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Abstract:

Research in both Australia and overseas, has shown the major economic importance of small
businesses to employment creation and economic growth. However in spite of their importance,
small business remains difficult to define. Nonetheless, one of the unique features or
characteristics of small businesses is the simplicity of their management structure. Typically, the
small business is directly managed by owners who make nearly all the important decisions and
most often oversee their execution as well (Perry et al, 1988, p.74). However, like any business, a
small business requires specific management skills which need to be acquired to lay the foundation
for a viable business. The high rate of small business failures attests to the need for such skills.

Recent management literature however, has gone one step further and linked performance not just
with having the right skills, but also with having the right knowledge and the right attitude for the
job. Together, the sum of these are known as "competencies". Thus, previous studies have
established a link between competency in specific management skills, known as management
competencies, attitudinal, behavioural and knowledge competencies and the performance of small
businesses (Small Business Review, 1990-91, p.xvii)

However, little is known about the factors that may contribute to the relationship between the
management, attitudinal, behavioural and knowledge competencies of small business
owner/managers and the performance of their small businesses (Small Business Review, p.xvii).
As a result, there is debate over what type of competencies, if any, are the most useful and
relevant.

Research into the causes of both small business bankruptcies and small business growth has meant
research into small businesses has focused on identifying the specific management competencies
and external factors that seem to be related to performance in small business. This is also the
focus of this study. Specifically, this study seeks to identify whether or not there is some
relationship between the small business owner/manager, specific management, behavioural /
attitudinal and experiential / educational competencies and the performance of the small business.

In this study, a list of competencies was developed from past research. A sample population from
the retail trade sector was surveyed to ascertain whether or not there is a relationship between
specific management competencies and attitudinal, behavioural and knowledge competencies, the
small business owner/manager and the performance of their small business. Self-assessment was
used to measure these competencies. The attributes of the small business itself were also
examined and measured by self-assessment, to ascertain their relationship, if any, to the
performance of the small business.

In line with past research, the survey results highlighted the fact that small business
owner-managers who possessed specific management, behavioural and attitudinal competencies
such as an entrepreneurial attitude, previous industry or related business experience and effective
management skills, as compared to other local business competitors, had a significant impact on
the performance of their small business. It was concluded that such competencies allowed those



owner-managers to scan the operating environment of their small business, select opportunities,
formulate & put into action strategies that took advantage of opportunities (Chandler & Hanks,
1994, p.79).

The alternative proxy variable used to measure performance quantitatively with respect to sales
growth over the three years to 1994, unfortunately showed no significant relationship with any
independent variable. This meant it was difficult to quantify the difference such competencies have
on performance. Nonetheless, responses to this question showed that average growth over the
period was on par with the industry average published by the Australian Bureau of Statistics and
comparable figures published by independent, private bodies such as the Financial Management
Research Centre and Pracdev Key Indicator Reports.

The study had several limitations, the most important of which was the small sample size relative
to the population from which it was drawn. However, the homogenous nature of the industry and
the findings of qualitative research undertaken enhanced confidence in the study's results. The
latter research drew similar conclusions to the quantitative analysis undertaken but also
highlighted the importance of the nature of the newsagency industry with respect to its impact on
industry performance and thus the performance of small businesses operating within it.
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