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Can Academia Truly Help
Small-Business Owners?

Overall, Small-Business owners, professors and
leaders offer candid and surprising answers.

business schools
are not doing
the job in
teaching
managers of
small firms
how to take
sensible risks,
create valuable
products,
motivate
people,
and satisfy
customers.

We need less theory
and more real skills

David S. Krause is part-owner of several small
businesses. He is also a financial consultant
for large and small manufacturing companies.

Here's how an academic could help me: he
or she could come to my factory at 6 a.m. and
give me an honest day's worth of work on the
shop floor!

Don't get me wrong, I'm not against em-
ployee training and education. In fact, I
believe that American managers need to spend
more time with all of the employees in their
organization in learning situations. However,
I do not believe that the modern corporate
managment theories taught by business
school faculty apply as well to small firms as
they do to large corporations. Additionally, I
believe that professors overall do not possess
enough real world experience to fully grasp
what small-business owners need to under-
stand.

Academia fails at training managers in the
skills that they really need to succeed in
today's tough global environment. For
instance, business schools still do not require
their students to take a foreign language. In
addition, little is done to educate students
about how to communicate effectively with
employees and customers. Understanding the
mathematics of portfolio theory will not help
small business managers make decisions about
how to price their products. Studying the
most recent "management by ..." theory will
not assist the small-business owncr who is
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facing fierce foreign competition. Overall,
business schools are not doing the job in
teaching managers of small firms how to take
sensible risks, create valuable products,
motivate people, and satisfy customers. They
are not teaching us how to hit curve balls.

I believe that academia exists for two
reasons. First and foremost, professors must
publish or perish. In other words, they must
generate a significant amount of published
scholarship that supposedly enhances our
understanding of how business works. (Inci-
dentally, I personally believe that it's a shame
that trees were felled in order to print most of
those scholarly articles.) Second, business
schools exist to teach people about being
managers. But is academia equipped or
motivated to provide the type of education
and training needed to help American small
business compete in the global 1990 econ-
omy?

Robert Samuelson recently wrote in
Newsweek that "business schools are expen-
sive employment agencies" for Fortune 500
firms. Via their competitive entrance require-
ments and structured management programs,
academia pumps out round pegs which can
be easily fit into the round holes required by
the General Electrics and IBMs of this world.
These huge bureaucracies require individuals
who can easily be transferred from one
division to another. It's absurd to think that
business school can teach individuals how to
think independently, when they themselves
are part of some of the most poorly run
bureaucracies in the world. Some of the
business schools I've seen could compete with
Eastern Europe in ability to sustain ineffi-
ciency.

Engineering, medicine, law, and the
sciences arc professions that require students
to understand a core body of knowledge be-
fore graduation. Managing people (both



inside and outside the firm), on the other
hand, is a skill which cannot be taught in the
classroom. While the mechanical tools used
in accounting, finance, and marketing can be
studied and later applied by students, leader-
ship cannot be taught! Because no two
businesses are alike, the skills and decision-
making instincts for one may be entirely ill-
suited for another.

The idea that a business professor can help
a small-business owner without ever visiting
the firm and understanding the specifics of the
business is insulting. We don't want easy
answers or textbook solutions that some
omnipotent academic likes to put on chalk-
boards. Superficial understanding and rapid
implementation of corporate management
theory by the small-business manager may be
very harmful to the firm's long-term health.
Look at the many businesses who tried to
diversify into other lines in the 1970s and
1980s, and found out the hard way that they
should have stuck to what they did the best
despite what modern portfolio theory was
suggesting.

American business is in for a global fight.
The low fruit has already been picked, and it
is going to take intelligent, creative managers
to harvest the remainder. Let's get serious. If
academia is interested in helping today's
small-business owners survive and succeed in
the 1990s, they are going to have to get out to
the businesses and roll up their sleeves. Issues
like quality improvement and productivity
must be addressed on the factory floor with
the workers one-on-one rather than in the
cozy confines of the ivory tower. Communi-
cation skills and an understanding of our
foreign markets are important contributions
that our professors can make. Les -. effort by
academia in developing irrelevant theories and
more emphasis on honing the real skills that
small-business managers need will make our
country better off.

Academia must first
overcome many barriers

John Sloan, Jr. is the president and chief execu-
tive officer of the National Federation of Inde-
pendent Business, the largest small-business or-
ganization in the United States.

Academia can play a role in the development
of small business, but colleges and universities
must first overcome many barriers before their
efforts can succeed fully.

To learn what shortcomings are prevalent
among fledgling business owners and what
kinds of help they need, it is instructive to
examine the thousands of businesses that suc-
ceed or fail each year. It is equally important
for policymakers in the university community
to know where the typical business owner turns
for help and why.

A study conducted by the NFIB Foundation
and American Express surveyed more than
3,000 start-up firms over a three-year period.
The study found that 19 percent of the firms
failed during the three years. While insufficient
capital was one of the main reasons for the
failures, I believe a critical factor in the failure
of young business is poor management. Many
new business owners do not even comprehend
the dynamics of the balance sheet.

A university whose faculty clearly under-
stands the causes of business failures, or the
areas in which business owners need help, can
offer needed, practical assistance. Such assis-
tance should in no way be perceived as a viola-
tion of the premise of the university. Institu-
tions of learning are expected to provide practi-
cal information as well as theoretical perspec-
tives. Such practical information as a part of
the curriculum for students in engineering,
chemistry and education, for example. Why
should business education be confined to the
theoretical?

However, as the university reaches out to
help small businesses, it is under no obligation
to make special provisions to accommodate
small-business owners, any more than it is
under an obligation to provide special treat-
ment to any other group.

In fact, these people do not need or want
coddling. The NFIB-American Express study
found the new-business owners surveyed to be
better educated than those of similar age in the
general population. They were much less likely

Academia
can play a
role in the
debelopment of
small business,
but colleges
and universities
must first
overcome many
barriers before
their efforts can
succeed fully.
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Therefore, if
the premise of
universities is
to provide pure
theory and no
specifics, damn
the premise.

to leave school prior to high school graduation
and much more likely to have attended
college. Three of five took coursework in
business subjects such as management, mar-
keting, or finance.

Furthermore, eduLation among the group
did not end when they left school. Despite the
rigorous schedules of typical business owners
(60-70 hours per week), 61 percent continued
education or training after starting the busi-
ness.

Clearly, there is a demand among small-
business owners for ongoing education. How-
ever, most of them do not consider the univer-
sity the first place to seek that schooling. A
study conducted by NFIB in the mid-1980s
found that small-business owners ranked
college or university business teachers last on a
list of five potential sources of management
advice, in terms of trusting the advice to be
helpful. Retired business owners ranked first,
private management consultants second, trade
association staff third and the Small Business
Administration fourth. This ranking suggests
that academia faces a major marketing prob-
lem if it intends to reach out to small-business
owners who could use its help.

One of the most successful university pro-
grams I have observed is that offered by Small
Business Institutes. The program involves
college professors and teams of students who
provide consulting services to a firm at nomi-
nal cost. This program has at least two
distinct advantages: First, it brings trouble-
shooting to the business with a problem, and
second, it immerses students in the realities of
running a small firm.

These institutes reach out to the community,
to the small-business owner. This is in
contrast to many university seminars and
other programs which require the business
owner to come to them. As mentioned above,
business owners are busy people. They know
they need ongoing training, and may get it.
But those who don't probably do not because
they are reluctant to commit valuable time to
unknown "ivory tower" academicians.

The problem can be solved through a simple
marketing concept: introduce the product to
the customer in a familiar environment. In
this case, faculty members should spend time
in the same parts of the community as business
owners. By joining civic clubs and business
organizations, academics can rub elbows with
business owners in a common, comfortable
setting, discussing common interests and
getting to know one another. The person with
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the need for help meets and begins to trust
the person who can offer assistance, smooth-
ing the path academia must travel while
helping small-business owners.

Business and academia must form a
dynamic alliance

Robert W. Jagemann is the C.E.O. of Jage-
mann Stamping Company, a tbird generation,
nzetal stamping firm that has won an interna-
tional award for quality.

Universities play a vital role in the growth
of small business. For universities to continue
to be beneficial to small business, both sectors
must cooperate and accept the responsibility
of training a competitive work force for the
future.

The traditional premise of a university has
been to provide higher education in a general
sense, to provide theory, not hands-on experi-
ence. In Wisconsin, we know this philosophy
is of great benefit io business and industry
because it has given us a competitive advan-
tage in the marketplace. That advantage is a
high-quality work force. Certainly, our work
force reflects the quality of our educational
system.

Employees who have been through the
University of Wisconsin system know how to
think and how to learn. This benefit is not
job specific, but it is of immeasurable value to
small-business owners.

Being open to new knowledge is natural in
an academic environment; it is indispensable
in the business world. New technologies are
introduced every day. Employees must be
capable of assimilating new ideas and new
techniques when they begin their careers.

However, since many small companies
have limited resources for training, college
graduates must enter the work force with not
only general knowledge, but also with specific
skills necessary for their first jobs. Business
owners should be able to expect that recent
graduates can begin their jobs without
extensive on-the-job training.

Therefore, if the premise of universities is
to provide pure theory and no specifics, damn
the premise. More specific knowledge is
essential if we are to maintain our competi-
tive edge in a global market. It is the obliga-



tion of a orate university system to provide
that knowledge.

Industry and academia must interface to
meet global challenges. Neither can afford
to close their doors to new ideas. There
must be mechanisms in place to take infor-
mation from business and industry, and
integrate that information into the educa-
tional system. Universities must keep
current; they must keep their programs in
touch with the real world. Industry, on the
other hand, must be ready to integrate ab-
stract theory into their concrete practices.

Mechanisms such as the Small Business
Development Center are ideal for such inter-
face. It is in such an environment that ideas
from academia can be coupled with those
from the manufacturing and service sectors
of our economy, as well as ideas from
technical colleges.

To meet the challenges of today's global
economy, academic course offerings must
evolve to include practical experience, much
as is done in the fields of engineering and
medicine. To achieve this, business owners
must adopt a hands-on policy in regard to
education. Business owners can and must
influence what is researched, what is taught,
and even how knowledge is conveyed in
university-level business curricula.

It is also the responsibility of business
owners to use the services provided by the
university system. Businesses must be as dy-
namic as we want universities to be. It is the
obligation of business owners to educate
their current work force to meet today's
global challenges.

Universities can help business owners
make this happen. Along with teaching
potential employees how to learn, universi-
ties can help by training businesses to teach.
On-the-job training will most certainly be
enhanced if the trainers are better prepared.
Universities can provide expertise on the
"how to's" of developing training programs,
from lesson plans to evaluation.

In addition, business owners must be open
to new theories, which may be conveyed best
in traditional university settings. Business
owners must also be ready with feedback.
They are in the best possible position to
provide universities with the practical ex-
amples they need to illustrate abstract theo-
ries. Those practical examples will help
tailor theories to meet today's needs.

Academia is vitally important to small-
business owners, but academia cannot stand

alone. It is only through a dynamic alliance of
academia and industry that we will be prepared
to meet the global challenges of coming dec-
ades.

Small-business owners and academics
are not blood brothers

Robert E. Bernier is the president of the Asso-
ciation of Small Business Development Centers.
Appointed state director of the Nebraska Small
Business Development Center in 1979, he is the
longest-serving active SBDC director.

Each year, small-business owners go to
colleges and universities for advice and assis-
tance. They go by the thousands. They believe
they have been helped, and they advise other
small-business owners to go also. Yet, strains
exist. Strains exist because small-business
owners and academics both question the value
of the relationship.

Small-business owners struggle in what they
like to believe is a cold and cruel world a
world that rewards only exceptional men and
women. Men and women of grit. Men and
women of wit. A world foreign to the "ivory
tower" of academe, to the safety of tenure, to
the abstraction of management theory.

Inherent in this view of academe is an element
of fear. Many small-business owners have not
attended college. Even those who have, remem-
ber professors as being the ones who gra,.;e.
What if they should embarrass themselves with
a lack of knowledge even of their own indus-
try or market? Inherent too is a low regard for
some of the university's graduates, whom the
small-business owners now employ.

Professors struggle in what they like to
believe is a cold and cruel world a world that
rewards only exceptional men and women.
Men and women of intelligence. Men and
women of diligence. A world foreign to the
"street wise" interplay of small business, to the
control of capital, to the negotiation of the deal.

Inherent in this view of small business is an
element of fear. Many professors have never
risked a dollar. Even those who have, now hold
a steady job (or, in some cases, have retreated to
one). Inherent too is an unwillingness to risk
their careers.

Counseling small businesses is a risk for
professors because:

They consider, or believe others consider,
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Strains exist
because
small-business
owners and
academics both
question the
value of the
relationship.
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Sometimes
we fail.

small-business management to be a less pres-
tigious field of study than other business dis-
ciplines.
They regard case study research to be anec-
dotal evidence and, therefore, less reliable
than statistical evidence.
They find no career benefit in helping their
university fulfill its public service mission.
The fears are real. Small-business owners do

not have the time to read the latest research.
They can be easily intimidated. Small-business
professors face tenure and promotion commit-
tees who equate the size of a business with its
complexity, who believe the level of assets
commanded by a manager is a rough approxi-
mation of the manager's competence; and who
pray only at the altar of statistical analysis.

Given these views, it is difficult to see how
the small-business owner can be embraced, can
be helped.

Yet, thousands are helped. They are helped
because many small-business owners and some
professors have found a middle ground. The
occupiers of this ground are Small Business
Development Centers (SBDCs) and similar
programs.

The SBDC offers a professional, welcoming,
non-academic, non-threatening environment
for the entrepreneur. The SBDC is an interface
and a buffer. The great many clients seeking
counsel, whether for new or existing busi-
nesses, find capable assistance delivered by
full-time and part-time SBDC staff. Even
though they are not academics, the staff is
educated and dedicated. And, they perform
the essential academic function teaching.
(Even in SBDCs sponsored by state economic
development agencies, the essential function is
instruction.)

Because they operate within an academic en-
vironment, SBDC counselors become familiar
with the rich variety of resources in the acad-
emy. They are a bridge that links the bright,
energetic entrepreneur with the bright, ener-
getic professor. And often, with this help, the
entrepreneur and the professor find a rapport.

The entrepreneur is helped, and so is the
professor. Through the interchange, the aca-
demician finds knowledge, finds that anecdotal
evidence (while anecdotal) is still evidence,
finds a human face in business decisions.

In these universities, relationships with
small-business owners arc valued. In respond-
ing to the intelligence, talent and thirst for
knowledge among the best entrepreneurs,
academics find that the public service mission
isn't such a burden after all. "There are few
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earthly things," John Masefield said, "more
beautiful than a university." It is a beauty
affirmed when it is shared.

Academia can help many
but not all entrepreneurs

Jerome A. Katz is an assistant professor of
Management and Decision Sciences at St.
Louis University, where he is the associate
director of the Jefferson Smurfit Center for En-
trepreneurial Studies. He is also the director of
research for the St. Louis Small Business De-
velopment Center.

Academia can and does help small
business tremendously. The Small Business In-
stitutes, Small Business Development Centers
and noncredit training programs offered by
academics help hundreds of thousands of firms
each year. Evaluations show that the majority
of small business owners are happy with the
help these academia-based efforts provide.

As a professor who has worked with many
small-business owners, I know that we can
help many but not all entrepreneurs.
Sometimes we fail. In my experience, there are
three barriers to a successful working relation-
ship.

Client-counselor mismatches create the first
barrier. Problems occur when clients expect
academic counselors to provide the same sort
of service that private-sector consultants
provide. Academic counselors teach clients
how to solve their problems; private-sector
consultants actually solve the problem. lf, for
example, you hire an accountant to consult on
your record keeping system, you would expect
to give the accountant your books, invoices
and receipts. You would expect the account-
ant to give you back an orderly, usable balance
sheet.

lf, on the other hand, you hire an entrepre-
neurship academic for strategic plan develop-
ment, you would expect that the academic
would show you how to work up lists of
personal and organizational goals, stakehold-
ers and opportunities for strategic advantage.
You, the business owner, would do most of the
real work.

Academic counselors work best when the
owners want to learn how to solve the prob-
lem themselves. Private-sector consultants
work best when owners don't have the time,



experience or inclination to do a particular
job.

The second type of barrier, is created by an
anti-generalist bias. Many small-business
owners are skeptical about whether an aca-
demic who has a general knowledge of busi-
ness can help them in their specific busi-
nesses.

For example, a rod manufacturer who was
having labor problems asked me to come
over and help him out. I wasn't able to help
him, however, because I wasn't able to an-
swer one question to his satisfaction. The
question was, "What makes you think you
know enough about my business to tell me
what to do?"

The manufacturer has spent ten hours a
day, five days a week for the last 15 years at
the plant. Of course he's the expert on his
plant and industry. No one, including his
son (the planned successor) knew as much as
he did. But yet, he did not have the answer.

Academics don't have all the answers
either. But they do know what decades of re-
search indicates is the best way to perform
basic business functions. Most academics are
also knowledgeable about a handful of
industries and specialized techniques. And
many entrepreneurship academics have
owned or managed a small business them-
selves.

The third barrier to successful working re-
lationships is the fact that many entrepre-
neurs do not know of the existence of all of
the sources of help that are available. Many
universities do not aggressively market their
programs, and many entrepreneurs do not
aggressively look for assistance. As a result,
there are a lot of small-business owners who
do not get the assistance that they need.

If small-business owners were aware of
what SBDCs, the SBA, local libraries, local
colleges, chambers of commerce, and state
governments had to offer, the owners would
be more likely to find programs that suited
them.

To return now to the original question, I
would like to say that academics do help
small-business owners. We're not reaching
all of the owners who want or need our assis-
tance, but as the understanding and apprecia-
tion of our services grows, I believe that we
will be able to serve more small-business
owners more successfully.

Applied Research is the Solution

Donald F. Kuratko, the author of two entrepre-
neurship textbooks, is a professor at Ball State
University. He grew up working in his family's
business.

"Improving the small business owner's
competitive edge" is how the Small Business
Forum describes its mission. Shouldn't this goal
be adopted by all academics who attempt to
extend their research to small-business owners?
Research can help small-business owners im-
prove their competitive edge when the research-
ers explain the applications and implications of
their findings.

There are a number of active and successful
programs that work directly with small busi-
nesses, such as the Small Business Development
Centers and the Small Business Institute, where
professors lend their particular expertise as
consultants. However, the world of academia
does not recognize this activity as "mainstream"
in the promotion and tenure process. It is merely
labeled "service" and it is considered extra to a
professor's main obligations of teaching and
research. Even though many professors realize
that this consulting activity actually enhances
their teaching and research, there still remains a
considerable lack of recognition. Therefore, I
propose that we look at how one of a professor's
mainstream activities, research, can help small-
business owners.

The eighties prod:iced an explosion of aca-
demic interest in researching the entrepreneurial
movement. Venture capital, start-up activities,
expansion and growth of firms, family busi-
nesses, ethics, international expansion, and even
corporate entrepreneurship are just some of the
topics that appear in the literature today. Yet,
are the researchers speaking clearly to the entre-
preneurs and do the entrepreneurs pay attention?
For years this debate has gone on with the
general perception being that each entity ignores
the other. This must change!

Professors of entrepreneurship and other
related business fields have a great deal to offer
by sharing their research with entrepreneurs. If
research and insights could be expressed clearly
to small-business owners and emerging entrepre-
neurs, then a great deal of experience, research,
and knowledge could be networked among those
interested in improving the competitive edge.
The key words here are: experience, research,
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In fact, the
traditional role
of universities
has never been
more important
to small
businesses.

knowledge, networking, and competitive edge.
There is no individual who would argue
against these key words as important factors in
the success of any entrepreneur. The problem
rests in the manner by which we attempt to
communicate and generate these factors.
Academic journals tend to share research
results with fellow academicians. This is valu-
able in the advancement of research for the
whole discipline of entrepreneurship. How-
ever, the research results and implications need
to be brought out to the practitioners for ap-
plication.

However, as Dr. Lane Tracy of Ohio Uni-
versity stated in a 1987 editorial for the Mid-
American Journal of Business, "The practi-
tioner audience is quite sophisticated and not
easily satisfied. In some ways it is more
difficult to write for this audience than for the
typical academic journals. (For one thing, you
have to make yourself understood.) Granted,
some trade journals publish articles at a low
level, but those that uphold high standards of
quality should be respected. Articles published
in them should count as professional publica-
tions. How can a professional school support
research but deny the value of communicating
it to those who might make use of it?" From
this statement it becomes apparent that applied
research is and should be the solution.

The eighties brought forth more journals
dedicated to applied research than ever before.
These journals seek to transmit research and
knowledge to the small-business owner for
application. In order for these journals to
continue to be effective, there needs to be a
willingness by professors to interpret, rewrite,
and clarify academic research into viable,
readable information that small-business
owners can apply. That is the secret to applied
research and to the continued effectiveness of
practitioner-focused journals.

If professors can truly speak to small-
business owners, their research, expertise, and
knowledge can be transferred to the entrepre-
neur. Academics can help the small-business
owner through one of their mainstream activi-
ties research. Thus, professors give their
best to help entrepreneurs achieve their best,
and the small-business owner's competitive
edge can be improved.
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Education is of unprecedented impor-
tance

efee.64

Susan S. Engeleiter is Administrator of the U.S.
Small Business Administration, a federal
agency created in 1953 to assist, counsel and
champion the millions of small businesses in
the United States.

Is it appropriate and realistic to expect our
nation's colleges and universities to help small-
business owners?

Absolutely.
The University of Wisconsin, my alma

mater, has a hundred-year tradition of meeting
educational needs called the "Wisconsin Idea."
Central to the Wisconsin Idea is the notion
that the borders of the university are the
borders of the state.

In other words, university faculty and re-
sources engage not only in research and the
education of young adults, but also in helping
the state and its people solve practical prob-
lems.

That same idea is applied nationwide by uni-
versities and community colleges that partici-
pate in two important programs of the U.S.
Small Business Administration.

The SBA sponsors 56 Small Business Devel-
opment Centers (SBDCs) around the country.
In Fiscal Year 1989, S'BDCs provided nearly 3
million hours of counseling and training for
small businesses. Forty-two of these SBDCs
are based at universities, and five are based in
community colleges, and nine are in state gov-
ernments.

Another SBA partnership program, Small
Business Institutes (SBIs), is entirely university-
based. At SBIs, senior- and graduate-level stu-
dents, under faculty direction, provide man-
agement studies for small businesses. SBIs pro-
vided 246,000 hours of counseling in Fiscal
Year 1989.

These special programs in which institu-
tions of higher education help adult entrepre-
neurs are extremely important. But so is
the more traditional work of colleges and uni-
versities namely research and teaching
young adults who haven't yet begun their ca-
reers.

In fact, the traditional role of universities
has never been more important to small
businesses. New knowledge and technologies
developed by university researchers will be in-
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valuable to entrepreneurs and to
America's ability to remain competitive
worldwide. Technology transfer is a vital
part of the responsibilities assigned by law to
Small Business Development Centers.

There are several reasons that the educ--
tion of tomorrow's workers is of unprece-
dented importance.

First, the workplace is becoming increas-
ingly sophisticated. Pressures to increase
America's workplace productivity will result
in more computerization and high-technology
production by firms of all sizes.

Second, most new workers two of every
three have their first jobs in small busi-
nesses. If they have not been properly pre-
pared, small businesses will suffer.

Third, the labor force is shrinking. The
Census Bureau predicts that the number of
people in the 20-29 age bracket will shrink
from 41 million in 1980 to 34 million by the
year 2000.

The competition for the best of these
young workers will become increasingly
fierce in the years ahead. If significant
numbers of young workers are poorly edu-
cated, small businesses won't have the luxury
of turning them aside.

Even today, it costs U.S. businesses some
$25 billion dollars to provide remedial
training to workers whose skills are insuffi-
cient. Without a great improvement in

education, those costs will grow in the future
and small businesses will bear the brunt.

Small businesses are the backbone of the
American economy. They need and our na-
tional economy demands workers who are
well-educated not only in basic skills, but also in
creativity and decision-making, in the use of
modern workplace technology, and in basic
knowledge of the new global economy.

Universities must help assure quality educa-
tion not only on their own campuses, but also in
the primary and secondary school systems.

Commenting on the role of the higher educa-
tion community recently, William Kinnison,
president of Wittenberg University, wrote, "The
higher education institutions that sit at the top
of the educational system have serious responsi-
bilities for providing educational leadership. If
we set no standards for those who come to us
from high school, we are undermining the entire
system."

Can academia help small business owners?
Absolutely. Indeed, small businesses at the
heart of our nation's economic prosperity will
have great difficulty surviving without that
help.

Editor's Note: Readers are encouraged to
respond in letters to the editor.
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