfis an
adaptive process. This contrast is primarily due to the firm’s competitikkeetrzosition
and level of resource.
Although researchers concerned with organizational size have noted that what
applies to large firms may not necessarily be appropriate for smallMaed{llan,
1987), there is not a lot of empirical evidence that comparatively investigaseness
tactics and strategic approaches between small and large firms (Ha&l@en, 2005).
Organizational size or industry market share typically defines if aisismall.
Hitt, Hoskisson, and Ireland (1990) contended that a firm’s size can diuate t
relationship with other important constructs, such as structure and degree of plAsning
a result, Hofer (1975) identified size as a critical contingency variasiguitiiciously
impacts the relationship between strategy and performance. For example, ningch of t
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planning literature referred to the relationship of businesses establiglalsyto return a
specified profit and provide measurable milestones. Additionally, size has beantshow
affect growth, changes in the organization, and innovation (Hitt et al.).

Large size generally is advantageous for firms in terms of experieracel name
recognition, market power, and economies of scales (Hambrick & Chen, 2005; ekambri
& Crozier, 1985). Conversely, Fiegenbaum and Karnani (1991) argued that smallness in
a firm offered greater flexibility in production and enhancing risk-sedb@igvior.

Hambrick and Chen found in their study of the competitive moves of 28 major afine
various sizes that small firms tended to be more active than large onesatmmiti
competitive actions and moves. This finding is in line with the theoretical argtinaent

size may breed complacency and resistance to adaptation (Hornaday &y HER6).

On the other hand, large firms are quicker to respond and adapt to environmental
uncertainty and competitive reactions. Interestingly, Hambrick and Cheluded¢

“When the findings on response announcement speed and visibility are taken together, it
appears that small airlines tend to hold their fire, calculating wetddped, visible
responses; large airlines act quickly but in rather straightforward, unexaiays” (p.

474).

While there are numerous studies on how perceived environmental uncertainty
impacts decision making for large firms, this phenomenon has been minima#fyafesd
for small firms (Aldrich, 1979; Bruno & Tyebjee, 1982; Matthews & Scott, 1995).
Debates have evolved in the literature on the effect of environmental unceatainty
role in strategic planning. Many of the arguments that have emergedhiesm t
discussions have considered the roles of management, as well as environmergal factor
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surrounding the organization, when articulating strategy-making decigansuto,
2002). For example, Matthews and Scott surmised that large firms tend to increase
planning during times of environmental instability while small firms, comstchby their
resources and range of strategic planning options, are more likely to do lessgtarthi
focus on day-to-day operational activities (Dandridge, 1979; Robinson & Pearce, 1984).
Given the diverse perspectives addressing strategic planning and thelavaila
literature covering this issue, descriptions of various strategic apg®ach needed to
grasp a better understanding of strategic planning. There are a vas@btegic
planning models available that can assist small businesses in developigjuaed plan
for achieving goals and providing a vision for the future. In order to be effeeti
visionary strategic plan must be embraced by senior management. “\Wdieaders
help people to see how their work fits into the big picture, lending people a gisar se

not just that what they do matters, but also why” (Goleman, 2002, p. 57).

Strategic Planning Models

Strategy planning models have evolved in definition, processes, and focus since
the 1950s (Mintzberg, 1994). According to Goho and Webb (2003), early models focused
on SWOT analysis methods. In later years, strategic planning desidaseceon
guantitative and qualitative strategy formulation. Then, the authors stated, erentahm
scanning was recognized as an essential activity to understanding thaldrtees
impacting organizations. Focusing on organizational transformation as the key to
strategic planning was the foundation for subsequent strategic planning thatlels
included the concepts of competitive advantage, strategic intent, and core caegete
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(Goho & Webb; Porter, 1996; Prahalad & Hamel, 1994). However, strategiunda
will only be effective if it is embraced by key decision makers at the top reheibing
to engage in the strategic process (Gable, 1999; Hancyk, 2004).

SWOT Analysis as a Key Planning Tool

A scan of the internal and external environments is an important step of the
strategic planning process. SWOT analysis is a framework for generafiteps
alternatives from a situation analysis (Anderson & Atkins, 2001). Environmeataida
internal to the organization are classified as strengths (S) and weak(M§swhereas
those factors external to the firm are identified as opportunities (O) amadistkifg¢. The
important aspects of a SWOT analysis are drawing conclusions from itig dibbut the
company’s overall situation and acting on those conclusions to develop a strategy that
would allow the business to meet its goals. By understanding these four aspeets
situation, a firm can better leverage its strengths, correct its weakneagpitalize on
opportunities, and deter potential threats (Barker & Smith, 1997).

The SWOT assessment is a tool for identifying a company’s resouraleildsgs
and deficiencies, its market opportunities, and the external threats (Thompson et
2005). It provides information that is useful in matching the resources and césatnlit
the competitive environment. As such, it is instrumental in strategy formulaton. F
example, a firm may have a better chance of developing a competitive aduantage
identifying a fit between the firm’s strengths and opportunities (Thomgsain).e
Bryson

The strategic planning model developed by Bryson (1988) gives a small business
a strategic sense of direction. It exemplifies the linkage of variablessaggdo achieve
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organizational goals and success. According to Bryson, strategic plantiuigeac
involve gathering of key decision makers for their discussion of what is imp&otahe
organization in order to make decisions and take actions that improve organizational
performance. He went on to say that the structured strategic thinkingemtass an
eight-step course of action: (a) development of an initial agreemeideftiification and
clarification of mandates, (c) development and clarification of mission andsyétl)e
external environmental assessment, (e) internal environmental assggdnsérategic
issue identification, (g) strategy development, and (h) description of the zatianiin
the future. These fundamental elements of strategic planning, argued Waddell (1988)
give a business direction, bring consistency to its operations, and keep a foqeted tar
Bryson'’s (1988) strategic planning model focused on a series of fundamental
decisions and actions. After an organization decides to commit to strategic planning
Bryson’s model effectively links internal and external variables tmdtate strategies to
achieve organization goals incrementally, over a period of time. He codclude
Often the simplest and most effective way to achieve a big win is to organize a

series of small wins informed by a strategic sense of direction, and there a
advantages of winning small—time after time—instead of trying to win big once.

(p. 15)
Kumpf

Kumpf’'s (2004) strategic planning model incorporated some of the same elements
as Bryson (1988) and added some unique approaches that are described in a five-step
process. He suggested that developing and implementing a strategic plan rejjuired (a
developing a vision of the goal, objective or condition to be achieved; (b) identifyng t

major obstacles or constraints for achieving the vision; (c) developing nevaapps
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and directions for overcoming and/or eliminating the obstacles to achievingitreosis
goal; (d) preparing a step-by-step action plan for implementing tqgsroaches or
methods; and (e) monitoring the implementation of the plan on a regular, periodic basi
The rationale for Kumpf’s (2004) process is because strategic planning provides
management and employees with a structure plan for pursing the goals atigesbgc
the business and gives them measurable milestones to monitor the progress.aBichcke
Pearson (1985), Branch (1991), Jones (1982), and Hillidge (1990) supported this idea
because they argued that planning is a key to success, although is not mandatory.
Kotter
Kotter (1996) authored a strategic planning guide that first identifiéd eig
common errors that resulted in failures in companies and strategic plans. He éheth off

an eight-step structured process to effective strategic planning. Thersteps a

1. Establishing a sense of urgency

2. Creating a guiding coalition

3. Developing a vision and strategy

4. Communicating the change vision

5. Empowering broad-based action

6. Generating short-term wins

7. Consolidating gains and producing more change
8. Anchoring new approaches in the culture

The foundation of Kotter’s (1996) technique is proactive and provides corrective

action tasks to eliminate common errors. He suggested that the strategic ptaooess
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must proceed in the previously prescribed order, otherwise change “rar&k/wedl”
(p. 24).

Similar to Kumpf's (2004) strategic planning steps, Kotter (1996) emphasieed t
importance of developing a vision and new approaches to guide the change redforts a
strategies to effectively achieve the goals of the firm. He pointed ouh¢hdirection of
the organization was contingent on first establishing a sense of urgency tedhaly
environment and the company’s market position.

Steiner

The assessment of past performance and environmental analysis arséng pri
dimensions of Steiner’s (1979) model. Steiner hypothesized

The essence of strategic planning is the systemic identification of oppieduni

and threats that lie in the future, which in combination with the other relevant data

provide a basis for a company’s making better decisions to exploit the

opportunities and to avoid the threats. (p. 13)

There are several angles to understand strategic planning from this modehnriegpl
premise is devised from the initial decision to “plan to plan and substantive information
needed in the development and implementation of plans” (Steiner, p. 18).

Information gathering includes determining the expectations of outsidestser
internal sources, and environmental scanning. But anticipating outside inteagstet
be easily determinable. However, Weick (1995) noted, when environmental uncertainty
exists, businesses should endorse the environment in the sense that they shoulel be awar
of these changes and respond accordingly, rather than just reacting to timgss.cha

Steiner (1979) suggested that formulating the plan encompasses developing major

strategies, the mission, objectives, and planning at various intervals. Throughout the
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process, implementation and review takes place “and provides management with
information to control or redirect plans” (Barker & Smith, 1997, p. 291).
Barker and Smith

The Barker and Smith model includes all the “inherent elements of strategic
planning . . . mission statement, SWOT (strengths, weaknesses, opportunitieg, threats
analysis, goals, and a hierarchy of plans to support these goals” (1997, p. 300). Rather
than a collaborative effort of the entire organization, Barker and Smith placegjistra
planning as the responsibility of the owner or top executive. The model includes
assessment and feedback as follow-up to any decision. It provides “for asmessesf
the outcomes of the plans to determine if the goals have been met” (Barkerh& [gmit
300). Their model is intended to provide guidelines and framework for organizations to
develop goals or strategy formulation that aligns with its vision. Sinuil&teiner
(2979), Barker and Smith’s model is based on hierarchical planning, feedback, and
evaluation of the process.
Kotler and Murphy

According to Kotler and Murphy (1981), strategic planning uses the information
from a SWOT analysis to examine the organization’s current goals and aetésni
future direction. Their model includes careful analysis of the environment, review of
internal resources, formulation of goals, strategy development, aligning zatjanal
structure, and improving systems design. Kotler and Murphy provided detail€lfior ea
step including environmental scanning and conducting a SWOT analysis. Aftesisinaly
of the environment and resources, goal formulation requires creation of goals and
objectives that are aligned with the firm’s mission. Then, strategy fatimonlincludes
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developing tactics that will give the business a competitive advantage in rtketpiece.
Organizational and systems designs are developed to support and carry outetijiestrat
Whereas formal planning is not required and does not guarantee small business
survival, the successful small business owner usually goes through this phdesssy
timely, relevant information, creating the opportunity for reflection, focusimg
competitive edge, and putting meaning into a budget are just as essensialdlh a
business as they are for a large business” (Waddell, 1988, p. 32). With this said, a
formalized strategic planning system forces a structured and discipkoesiloth-making

process.

Challenges of Strategic Planning

McLaughlin and Perman (1991) noted that challenges to success and survival are
influenced by preparation and planning. Much of the confusion and negativity
surrounding strategic planning is primarily due to the lack of understanding of the
process or failure to put the plan into action (Adubato, 2005). Despite the search for
creative initiatives of doing business, some organizations continue to strugghano ret
their competitive edge (Dyason & Kaye, 1995). Prior research produced togflic
views on the perception of strategic planning. Outside of government regulations,
Chrisman and Leslie (1989) found that some small businesses believe theylangetia
in administrative and operating areas such as accounting and marketing.a8fithan
(2000) stated, a well-written strategic plan defines how the business eae sund
grow. On the other hand, Peterson (1984) concluded that strategic planning was the most
important issue to small business. Thus, while most authors have acknowledged the
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importance of strategic planning and that good planning is a key to success r(Bracke
Pearson, 1985; Branch, 1991; Brokaw, 1992; Hillidge, 1990; Peterson; Robinson &
Pearce, 1984), some studies contradicted this assumption and suggested that
administrative difficulties were the cause of business failures ¢@\al., 1981, Little,
1983).
Regardless, a common theme suggested that strategic planning may be important
but it becomes a challenge because some business owners fail to recognize it.
The challenges to small businesses are clear: find the areas that fitaheating
capabilities, utilize human and financial resources to the fullest, and provide an
adequate return on invested capital. A well-designed strategic plan can go fa
toward meeting these challenges. (Van Kirk & Noonan, 1982, p. 7)
In addition, small businesses are challenged by the level of stratagiinga
sophistication. While small and large firms possess different resourceazatullities,
Aragon-Correa and Cordon-Pozo (2005) claimed that innovations and ideas widely
accepted for larger firms are also useful for small firms. Reseadihds also reveal
that the extent of strategic planning sophistication was determined by @e CE
It has been established that small businesses are critical to the ecblooveyer,
other challenges such as structural barriers, societal influences, socioec
conditions, and the effective use of time can impact the level of success for the sma
business (McLaughlin & Perman, 1991). The key, based on research by Tigges and
Green (1994), is the amount of time dedicated to business preparedness that owners
demonstrate when they start a business. Time is a critical componenvfaalsur

Barkema, Baum, and Mannix (2002) implied that in order to be competitive, tbrwar

thinking companies must embrace new challenges by consistently setiiegiras to
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stay abreast of emerging trends and technological advances. Fredankisititchell
(2001) considered time a crucial element of research in causal relatropartsons of X
and Y variables in the measurements of the variables. Interestingly, theitiecoof

time in research is an element that is not consistently used. Time is a prehampant

for those conducting research and knowledge creation, yet it has also bestede
overlooked in some research designs. This is to say that exploring the role fobtrme
the small business owner’s perspective may provide practical evidence aboet dfie us
strategic planning in small businesses. Consequently, strategic plans cawaailety of
forms, tailored specifically to the business to identify the best practicesction tasks
for effectively achieving organizational goals.

Viewing strategic planning as a process, organization leaders shape tadjutur
moving closer toward the vision of the organization, which is built on its strengths and
takes advantage of the opportunities in the community (Goho & Webb, 2003).
Proponents of strategic planning insist it is a key management tool that must be
implemented. The most important practical step for infusing a strategicspia get it
“off the shelf and implement it” (Paris, 2004, p. 121). According to Monck et al. (1988),
strategic planning, as a most effective management tool, is lacking inbsisiakesses.
McQuaig (2006) concurred, reporting that only 20% of small business owners practice
strategic planning despite evidence that strategic planning is linked to Isusilcesss.

Additionally, David (1995) noted that the value of strategic planning is measured
by the extent to which management uses it in decision making and the likelihood that the
firm could achieve its goals. Typically, these decisions concern an orgamiga
mission, mandates, financing, or organizational design (Bryson), and follow aisteight
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strategic thinking process. Strategic thinking, which relies on intuitiveitignls an
activity that must be ongoing. Porter (1996) described this type of stratduy as

entrepreneurial edge.

Small Business Practices

Dyason and Kaye (1995) stated that the long-term failure of companies is not a
conceptual failure but is attributed to the lack of finding better ways to do budmess
general, achieving business excellence is accomplished through stpda@ging by
developing a range of activities demonstrating best practices and busiakigende to
predict today and plan for the future (Briggs & Keogh, 1999; Dahlgaard et al., 1998;
Peters & Waterman, 1982; Wiseman, 1995). Tentative conclusions from several studies
suggested that planning activities are advantageous to small firms whemdhey
substantive, relatively informal, incorporate external input, and are comncaddressing
objectives (Bracker & Pearson, 1985; Robinson, 1982; Still, 1974; Thurston, 1983).

Of the array of activities for implementation, Harrison considered sitateg
planning to be “the most significant activity engaged in by managers” (1996, p. 46).
Cohen (2001) agreed that conducting strategic planning is a valuable manageityal act
As well, Robinson and Pearce noted the success of small businesses is dependent “on t
guality of strategic decisions made by the principals in such businesses” (1984, p. 136).
In fact, Steiner suggested that strategic planning has become ‘Gabktrninterwoven
into the entire fabric of management” (as cited in Phillips & Appiah-Adu, 1998, p. 2).

Review of empirical literature on small firm planning appears to confirsneixpectation
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(Cohen; Robinson & Pearce). Simply put, strategic planning has emerged as a best
practice management tool.

Effective strategic planning clearly requires defining specific ahttaable
goals, along with identifying techniques that can enhance the process (Cohen, 2001,
Jones, 1982; Phillips & Appiah-Adu, 1998). A best practice approach that has proven
beneficial in guiding and assessing the strategic planning process isnaekiciy
(Jennings & Westfall, 1992). Camp quoted David T. Kearns, chief executiveradfic
Xerox Corporation, in his description of benchmarking as “the continuous process of
measuring products, services and practices against the toughest compethose
companies recognized as industry leaders” (1998, p. 2). If implementedvetigcti
benchmarking can be viewed as a catalyst for continuous improvement and enhancement
of the strategic planning process.

Another best practice in planning activities is turning to outside consultants for
strategic planning assistance. At times, the best strategic decitiosesk external
assistance. A growing amount of literature has evolved describing the amgedf
outsiders in improving the effectiveness of strategic planning and fingecfatmance
of firms (Bracker & Pearson, 1985; Goho & Webb, 2003; Robinson, 1982). One of the
first studies on external expertise was conducted by Robinson to assessitzval
strategic planning for small firms. Based on his findings, he concluded thatere
significant benefits associated with the assistance of outsiders imategst planning
process. Later research on the impact of strategic planning (Braclear&dn) and

outsider assistance (Chrisman et al., 1987) agreed with Robinson’s findings tha
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performance is enhanced when small firms develop strategic plans withglod he
external consultants.

The role of outsiders in strategic planning is different for large firmsmapared
to small firms. Lindsay and Rue found that “the degree of openness in lorgy-rang
planning processes is directly related to the degree of environmental gaynghel
instability for large firms, but inversely related for small firm$980, p. 402). Large
firms’ response to uncertainty was to increase strategic planningcesatitatthews &
Scott, 1995). It appears Matthews and Scott were of the opinion that firm sizg#tisaé ¢
variable in strategic business decisions.

The literature suggested that the outcome from planning activities on small fir
operation is enhanced when outsiders are involved in the planning activity (Bracker &
Pearson, 1985; Chrisman & Leslie, 1989; Robinson, 1982; Robinson & Pearce, 1984).
The idea has merit in assisting firms with strategic planning. Howevemnat clear as to
the best approach in using outsiders in small firm planning activities (Robinson &
Pearce). As Chrisman and Leslie noted, small business clients apjoelaeeéfit from
outsider assistance for strategic, administrative, and operating proerttse other
hand, they indicated that the major benefit was more in administrative and aperatin
assistance, such as advice on reducing costs, rather than specificcgpfateang.

The results of a study of small firms in the dry cleaning industry conducted by
Bracker and Pearson (1985) suggested that consultants whose expertise igia strate
planning play two different roles in assisting small businesses in the develppment
implementation, and control of sophisticated strategic planning processediridiegs
reveal that outside consultants are valuable in supporting the firm in adapting to
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environmental change and offer services which develop ways to increase orgaalizat
efficiency. This was substantiated by findings from Orpen (1985) in that thiyopfal
planning advice and expert knowledge of outside consultants is the most important
determinant in achieving success and stability.

In contrast, Smeltzer et al. (1991) reported that the results from 111 interviews
with small business owners disclosed that the firms that engaged in outside-based
strategic planning with advisors were more effective and successful tsmnlihsinesses
that did not. Indeed, Krentzman and Samaras (1960) and Robinson and Pearce (1984)
contended that the value of outside services is most effective when theyabftery
assistance in development of specific strategic plans but are involved in théieaxe
This assessment was confirmed by Fann and Smeltzer (1989), who concludedIthat sma
business owners individually devote more time and energy to the strategic plaheimg w
they have assistance.

Many authors are in agreement that the practice of strategic planning and
substance of the detail plans are advantageous to small firms (Brackers&r?d&85;
Orpen, 1985; Robinson, 1982). Unfortunately, for the commonly cited reasons of lack of
knowledge of the planning process, time, limited expertise, and environmental
uncertainty (Krentzman & Samaras, 1960; Robinson & Pearce, 1984), few firms utilize
strategic planning (Chrisman & Leslie, 1989; Sexton & Van Auken, 1982). Furthresrmor
the results of a study conducted by Chrisman and Leslie suggested thatr&sélaech is
needed to determine the exact nature of the relationships among strategiagpla

outsider assistance, and small business performance.
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Robinson (1982) concluded from a study that compared changes in performance
of 101 small firms in Georgia that small firms benefit most when they hiredetgsio
assist with strategic planning. Incorporating outsiders in the planning paress
supplement management deficiencies and provide a more direct contribution to best
practices in management decision making (Borch & Arthur, 1995; Brack&agson,
1985; Chrisman & Leslie, 1989; Robinson; Sanford, 1982; Sexton & Van Auken, 1982;
Still, 1974). Thus, the principal implication in these studies suggests that external
expertise is most helpful in administrative and strategic planning fontak Isusiness.
Additionally, a research study conducted by Smeltzer et al. (1991) offered furthe
insight into supporting and understanding the use of outsiders. The authors concluded
that small businesses were more effective when they engaged in stpdd@ging with
the assistance of external expertise, which can provide knowledge andsexpeattthe
owner may not possess. Specifically, Smeltzer et al. offered that seekicg from
outsiders such as accountants and attorneys, particularly early on in establistiag
business, was rated very high by the respondents. Therefore, realizingdtley ne
assistance, the challenge to small business owners, noted Timmons (1986) nifyo ide
among the many advisors available the one who would best fit their firm’s spesziil

and benefit them the most in planning the future direction.

Summary
To achieve success, small business owners need effective methods for ngnnecti
planning to decision making (Barry, 1998). Literature has suggested thatistrateg
planning is the connecting link. Barry viewed strategic planning as a #esiiol
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adaptive approach to “envisioning the future and putting strategies into platectoese
particular vision” (p. 34). The importance of strategic planning as a keygaaeat tool

for small business success and survival has been written about extensively &8rew

Hunt, 1999; Smeltzer et al., 1991; Walsh, 2005). Yet, a common reason for poor success
in small business is the failure to employ strategic planning.

Small businesses are critical to the U.S. economy in providing jobs, helping
entrepreneurs achieve success, and are instrumental in developing techinologica
advancements (Tigges & Green, 1994). Growth is a vital measurement of amgthrivi
business. The number of small businesses has been rapidly growing since the 1970s
(Bates, 2001). Still, the barriers and challenges remain. Some studiesvealed ¢hat
small business owners face structural barriers, societal influencemalaradequacies,
human resource limitations, and socioeconomic challenges that impact the level of
success for the small business (McLaughlin & Perman, 1991; Rogers et al., 2001)
Common reasons attributed to the success or failure of small businessedateddae
planning and management’s decision-making skills (Bruno et al., 1987; Christopher
1998; Kristiansen, 2004; McQuaig, 2006; Robinson, 1982).

Appropriately, research found that larger firms regularly practice gicate
planning (Chrisman & Leslie, 1989; Van Kirk & Noonan, 1982; Walsh, 2005). Although
the majority of empirical studies on strategic planning have focused on bigpbsisi
scholarly contributions addressing small business planning is growing. As®Rd)hg
Still (1974) over 30 years ago, there is still a need to create knowledge thestsaddr

both formal and rational aspects of strategic planning as a distinct praigianm amall
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business environments, and the development of strategic planning methods that focuses
on small businesses.

Several conclusions emerged from the literature review of strateginipy.

First, a well-designed strategic plan can go far toward meetinchdikeenges and

struggles normally unique to small businesses. Many authors, such as Bryson (1988),
Chandler (1962), Chrisman and Leslie (1989), McQuaig (2006), Robinson (1982), and
Schwenk and Shrader (1993), supported the importance of strategic planning and its
potential benefits while also acknowledging some of its limitations.

Second, strategic planning can help organizations to focus on what is
fundamental, particularly when it is associated with radical organizatioffitsl ghin
response to rapid changes in the environment (Bryson, 1988). Considering the impact
environmental uncertainty has on the level of strategic planning in smad| fanomoting
and encouraging its use is dependent upon researchers developing a framework for
dealing with environmental changes (Cohen, 2001). Many authors contended because of
the pressure of environmental uncertainty, these conditions increased the need for
gathering information and strategic planning (Cohen; Matthews & S&&%5,; Robinson,
1982; Swamidass & Newell, 1987). Furthermore, Swamidass and Newell suggested that
the lack of strategic planning may contribute significantly to the fadtiszall
businesses.

Third, many business owners feel inadequate and unprepared to plan long-term;
thus, they summon the services of consultants to provide expertise in strategicgla
Research should examine the role of experts, such as strategic plannintants)sal
assisting small business owners with their strategic planning needs. Y\Wratikfirm

62

www.manaraa.com



owners conduct strategic planning themselves or seek outside assistalergeevi
indicated that the use of sound, sophisticated strategic planning, tailored to thie speci
needs of the business, may enhance a firm’s chances of survival and sucEss @r
Pearson, 1985; Cohen, 2001; Chrisman & Leslie, 1989; Rue & Ibrahim, 1998).

Finally, the results of several studies from the literature review stegfje
numerous factors impact small business owners’ decision-making probegesiilts
provided insight into the constraining factors that drive small business owleersion
to conduct strategic planning (Byers & Slack, 2001; Dean & Sharfman. 1996;
Fredrickson, 1984). The decisions of small business owners appeared to be primarily
adaptive (Mintzberg, 1973). That is, due to their perceived inadequacies, decisiens w
made in response to environmental circumstances including competitors, cendsi t
and economic conditions (Byers & Slack). The authors concluded that decisions were
made in quick response to changing conditions rather than strategic plans for the future
direction of the business.

Arbnor and Bjerke (1997) reported that organizations and the environment evolve
together and continuously interpret, react, and adapt to information from the
environment. The literature suggested that the key to success for all besirse®
recognize, identify, and interpret environmental changes in order to develop a step-by-
step plan for attaining company goals. Hence, employing qualitatisaroesto
investigate real-life situations, such as the use of strategic plannimg tddight
challenging social issues and complexities that affect everyday ividgenerate
interest for creating knowledge and business strategies (Robson, 2002). Stiltexligges
that in order to create knowledge that addresses both formal and rational aspects of
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strategic planning for small businesses, researchers must “first tamdetise problems
peculiar to their environment” (1974, p. 13).

The value of best practices employing external involvement has been syadied,
there are few empirical studies on the effectiveness of outside assistatregegic
management for small businesses (Borch & Arthur, 1995; Goho & Webb, 2003;
Robinson, 1982). Since there are few empirical studies on the importance of outsider
assistance (Robinson), and recent studies have indicated that externaseiperti
effective in helping small businesses, exploring how external expertibebasised as
best practices in the strategic planning process is gaining attention. Taues#arch
sought to determine if information emerges through the interviews about the value, if
any, in the use of external/outside experts.

Consequently, since the value of small businesses to the economy has been
corroborated and the SBA (2005) has substantiated the high failure rate of thesg entitie
an opportunity exists to further explore the utilization and effectiveness @gstrat
planning in small businesses. Scholarly research that investigates tloe afngtaategic
planning and identifies specific components for conducting strategic plannimgdtr s
business continues to be warranted. For this reason, Borch and Arthur (1995) proposed
that in-depth studies be conducted that explore both the array and diversity gicstrate
activities and implementation.

This study addressed the gaps exploring the role of strategic planninglin sm
businesses. It investigated the extent to which small businesses utitiaegis plan. In
addition, there is a need to conduct research that identifies best practicestedsath
small business strategic planning. Utilizing a phenomenological reseatbbdn
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through interviews with small business owners, this study gained a betestamding
of how small businesses conducted strategic planning, the challengesctteyafad best

practices they developed.
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CHAPTER 3. METHODOLOGY

Introduction

This chapter describes the research methodology of the study. Specifically, i
addresses the research design and methodology, population and sample, instaumentati
data collection procedure, and data analysis. The purpose of this study wgalste &ve
strategic planning process in small businesses. In particular, the stedgesthe extent
to which small businesses in north and northwest Omaha, Nebraska, have adédrmaliz
strategic plan. The study also sought to better understand how small businedses c
strategic planning, what challenges they faced, and what best préotigedentified
and/or developed.

The following research questions guided this study:

1. To what extent do small businesses in north and northwest Omaha have a
formalized strategic plan?

2. How do small businesses in north and northwest Omaha conduct strategic
planning?
3. What challenges do small businesses in north and northwest Omaha face

in the strategic planning process?

4, What best practices have small businesses in north and northwest Omaha
identified and/or developed?

Research Design and Methodology
A phenomenological qualitative research approach provided the framework for
this study. Specifically, a qualitative approach was chosen over a quantitativedm
because it created the best opportunity to explore and understand the salientgofcesse
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strategic planning in small businesses. With regard to the phenomenological pproac
particular, the goal of this method of research was to reduce individual expsneitic a
phenomenon or human experience to a description of the universal essence of the
experience (Creswell, 2003).

As Patton (2001) noted, phenomenological inquiry focuses on the essence of the
experience of the phenomenon for people. The phenomenon being experienced in this
study was strategic planning. To this end, since the study was interestguaring how
small businesses conduct strategic planning, a phenomenology method was more
appropriate because the researcher tried to gain insight into a phenomenam throug
personal experiences (D. R. Cooper & Schindler, 2006; Creswell, 2007; Moustakas,
1994; Palloff & Pratt, 1999). Through the use of interviews, the phenomenological
approach helped to gain a better understanding of strategic planning libssnadsses.

Creswell (2003) and Moustakas (1994) pointed out that phenomenology research
is effective when the researcher is studying a small number of subjeleteaiop
patterns and relationships of meaning. Moustakas elaborated that a phenomenological
study describes the meaning of experiences for several individuals. Thadlothssthe
researcher to arrive at the essence of the experiences by clugterstgtements into
themes. Patton (2001) agreed that research oriented toward lived experiences from
multiple participants should employ interviews using phenomenology researabt,In f
when the researcher writes a composite description that presents the ektamce
experiences, Polkinghorne explained that the reader comes away from the
phenomenology with the feeling, “I understand better what it is like for someone to
experience that” (2005, p. 46). Consequently, this study used interviews to explore the
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individual experiences of small business owners in north and northwest Omaha from their
perspective.

Polkinghorne (2005) advocated the use of interviews for gathering information
because they are one of the most effective instruments to depict rich, personal
experiences. Moreover, Patton claimed that the objective of interviews “ishage
guality data in a social context where people can consider their own views in the conte
of the views of other[s]” (2001, p. 335). In the words of Yin, “Interviews are an essential
source of case study evidence because most qualitative studies are aboutftairsian a
(1994, p. 85). Another reason for using interviews, according to Seidman (1998), is to
obtain an in-depth description of the phenomenon as experienced by the individual.
Furthermore, Creswell (2003) declared that interviews allow the intenvievetarify the
guestions, if needed. Hence, the interviews for this study offered the opportunitygto br
to words how strategic planning is conducted in small businesses and the challenges and
best practices the owners experienced. The interviews captured thgaatsici
experiences with strategic planning.

According to D. R. Cooper and Schindler (2006) and Yin (1994), interviews are
the primary data collection technique in qualitative research becausaghdyd be
longer and more detailed, tend to seek greater depth of response, and tend to be more
open-minded in their construction to allow for phenomenological input from
respondents” (Palys, 1997, p. 155). Thus, interviews were used in this study since they
are effective in assessing the likely response of participants and getralh avalysis of

the issue. Indeed, Geertz referred to interviews as a “thick descript@n3,(p. 5) of
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understanding the natural history of events or lived experiences of the persons&ho sha
the culture.

Historically, interviews form the basis of a complete study to explore new
research areas through the collection of rich, valuable, descriptive qualiatavef the
phenomenon under investigation (Malterud, 2001; Morgan, 1997). They are an
opportunity for the researcher to spend time with study participants and offbilitie
in gathering the data. In this study, the use of phenomenology-based inteaptwed
a picture of the participants’ career journey experience as small buswesss and
dialogued with them in order to gain insight into their perception of strategic pjannin
and how it was conducted. Malterud reasoned that interviews enabled parti@pants t
represent the experience by permitting them to express a personal undersibading
situation from their perspective. Additionally, the researcher observedsihencents’

behavior during the interviews or listened to their tone during the telephone interview

Population and Sample

The participants for this study were 15 small business owners with feme2@ha
employees each, restricted to a location in north or northwest Omaha, Nebhaska. T
were identified from a population of small business owners meeting theactitethis
study in a membership directory of small business owners, located in Omahahadic
categorized its members by size and location within the city. Thegstratselecting
participants was primarily one of convenience as long as the businessbs oréeria.
The participants were randomly selected through convenience sampling, maaning t
businesses were in close proximity to the researcher, who lives in northmvabO
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and/or the businesses were located in north Omaha. In addition, the north Omaha
geographic location is undergoing intense economic development and expansion. The
sample included diverse industries, a mixture of single-owner businessesyitfiose

fewer than 20 employees, and various locations within the geographic population area

The researcher first reviewed the listing of small businesses in north and
northwest Omaha to get an idea of the type of businesses that met thee tiikzing
convenience sampling, the researcher scanned the membership directoalf of sm
businesses in north and northwest Omaha in order to confirm at least 15 partichpants w
conduct strategic planning. The researcher called 24 businesses and seletted 17 w
agreed to participate in the study. Each of the businesses confirmed by telephone tha
they conducted strategic planning. This process of convenience sampling continued until
the researcher selected 17 participants from this directory. Robson (2062 Istéta
sample is built when it enables the researcher to satisfy her specifiamegu®ject.

The list of participants satisfied the purpose of the study. Figure 1 displagstitis of
the convenience sampling.

The researcher e-mailed the 17 participants a cover letter and consent form
describing the research study. In order to ensure a sample size of 15, tvamalddit
consent forms and cover letters were e-mailed (total 17), in case acippattiater
decided not to participate in the study. Of the 17 letters e-mailed, 15 participa®s agr
to participate in the study (one person declined and the other failed to respond to the
request). A follow-up telephone call was made to each owner to confirm his or her
commitment to participate in the research study. Figure 2 shows the oéshtise
affirmations from the consent forms e-mailed.

70

www.manaraa.com



During the telephone conversation, the researcher explained the purpose of the
study and scheduled the interview. Prior to conducting the interview, the researche
collected the signed consent form that was either mailed or faxed. Theheséater
personally picked up the original of the faxed forms. Eleven interviews were cedauct
the owner’s place of business and ranged from 20 minutes to 75 minutes. In order to
accommodate the schedule of the remaining participants, 4 interviews were ednduct
and tape-recorded by telephone. After transcribing the data, they wereed-thesugh a
secure Web site to the participants for their review.

Interviews were conducted with those owners or CEOs who were rexaptiv
consented to participate in this project. The prospective participants ctudd te
participate or withdraw from the study, after initially giving th@nsent, at any time.

The consent form stated that the interview is voluntary and the intervieagdecline
to withdraw or answer questions.

A convenience sample provided the researcher with the wherewithal to complete
the study in a timely manner, although it limited generalizability of tiny&t results (D.

R. Cooper & Schindler, 2006). The sampling strategy of convenience was justified
because the researcher could access the sites and easily colléCteieell, 2003). It

saved time, money, and effort, yet extensive data to address the researchsjoeshkibn

still be collected. Additionally, convenience sampling was permitted baséx on t
researcher’s judgment that the participants would provide data to support an
understanding about a particular phenomenon (Creswell, 2007; Morse & Richards, 2002).
In this regard, the sample was based on their ability to bring differing pevesembout
strategic planning for small businesses.
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The membership directory of the small businesses to obtain the sampleawntai
nearly 3,600 businesses, representing two thirds of the businesses in the metropolita
area. Around 35% (1,272) of the members were headquartered in north and northwest
Omaha. Of this number, approximately 69% (878) had fewer than 20 employeese Despi
the fact that this study did not have a large sample size, the small sampidinasvith
Geertz’s (1973) argument that while qualitative research has a smatber of
respondents, it brings quality and richness of the respondents’ personal experiences
Miles and Huberman (1994) concurred that small sample sizes are relevqumlitative

research.

Instrumentation

Interviews comprised the data collection vehicle employed for this stusigmi
structured interview guide (Appendix A) was used to answer the studyalesgestions
and ensure consistent flow of the interview. Denzin and Lincoln (1994) advocated the use
of semi structured interviews because they provide a broader qualitaspege/e and
do not limit the field of inquiry. The interview questions were constructed from the
literature review and with the assistance of subject matter expeoistdPconducting
interviews, each participant was required to sign a consent form agre@mgitsonal
interview. In addition, the researcher outlined the plan for maintainingdemiality, a
statement of ethical considerations, and included any documents related to #ie ethic
treatment of human participants.

The purpose of the interview guide was to reduce interview bias, maintain
organization, and ensure all participants were asked the same questions in thelsame
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(Patton, 2001). The instrument was developed with assistance from subject matter

experts, who are identified later in this chapter. Table 1 charts how the interview

guestions (see Appendix A) aligned with the research questions. Open-endazhguesti

captured the respondents’ full perspective concerning strategic plannindoavetor

clarification in follow-up questioning. In addition, the researcher asked garticipant

the following questions to compile demographic information:

1.

2.

8.

9.

How long have you been in business?
What is your highest level of education?

What is the current form of your business ownership (e.g., sole
proprietorship, corporation, partnership, etc.)?

Why did you start your business?
What type of business do you own?
What is your gender?

What is your ethnicity/race?

What is your age?

How many people do you employ?

In each of the 15 interviews, the underpinning themes that guided data collection

were (a) understanding how small businesses conduct planning, (b) stratagiogis

fundamental in achieving organizational goals, and (c) achieving businedsmeét a

range of best practices to predict today and plan for the future. Thus, congiighe

purpose of the study, the qualitative interview questions were designed to address the

following research questions:

1.

To what extent do small businesses in north and northwest Omaha have a
formalized strategic plan?
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2. How do small businesses in north and northwest Omaha conduct strategic
planning?

3. What challenges do small businesses in north and northwest Omaha face
in the strategic planning process?

4. What best practices have small businesses in north and northwest Omaha
identified and/or developed?

Table 1. Research Questions and Interview Protocol

Research questions Interview questions

Demographic information 1,2,3,4,5/6,7,8,9

1. To what extent do small businesses in north and Omaha 10, 11, 12
conduct strategic planning?

2. How do small businesses in north and northwest Omaha 13, 14, 15, 16, 17, 18
conduct strategic planning?

3. What challenges do small businesses in north and northwek®, 20, 21, 22
Omaha face in the strategic planning process?

4. What best practices have small businesses in north and 23, 24, 25, 26
northwest Omaha identified and/or developed?

Reliability
Reliability can be addressed in qualitative research in several wyeyiggin,
2005), such as a good quality tape for recording, detailed field notes, enhanced
transcribing, effective coding, and the use of computer programs to asscsiroting
and analyzing the data (Creswell, 2007). Silverman defiglebility as the extent to

which other researchers would arrive at similar results using the sampées After the
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researcher transcribed the data, with assistance from a professiorailliesna copy of
the transcript was given to the respective participant. The participsnasked to review
it to make sure the information was an accurate reflection of the intervienabiRigl in
this study was achieved through rigorous literature review, data maeagemd

utilizing the procedures suggested by Silverman.

Validity

Validity is the degree to which the test instrument is accurate and measures what it
is intended to measure. Thus, validity was achieved if the interview tool measured if
small businesses conducted strategic planning. With regards to validity2008)(and
Miles and Huberman (2002) suggested three fundamental tests to determinglitye val
of a research design: (a) construct validity, (b) content validity, andde)Jalidity.
Construct validity is a way of assessing validity by investigatiegiegree to which
inferences can be made from the interviews to the presumed theoreti¢calasr(dliles
& Huberman). This was addressed by the in-depth interviews andureratiew on
strategic planning in small businesses. Two subject matter experts (Appggnaere
used to provide content validity of the interview questions in order to avoid duplication
and ambiguity. Face validity was obtained through the subject matter éymgtaent
of the instrument for wording, format, and clarity, in addition to the data acquired from
the pilot interviews. As a result, validity of the interview guide in this studyachieved
by incorporating the subject matter expert panel, pilot testing, and catesfaiure

review.
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After reviewing the literature, Kline (2005) recommended using subjecématt
experts to produce evidence of content validity of the instrument. DeVellis (2003) agree
that reliability of instruments is strengthened from a group of experts fputipese of
collecting and distilling knowledge to generate and refine items thatually lead to
developing the final instrument in the study. The expert panel for this studgteonss
two members who are familiar with strategic planning and provided contensianaly
the interview questions. The first member was a content expert proficierdtaygst
planning and small business. The second panel member was an expert in the interview
guide development and process. After the initial interview guide (Appendva€
developed, it was piloted with two small businesses selected from the studgtjpopul

See Appendix B for more information and description about these panel members.

Pilot Study

A pilot study was conducted to ensure relevance and effectiveness of the
interview guide. The purpose of the pilot study was to check for accuracy anbregeal
the questions, if necessary. Yin (2003) recommended the use of a pilot test ttheefine
interview questions, data collection plans, and procedures. The initial intequestions
(Appendix C) and data collection procedures were tested in a pilot study with thes owner
of two small businesses to ensure relevance and effectiveness of thewntgnde.
Question development was guided by the literature review and reviewed by @& subj
matter expert panel (Appendix B). Pilot testing of the interview guide anctodlégation
procedures allowed the researcher to practice interviewing and datsig@gidman,
1998). After pilot testing, the initial interview questions were recalibratddfze final
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interview guide constructed (Appendix A). Twenty-six questions were aSked (

demographic and 17 addressing the research questions) of each participant.

Data Collection Procedures

The semi structured interviews were approximately 1 hour in length and held at
each owner’s place of employment or by telephone, if that was the pantigipa
preference, during a time that allowed for uninterrupted dialogue. Cré20@8)
emphasized that the interview be conducted in a quiet location, free fromtohagac
Testing for consistency across time and with the participants providedrstabgavhich
to judge the quality of the interviews (Polkinghorne, 2005).

The researcher used a tape recorder with high definition reception to ensure
quality recording of the conversation. Additionally, the researcher took some notes
during the interviews. For a few of the interviews during the questioning, theatesea
asked for clarification of responses. Creswell (2003) recognized thae aetzorder is
essential since quickly transcribed notes may be incomplete and partialebetCtnes
difficulty of asking questions and writing answers at the same time. Comslggjitas
important to have an effective recording device.

The data collection took place over the course of 2 weeks. The interviews were
recorded on audio-taped files using a digital recorder. The files were &nsoribed by
the researcher with assistance from a professional transcriberaghoompliant with the
Health Insurance Portability and Accountability Act (HIPAA). The fil@scribed by
the professional were given to the researcher in the form of an originaldpgrdfche
transcribed report and the tape-recorded file with the transcribed datd ba i
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researcher then transferred the information to her password-protected ecfoput

safekeeping and analysis.

Ethical Considerations, Researcher Bias, and Anonymity

The researcher used extreme care to make certain confidentiafifgrofiation,
data protection, and anonymity of the participants were safeguarded. Adbitiiia
disclosure of the project was made to the participants. A statement ngflidtiintention
of the researcher to maintain the integrity of the study was included. Theclepeoject
included informed consent documents. There was no disrespect or harmful treatment of
the subjects, all interviews were recorded, and the participants iwereagcopy of their
own personal interview.

Ethical issues can arise in any research and must be addressed. The ihateh obta
in a qualitative research project are from the personal lives of the partgipa
(Polkinghorne, 2005). This creates the need for the researcher to present theeevidenc
from the perspective of the participants with minimal bias. Thus, care and appopri
means must prevail so as to not misinterpret the responses from the pasticjpasivell
(2003) insisted that the participants and research sites must be respecteda The dat
interpreted from this research project were accurate and verified.

The effects of bias in the researcher can be a concern, as they influenses analy
during and after data collection. However, Strauss and Corbin (1998) noted that it is
nearly impossible for a qualitative researcher to be completely fil@aoby nature of
being human. Consequently, it is essential to recognize that potential biasesishay
and the researcher must be committed to take the necessary steps toajonatdhegn
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when collecting and analyzing data. The researcher was free fasma$much as
possible when she conducted the interviews, did not have any errors in the \@amificati
techniques, and did not have preexisting beliefs, which could have happened, according
to Miles and Huberman (1994).

The names of the participants and their businesses are not revealed in the study.
Upon request, a summary of the findings or copy of the dissertation was given to the
participant for his or her use. It was the researcher’s wish that thamthianalysis of
information collected would be of benefit to the participants in their strategniplg

process.

Data Analysis

According to Merriman (1998), data analysis is the process of trying to make
sense out of the information collected. Merriman observed that this involves
consolidating, reducing, evaluating, and interpreting what people have said drilevha
researcher has seen and read. The evaluative criteria must articuldte tidhness and
thickness of the data collected in the report thoroughly describe what phenomena is
happening and why (Miles & Huberman, 1994). Hence, the objective of data amalysis
to promote quality in the investigation. This assertion is partially surmethin the
philosophy of Strauss and Corbin, who commented that “We create theory out of data. If
we do it correctly, then we are not speaking for our participants but ratheradteng
them to speak in voices that are clearly understood and representative” (1998, p. 56).
Additionally, the data collected were evaluated with the literatureweyiarticularly
regarding how the data relate to the strategic planning models.
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The data collected from the interviews were analyzed by extractimgghiEom
the words and stories generated from the interviews. The process involved the tasks
suggested by Creswell (2007):

1. Read through the written transcripts several times to obtain an overall
feeling for them.

2. Identify significant phrases or sentences that pertained directly to the
experience.
3. Formulate meanings and clustering them into themes common to all of the

participants’ transcripts.

4, Integrate the results into an in-depth, exhaustive description of the
phenomenon.
5. Validate the findings with the participants, and include participants’

remarks in the final description.

Miles and Huberman (1994) and R. M. Lee and Esterhuizen (2000) offered
additional steps to perform during data analysis, some that are more unique than those
suggested by Creswell (2007). They suggested the researcher (a) reviese#nehr
guestions and key variables to ensure the participants responded to the objectives of the
study, (b) decide on the categories of the variables to prepare for codidiggwc rough
sketch of the themes to uncover relationships among the concepts, (d) import the
transcribed interviews and secondary data into a qualitative analysiasoffsgram,

(e) analyze reports generated from data, and (f) draw a tentatidiasionc

The transcribed interviews were categorized and coded descripticerdany to
a combination of the previous guidelines (Creswell, 2007; R. M. Lee & Esterhuizen,
2000; Miles & Huberman, 1994) to reduce the amount of information and to focus on the

issues identified in the problem statement and research questions. Codes weredevelop
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that related to the problem statement, research questions, and themes. Throughout the
process, comparisons were made of the coding and participants’ responsestm orde
find common themes. Descriptive codes entail little interpretation; ratiesrattribute a
class of phenomena to a segment of text (Miles & Huberman; Strauss & &98).

Prior to beginning the interviews, Miles and Huberman (1994) suggested the
researcher create a provisional list of codes that describes the conaaptesidrk,
research questions, problem areas, and/or key variables. The researcher lopl deve
categories of the research variables, codes, and possible list of thenoadincto
Robson (2002), qualitative data rapidly accumulates and can be overwhelming. The
material is unstructured and difficult to deal with; thus, coding provides a solutigh. G
Bruce, and Johnson (2006) wrote that themes will formalize about halfway through the
interview process.

A code is a symbol applied to a section of text to classify or categorize it
(Creswell, 1998; Robson, 2002). Codes are typically related to research questions,
concepts, and themes. They are retrieval and organizing devices thahalle@sedarcher
to find and then collect together all instances of a particular kind. The development of
pattern codes is an integral part of coding and visually describing what seemsitb g
what. Selective coding is constructed to develop an emerging theme in undegsthadi
data and lay the foundation for subsequent analysis. The data are arranged based on
categories and placed in chronological order by reviewing and coding thibalediae
collected (Creswell). It is very important to manage the qualitative stmgctly in

order to provide the preferred analysis techniques.
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The qualitative computer application software program QDA Miner was used to
facilitate data analysis in addition to the researcher’s qualitativeg:adomputer
software packages designed for qualitative research are valuable fondimagement
and to assist in capturing, organizing, and analyzing vast amounts of languaged dat
Several qualitative experts (Creswell, 2003; R. M. Lee & Esterhuizen, 2008pR,
2002) recommended utilizing qualitative software to better manage datacaiakéa
their use. Since the conversations were taped, the software program ees#neher’s

coding helped to organize and analyze the transcribed data.

Summary
The purpose of this study was to explore the strategic planning process within
small businesses and gain an understanding of how small businesses conduajed strate
planning, what challenges they faced, and best practices the owners identified and/or
developed. This chapter described the qualitative methodology that vizedutal
conduct in-depth interviews of 15 small business owners or CEOs in north or northwest

Omaha, Nebraska. Chapter 4 presents the results and analysis from the egtdcoll
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CHAPTER 4. RESULTS

Introduction
This chapter reveals and explains the findings from the research conducted.
gualitative study utilizing a phenomenological design was employed intorder
understand how small businesses conduct strategic planning, the challengesethey fa
and what best practices they developed. Fifteen small business owners pedticiplais
study. The data were analyzed and organized into the following sectioR&s@nse
Rate, (b) Participants, (c) Demographic Information, (d) Data ArsabfdResearch

Questions, and (e) Summary. Chapter 5 will discuss the findings.

Response Rate

The sample size for this study was expected to be 15 small business owners who
(a) had fewer than 20 employees and (b) operated a business in north or northwest
Omaha. In order to ensure a final sample of 15 participants, the researchigdeim
participants a cover letter and consent form describing the research stidgdditional
consent forms and cover letters were e-mailed to ensure a final sample oa%8 anyg
participant later decided not to participate in the study.

A follow-up telephone call was made to each owner to confirm his or her
commitment to participate in the research study. The first 15 who agreed ¢ipp#atin
the research study and signed the required documents were the final samplétbiee

17 letters e-mailed, 15 participants agreed to participate in the study (sna declined
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and the other individual failed to respond to the request), thus achieving an 88% response

rate.

Participants

The participants for this study were 15 small business owners with fewme2@ha
employees located in north or northwest Omaha, Nebraska. They were iddrdiiiea
population of small business owners meeting the criteria for this study iretheership
directory of small business owners. The participants were randomly selleiciagh
convenience sampling, meaning the businesses were in close proximity to thehe¥sea
who lives in northwest Omaha, and/or the businesses were located in north Omaha. The
north Omaha geographic location was appropriate because a coalitionesfrecently
formed a network to develop and implement a strategic plan for economic development
and expansion in that area. Additionally, the sample included diverse industries, a
mixture of single-owner businesses, those with fewer than 20 employees, and various
locations within the geographic population area.

Utilizing convenience sampling, the researcher scanned the membership directory
of small businesses in north and northwest Omaha in order to confirm at least 15
participants who conduct strategic planning. The researcher called 24 besiaerd
selected 17 who agreed to patrticipate in the study. Each of the businesses ddnfirme
telephone that they conduct strategic planning. Robson (2002) stated that a samiple is bui
when it enables the researcher to satisfy her specific needs in a projdtt dhe

participants satisfied the purpose of the study.
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During the telephone conversation, the researcher explained the purpose of the
study and scheduled the interview. Prior to conducting the interview, the researche
collected the signed consent form that was either mailed or faxed. Theheséater
personally picked up the original of the faxed forms. Eleven interviews were cedauct
the owner’s place of business. In order to accommodate the schedule of the remaining
participants, 4 interviews were conducted and tape-recorded by telephone emhevirst
took place at each owner’s business and ranged from 20 minutes to 75 minutes. After
receiving the transcribed data from a professional transcriber, threyewsailed through

a secure Web site to the participants for their review.

Demographic Information

The 15 participants in this study were a diverse mix of business industries,
including form of business ownership, age, level of education, gender, ethyseity,in
business, and number of persons employed. This section provides descriptive data about
the people who patrticipated in the study. Participants were identified only bydirein
which the interviews took place. For example, interview 1 was the first person
interviewed, interview 2 was the second interview, and so forth.

Of the 15 patrticipants, 10 (67%) businesses were owned by women and 5 (33%)
were owned by men (Figure 1). As shown in Figure 2, the sample was diverse infterms
the type of products and services the small businesses provide in the community. This
research study included small business owners from the service industrysaédaj
accounting, insurance, and investments. Ten (67%) of the participants weesn Afric
American, 4 (27%) were Caucasian, and 1 (6%) was Native American (Bigure
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Figure 1.Population gender.
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Figure 3.Ethnicity/race.

The youngest small business owner interviewed was 27 years old, while the oldest
was 64 years of age. Specifically, 2 (13%) of the participants were between 25 and 30
years of age, 6 (40%) were 41 to 50 years old, 3 (20%) were between the ages of 51-60
years, and 2 (13%) participants were over 60 years of age. Two particdpalined to

give their age. A summary of these statistics is presented in Figure 4.

#1 25-30

O N B~ O ©

y/
.

7

[41-50
8 51-60
& Over 60

Figure 4.Participants’ age.
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Two (13%) businesses had operated 30 years are more, 2 owners had been in
business 21 to 25 years, 3 (20%) owners indicated business ownership between 16 and 20
years, 3 started their business 6 to 10 years ago, and 5 (33%) had owned their business 5

years or less, including 3 with less than 3 years’ ownership (Figure 5).

05 years or less

@6 to 10 years

016 to 20 years

021 to 25 years

O B N W b O O
| I |

030 years

Figure 5.Years of small business ownership.

When asked the number of people they employ, 5 (33%) of the respondents stated
2-5, 2 (13%) participants employed 15-20 employees, 8 (53%) participantsedtpto
one other than themselves, and 3 (20%) had 6—14 employees; Figure 6).

Four (27%) of the small businesses were operated as sole proprietorships) 8 (53%
were incorporated as limited liability corporation (LLC), 1 (6%) businessfaraned as
a partnership, and 2 (13%) businesses were Subchapter S corporations. Fiquleg§ dis

a graphic of the form of business ownership.
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Figure 6.Participants’ workforce.
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Figure 7.Form of business ownership.

In this study, 13 (87%) of the participants had a college education, including 6
(40%) earning at least a master’s degree. Two (13%) had an associgteés are

technical college training. The highest education level for 5 (33%) of theipantis was
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a bachelor’s degree. Two of the participants’ highest education was high. $éigact 8
depicts these statistics. Additionally, 1 of the high school educated partschmd been

in business 16 years, while the other had operated the business for 2 years. Based on th
literature review, Davidson (1991) and Vesper (1990) emphasized that interbatestri

such as training and education are essential elements in a business plangrearat

other words, small business owners have direct control over improving themselves
personally and professionally. Hence, Davidson suggested that small bosiness

tend to be more stable and successful if they clearly possess technicasiaed oskills,

and are passionately driven to mitigate the barriers that attempt tor dit@lit their

success (Rogers et al., 2001).

O High School

B Associate's Degree

4 OBachelor's Degree

SO B N W »~ 00 O N

1 OMaster's Degree or
Higher

Figure 8.Highest level of education.
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When asked why they started their own business, 12 (75%) participants explained
that they wanted to get out of the corporate world and become their own boss. (f these,
spoke of their desire for freedom and the independence of being their own boss. ‘I
wanted the freedom to do my passion” exclaimed one participant. That sentiasent w
echoed by another respondent, “I wanted something that would help me to achieve
business ownership but not have to answer to anybody but myself.” In the words of
another participant in entertaining the thought of self-employment, “Gbingdh the
corporate structure was a little more challenging than | thought. | deitidel could do
my own thing and do it well.”

Yet another participant described why the road of becoming a business aagner w
a simple decision:

| felt like it was the only way that | was going to be able to achieveutteess

that | thought | deserve. What | mean by that is, | had done a really dndd jo

think, of preparing myself to start my business. | felt like | was produeisigts

for the company | worked for, but there was a ceiling that | was going tio reac

there and it wasn’t where | wanted it to end. | decided that based on evetything

had done before, and all the research, | decided to give it a shot and do the things
that | really thought | could do, so that is why | started my business.

The reason given by the majority of the participants to voluntary enter into the
entrepreneur market is consistent with Hughes’s (2003) position that becoming self
employed is a personal decision to seek out opportunities and independence. This was the
position of 5 (33%) of the participants, who chose to join the entrepreneur scene because
of a need they perceived for the products and services they wanted to offer to the
community. Three (20%) respondents claimed that they were self-empldyedke a
lot of money.” In the end, the general consensus for starting their business was todesir

achieve success, be independent, and sell a product they believe in.
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Data Analysis
The interview questions were coded and analyzed in relation to the research
guestions. Each question is listed followed by discussion and emergent themes
formulated from the interviews. Use of the participants’ own words are presented
throughout the data analysis, to describe each lived experience of the straiegiagpl
process and to support the literature review.

Research Question 1: To what extent do small businesses in north and northwest Omaha
have a formalized strategic plan?

The responses with respect to a formalized strategic plan generatéstyaofar
detailed comments from the interview questions. However, three broad thenmgedeme
upon review and analysis of the participants’ replies. The general conser&if loy
the participants was that a strategic plan, whether written or meptepared, keeps
them focused on the future direction of the firm. The plan included a SWOT analysis, and
it is an opportunity to develop goals. Table 2 depicts how the dimensions supported the
emergent themes developed regarding the extent to which small businessas ha
formalized strategic plan. Questions 10 through 12 further describe the esfrons
the interviews.

Question 10: Do you have a formalized, written strategic pleer? participants
(67%) indicated they had a written plan, while 5 (33%) admitted that although they
conduct planning, it is not written.

Question 11What is your reason for having (not having) a written strategic

plan? Participants identified several factors for having or not having a writtaiegic
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plan. These responses yielded three primary categories as shown in Tablsed foc

direction, time constraints, and an opportunity to develop company goals.

Table 2. Reason for Having (Not Having) Written Strategic Plan

Category

Dimensions

Focused direction of the company To be successful and stay ahead of curve.

Time constraints

Opportunity to develop goals

You are not all over the place.

Create a vision that is in writing.

It is a road map, without it, business will fail.
Allows me to know where | am going.

“A written plan keeps me focused.”

It is a vision of the company.

Too busy.

It is a time consuming process.

Feeling of inadequacies and knowledge.

When | get time, | forget, but this interview has
encouraged me to put it in writing.

Decision making is a lot simpler.

Can easily address challenges if decision fits written

strategic plan.
Develop strategies to take advantage of strengths.
Create opportunities to expand.

Most of the respondents gave more than one response to the question. Six

participants (40%) expressed a sense of urgency in having a written plasetiuzy felt

it was a vehicle that drove them to be focused and committed to a vision for thdtfirm. “

allows me to know where | am going,” commented one participant. Four of these

participants added that in order to be successful and stay ahead of the euittena

plan was essential. In fact, three of them specifically described th#emnplan as “a
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road map” that prevented them from “going all over the place.” Another persodh, adde
“You are scattered without a written plan.”

According to 5 (33%) participants, a written strategic plan is an opportunity to
develop and implement goals because, if written, one tends not to forget. The main
reason for having a written strategic plan is that it provides a guidelinakimgn
strategic decisions about the direction for the firm and what activieeharbest fit for
the firm, clarified 4 (27%) respondents. Bryson (1998) noted that the value ofistrateg
planning is measured by the extent to which management used it in decision making. One
person agreed with Bryson’s assessment and claimed that successful fienastrédten
plan and it makes “decision making simpler.” Other comments included, “A person told
me a long time ago if you don’t know where you are going, any road wilogethere”;

“If you don’t have it in front of you, how could you possibly reach it”; and “It isriéten
vision—a visionary plan.” A written strategic plan provides a vision for thedut

“Visionary leaders help people to see how their work fits into the big picturentendi

people a clear sense not just that what they do matters, but also why” (Goleman, 2002, p.
57).

Another participant stated

We decided based on analysis of that, where we would be the most successful; the

only way to that would allow us to think about who we were and what we could

do, evaluate our positives and negatives, our strengths and weakness was to put it

down on paper then follow it.

Additionally, a written plan, according to 3 (20%) of the participants, can bedshire

employees.
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Interestingly, 4 (80%) of the 5 participants who did not have a written strategi
plan spoke of the fact that they were constrained by time. The other person &lt tha
written strategic plan “will increase overhead and | would have to hiréogegs . . . and
| don’t want to.” However, all 5 of them indicated that they conducted strategiciptp
mentally and as needed, constantly evaluating their business and thinkinggdbway
expand. According to Sexton and Van Auken (1982) and McLaughlin and Perman
(1991), this strategic planning behavior demonstrated by these 5 particgemtsistent
with what the authors described as unstructured, irregular, and incomprehensive. One
participant said, “I think about my strategic plan daily, | just don’t haveartetb sit
down and put it to paper.” This response is similar to research findings that sdggest
many small business owners engage primarily in adaptive, quick-response, 4od day
day planning (Byers & Slack, 2001; Schwenk & Shrader, 1993). A written plan, as
opposed to mental preparation, is of value in keeping a focused view of the organization.

Other comments shared for having or not having a written plan were: “It's very
important”; “I went back to college and know the importance from business classds”;
“In order for me to stay organized, | must have it in writing.”

Question 12What are the key components of your strategic p\&h@n asked
the key components of their strategic plan, participants generadlga0%) that
conducting a SWOT analysis was their primary component. Additionally, 9 (60%)
indicated their strategic plan included developing goals, strategies, arftt spzion
tasks on how to achieve those goals. Specifically, 7 (47%) participantsiatergiienue
goals, client goals, and staffing goals as key and integral componengs ctrdfitegic
plan. One of them even mentioned technology goals, a component on how the
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environment has changed, and a section evaluating if the company is doing \wbalit s
to achieve its goals.

Two (13%) participants stated their plan specifically included marketing
strategies and a mission and ethics statement, whereas 4 (27%) partponaiets out
that they included an analysis of environmental changes, financial data, éagicstra
initiatives. One of the service participants shared that one of the businespanemts is
a quality control section on customer service. Other key components cited ahthie
kind of organization are we,” “employee and self development,” “continuing edugation
and “where do we want to be.” There was universal agreement that a primary component
of the strategic plan included strategies on where the business wanted to be,
organizational values, and specific plans on how to support the company’s goals.

Summary of Research QuestionMith respect to what extent small businesses
have a formalized strategic plan, 67% of the respondents had a written spkteg#l|
of the participants in this study believed strategic planning is important anchalized
plan is ideal, but lack of time was a critical factor for those not having ttaeiripl
writing. The majority of those responding indicated that a written strapéayicis a “road
map” for keeping them focused, committed to the vision of the firm, and that it is a
guideline for making strategic decisions about the direction of the firm.

According to 80% of the participants, conducting a SWOT analysis was the
primary component of their strategic plan. Furthermore, most of the partxggreted
that the strategic plan should include developing goals, strategies, andcdpsk#ifor

achieving those goals. Several of the participants remarked that thgistrateould
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identify where they want the company to be in the future and benchmarks ifangtta
those goals.

Research Question 2: How do small businesses in north and northwest Omaha conduct
strategic planning?

The responses to this research question revealed a range of tasks and activities
associated with conducting strategic planning. The participants weiécsped clear on
the processes by which they direct their planning.

Question 13Describe the process and key activities you use to conduct strategic
planning in your busines3hroughout the varied responses, the general theme that
emerged from this question was to evaluate the business and adjust the businass plan a
needed. As with the responses to Question 12 concerning the key components of their
strategic plan, the impetus for an effective planning process was pegoar@WOT
analysis, particularly assessing the external environment, such as itorspet

Most (74%) respondents identified the SWOT as a key activity in evaluhgirg
business. By understanding these four aspects of the situation, a firm carebettayd
its strengths, correct its weaknesses, capitalize on opportunities, and datéapot
threats (Barker & Smith, 1997). Furthermore, Thompson et al. (2005) argued that a
SWOT assessment provides information that is useful in matching internalcessaiith
the competitive environment.

Four (27%) participants identified developing goals, action plans to achieve the
goals, and assigning responsibility were key processes to their ist@dgeming. In
addition to developing goals, 2 (13%) responded that they regularly compare thésr resul

to benchmarks in the industry. Getting as many people involved for input was ¢oitical
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2 of the respondents. They insisted that key personnel and brainstorming sessars we
important piece of their strategic planning process.

According to 3 (20%) participants, their strategic planning process includes
spending time identifying ways to improve customer service. “Happy cliesidt in
repeat business, which increases our revenue. Therefore, we must continually ind way
to maintain our business and use word-of-mouth to increase business.” Four (27%) of the
participants used an outside expert to facilitate their strategic planmiogsgt They
mentioned the value in using an outside expert was to help them to match their strengths
to opportunities that existed. Additionally, these participants stated thatténaad
expert would work best for the firm.

Question 14: How frequently, if at all, do you review your strategic plan?

Without exception, every participant had some type of timetable for reviewiing the
strategic plan, whether it was structured or unstructured. Consistentraigit

planning models to monitor the implementation of the strategic plan on a regular,
periodic basis (Bryson, 1988; Kotter, 1996; Kumpf, 2004), everyone was in agreement
that their strategic plan was reviewed frequently. Five (33%) stated dye2t€x4%)
participants review their plan semiannually, 5 (33%) participants respaiailg, and 3
(20%) mentioned as often as necessary, which may be daily, weekly, or “wheénever
needs to be tweaked,” responded one participant.

Question 15: What are some of the changes you have made to your strategic plan
and why?The responses to this question from 14 (93%) of the participants focused on
three distinct themes: innovation and creativity, relationship building, and existing
product line. The other participant (7%) indicated a complete change in busiciess f
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and direction was made to the strategic plan. This participant changed the sgpéad
offered as a result of environmental scanning and identifying the need of tharogm
clients and potential clients.

It was also revealed that reallocation of marketing dollars and enhancement of
customer service were clear changes made in the products and servioealltbesness
owners provided. As one participant put it, “Those were not working as well as our other
marketing promotions, so we had to make some adjustments in terms of dollars spent in
advertising and marketing.” It is apparent from the interviews that brsiness owners
need to read the environment and create awareness about the changes in the environment
to remain competitive. Despite the challenges that permeate the extefinahent, it
was also important for the small business owners to identify what appeals to thei
customers/clients. It may take a complete change in product focus, but thgcspiate
must align with what the customers/clients need.

The strategic plan, a “living document,” as described by several partgipant
should change often. Through the coding process, it was apparent that most of the
participants were driven to be innovative and creative in order to be successful.
Amazingly, they felt that the old cliché “If it ain’t broke, don't fix it"ddhot apply to
them because activities that worked well and have proved to be appropriate for the
businesses sometimes needed to be “tweaked” to move them to the next level. Thus, mos
of the respondents saw no problem in regularly revising their strategic planeAs
participant succinctly stated, “It [the strategic plan] is alwdnmnging; you change
because factors that you see that may have changed and you may havedaralter y
strategies in order to achieve your goal.”
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Businesses operate in a dynamic environment that must be constantly monitored.
The position of one of the respondents was that the composition of a strategic plan is suc
that the end goal may be somewhat fixed but the strategies for getting tete ba
fluid and you must be prepared to adjust your course of actions.

Coincidently, 3 participants described a situation in which their revenue gdals ha
to be adjusted downward because their original projection was unrealistic. “@me of
worst things you can do is to set unrealistic goals. Then if you don’t reach it,tyou ge
disappointed, so it has to be realistic,” commented one respondent. Each of them
recognized that the revenue goals were predicated on external forcesheirt adntrol,
and after reevaluating the environment realized that they would not achieve their
financial goal. Notwithstanding this, they all indicated making changes caffibelli
but it was important to realistically accept the changes and move forwhardoals that
fit their strategic plan.

Relationship building was another theme that emerged from the interviews.
Almost all of the participants who have employees described some type tibsitua
directly related to their employees that required them to changettiagggsc plan. For
example, one participant acknowledged changes in the company’s staffing. patteis
determined that one of the employees was not the right fit for a position thiutitvzdly
assigned to that individual. After further discussion with the employeebtitbyagreed
the person’s gifts and graces were better suited to a different position the firm. The
key for this successful transition was to discuss the situation with the emlogtdouild

rapport to help the employee understand the inevitability that the change needed to
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happen. Other participants spoke of collaboration with employees to successfully
implement changes made to the strategic plan.

Enhancing their strategic plan, which described the firms’ Standard ygerat
Procedures (SOP), evaluating current clients for potential long-&atonships, and
franchising the business were other changes participants made to #tegistplan. It
was important to one participant that the process and procedures on how to complete
specific activities be put in writing. Table 3 depicts the three major @asgnd

dimensions of responses generated from the coding process.

Table 3. Changes to Strategic Plan

Category Dimensions

Innovation and Creativity Collaboration
Revised revenue goals
Added standard operating procedures to revenue projections

Relationship Building Changed staffing projection
Assigning responsibility to each goal
Employee collaboration

Existing product line Customer service
Adjusting dollars spent on advertising and marketing

Question 16: To what extent, if at all, do you use external/outside experts in your
strategic planning proces®nly 4 (27%) of the participants hired an external expert to
conduct their strategic planning process. Two (13%) of the respondents utilized outside

consultants when necessary or depended on outside reading, with one of them responding
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“when necessary; | look to holy spirit for guidance and professional advice.biftvers
(13%) claimed they do not use an external person at all, whereas 7 (47%) statedythey
use external persons for operational functions (e.g., accounting, legaljsdative,

etc.). As Chrisman and Leslie (1989) noted, small business clients appearfitofioene
outsider assistance for administrative and operating problems.

The idea of using external experts in assisting firms with strategioipahas
merit. Smeltzer et al. (1991) reported that firms that engaged outgddasei their
strategic planning process were more effective and successful thanubwessé owners
who did not. Furthermore, Fann and Smeltzer (1989) concluded that small business
owners individually devoted more time and energy to strategic planning whenabey
outside assistance. Yet, from this research study, it was not determineé duitiesrs’
assessments are true. To the contrary, the data revealed that those resfiihidehts
did not use external experts were heavily involved in their own strategic planning
process. It was clear, however, that all 15 of the participants, whethepldrewas in
writing or not, considered strategic planning important. The level of commitment,
though, varied. The findings of the study are fairly consistent with Robinson aru#'Bear
(1984) contention that it is not clear as to the best approach in using outsiders in small
firm planning activities.

Question 17: What added value, if any, have you found from the use of these
external/outside expertdPwas apparent that the participants who utilized external
experts found their services to be beneficial and valuable. In fact, one partitipaat s
“The external facilitator brought objectivity, demonstrated the ability tdiate
perceived conflicts, kept us on task and challenged us to get outside of our vision.” The
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literature review substantiated that outside experts are valuable to supion the
adapting to environment change, execution of their plan, and offer services, whic
develop ways to increase organizational efficiency (Bracker & Pearson,d6Bén,
2001; Orpen, 1985).

According to the participants, the external experts continually reminded them of
the mission of their organization and what they are trying to do, and kept them “from
going off on tangents.” Additionally, one responded that the organization could benefit
from the experience and knowledge of an outsider who may have tried an idea.
Furthermore, the participant indicated

If you can get better ideas to help your business succeed, someone has tried it, and

is something you did not have to work to figure out for yourself, why reinvent the

wheel? If you can benefit from their experience, implement it into what you do, it
is a win-win situation. The knowledge from the outsider can save you time,
money, and can increase your business.

Question 18: To what extent are your strategic planning efforts impacted by
external influences (i.e., competitive, socioculture, regulatory, eitig?majority of the
respondents (80%) indicated that the competitive nature of the industry impacted their
strategic planning efforts. They must be aware of the environment and mamketplac
Regulatory forces impacted the strategic efforts of 3 (20%) partisipahtle 2 (13%)
small business owner stated they were more concerned with economic influeveeal S
mentioned more than one external influence, including the labor force and consumer
preferences.

In most businesses, the environment has changed from minimal competition and
little complexity to more turbulent, complex conditions (Ansoff, 1991; Drucker, 1976).

Increased interdependency makes it necessary to focus on a firnégystxatl increase
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awareness of relevant aspects of the environment (Borch & Arthur, 1995). Thissequire
understanding the company’s industry, competitive environment, and its internal
assessment. “| am always looking and comparing myself to the mafkets;don’t, you

will not be competitive,” responded one participant; this was the general agrieahall

the participants who consider the competitive environment critical to thetie gitc

planning. On the other hand, one participant has the only service offered in Omaha, and
thus stated, “Currently no serious concerns about competition.”

Three (20%) mentioned regulatory laws forced changes to their plan, even to the
extent of having to either raise their fees or change their product focus. Rplexane
participant explained that since the product offered is considered a luxuryioegula
changes forced the firm to make changes on how the product is delivered. Two (13%) of
the participants indicated that staffing was an issue. “People are titore@end highly
motivated in seeking job opportunities. They want to know how the firm sees the future
of their organization. Thus, strategic planning allows the firm to answer theoqua$ot
quicker and cleaner” quoted one of the participants.

Four (27%) of the participants credited competition as a measurement of qualit
improvement for their products. They explained that they engaged more in stuaying t
competition and in exploring innovative and unique services. Consequently, the
participants “used outside resources to continually strategize, look aiette afeyour
clients and provide quality service.” Porter (1979) remarked that stragegjtioning of a
business gave it a competitive advantage.

Moreover, an analysis of the environment is essential in order to determine
strategic positioning. The competitive forces must be examined to determstatthef
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competition, strategies, and tasks in the company’s strategic plan. Saidtcmpaoe,

“The competitive environment allows us to look at other firms and helps us to know who
we are as an organization.” Thus, many of the participants concurred thaigkaelergast

of competition was essential and their strategic plan should be amended aanyeces

One participant acknowledged that his or her firm works with a local network
group in identifying new businesses to the community and determine if there is a need t
adjust the firm’s product focus. Finally, the two participants who mentioned e@nom
influences explained that since the services they offer can be considereadyaahck not
a necessity, they have to contend with the possibility of declining sales.

Summary of Research Questionr2response to “How do you conduct strategic
planning?” the majority of the participants perform a SWOT analysis. In addikiey
monitor and make necessary changes to their strategic plan at least selityiahineial
participants’ rationale for making changes to their strategic planddaus three distinct
themes: innovation and creativity, relationship building, and existing product line.

Research Question 3: What challenges do small businesses in north and northwest
Omabha face in the strategic planning process?

Question 19: What are the challenges you have faced in developing your strategic
plan? This question was asked in order to understand the complexities of the strategic
planning process in small businesses. The responses revealed three broagsategori
challenges owners faced: time constraints, personal preparation, and cgompiitle 4

depicts the categories and dimensions.
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Table 4. Challenges in Developing Strategic Plan

Categories Dimensions

Time constraints No time to do it right.

Time consuming.

It requires sitting down doing it.

Day-to-day operations take too much time.

Can be costly to hire external expert but needed
because of time constraint to develop
without assistance.

Too expensive for small businesses, although
the value may be worth the cost.

No employees, thus time is not available.

Self-development and preparation Recognized personal inadequacies in running a

business, experience.

Limited knowledge in fully understanding
strategic planning process.

Must look at strategic planning from CEO
perspective and not sales person.

Effective market analysis and product planning.

Being sole proprietor, don't give up when you
don’t see results as quickly as you would
like.

Lack of discipline needed to develop strategic
plan.

Inability to communicate effectively with
employees and clients.

Inability of getting employees to buy into
benefits of strategic planning.

Industry and competitive environment  Staying on top of changes in environment. Keep

abreast of what competitors are doing.

Willingness to make changes.

Ability to identify new ideas.

Although a small business, need to look like a
big business.

Strategic plan must continually change.

To be successful must be willing to change.

Competition, competition, competition.

Instability of economy.
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After coding the participant interviews, it was clear that the biggedieciye and
most important concern faced by the participants was that the demands of running a
business leaves little time to effectively plan. Invariably, the respondentsconcerned
about time because it impacted their availability in monitoring the competitive
environment. Nine (60%) of the participants indicated time constraints. Howewep, onl
(13%) of the 15 participants mentioned the use of an external expert to assisewisle t
of strategic planning development may mitigate the time constraint issue.

The competitive environment was a significant challenge faced by 11 (73%) of
those interviewed. Specifically, they described having to increasersasgaref the
competition, changes in their industry, identifying new ideas, and having theaesour
available to implement those changes. Of those competitive challenges, thesbne m
cited was keeping abreast of what competitors are doing. In fact, one personssiithpl
“Competition, competition, competition” when asked the question.

Volatility in the economy is taking notice with small businesses. Thegayiag
close attention to the changes that affect their strategic plan. Smakk$ses are facing
rising costs and consumers’ tight budget constraints. Several participdictged that
their product is considered a luxury item; therefore, they are faced withalenge that
customers may forgo their product in depressed economic situations. “I realiziedoha
is a luxury item and may become unimportant to some people,” commented one
participant. The participants stated it can be difficult to plan around thesengeslleget
it is imperative that they strategically develop plans to compensate fer laes.

McLaughlin and Perman (1991) noted that challenges to success and survival
were influenced by preparation and planning. Self-development and preparation,
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including personal challenges, were cited as challenges faced by 4 (2{t#&) of

participants. For example, one person commented “The first challengecogsizing

that | did not know as much as | thought about running a business.” Another said, “Being

a sole proprietor you can’t give up easily if you don’t see results as qaskigu would

like.” They all noted that their level of knowledge with strategic planning lhmated.
According to Adubato (2005), much of the confusion and negativity surrounding

strategic planning is primarily due to the lack of understanding of the grocésilure to

put the plan into action. Hence, 4 of the 8 (50%) participants who had employees agreed

they had to first come to grips with their own self-perceived or actual inades|ti@c

fully understand and appreciate the value of strategic planning. Two (13%ipaantsc

said trying to convince employees to buy into the vision in their strategia alaallenge.
Question 20: What impact have these challenges in developing your strategic

plan had on your businesgtswers from the participants varied greatly in response to

how these challenges changed and impacted their business. Two partitipagis t

their staffing needs were impacted because potential employees want tthenow

organization’s position in balancing family with work and their expectation ofnstaf

growth. Time was stated as a challenge by 9 (60%) of the participants, 44 ylof

them stated that the use of external experts was valuable to them in tereesnof fineir

time to perform other matters important to their business. One participaal, stat

“Because we have seen the value of strategic planning, the cost is stilhtbglieing

outside experts, but not much of a challengéree (20%) participants indicated the

impact of these challenges forced them to consider how they fit with ttaegc plan

and has given them strategic direction. Said one participant, “It is our living datuso
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we refer to it and ask ourselves how these challenges fit our strateganplahe
direction we want to go.” In fact, two other owners described their strategi@apla
“living document.”

Two (13%) participants stated that any time regulatory laws change, the
strategic plan must adjust for these changes. For example, changes soduetsdasign
or packaging or legal constraints must be considered. A complete chaegéada s
provided based on results from a market analysis was mentioned by two respondents.
They both indicated that they changed their product line over time from what the
originally offered. The change in focus was due to customer needs. Nine (60%) of the
participants said their company grew and business was better as a résesgeof
challenges. “By overcoming challenges you get better as a compamdandually,”
commented one participant. Similarly, 3 (20%) participants summarized tlhenges
and impact as a way to strategically look at what the company is doing andthéere
want to go. One respondent suggested that “letting go of stuff that | am not thet]best |
freed my mind to excel in the areas that use my natural gifts and grabessame
respondent noted that employees are also stronger when their giftsogreazed and
they can focus on what they do best. Other responses included “allows méitgmget
clients”; “increased revenue”; and “we grow as a company, and emplayestronger
and personally grow.”

Question 21: What are the challenges you have faced in implementing your
strategic plan?The overriding theme from the participants was that organizational
culture, time constraints, and external forces (competition and customesshee
challenges they faced in implementation of their strategic plan. In tdrarganizational
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culture, 2 participants described specific situations in which an employeested@
great idea for company growth, but the owner did not accept it because thalideafdi
the strategic plan. They both mentioned that the strategic plan is a road trfapctdsa
the business owner to follow it. One participant said, “If you truly believe inatesjic
planning gives you the ability to recognize that all opportunities will ngofit plan.”

The participant further stated, “I recognized the idea did not fit ouegtcgplan; thus,

the money spent on developing our strategic plan was valuable and the plan works!”

Another perspective revealed the difficulty in getting employees to Bhiftway
of thinking. Sometimes tunnel vision and stagnation prevents moving the company
forward. One participant stated that it is “complicated to get peoplentodifierently.”
Implementing the strategic plan and changes is sometimes difficult wh@oye®s are
not aware of the strategic planning process. One person jokingly mentionecdgdang
as to obtain reference material and books in understanding and attempting to get people
to shift their way of thinking. This person went on to declare that the culturaicitaa
the firm was going to be used as a teaching term. This is why most of ticgopats
who have employees indicated they get their employees involved from the beginning of
the planning process: to not only gather their input but to ensure complacendyewith t
plan. Another respondent stated that the problem of keeping employees isragehalle
implementation.

Several dimensions were identified that are associated with exterred.fofe
participants suggested that being responsive to customer/client needs ke mar
industry, competition, and developing long-term relationships have been challenges in
implementing the strategic plan. It is important to understand one’s customedsrinoor
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mitigate any resistance from the customers. Table 5 lists the dimegsiogrsted from

these themes.

Table 5. Challenges Faced in Implementing Strategic Plan

Categories

Dimensions

Organizational culture

Time constraints

External forces

Shifting the way people think; complicated to think et
May be difficult for some employees to believe in the strategic
plan.
All ideas are not feasible.
Longevity of employees.
Ability of employees to buy into plan.

Taking time to apply what is in the plan
Regular meetings.
Having to continuously review.
Time spent with external expert was worth it.

Responsive to customer needs (customer service).
Resistance to change from clients.
Obtain new clients.
Focus on long-term relationships.
Saying no.
Competitors.
Market/industry.
Need to continually be vigilant in order to succeed.
Economy—product is a luxury item, so it is the first to be
reduced in clients budget.

Question 22: What impact have these challenges had on your busliness?

was a broad range of responses to the question on the impact of these challenges on the

business. The researcher coded the responses into five categories that eacbrabd s
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dimensions: organization and management, adaptability, business opportunities,

organizational culture, and customer service (Table 6).

Table 6. Impact of Challenges on the Business

Categories

Dimensions

Organization and management Meet with key managers to discuss issues and

Adaptability

Business opportunities

Customer service

Organizational culture

challenges affecting business.

Increased regular meetings.

Changed way of doing business.

The firm as a whole has a better understanding of the
broader value of strategic planning.

Helped me to grow and stay creative.

Stay vital and alert as to what is needed in society.

More productive with time.

Increased awareness of challenges.

As you adapt to issues, you become more capable of
adapting to the challenges as they come.

Embrace change then it no longer becomes a challenge
but something that is new and needs to be
implemented.

Provide a better service and how best to provide that
service.
Have impacted business in a positive way.
Explore expanding in new markets.
Continually assess plan and marketing opportunities.
Growth in focused areas.

Enhance and increase interaction with client, be more
customer friendly.

Employees are enthusiastic, synergized argega.
Positively changed work environment and atmosphere.
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According to 5 (33%) participants, the implementation challenges demonstrated
the need to increase awareness and connection with a dynamic and changing
environment. One participant stated, “We now understand that we cannot expedithings
just happen, they have to be reinforced and reinforced on a consistent basis.” Tineee of t
participants argued that the challenges have changed the firm’s meetiwgrarethics.
They now meet regularly with key managers to discuss work issues and hawgetthan
the way of doing business.” The participant stated, “I think the biggest change is
recognizing that we have those challenges, then we can appropriately respond, f
example, we started a process of having weekly meetings.”

Additionally, the challenges have affected how businesses interact with
customers/clients. Since several stated they recognized the challeepgeset
committed to identifying ways to best provide the quality service that is®geAs one
client put it, “We understand a broader value . . . because | have a tool that | daat use t
has been developed in a strategic way.

One comment emerged that stood out: “The challenges | have to face and deal
with have changed me, and | have a tool [strategic plan] that | can use thatrhas bee
developed in a strategic way.” Changes in the organizational culture weeateand
positively impacted the business, according to 3 (20%) participants. “If ftduda is
positive about what you do and enjoy it, you will reap the rewards because your
production will increase.” Another participant stated, “You need to continually be
vigilant in order to succeed and make the necessary adjustment to thecsplateygi

The challenges have impacted the organizational culture to the extent that
employees are more enthusiastic and energized, and promote an encouraging wor
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environment. Many of the responses discussed growth in the focused areas thegddentif
in the strategic plan and are exploring new options to market. In fact, oroyaautti
commented that new regulatory mandates in the industry were an opportunity to consider
new markets.

Some of the respondents indicated they could adapt to the challenges and change
was necessary. They concluded that if one embraces change, then it no longes lbecome
challenge but something that is new and needs to be implemented.

Summary of Research QuestiormBe challenge most often mentioned in
developing a strategic plan was balancing the competitive environmenhevifinnd’s
goals and objectives. Based on the responses, 73% of the participants stateg@itigt kee
abreast of the competition and trying to stay competitive was a challgrigescessary
to meet their objectives. Time constraints that keep them tied to day-to-dayi@per
was indentified by 60% of the participants. Other challenges in developing tlegistrat
plan included the economy, regulatory issues, and self-development. Although s@metime
difficult, the participants suggested that these challenges were positizede it forced
them to evaluate how they fit with the strategic direction of the firm.

The overriding challenges in implementing their strategic plan were
organizational culture, time constraints, and external forces. Once the plan was
developed, the challenges were getting employees to buy into the plan, being vesponsi
to customer needs, and finding time to implement the changes. According to 33% of the
participants, the implementation challenges demonstrated the need to iBgvaesgess
and connection with the changing environment. The impact of these challengesichange
the participants’ work ethics, how they interacted with their customers, and the
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organizational culture. In regards to facing the challenges, one partistpged, “If you
embrace change, then it no longer becomes a challenge but something that is new and
needs to be implemented.”

Research Question 4: What best practices have small businesses in north and northwest
Omabha identified and/or developed?

In general, achieving business excellence is accomplished through strategic
planning by developing a range of activities demonstrating best praatiddsusiness
intelligence to predict today and plan for the future (Briggs & Keogh, 1999pBatu et
al., 1998; Peters & Waterman, 1982; Wiseman, 1995). The purpose of this question was
to understand the experiences, processes, and activities small business opiogrs em
that have worked best for them.

Question 23: What are the best practices you use in your strategic planning
process?All of the participants identified at least two best practices. The ma{6£€6)
of the participants indicated that conducting some type of analysis of themairded
external environments, SWOT analysis, and matching their strengths to oppestuniti
were their best practices in the strategic planning process. Three (78% )odir
businesses that utilized external experts thought this was their bestepraébaditerature
suggested that planning activities are enhanced when outside expen®kedim the
planning (Bracker & Pearson, 1985; Chrisman & Leslie, 1989; Cohen, 2001).

Four participants suggested their focus on providing excellent customer service in
their strategic plan is a best practice. Two of the owners went on to explaactiliaty
working on improving services to clients led to increased referrals, whichatieoh b

increased revenues. Having a business with a good brand name, being ethicahgorovidi
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service with the highest integrity, and being a reputable firm was methiz@@ best
practice by two of the participants. One participant stated, “We trg &slgood as we
can be.” One participant credited the basic tenets of business and “dcowlsatyyyou
are going to do” as best practices.

Similarly, 4 (27%) of the participants responded that making every effetick
close to their strategic plan in order to be effective is a best prawicleas contributed
to their success. Not surprisingly, 3 (20%) of the participants said that having the
strategic plan in writing was important. Furthermore, one participant not aidlyhe
plan should be in writing but that “developing the living document into a plan that can be
reviewed in one hour or less” was a best practice. Including all employdesstrategic
planning process was a best practice mentioned by 4 (27%) of the partieytthnmnore
than 1 employee. Additionally, 7 (47%) participants stated that it waated<o monitor
their strategic plan and they considered that activity as a best practic

Other best practices identified by one participant each were usinggfeeare,
daily reading of business literature, regular use of the Internet tofydpossible
product/service ideas, flexibility in developing and implementing st@afggnning,
openness and flexibility in working with clients, and being a member of professional
organizations for professional and personal development.

Question 24: What impact have these best practices had on your buSimess?
general themes were derived from the participants’ responses to thisguikstie than
one response was given by 14 of the participants. Generally, the resporatedtthsit
the best practices resulted in focused direction for the firm and reinforced an
entrepreneurial mindset. Table 7 charts the categories and dimensioh& ([B0&6) of
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the participants described actions that supported an entrepreneurial mingset; the
mentioned activities that increased productivity, business, and achievingeainsis
growth. The tasks allowed them to be “better at what | do,” and “give ltter

advice.” One person stated, “When you do what you say you are going to do, gedcrea

my business and led to public and professional recognition.”

Table 7. Impact of Best Practices

Categories Dimensions

Focused direction Keeps us focused on our purpose and vision.
Shows all employees the firm has a strategic plan.
Consistent growth.

Entrepreneurial mindsetincreased business.
Excellent reputation developed.
More productive.
Better at what | do.
Better customer service.
Retention of clients.

Question 25: What best practice would you like to develop and what benefit
would it provide for your companythe responses varied greatly as several participants
suggested more than one practice they would like to develop. Although all of the
participants conduct some form of strategic planning, 5 (33%) suggested thatglevoti
more time and energy to the strategic planning process is something titdyp da
because of the inherent value it provides in achieving success and stability to thei

business. “I need time to do all I would like to do, but a lot of time | get so busy,” stated
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one participant. Another further explained with an illustration of needing timeldavfol
up with clients. Two people thought a best practice they would like to develop is an
annual marketing plan because they could track monthly revenue goals betteth€&ve
suggested that they would like to involve the entire organization in the strategitgla
process to gain more input. Two participants want to hire an external expert wtho coul
offer a different perspective, be objective, and help them become more sipettiéo
plan. Two owners identified some type of training program for their employeéerdsc
“The best practice | would like to implement is training for my employees tunfeec
more assertive in the sale of certain products.” Another insisted the bestetiaeyi
desire to implement is benchmarking as a way of continuous measurements against
competition. Finally, one participant claimed the development of a strongertimgrke
plan would allow access to larger clients.

Question 26: What advice would you give to a small business owner on
conducting strategic planningPhe last question tended to spark excitement with the
participants, when given the opportunity to offer advice to small business owners on
conducting strategic planning. The responses varied greatly, but the consensl® from
(87%) of the participants was that strategic planning is essential arablal”| believe
one of the reasons people fail is because they don’t have a strategic plare they a
busy,” said one participant in support of the value of a strategic plan. “Always plan, it
never ceases”; “you can’t plan enough”; “make sure it is in writing, whicpskgeu
more focused”; and “put it in writing or you will act lost and lose focus of yousgjoa

were other comments associated with having a written strategic plan.
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Similarly, 2 (13%) participants declared they did not view strategic pigras an
exercise but as the organization’s lifeblood, which is just as important as a bpsamess
Although using various descriptive terminologies, several participalhesl ¢the process
vital and the “lifeblood” to the success of the organization, but warned not to make the
strategic plan too complicated. One participant said that although the plan should be in
writing, the business owner “should be flexible and quickly adjust the plan asargtess
to reflect changes in the environment. Interestingly, 2 (13%) partisipéiered similar
advice: to write the word “Draft” on the strategic plan because the docuhwarid He
ever-evolving and business owners should never become complacent, but rather should
be willing and ready to make changes at all times.

Another offered the advice to take “a hands-on role” and look at strategic
planning from a CEO perspective. Yet another stated that being a small bbsingss
challenges in itself; therefore, the strategic plan needs to makedgklike a big
business.”

Furthermore, 7 (47%) participants went on to say that once the strategis plan i
developed, it should be monitored regularly and “not put on a shelf and forgotten.”
Another participant insisted that “strategic planning is ongoing, you hawatimeally
revisit those things that aid in the success of business, then revise when péd@nsar
participant suggested that it would be helpful for those considering strategimglao
talk to others who have gone through the process and ask how they benefitted. Two
suggested “getting a good external facilitator” as they can mi@etigély direct the

process and bring objectivity. Additionally, external experts see thingsamdifferent
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perspective; “when you are in your office on a daily basis, you tend tditjét enore
tunnel vision, set in your ways.”

Five (33%) participants offered that the strategic planning process is an
opportunity to learn more about your business and competitors. One participant advised
that small business owners should “gain as much knowledge as you can as when it comes
to your business as well as businesses similar to ycAdlde€d another participant, “that
means knowledge, knowledge and understanding knowledge, always looking at your
competition.” This advice was consistent with Arbnor and Bjerke (1997), who reported
that organizations and the environment evolve together and continuously interpret, react,
and adapt to information from the environment. The literature suggested that the key t
success for all businesses is to recognize, identify, and interpret envitahofenges in
order to develop a step-by-step plan for attaining company goals.

Finally, 2 (13%) participants offered unique suggestions. One participant’s
recommendation was from the perspective of running the business: “Have adequate
funding, which should be 6 months to 1 year living expenses in your savings.” The other
participant’s advice was in the form of an analogy:

My advice is the carpenter’s rule: When they are building something, they

measure twice so they only have to cut once. What this means is that when you

make a strategic plan, you should go over it a number of times to make sure that
you have identified all the opportunities, threats, strengths, and weaknessas. It
continuous adjustment to a course of action. You don’t get many opportunities to
make it right.

Summary of Research QuestiorCénducting a SWOT analysis was reported as

the best practice employed in the strategic planning process by 80% oftitipgas.

They also identified utilizing external experts, focusing on customer seprieparing a
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strategic plan, making every effort to monitor the plan, and having the strptegiin
writing as best practices. Generally, 80% of the participants rethdr&ethe impact of
implementing these best practices kept them focused and reinforced preseweal
mindset on what is best to achieve growth and success for the firm. In terms begthat
practice they would like to implement, 5 (33%) of the participants would like to devote
more time and energy in the strategic planning process. Other participamisned
developing a marketing plan, including more employees in the process, followkup wit
clients, and training their employees as best practices they would like smel in the
future.

When asked the best advice to give a small business owner in conducting strategic
planning, 87% of the respondents agreed that strategic planning is essential and;valuabl
thus, it is a management tool that should be developed. The general consensus was that
strategic planning offers the company an opportunity to engage in a learniegroc
about one’s business and the competitors. In addition, several participants sliggeste

hiring an external expert to facilitate the strategic planning psoces

Summary
This phenomenological research study described the languaged data collected
from 15 interviews with small business owners who met the criteria for the gopulat
under study. The responses were coded, categorized into themes, reviewedidny, quest
and tables generated when appropriate. The findings summarized the andeetedcial
four research questions that guided this study. In the context of the purpose of the study,
the following research questions were addressed:
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1. To what extent do small businesses in north and northwest Omaha have a
formalized strategic plan?

2. How do small businesses in north and northwest Omaha conduct strategic
planning?
3. What challenges do small businesses in north and northwest Omaha face

in the strategic planning process?

4, What best practices have small businesses in north and northwest Omaha
identified and/or developed?

The sample population of 10 women and 5 men was a diverse mix of businesses.
The owners ranged in age from 27 to 64 years old. The educational credentials of the
participants were consistent with Davidson'’s (1991) assessment thabesiaélss
owners are more stable and successful if they are educated and pursue kgifraate
Eighty-seven percent of the participants had at least an associate's,detn 40%
having earned a master’s degree. The participants have been business ownénefr
30 years. The main reason given for starting their own business was to be their own boss
and make money. They were driven to operate their business to be successful dad take t
necessary steps to accomplish that goal.

All of the participants conducted strategic planning, which was the primary
requirement for the study. The purpose of this research study was to exploratéugcst
planning process in small businesses. With that said, most of the participants had a
formalized, written strategic plan. Those without a formalized, written pksted that
their time and other constraints prevented them from putting it in writing, althbagh t
thought about it often. It was clear, however, that all 15 of the participantd)extiegir

plan was in writing or not, considered strategic planning important. The general
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consensus was that a strategic plan, whether written or mentally preparatekept
focused on the future direction of the firm and was an opportunity to develop goals.

Whether their strategic plan was in writing or not, 80% of the participants
identified performing a SWOT analysis as a key component and activity tatitzegic
planning process, in addition to developing goals and related activities to ati@eve t
goals. In terms of using external experts, only a few of the participaiedibutside
services to assist with their strategic planning development or impldmanta

The competitive nature of the industry was a significant challenge in developing
and implementing their strategic plan for 73% of the participants. Yet, thelmmsaless
owners recognized the challenges and appeared knowledgeable on how to mitigate thes
challenges in a way that was most effective and least disruptive tonthd fiere was a
mixture of best practices. Undoubtedly, the best practice agreed upon by théyrodjori
respondents was to thoroughly conduct a SWOT analysis. This allows firms to not only
evaluate internal competencies and resources but to identify opportunitieeghfit
their strategic plan. Those who hired an external expert mentioned the oessidece as
their best practice and obtained substantive assistance with their stpd@ging
process.

Regardless of the process, components, or other activities used in the strategic
planning process, all of the participants insisted strategic planning is anpantd must
be monitored regularly in order to ensure their competitive position in the industry.
Overall, the findings revealed rich, lived experiences on how small businessestconduc

strategic planning. In chapter 5 the overall results are analyzed, recalatons for
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conducting effective strategic planning in small businesses are provided, and

recommendations for future research discussed.
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CHAPTER 5. DISCUSSION, IMPLICATIONS,
AND RECOMMENDATIONS

This chapter will discuss the findings of the study, implications, and conclusions
and provide recommendations for future research. The purpose of this study was to
explore the strategic planning process in small businesses and address the gaps i
research exploring its role. The results and implications of the data edlkret
discussed regarding the demographics of the participants and each of tlesdaunch

guestions.

Introduction

Small business ownership continued to lead growth in the U.S. economy in 2006,
according to the SBA Office of Advocacy report on small businesses (2007), alyicul
among women and minorities. They are critical to the U.S. economy, providing fomg-te
benefits through job creation and economic expansion. Yet, according to Gaskill,
“Despite the economic benefits and opportunities provided by small business/@stiat
small business continues to be inextricably linked to high failure rates andrpaticle
challenges” (2001, p. 2). A reason cited for small business problems is asbsaatht
the failure to employ strategic planning (Brews & Hunt, 1999; Christopher, 1998;
Kristiansen, 2004). Appropriately, research found that larger firms regpladyice
strategic planning (Chrisman & Leslie, 1989; Van Kirk & Noonan, 1982; Walsh, 2005).

Although the majority of empirical studies on strategic planning have focused on

big business, scholarly contributions addressing small business planning is giaving
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this end, the findings in this study revealed that whether the participants ccordusit f
or informal strategic planning, they all agreed that strategic plannangakiable and
essential management tool for their business. In addition, this study found the small
business owner’s process for conducting strategic planning is similar to mgdses.
Schwenk and Shrader (1993) argued that strategic planning is a valuable mamageme
tool for both small and large businesses, and that the lack of its use is critical to the
success and survival of small businesses. This assessment was evident in the data
collected that revealed the strategic planning process of the small Busiolesn the
same processes as big firms. While the business may be small based derthe cri
established by the SBA (2005), one participant emphasized a small businesmiust
like and present itself as a big business. The participants in this study recbtijrat not

performing strategic planning could be critical even to small businesses.

Participant Demographics

Although this research study did not delve into the demographics of the
participants, it is interesting to note that the make-up of the sample population was
consistent with information from the literature review on the demographicYdtes)
of entrepreneurs and the self-employed. This section gives a briefchtsscription
of the participants in this study. It illustrates the commonality withitheture review
of those persons who are part of the small business ownership growth.
Ethnicity/Race, Gender, Reason for Self-Employment

While the number of businesses increased by 10% between 1997 and 2002, the
percentage of minority- and women-owned businesses grew 45%. The growth ofwomen
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owned businesses was 20% during the same time period, twice the national average
(SBA, 2005). Specifically driving the resurgence in the number of small firens
women-owned businesses. The Bureau of Labor (as cited in Greene, HamoGiht
Brush, & Carter, 2003) reported in 1972 there were 700,000 self-employed women. In
1984 the number climbed to 3.5 million, and by 2002 there were 12 million women-
owned businesses. Female entrepreneurs were clearly a significanafetdriving
force for establishing small businesses and impacting the U.S. econasmjardtugh
small business ownership that many women and ethnic groups became successful
entrepreneurs. Coincidently, 68% of the participants in this study were women.

Several of the women voluntarily left executive positions in the corporatd wor
to start their own business. There responses were consistent with the findindstof We
(2005a) and Carter and Cannon (1988), who maintained that women’s movement into
small business ownership was pursued for social reasons: to combat the ‘igraps ce
effect and escape male dominance that tended to prevent them from “doing their ow
thing.” Interestingly, none of the women in the study cited the “glaBsgeffect” as
the reason for becoming an entrepreneur. In fact, it was a male respondent who
mentioned the “ceiling” with his comment, “| felt like | was procagriesults for the
company | worked for, but there was a ceiling that | was gong to reaehatie it wasn’t
where | wanted it to end.”

When asked, “Why did you start your business?” 100% of the participants
acknowledged it was a voluntary decision, driven primarily by their desirettelve
own boss. Most of them mentioned their entrepreneurial spirit was shaped by their
passion to sell a product needed in the community and to make money. These attributes
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are consistent with the perspective of Hughes (2003) and Krahn (1995). These authors
argued that self-employment is shaped by voluntary entry into the entreprenket. mar
Moreover, it is a commitment to sell a product or service that is perceived to be
marketable, gain financial independence, use a skill, and achieve the desire to be one’s
own boss (Birley, 1989; Goffee & Scase, 1983; Sexton & Van Auken, 1982). In addition,
Hughes asserted that small business owners are motivated by a passion tedséusucc
independent, and to capture a dream that presents an opportunity for a challenging and
meaningful work environment.

Four of the women in this study stated they voluntarily left the corporate world
because they always had a desire to be self-employed or no longer wantek ito w
corporate America. They were compelled to leave executive positions in pogater
world to start their own business, consistent with the findings of Catley andtbtami
(1998) and Hughes’s (2003) assertion that women want to be independent and pursue
economic advancement. Furthermore, Hughes commented that women’s contrdoution t
the ranks of entrepreneurs was fueled by the desire of independence, flexibditgmic
advancement, and to escape barriers from employment in the corporate world. These
reasons were compelling factors for women to start, build, and grow a business.

Contrary to Hughes’s (2003) “push” theory argument that describes self-
employment as the product to downsizing, response to a cyclical economy, lack of job
opportunities, and restructuring, none of the participants in this study indicated yhat the
started their business for these reasons. Moreover, 12 (75%) participantsezkisiay
voluntarily wanted to get out of the corporate world and become their own boss. This
explanation is more consistent with Hughes’s “pull” standpoint that self-emplatyis a
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personal decision to seek out opportunities and independence. Two respondents spoke of
their desire for freedom to follow their passion and achieve independence.
Education and Age

Education continues to be the gateway toward the entrepreneurial arena.
According to the SBA Office of Advocacy (2007), new entrants into self-emay
with a high school education declined, while self-employment college gradunates
individuals with master’s degrees and above increased 35% and 29% respectseely. Al
based on the literature review, Davidson (1991) and Vesper (1990) emphasized that
internal attributes such as training and education are essential elemetits in s
employment preparation. In this study, 13 (87%) of the participants had a college
education, including 40% who held a master’s degree or higher. Mirroring tader f
trends, the number of self-employed between 55 and 64 years of age increased 46% for
the period (SBA Office of Advocacy). Surprisingly, 5 (35%) of the paswitip in this
study were over the age of 50, and 40% were between 41 and 50 years old.
Business Type, Employees, Years, and Form of Ownership

The sample population included owners from diverse businesses, including
accounting, entertainment, consultants, floral, direct sales, insurance, artichentss
The majority of the participants (67%) had been in business more than 5 yearsngncludi
4 with 21 to 30 years of ownership. This information is significant because the SBA
(2005) reported that over half the businesses fail within their first 5 yearsratiope
One of the participants just opened the business 1 year ago. The businesses were
predominantly LLC corporations with no employees. Seven of the businesses eh#ploye
Or more persons.
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Analysis of Findings
Formalized Strategic Plan

Whereas formal planning is not required or does not guarantee small business
survival (Mintzberg, 1994; Quinn, 1980), and many small companies are successful in
lieu of a formalized strategic plan (Waddell, 1988), the successful small lausimesr
usually goes through this process. “Having timely, relevant informatioatjrmgethe
opportunity for reflection, focusing on a competitive edge, and putting meaning into a
budget are just as essential to a small business as they are for a largesb@g/addell,

p. 32). With that said, a formalized strategic planning system compels tasduiand
disciplined decision-making process. Ten (67%) participants indicatedh&oey written
plan, while 5 (33%) admitted that although they conduct planning, it is not written. They
just do not have time to “sit down and put the plan” in writing. While assessing the
success of small businesses was beyond the scope of this research studyearfrasc
the responses of the 5 participants who did not have a written strategic plantttiey fel
lack of it did not impede their vision or developing goals for the firm. Regardlesslthey
indicated that they think about their strategic plan on a daily basis. Thaneesis
comparable to research findings that suggest many small business owages eng
primarily in adaptive, quick-response, and day-to-day planning (Byers &,3@01,;
Schwenk & Shrader, 1993).

The main reason for having a written strategic plan is that it provides a guideline
for making strategic decisions about the direction for the firm and whattestiare the
best fit. One person agreed with Bryson’s (1998) assessment that sudoessfohve a
written plan and strategic planning gives a small business a stragage & direction.
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The participant further added that strategic planning makes “decision nsakiplgr.”

The literature review suggested that a well-written strategic géfines how the business
can survive and grow (Kaufman, 2000). While organizations articulate their business
plans in writing, Anderson and Atkins observed, “The other facets of strategy are not
easily articulated or written down” (2001, p. 311). A written strategic planges\a

vision for the future and details tasks to accomplish their goals. “Visioreatgre help
people to see how their work fits into the big picture, lending people a clear senss not |
that what they do matters, but also why” (Goleman, 2002, p. 57). The perspective from
several participants was that a written plan gives them direction, ‘itaaémap” and
prevents them from “going all over the place.” A written strategic plaraocenthe
prescription for, as one participant pointed out, “getting us where we want to be.”
Decision making is a lot simpler and challenges can easily be addregsedtrhtegic

plan is in writing.

Structure of formalized strategic plaBeveral of the strategic planning models
depicted in the literature review noted that strategic planning is alsgdcstrategic
thinking and acting process” (Bryson, 1988) that gives the small business a sense of
direction. Bryson added that it exemplifies the linkage of variables necéssafyieve
organizational goals and success. A common theme expressed by the parfigpants
this study was that a written strategic plan kept them focused and committedvision
of the firm. Going through the process brings consistency and a focused direction.

Barry suggested that strategic planning is a flexible and adaptive appooac
“envisioning the future and putting strategies into place to achieve a partision”

(1998, p. 34). Without exception, every small business owner in this study considered the
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strategic plan as a flexible device that they monitored regularly.€Buts from this

study determined the small business owners, in their own words, agreed thatdlgecstra
planning process is without end and is never completed. It is an ongoing phatess t
must constantly be monitored and updated to reflect changes in the environment.

Six (40%) participants expressed a sense of urgency in having an\ptéte
because they felt it was a vehicle that drove them to be focused and committed to the
vision for the firm. They explained the strategic plan must clearly defirf@ins
mission. The mission establishes the foundation on what type of organization itgs and i
the centerpiece for developing strategies and making decisions. Splgcifi¢al3%)
respondents affirmed that reviewing the mission statement is the fpsosdeveloping
their strategic plan, which ensures their vision and strategies align witalthes of the
firm. Their assertion is consistent with Barker and Smith’s model, whichresgali the
“inherent elements of strategic planning . . . mission statement, SWOT angbals,
and a hierarchy of plans to support these goals” (1997, p. 300).

Key components of strategic plaascan of the internal and external environment
is an important step of the strategic planning process. Eighty percent oftibpaats
agreed that conducting a SWOT analysis was the primary component inrtiteqist
plan. What’'s more, 9 (60%) owners stated their strategic plan included develogisg g
strategies, and specific action tasks on how to achieve those goals. Specifi@al %)
participants identified revenue goals, client goals, and staffing gsdtey and integral
components of their strategic plan. Similar to several strategic planniggjsnthe plan
should include careful analysis of the environment and formulation of stratggéds,
and specific activities to achieve the goals (Kotler & Murphy, 1981n&tei 979).
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A SWOT analysis is a framework for generating strategic altmes from a
situation analysis (Anderson & Atkins, 2001). It is instrumental in identifyinditmes
core competencies. According to Goho and Webb (2003), early models focused on
SWOT analysis methods. Then, the authors concluded, environmental scanning was
recognized as an essential activity to understanding the external dffiecesng
organizations. The participants in this study felt assessing the extermahement was
extraordinarily effective in helping them to understand conditions in the environment and
respond to changes more quickly. When a firm thoroughly understands the four aspects
of the situation analysis, it can better leverage its strengths, cosrecaknesses,
capitalize on opportunities, and deter potential threats (Barker & Smith, 1997).
Conducting Strategic Planning

The process and key activiti@here was a range of key activities and processes
that the small business owners in this study performed in conducting strategiagplanni
Consistent with Thompson et al.’s (2005) assertion that a SWOT assessmeatggrovi
information that is useful in matching internal resources with the conwgetiti
environment, the majority of the participants believed that the SWOT anabsiarw
essential activity to understanding their firm’s core competenciedditian to the
previous description, the SWOT assessment is a tool for identifying a cosipany
resource capabilities and deficiencies, its market opportunities, and ¢neatxihreats
(Thompson et al.).

The data revealed that small businesses felt after conducting a SWO3isanaly
they could develop strategies that would allow them to take advantage of thngjthstre
and opportunities. Hence, a SWOT analysis provides information that is useful in
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matching the resources and capabilities to the competitive environment. As sich, it
instrumental in strategy formulation. By understanding these four aggehtssituation,
a firm can better leverage its strengths, correct its weaknessealizapn
opportunities, and deter potential threats (Barker & Smith, 1997).

The study also discovered that 4 (27%) participants’ assignments of
responsibilities to the goals were key processes to their strategningaln addition to
developing goals, 2 (13%) responded that they regularly compare their tesults
benchmarks in the industry. Thus, as noted by 2 participants, benchmarking was a key
activity to compare them with the industry. In line with Kumpf's (2004) rationlaée, t
strategic planning process provides management and employees not only wittugaestr
plan for pursing the goals and objectives but gives them measurable miléstones
monitor the progress. Then, if needed, they would adjust their strategic plaressangc
to reflect changes in the internal or external environment.

Changes made to strategic plaknother interesting aspect that was revealed
from the interviews is the players involved in conducting the strategic plannirgsproc
Of the 9 (60%) participants who employed one or more persons, 6 (67%) insisted it was
important to include key personnel in the planning process. The number of staff involved
in the process over time changed for some of the participants. The responses varied i
that most of the firms with employees changed from primarily managemesiogment
to including more employees. Contrary to Barker and Smith’s (1997) model, which is
based on hierarchical planning, the respondents disclosed management was responsible
for developing the plan, evaluating of the process, and assigning responsilihity
action tasks, but with input from staff.
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However, one owner, who only required key management to participate in the
planning, suggested that in the future the firm may considered including allye®glo
which will give the firm greater input of ideas. Besides, according to otieipant, it is
believed that employees would embrace management decisions when they are involve
in the process. On the other hand, to include the entire organization is contrargeo Stei
(1979) and Barker and Smith (1997), who argued that rather than a collaborativefeffort
the entire organization, strategic planning is the responsibility of the owtagy or
executive.

In addition, several of the participants found it important to identify ways to
improve customer service. The findings revealed when conducting stratewicglahe
participants want to enhance customer relations. Three (20%) of the patsicipa
strategic planning sessions included spending time identifying ways to inqusteener
service. As one participant stated, “Happy clients result in repeat lajsivtash
increases our revenue. Therefore, we must continually find ways to maintain our
business, keep customers happy, and use word of mouth to increase business.” Hence, the
strategic plan includes revenue goals, determines staffing patterns)@ogas existing
product line or explores new ideas for product offerings. They also revealedarakxt
analysis of the environment assisted in identifying customer needs and enwvitainme
threats.

Frequency of reviewing strategic plaftsrguably, businesses operate in a dynamic
environment that must be constantly monitored. Similar to an element in Kumpf's (2004)
five-step strategic planning process that suggested that monitoring tieenempétion of
the strategic plan should be on a regular, periodic basis, the participaritis feisential
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to know what their competitors are doing and keep abreast of changes in the
environment. This was evident in how often the participants review their strptagic
Without exception, every person interviewed had some type of plan in place for
reviewing his or her strategic plan, whether it was structured or uns#dct

According to the participants, monitoring their strategic plan was ¢rarchwas
reviewed at various times, from daily, quarterly, or semiannual monitoringhanges
made, as appropriate. Five (33%) participants reviewed their stratagiquarterly, 2
(14%) reviewed their plan semiannually, 5 (33%) reviewed on a daily basis, and 3 (20%)
mentioned as often as necessary, which may be daily, weekly or “whenesedstto be
tweaked,” rationalized one business owner. Consistent with the findings of Selmmidtl
and Taylor (1996) in that regular monitoring of the strategic plan enhances the
organization’s adaptation to the external environment, the participants commented tha
this process created opportunities to stay “ahead of the curve.” Onéppattmoncluded
that the firm generated interest in exploring expansion of the business a$ afresul
information obtained through assessing the external environment.

The literature suggested that the key to success for all businesses is taescogni
identify, and interpret environmental changes in order to develop a systetaatfor
attaining company goals. This is primarily achieved through assebsiegvironment
on a regular basis. Arbnor and Bjerke (1997) reported that organizations and the
environment evolve together and data collected from environmental scanning allow the
firm to adapt this information from the environment to their strategic plan.&imithis
reasoning was in line with the results of this study, when 100% of the participants
claimed the use of strategic planning increased their awareness of dhgliseges and

136

www.manaraa.com



complexities that affect everyday living and their business stratddiesstrategic plan, a
“living document,” as described by several participants, should change oftes. It w
apparent from the interviews that the small business owners implemented cbahges t
strategic plan when needed and if the changes were a strategic fit fgaheil heir
rationale was that this was necessary in order to sustain a competitha@npoghe
industry.

Environmental assessmeBtrategic planning models established by Barker and
Smith (1997), Bryson (1988), Kotter (1996), Kumpf (2004), and Steiner (1979) outlined
that consistent, periodic monitoring and appropriate changes to the stratagio/pla
business direction, bring consistency to its operations, and keep a focused target. The
findings in this study revealed that because of environmental scanning atityiiug the
need of its clients, 12 (80%) of the participants saw the need to adjust and make changes
to their strategic plan. Still, while they did not have a formalized, writtategic plan
and were not planning to make changes in the near future, the remaining participants
agreed that analysis of the environment may warrant adjustments. Kotler gotayMur
(1981) provided details for each step, including environmental scanning and conducting a
SWOT analysis. After analysis of the environment and resources, goalldtion
requires creation of goals and objectives that are aligned with the firnsgpmis
Consistent with the strategic planning models, the majority of the pantisipgreed that
their strategic plan, as a “living document,” should be reviewed often and seflect
balance of consumer needs with the strategic fit of the firm.

After an organization decides to commit to strategic planning, Brysor88)19
model effectively links internal and external variables to formulateegiies to achieve

137

www.manaraa.com



organizational goals. Likewise, the assessment of past performance andraewital
analysis are the primary dimensions of Steiner’s (1979) model. Thisalese&ound this
to be true with the sample population, in that the majority performed a SWOT analysis
and focused on external assessment of the environment. Steiner hypothesized

The essence of strategic planning is the systemic identification of oppedunit

and threats that lie in the future, which in combination with the other relevant data

provide a basis for a company’s making better decisions to exploit the

opportunities and to avoid the threats. (p. 13)
The findings from this study revealed that the majority of the participartslad
specific tasks and elements that are consistent with the strategils mesleribed in the
literature review (Barker & Smith, 1997; Bryson, 1998; Kotler & Murphy, 1981 n8&tkgi
For example, 90% of the participants identified at least one of the followingeigmr
activities, in no particular order, that they incorporated in their strategioiptaprocess:
(a) developing a vision and strategy, (b) developing and clarifyinganissid values, (c)
determining goals and objectives to be achieved, (d) identifying the otagtacles or
constraints for achieving the goal, (e) developing new approaches actcbdsdor
overcoming and/or eliminating the obstacles, (f) preparing an actioropkctivities for
implementing these approaches, (g) monitoring the implementation of the plan on a
regular, periodic basis, (h) identifying and making changes in orgamiahtulture, (i)
description of the organization in the future, (j) careful analysis of the environfkent
review of internal resources, and (I) empowering employees as needed.

Most of the participants emphasized the importance of developing a vision,

analyzing the market environment, and exploring new approaches to guide the chan

efforts and strategies to effectively achieve the goals of thelfirthe words of one
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participant, “It [the strategic plan] is always changing; you changaibedactors that
you see that may have changed and you may have to alter your strategiestm orde
achieve your goal.” This comment is consistent with Kotter’s (1996) mantate:
direction of the organization is contingent on first establishing a sense of utgency
analyze the environment and the company’s market position.

Extent of using external experts and its valDely 4 (27%) of the participants
enlisted the help of a trusted outside expert to facilitate their strategicipl process.
The external experts were beneficial in bringing key personnel togetbesinstorm
ideas, help them identify the firm’s core competencies, develop stratadigeals that
matched their strengths with opportunities that existed, and was a fiheigitrategic
direction for the firm. Based on research findings, Robinson (1982) concluded that there
were significant benefits associated with the assistance of outsidersstratiegic
planning process. According to this study’s participants, the externatekpeught
objectivity and a different perspective, which helped the participants ses fssm a
different angle as they developed their strategic plan. The generahsossvas that the
external experts were accommodating to ensure that the strategic ptenswylemented
and regularly monitored.

Subsequent research on the impact of strategic planning (Bracker & Pearson,
1985) and outsider assistance (Chrisman, Hoy, & Robinson, 1987; Solomon & Weaver,
1983) supports Robinson’s (1982) findings that performance is enhanced when small
firms develop strategic plans with the help of external consultants. Although exploring
the impact of success and performance was beyond the scope of this study, 2 (13%)
participants specifically indicated their use of external experts haspasitave effect on
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their business. However, it is not clear from the findings in this study i&aaeship
exists between outside consultants and performance. The reason some of the raspondent
reported for not employing an external consultant is that the cost exceederténeepe
benefit.
Despite the added cost associated with hiring an external expert, thgpatsici
in this study commented that their services added value and substance dReeadé
the participants
| thought they [external experts] did an awesome job; they facilitatqat ticess,
took notes, provided us with what we had talked about, they called us on some of
our conflicts that we were having internally and what he could see in terms of the
way we were talking.
Borch and Arthur (1995) and Bracker and Pearson (1985) maintained that incogporatin
outsiders in the planning process can supplement management deficiencies. mpge findi
in this study revealed that the external experts offered a different perspsecd
effectively handled conflicts. The external experts facilitated @essvith management
and key employees who generated considerable discussions and ideas. As such, the
findings from this study revealed that most of the small business owners catiéabor
with key employees, brainstormed, developed goals and action plans to dohigoals,
and assigned responsibility to the goals.
Still, not all the participants in the study hired outside experts for thetiegica
planning process. Seven (47%) used external services for administrativeegoplys
such as accounting. It appears the majority of the participants used lesgrerds, if at

all, for administrative purposes. This was Chrisman and Leslie’s (1989) camghagio

noted that the major benefit of external assistance was more in admumstnadi
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operation. There was a sense, though, that external experts would be helpful to them in
directing the strategic planning process. However, it was not cost efféathire a
consultant. On the other hand, the participants who hired outside experts found their
services to be valuable, beneficial, and worth the money.

In fact, 2 (13%) participants stated the consultants brought objectivity, kept them
on task, challenged the firm, encouraged vision, and moved them away from having
“tunnel vision.” The findings were consistent with Fann and Smeltzer’s (1989)
conclusion that small business owners individually devoted more time and energy to
strategic planning when they have outside assistance. All 4 (27%) of thepatsavho
hired a consultant spent considerable time in the strategic planning prockes:ttent
of setting aside several days to conduct the process. Yet, for the 74% who did not use an
outside expert, it was not clear as to how effective the outsider would be or how they
would be used since the owners were generally pleased with the processrthey we
currently using. The research observed that they, too, spent considerable timeiwith the
strategic planning process and developing goals.

Arguably, due to management’s perceived inadequacies, many firms find it in
their best interest to hire outside consultants to assist in strategic plarather than do
the planning themselves (Borch & Arthur, 1995; Bracker & Pearson, 1985; Chrisman &
Leslie, 1989; Robinson, 1982; Sanford, 1982; Sexton & Van Auken, 1982; Still, 1974).
This was true for one of the participants, who commented that when the business was
first opened, overcoming the personal inadequacy of running a business was ae&halleng

Hence, it was helpful to hire someone to assist with developing the firntesgstralan.
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In the end, though, it was apparent that the majority of the participants wesedcand
committed to doing whatever it took to develop an effective strategic plan.
Challenges

The most important challenges identified by the participants in developing the
strategic plan were time constraints, external forces, and personal degetophe
findings concluded that the participants evaluated how the challenges affested t
“living document” and future direction, and made appropriate changes. Additionally, th
challenges affected how businesses interact with customers/clieneéq68%) of the
participants said their company grew and business was better as a résesgeof
challenges because they faced the challenges and identified ways tore/édrem and
convert them into opportunities. “By overcoming challenges you get betdet@apany
and individually.” The general consensus of the participants was that they adapted to t
challenges by first recognizing a challenge existed, then analyzingohmestt confront
and deal with the challenge. In the end, the participants knew decisions had to be made,
which is why they regularly monitor their strategic plan and externe¢$oiThey
concluded that if you embrace change then it no longer becomes a challenge but
something that is new and needs to be implemented.

Environmental challenge$he company’s understanding of both its internal and
external environment is one of the most important factors taken into consideration in
organizational studies before an effective strategic plan can be implem&ragdn(-
Correa & Cordon-Pozo, 2005). While there is extensive literature available on how
environmental uncertainty affects decision making in larger firms, it &as minimally
explored in small firms (Aldrich, 1979; Jauch & Kraft, 1986; Matthews & Scott, 1995).
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According to Lindsay and Rue (1980), perceived environmental uncertainty greatly
influences strategic planning in large firms.

There is little empirical evidence on the impact of uncertainty on planning in
small firms (Matthews & Scott, 1995). The findings from this study suggested
environmental uncertainty impacts small businesses because it allowsitlfesges to
try to distinguish themselves from the competition and make investments in their ow
firms. For instance, with the volatile economy and not knowing how the consumers
would balance their product needs with a distressed economy (especiallytittipgras
who identified their products/services as luxury items), the participahtbdel
uncertainty helped them to be more creative and increase their markéinsg &fet,
regardless of firm size, the perception of environmental uncertainty is impiortant
decision making and the development of strategy.

External forcesThe external forces identified were the competitive environment,
economy, and regulatory laws. The competitive environment was a significdehgleal
faced by 11 (73%) of those interviewed. They were concerned with dealing witheshang
in their industry, not becoming complacent, identifying innovative and unique products,
and having the resources available to implement those changes. The competitive
challenge was keeping on top of what competitors were doing. Several authors have
contended that environmental pressures increase the need for strategic flanausep
the uncertainty is an opportunity for gathering information (Ansoff, 1991; Cohen, 2001;
Swamidass & Newell, 1987). According to Miller and Cardinal (1994), fiamm{
constant changes in their environment would rely on strategic planning to get them
through the unpredictability and pressures of environmental conditions. The economy
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and regulatory laws were two more challenges facing the small business.olirey
cited a volatile economy, rising costs of doing business, regulatory chaagestuld
increase their costs, and tight budget constraints of consumers.

Three (20%) of the participants indicted that since their product is considered a
luxury item, they are faced with the challenge that customers may limiigaas of their
products in depressed economic situations. “I realize what | do is a luxury itemagnd m
become unimportant to some people,” commented one participant. The participadts state
it can be difficult to plan around these challenges, yet it is imperativénthat
strategically develop plans to compensate for leaner times. It was €¢heal)
assertion that strategic planning and nonstrategic decision making vparetech by
conditions in the external business environment. Hence, this supports the participants’
concern that since their product is a luxury item, consumers’ habits may bedtpgc
the economy, thus affecting the participants’ products.

Time challenge<Clearly, running a small business has in itself day-to-day
operational challenges. Added to this, according to the participants, igfithei time to
effectively conduct strategic planning, keeping abreast of the competitadaquately
preparing oneself to understand the challenges of small business ownershimaBatrke
al. (2002) implied that in order to be competitive companies must embracengballey
consistently setting aside time to keep themselves aware of environniamgés and
emerging trends. Repeatedly throughout the interviews, participants tiated “
constraints” as a primary challenge in developing and implementing &tegstrplan.

The universal agreement was that the daily obligations in running a business often
interfered with the strategic planning process and affected continual nmugidbthe
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competitive environment. Nine (60%) of the participants indicated time constaaiain
issue. McLaughlin and Perman (1991) suggested that the effective use of tim@aein im
the level of success for small businesses and that outside assistance ctiaglgffe
balance a firm’s time constraints. Although the literature review stegydsat outside
experts would be valuable in minimizing the demands on time, only 2 (13%) of the 15
participants mentioned that the use of an external expert to assist with tiestragegic
planning development may mitigate the time constraint problem. The position of one
participant was “because we really have seen the value of it [extepsatlethe cost is

still there but not much of a challenge.”

Although the majority of the respondents were heavily involved in the planning
process, a greater challenge was finding time to devote their ef@tsare their
strategic plan was most effective. One participant said, “I think aboutratggt plan
daily, I just don’t have the time to sit down and put it to paper.” This response igrsimil
to research findings that suggest many small business owners engagiypnma
adaptive, quick-response, and day-to-day planning (Byers & Slack , 2001; Schwenk &
Shrader, 1993). A written plan, however, as opposed to mental preparation, is of value in
keeping a focused view of the organization.

A well-designed strategic plan can go far toward meeting the chadlamge
struggles normally unique to small businesses. Many authors, such as Bryson (1988),
Chrisman and Leslie (1989), and McQuaig (2006), have supported the importance of
strategic planning and its potential benefits, while also acknowledging sbthe

limitations of strategic planning. The participants agreed the sicgiksgi is important,
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yet they acknowledged time constraints prevent them from truly developitgpthef
strategic plan they envision.

Organizational cultureAnother challenge identified from the data analysis was
dealing with the organizational culture and getting people to shift theioivdynking.
For this study, some of the business owners with employees indicated thatudtyliffic
they faced was getting employees to buy into the strategic plan astafetisnges to
the plan. For example, one person stated it is “complicated to get people to think
differently.” Implementing the strategic plan can be difficult if enypks are not
appropriately notified or made aware of changes to the strategic plan. Wa€88)
argued that a culture grounded in strategy-supportive values, practices, andraéhavi
norms adds significantly to the power and effectiveness of a compantégitra
execution effort.

Furthermore, several participants emphasized that challenges tottdhtfe
organizational culture resulted in positive changes to both the organization and
themselves. The participants suggested that by facing the challeregpsnéd them to
act upon them, make necessary changes, and deliberately evaluate ifesLigiges fit
the strategic plan of the firm. For instance, one participant describedteositubere an
employee offered an idea for the firm to implement. The employee did a loeafchs
and thought it would be great for the organization. After reviewing the suggette
owner concluded it did not fit the firm’s strategic plan. The owner stated tHeraeal
was recognizing when some opportunities are not a strategic fit for thezatyamiand

convincing employees of that fact. This assessment is consistent with AdBaab)
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assertion that confusion from strategic planning results from a lack of undemngtémeli
process and how to incorporate changes that are appreciated

In this case, it was disappointing to the employee, but the participant insisted the
value of a strategic plan came into being because if one believe in one’s plan and
“follow[s] it, you are going to have these opportunities to challenge that plan.” The
participant went on to explain that in the past it would have been difficult to decline the
employee’s great idea, despite the fact it may not have been good for thEhawalue
of strategic planning is enhanced when it clearly defines the specifichidable goals
that are shared within the organization (Cohen, 2001). In other words, the owner said
turning down that proposal was easy because “it did not fit our strategic plas;at wa
great idea but not for us.” In fact, this participant concluded, and the consetisother
participants who utilized outside experts was, that the strategic plan is ealu#ik
type of situation and the money spent on it really was not much of a challehg&s“T
why | know it works.” Additionally, one owner stated that the firm is strongerusecaf
the challenges, the employees are energized, and business has grown. Accdrding to t
participants, the strategic plan works when you are able to recognize thaty &ts the
strategic direction of the firm.
Best Practices

The purpose in exploring what best practices have small businesses in north and
northwest Omaha identified or developed was to determine what worked well for the
businesses and how it impacted their business. Dyason and Kaye (1995) stated that the

long-term failure of companies is not a conceptual failure, but is attributed eckhefl
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finding better ways to do business. The researcher wanted to understand if smaigusi
owners actively sought better ways to do business.

In general, achieving business excellence is accomplished through strategic
planning by developing a range of activities demonstrating best praatiddsusiness
intelligence to predict today and plan for the future (Briggs & Keogh, 1999gBatd et
al., 1998; Peters & Waterman, 1982; Wiseman, 1995). All of the participants identified at
least two best practices that they considered valuable and have benefitbddimeiss.

SWOT analysis and involvement of key employldessmost mentioned practice
from 9 (60%) of the participants was a deliberate and methodical analyserahternal
and external environments, identifying their strengths, weaknesses, opportanities
threats, and matching their strengths to opportunities. The SWOT assessaided e
firms to develop strategies that match their strengths with opportunitiesimdtrssry. It
is a tool for identifying a company’s resource capabilities and dedi@s, its market
opportunities, and the external threats (Thompson et al., 2005).

It provides information gathered from key employees that is useful in matching
the resources and capabilities to the competitive environment. In facirkggyees in
the strategic planning process was a best practice cited by 4 (2#8é)perticipants.
Several participants agreed that key employees should be involved in the process, which
is consistent with Byers and Slack’s (2001) argument. The findings revealélethat
participants supported the involvement of key personnel and/or all the employees in t
strategic planning process. Subsequently, significant strategies walegyedto

diminish the negative culture challenges that affected implementing theggtnalan.
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Use of external expert$hree (75%) of the four businesses that utilized external
experts thought that this was one of their best practice because the benefiésehad
from the outside experts was greater than the cost incurred. The valuemBlbases
employing external experts has been studied, yet there are few ehgputtas on the
effectiveness of outside assistance in strategic management fobema#sses (Borch
& Arthur, 1995; Goho & Webb, 2003; Robinson, 1982). Since there are few empirical
studies on the importance of outsider assistance (Robinson), and recent studies have
indicated that external expertise is effective in helping small businesg#sring how
external expertise have been used as a best practice in the strategroggbaocess is
gaining attention. Although not utilized by most (73%) of the participants, the
information that emerged from this study is the external expert seanedseneficial and
those employing them found the cost worth the benefits received.

Strategic planning and other best practickeentifying practices and activities to
improve customer service was another best practice noted by sevecabgatsi Other
practices mentioned were adhering to the basic tenets of business operation,
benchmarking, and having their “living document” in writing. Surprisingly, 4 (27%)
participants mentioned making every effort to adhere to their strat@agicrpbrder to be
efficient as their best practice. They explained that “time constan a challenge and
if they did not intentionally make the effort, other obligations would interfere thege
time, and the strategic planning process probably would take a secondary status. The
literature review suggested that of the array of activities for impieatien, strategic
planning is “the most significant activity engaged in by managers” i@darr1996, p.

46). Cohen (2001) agreed that conducting strategic planning is a valuable managerial
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activity. As well, Robinson and Pearce noted the success of small businesses islepende
“on the quality of strategic decisions made by the principals in such busing€s3@4, p.
136). In fact, Steiner suggested that strategic planning has beconteiCatay
interwoven into the entire fabric of management” (as cited in Phillips & Appdah-
1998, p. 2). Consistent with the literature, 7 (46%) insisted that the development and
implementation of their strategic plan was considered their best prantegdition, they
mentioned it is essential to regularly monitor the strategic plan.

Briggs and Keogh (1999) suggested that best practices and business excellence
are accomplished based on the individual fit of the firm and its specific daalsrding
to some participants in this study, using good software, daily readingioébsis
literature, and developing an annual marketing plan in order to keep better track of
monthly revenue goals were activities that worked well for them. In adddtber best
practices mentioned were to include the entire organization in the strategimpgla
process in order to gain greater input and ideas, regular use of the Internetftp ident
possible product/service ideas, and having great organizational skills. Thgaatsic
also identified flexibility in developing and implementing strategic planropgnness
and flexibility in working with clients, and being a member of professional azgaons
for professional and personal development as single ideas on what works best for their
firm. In terms of organizational skills, one respondent stated that worked bestédéca
entailed follow-through, keeping the firm on task, and sticking to the plan.

Impact of best practice3he small business owners explained that their best
practices kept them focused and reinforced an entrepreneurial mindset. Tingsfindi
revealed that the impact of these best practices was increased busimasgermt growth,
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excellent reputation, better customer service, retention of clients, andeanwoil that
demonstrated to their employees management’'s commitment to strategimpgland
vision for the firm. The impact of the best practices, in the words of one partjaggpant
“my ability to change and adapt to the type of things we have been talking about. | think
it has helped me be more successful.” Bracker and Pearson (1985) and Cohen (2001)
concluded from several studies that planning practices are advantageous toltfiesmsmal
when they address the firms objectives and are substantive. Thus, these best aacti
helpful in carrying out the firm’s goals and objectives. The general thexa¢he best
practices were a driving force in making the firm better and achieviisgmargrowth.
Furthermore, several participants mentioned the biggest impact was gemglirection
and focus. Another participant indicated the best practices have resulted iteconsis
growth and retention.

It was clear during the interviews that the general consensus of thepaats in
this study is to offer the best products and services, and customer servicereThey a
intentional in keeping abreast of the competitive environment and continuous
improvement. Thus, it was not surprising to hear one of the participants identify
benchmarking against the industry as a best practice in assessing éggcgptahning
process. A best practice approach that has proven beneficial in guiding esslresthe
strategic planning process is benchmarking (Jennings & Westfall, 1992jplénmanted
effectively, benchmarking can be viewed as a catalyst for continuous improverdent a
enhancement of the strategic planning process.

Finally, one person pointed out that the development of a stronger marketing plan
would allow them access to a larger clientele.
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Best practices to be developddthough none of the participants indicated
displeasure with the best practices they implemented, when asked “Whatdotise
would you like to develop and what benefit would it provide for your company?” the
most common response (5 participants) was devoting more time and energy to the
strategic planning process because of the value and opportunities that et ilmhe
implementing the strategic plan. The literature review suggested that dehavior and
attitude drive the decision to participate in strategic management (D&|Blaane,

2003). Thus, the owner must make time and devote energy to the strategic planning
process. Although small businesses typically operate with limited Esyuhey have a
lot of energy (Nerone, 1997).

A future plan of 2 (13%) participants is to eventually hire an external expey. T
mentioned hiring an outside expert is cost-prohibitive at this time, but this would be a
future best practice. The findings revealed that although these particdpams use an
outside expert, they perceived the same value and benefit as was cited bydipapizst
who use external experts: The external experts provide a different pesaect
objectivity. Similarly, studies by Sexton and Van Auken (1982) and Robinson (1982)
suggested that external expertise is most helpful for small businegsesgage their
services in providing an expertise that the small business owner may lack.

Another best practice for future consideration is a training program foogaes
or clients. The 2 (13%) participants who mentioned the training program stizelglve
additional training will provide personal growth for their staff, which would lead to
increased productivity. “The best practice | would like to implement is migiior my
employees to become more assertive in the sale of certain products.’ (D&
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emphasized that training and education are essential elements to planning and
preparation.

Advice to small business owner$e last interview question was “What advice
would you give to small business owners on conducting strategic planning”? The
overwhelming response (87%) was that strategic planning is essential anthintgbe
participants support it and strongly encourage small business owners to develop a
strategic plan. In the words of one of the participants, “I believe one ofadbens
businesses fail is because they don’t have a strategic plan.” Similarigtdpher (1998)
and Kristiansen (2004) implied the reason that small businesses fail is due faltive
to employ strategic planning. In support of the strategic planning proces&/% (
participants pointed out that it offers an opportunity to learn more about the busidess a
industry, which is nothing more than gaining “knowledge, knowledge, and more
knowledge.” Most of them agreed that the plan should be in writing, even from one of the
participants whose plan is not in writing. Kaufman (2000) agreed and went on to say that
a well-written strategic plan defines how the business can survive andHpaever,
although a strategic plan should be in writing, one participant’s mandate was to be
flexible and quickly make adjustments as needed. Thus, as suggested by 2 (13%)
respondents, the strategic plan, in essence, is a “draft,” meaning it ihewging and
without end. Several participants described the strategic plan as a “liviagheot and
the organization’s “lifeblood,” indicating the seriousness of such a tool.

Reiterating the need to monitor the plan, 7 (47%) respondents in this study
emphasized that once the plan is developed, it should be monitored regularly. As such,
Dean and Sharfman (1996) suggested that the failure of small businesses tebffecti
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develop and monitor strategic plans may have severe implications that affect the
business’s success. Several participants urged small business ownerely astess
the external environment and conduct a SWOT analysis. They suggested this activity
which keeps the owner aware of the business’s internal competencies andl éatees
(i.e., competitors, economics, regularly, etc.), is necessary to be successful

Other advice given was to never become complacent; take a “hands-on’lkole; ta
to others who have gone through the process; and included suggestions on the operations
of their business such as “have adequate funding in your bank accounting.” One
participant insisted that small business owners “do your homework, understand your

audience, review your strategic plan and make changes as necessary.”

Summary

The findings of this study were analyzed from the data collected and aetul
the richness revealed from the 15 participants who shared their experience onyhow the
conducted strategic planning, their challenges, and best practices. Altheughjority
of empirical studies on strategic planning have focused on big businesses, wcholarl
contributions addressing small business planning is growing. This qualitgio re
addressed the gap from prior research studies that explored the role ofcspiataging
in small businesses and the extent to which they utilize a strategic plaas. dtetermined
that strategic planning, whether structured or unstructured, is consideredraralesse
management tool for these small businesses owners.

Based on the literature review (Brews & Hunt, 1999; Cohen, 2001; Hopkins &
Hopkins, 1997; Matthews & Scott, 1995; Porter, 1996), in order to generate a competitive
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advantage the process of strategic planning must distinguish innovationd erite

the organization and those imposed by external forces. Additionally, seveeathess
(Aldrich, 1979; Bourgeois, 1980; Hambrick, 1982; Matthews & Scott) recognized the key
to effective strategic planning is management finding a focused balame=het
environmental scanning, their perception of the environment, and their internal
assessment. The findings in this study suggested when the small business owner
conducted a SWOT analysis it illustrated the link for small business to match thei
strengths with opportunities while minimizing their weaknesses.

Prior research studies have found the use of external intervention in the strategic
planning process contributes to the success and growth of a business. Typgally, th
studies suggested external intervention keeps firms more focused on thécstrateg
planning process. In some cases, if strategic planning is effectivelyasisethanagement
tool, incorporating outsiders in the planning process can supplement management
deficiencies. Nevertheless, in this research study, it was apparent basednalysis of
the data, at least 13 (87%) of the participants practiced a focused direction and
commitment to the organization, regardless of external assistance. Hpiveses not
clear from this study whether the external influences had an impact onistpdéeaging.
However, there is sufficient evidence to further research the role ohakteterventions
in strategic planning for small businesses. The use of external experégldrags one of
the problems identified in the literature review: that failure to condudegtcgplanning
is a contributing factor in the collapse of small businesses.

Finally, the results from this study provided insight that strategic planning
affected the small business owners’ decision-making process. Some of the owner
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suggested that decisions on staffing, product development, and market penetnaion we
made as a result of their strategic planning efforts. Although the literegview

indicated the decisions of small business owners appeared to be primarilyeadapt
(Mintzberg, 1973) and made in quick response to changing conditions rather than
strategic plans for the future direction of the business, the responses frontitnegods

in this study contradicted this assessment. Conversely, the main reason mest of th
participants mentioned for having a strategic plan was it operated a@senoef

document and kept them focused on what was best for the organization. As a matter of
fact, the universal response was that changes to their strategic ptamaas only after
careful assessment of the environment and evaluating if the suggestedwasge
strategic fit for the organization. The research participants concluded, alweisy

homework and knowing one’s audience will make strategic planning a littleesimpl

Limitations
The following were limitations to this research project:

1. The data collected were from a small sample size; thus, generatyzasbili
problematic to other organizations and industries.

2. The research study focused on small businesses in north and northwest
Omaha, thus, general conclusions cannot be derived for all small
businesses.

3. One of the perceived drawbacks to qualitative research is the concern of

external generalizability to other situations (Patton, 2001). However, as
argued by Denzin (1988) and Creswell (1998), because of the intrinsic
value of rich, personal experiences shared in this phenomenological
research project, and that the primary purpose was to describe and clarify
reality from the perspective of those who have lived them, generalizability
was not a goal of this study.
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Another limitation was that the standard description of a small business, as
defined by the SBA (2005) and the U.S. Office of Advocacy (2006),

ranges up to 500 employees. This study was limited to businesses with
fewer than 20 employees.

Conclusions

Scholarly research that investigates the impact of strategic ptpancidentifies

specific components for conducting strategic planning for small business ceribrie

warranted. For this reason, Borch and Arthur (1995) proposed that in-depth studies be

conducted that explore both the array and diversity of strategic activites a

implementation. The purpose of this study was to conduct a qualitative research on how

small businesses conduct strategic planning and gain an understanding to thadgollowi

research questions:

1.

To what extent do small businesses in north and northwest Omaha have a
formalized strategic plan?

How do small businesses in north and northwest Omaha conduct strategic
planning?

What challenges do small businesses in north and northwest Omaha face
in the strategic planning process?

What best practices have small businesses in north and northwest Omaha
identified and/or developed?

Based on the findings from this research study, the following conclusiors wer

drawn:

Small business owners in north and northwest Omaha are motivated by a
passion to be successful, independent, and capture a dream that presents
an opportunity for a challenging and meaningful work environment.
Hence, regardless of the challenges or best practices, the partiapants
this study saw the value in having a strategic plan, which they referred to
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as a” living document.” Their passion for being in business drove them to
be committed to the strategic planning process.

Although much of the strategic planning research has focused on big
businesses, the strategic planning process for small businessesastsimil
large firms. Appropriately, research found that larger firms regularly
practice strategic planning (Chrisman & Leslie, 1989; Van Kirk &

Noonan, 1982; Walsh, 2005). Yet, in this study 67% of the small business
owners practiced formalized strategic planning, that is, have arwritte

plan.

Small businesses in north and northwest Omaha not only believe strategic
planning is essential but it should be formalized and written because it is
an opportunity to develop and implement goals. Consistent with research
by Bryson (1998) and Kaufman (2000), the participants agreed that a
written strategic plan is valuable in keeping a focused sense of direction
and commitment to the firm.

The findings revealed a primary reason for having a written strategic pla

is to provide a guideline in making strategic decisions about the direction
for the firm and what activities are best. Furthermore, the findings
concluded that the strategic plan and best practices give the organization a
sense of direction and focus.

The participants regularly assess the external environment, monitor their
strategic plan, and make changes as needed.

Conducting a SWOT analysis is the primary component to their strategic
plan, which lends credibility and substance to developing appropriate
strategies for the firm. The findings revealed that 80% of the participants
perform internal and external analysis of the environment and adapt to
challenges, and 100% of them regularly monitor their strategic plan.

The participants agreed there is utility in the strategic planning praocess i
terms of decision making.

Participants who utilized external experts found them to be beneficial in
facilitating the strategic planning process and bringing objectinidyea
different perspective in helping to develop and implement the plan.
However, it was not clear from this study if external assistance has an
impact on strategic planning. Nonetheless, there is sufficient evidence to
warrant further research in the role of external interventions in strategic
planning for small businesses.
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10.

11.

The primary challenges to developing and implementing the strategic plan
are time constraints and the competitive environment. The general
consensus of the participants was that they adapted to the challenges by
first recognizing a challenge existed, analyzing how to best confront and
deal with the challenge, then implementing appropriate changes.

The best practices cited by participants are developing a strategic plan,
conducting a SWOT analysis, organization, identifying activities to
improve customer relations, and hiring external consultants.

Clearly, the strongest advice given for other small business ownets was
develop a strategic plan, monitor it regularly, and conduct a SWOT
analysis. All of these activities, according to the participants, help the
owner gain knowledge and be successful in their business.

Recommendations for Future Research

This study is important because little research has been conducted on the role,

challenges, and best practices of small businesses. Specifically, hadtindssed these

issues with small business owners in north and northwest Omaha. The following are

recommendations for further research to understand the process of spkegicg in

small businesses:

1.

This study focused on businesses in north and northwest Omaha,
Nebraska. It is suggested to replicate the design with businesses in other
geographic areas of Omaha or cities of similar size. Strategic planning
leads to stronger growth and success for small businesses.

The small business owner’s strategic planning process is in line with big
business. Scholarly research could explore strategic planning with both
large and small businesses, comparing and contrasting the data.

Future research should explore the relationship between utilizing strategic
planning and the success of small businesses. Are companies successful
because of their use of strategic planning or did their success motivate
them to employ formal business planning techniques (McQuaig, 2006)?
The results of a study conducted by Chrisman and Leslie (1989) suggested
that further research is needed to determine the exact nature of the
relationships among strategic planning, outsider assistance, and small
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business performance. Does the sophistication of strategic planning
enhance the firm’s chances of survival and success? The literature review
suggested that a linkage exists between these variables; however, it was
beyond the scope of this study.

According to the participants in this study who utilized external experts,
the quality of decision making improved and the consultants ensured that
strategic plans are implemented and monitored on a regular basis, as
suggested by Ogunmokun, Shaw, and Fitzroy (1999). What is the
influence of external experts on strategic planning efforts? Do they
improve the quality of decision making and impact the effectiveness of the
strategic planning process? Research to determine the benefit of lexterna
experts would be beneficial.

The participants in this study identified several best practices and strateg
planning techniques. Further empirical studies would contribute to the
creation of knowledge in the role of strategic planning by small businesses
by probing deeper into the nature of strategic planning techniques
practiced. It may be useful to understand further the impact of techniques
and practices employed by small businesses in their strategic planning
process.

The results of this study hold both practical and theoretical value. From a
practical perspective, the relationship found between planning and
performance was not clear, since this was not the purpose of the study.
However, research could advance the knowledge that effectiveness can be
enhanced by comprehensively engaging in the basic operational and
strategic planning activities. On the other hand, from a theoretical
perspective, Brews and Hunt (1999) maintained the importance of
strategic planning is primarily linked to experience acquired through a
wide range of managerial decision making. This study found the
participants perceived the array of best practices was useful to their
organization. Further empirical studies could investigate and substantiate
these findings.

Useful information could be obtained that explores the linkage between
strategic planning and growth. Strategic planning literature has sugjgeste
that small firms that devise more formalized and sophisticated strategic
plans typically adopt a wider variety of alternative strategies than
nonformal planners, and that this increased attention may be associated
with increased growth (Lyles et al., 1993). Further studies could gain an
understanding if a linkage exists.

This research study found the participants perceived the use of external
intervention in the strategic planning process contributed to their success
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10.

and growth. However, it was not clear that the external influence had an
impact on the small business’s success. However, there is sufficient
evidence to further research the role of external interventions in strategi
planning for small businesses and if they contribute to success and growth.

Although demographic evidence was collected regarding length of time in
business, ethnicity, age, and gender, exploring how this data impacted the
strategic planning process was beyond the scope of this study. It would be
helpful to know if demographic information such as women-owned
businesses, Black-owned business, and so forth, influences the strategic
planning process.

A study conducted by Hancyk (2004) identified personality variables of
the CEO as possibly being dominant factors that influenced strategic
planning behavior. However, the data were insufficient to allow analysis
of causal relationship. Further empirical studies could investigate the
interrelationships of the strategic planner’s personality, strategioipta
behavior, and the kinds of strategies formulated.
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APPENDIX A. FINAL INTERVIEW GUIDE

Demographic Questions

1.

2.

8.

9.

How long have you been in business?
What is your highest level of education?

What is the current form of your business ownership?sple proprietorship,
corporation, partnership, efe.

Why did you start your business?
What type of business do you own?
What is your gender?

What is your ethnicity/race?

What is your age?

How many people do you employ?

Interview Questions

10.Do you have a formalized, written strategic plan?

11.What is your reason for having (not having) a formalized, written strateagi€ pl

12.What are the key components of your strategic plan?

13.Describe the process and key activities you use to conduct strategic plianning

your business?

14.How frequently, if at all, do you review and make changes to your straiegie

15.What are some of the changes you have made to your strategic plan and why?

16.To what extent, if at all, do you use external/outside experts in your strategic

planning process?

17.What added value, if any, have you found from the use of these external/outside

experts?
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18.To what extent are your strategic planning efforts impacted by external
influences? Specifically, describe these influences and how they haveeathpact
your strategic planning efforts.

19.What are the challenges you have facedevelopingyour strategic plan?

20.What impact have these challenges had on your business?

21.What are the challenges you have facediplementingyour strategic plan?

22.What impact have these challenges had on your business?

23.What are the best practices you use in your strategic planning process?

24.What impact have these best practices had on your business?

25.What best practice(s) would you like to develop and what benefit would it provide
for your company?

26.What advice would you give to a small businesses owner on conducting strategic
planning?
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APPENDIX B. SUBJECT MATTER EXPERT PANEL

The panel consists of two individuals who are proficient in strategic planning
creation, have knowledge of small business design and/or skilled in the interview guide
development. They will provide content analysis of the interview questions. Thetsubje
matter experts are:

Mark Bonkiewicz

Author: "Why Leave $100,000 on the Table?"

President, Dynamic Consulting, Inc.

11129 "Z" Street

Omaha, NE 68137

Mr. Bonkiewicz, President, has over 30 years experience in strategic planning and
business development. The vision of Dynamic Consulting, Inc. is to deliver world class
planning and implementation strategies to maximize client teamwork ants pidfe
company specializes in

1. Strategic plan creation and implementation

2. Executive Coaching

3. Business Development Enhancement

4. Marketing Services

H. Lynn Bradman, Ph.D

Metropolitan Community College

Center for Learning Effectiveness, Assessment, and Research (CLEAR)

Omaha, NE

Ms. Bradman has over 15 years experience in curriculum and assessment
development. The Center for Learning Effectiveness, Assessment, and Resevides

support to enhance learning initiatives. She provides guidance to the College ayd facult

in establishing outcomes assessment, continuous improvement for best practices in
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teaching and learning, and curriculum development. Her responsibilities include

development of faculty and program evaluation instruments.
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APPENDIX C. PILOT STUDY INTERVIEW QUESTIONS

Demographic Questions
1. How long have you been in business?
2. What is your highest level of education?

3. What is the current form of your business ownership? (i.e. sole proprietorship,
corporation, partnership, etc.)?

4. Why did you start your business?
5. What type of business do you own?
6. What is your gender?
7. What is your ethnicity/race?
8. What is your age?
9. How many people do you employ?
Interview Questions
10.Do you have a formalized, written strategic plan?
11.What is your reason for having (not having) a formalized, written strateggi@ pl
12.What are the key components of your strategic plan?

13.Describe the process and key activities you use to conduct strategic plianning
your business?

14.How frequently, if at all, do you review and make changes to your strategie
15.What are some of the changes you have made to your strategic plan and why?

16.What strategic planning models, if any, have you incorporated into your &trateg
planning process (e.g., SWOT analysis, Bryson, etc.)?

17.To what extent, if at all, do you use external/outside experts in your strategic
planning process?
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18.What added value, if any, have you found from the use of these external/outside
experts?

19.To what extent are your strategic planning efforts impacted by external
influences? Specifically, describe these influences and how they haveathpact
your strategic planning efforts.

20.What are the challenges you have facedewelopingyour strategic plan?

21.How have these challenges changed over time and what impact have they had on
your business?

22.What are the challenges you have facedhiplementingyour strategic plan?

23.How have these challenges changed over time and what impact have they had on
your business?

24.What are the best practices you use in your Strategic planning process?
25.What impact have these best practices had on your business?

26.What best practice(s) would you like to develop and what benefit would it provide
for your company?

27.What advice would you give to a small businesses owner on conducting strategic
planning?

183

www.manaraa.com





