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ABSTRACT 

This dissertation researches on the most basic issue of small business: how to manage 

small business successfully and what are critical factors for small business success 

through analysing reasons of small business failures and surveying the successful 

Chinese entrepreneurs in Darwin. Through analysing the reasons of small business 

failures, the author found that the owners/managers' incompetence, inexperience of 

management and lack of skills in management was the most important basic cause of 

failures though there were so many surface causes of business failures. Through 

surveying the 33 successful Chinese entrepreneurs in Darwin, the author found that 

they perceived good management, marketing factors, personal quality, and prior 

business experience as critical factors for small business success. The paper set up 

what are important to small business success through two approach: the descriptive 

approach-characteristics of a successful entrepreneur and the prescription approach-

characteristics of a successful enterprise. The paper found that the innovation spirit 

and ability was an important ingredient of successful enterpreneurship and that strong 

competitive ability in management, ready to change and higher on scales reflecting 

need for achievement, independence, and effectiveness of their leadership were the 

typical characteristics of successful entrepreneurs. The paper also found that the 

existence of business opportunity, management ability and applying modern 

management methods were prerequisites for success in business and that the planning, 

managing growth and flexibility were very important factors for successful 

management of small business. 
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The paper also looked into the importance of small business to Australian economy 

and NT economy and analysed the nature of small business and small businesses' 

competitive advantages and disadvantages in economical scales and Australian 

marketing places. Small business is acknowledged as a vital and significant sector of 

Australian economy. Small business performance is recognised world-wide to be key 

to general national economic goals. The significance of researches on small business 

issues is manifest and will prove helpful to improve the performance of small business 

and Australian economy. 

NU1HERN TLkitflURY UNiSiiY UBUARY 



CONTENTS 

Acknowledgments 1 

Abstract 2 

List of Tables 6 

List of Figures 7 

Introduction 8 

Research objective and methodology 10 

Literature review 11 

Part I. Importance of Small Business and Chinese Business in Darwin 15 

Chapter 1. Significance of small business in the Australian Economy 15 

Chapter 2. Small Business in Northern Territory 22 

Chapter 3. Chinese Business In Darwin 26 

Part II. The Nature of A small Business 32 

Chapter 4 Characteristics of Small Business 32 

Chapter 5. Small Businesses' Competitive Advantage and Disadvantage 38 

Part IlL Critical Factors to Successful Business 47 

Chapter 6.Reasons of small Business Failure 47 

Chapter 7.A Survey of Chinese Business in Darwin: 

Perception of Critical Success factors for Small Business 61 

Chapter 8. The Nature of Entrepreneurship and Small Business 71 

Chapter 9. Factors to Successful Small Business 76 

4 



Conclusion 

Appendix 1 The questionare of the critical factors to small bisiness success 86 

Bibliography and References 88 



LIST OF TABLES 

Table 1.1 The Small Firm Sector in Australia: Number of Enterprises 

by Industry and Employment Size 1993-1994 20 

Table 1.2 Persons Employed in Small Enterprises by Industry: 1993-1994 21 

Table 3-1 Distribution of Chinese Population in Northern Territory 

by Birthplace 29 

Table 4-1 Differences between managing Small and Large firms 36 

Table 5-1 The Contributions of Technological Change and Scale to 

Total Factor Productivity in Australian Manufacturing Industry: 

1954-55 to 198 1-82 41 

Table 5-2 Contribution of Small Firms in the Clothing Industry, Australia: 

1994-1995 44 

Table 6-1 Percentage Distribution of Business Failures By Size of Liability, 

US, 1992 48 

Table 6-2 Retail Failure Rates, Us, 1992 49 

Table 6-3 Business Bankruptcies, Australia 51 

Table 6-4 Age of Business Failure, US, 1992 52 

Table 6-5 Causes of Failure In 1992, US 56 

Table 6-6 Causes of Business Bankruptcies, Australia 58 

Table 6-7 Reasons for Small Business Failures 60 

Table 7-1 Profile of Sample of Chinese Business In Darwin 64 

Table 7-2 Critical Success Factors 67 



LIST OF FIGURES 

Fig. 2-1 NT Small Business as a Proportion of all Businesses 22 

Fig 2-2 Number of Employees in Small Businesses by Industry 24 

Fig. 6-1 Rate of Business Failure, 1920-1976, in US 50 

Fig. 6-2 Business Bankruptcies, Australia 51 



INTRODUCTION 

In recant years the importance of the small-and medium-sized enterprise(SME) sector 

in economic development has been well recognised in the whole world. In developed 

countries, large firms often cut employees in the process of restructuring, it is the SME 

sector which generates more employment so that the employment share increases. In 

developing countries, the importance of SMES was emphasised not only for creating 

jobs, but also for their particular role in industrial restructuring. The small- and 

medium sized enterprises(SMES) support an efficient operation of large firms, namely, 

as producers of parts, components and other SME oriented products, which can be 

manufactured by SMEs more efficiently than manufactured due to the nature of the 

manufacturing process. 

During the process of Chinese economic reform, the progress and achievements of the 

village/town-ship enterprises(VTEs) are very noticeable. The vigorous development of 

VTEs has played very important roles in China's economic growth, which has 

stabilised China rural-society, made rural economy prosper, increased farmer's income, 

accelerated the process of agricultural modernization, employed hundreds of millions 

of labour force, promoted the growth of whole national economy. 

The purpose of the dissertation is a preparation and primary stage research for 

management student to do further research on small business issues or China's VTEs 

issues when author is back to China. The choice of the dissertation topic attribute to 



the interesting phenomenon that so many Chinses in Darwin run business by themseif 

when author arrived here. First question appearing in author's mind were why they do 

small business, how they do the business and whether I can do business after my 

graduation. It is true that some Chinese businessmen here are so successful and very 

rich, but some of Chinse in Darwin also told me their failures and tragical story- losing 

even whole life saving. Why are some people so successful and some people failed? 

What are the real reasons for the failure of small business? What are the critical factors 

for small business success? The purpose of this dissertation is to answer these 

questions through literature review and survey of successful entrepreneurs in Darwin 

and prove helpful to the people who are going to do business and who have been in 

business and the people who do the research on small business issues and management 

education. 

This dissertation includes a review of related literature, research objective and 

methodology, three parts and 9 chapters as well as a conclusion. Part I including 3 

chapters will discuss the significance of small business to Australian economy , North 

Territory's economy and Chinese in Darwin. Part II including 2 chapters will discuss 

the nature of small business in two aspects: one is the characteristics of small business 

and the other is small businesses' competence advantage and dis-advantage in the 

Australian and North Territory's economy, geography and market place. Part III 

including 4 chapters is core of this paper and will discuss the critical factors for 

successful small business through analysing the reasons of small business failures and a 

survey of successful Chinese entrepreneurs in Darwin. Chapter 6 analyses the causes 

of failure and bankruptcies of small businesses and attributes the incompetence and 



inexperience of management as well as lack of management skills as a most important 

cause of failure and bankruptcies of small businesses. Chapter 7 is the perception of 

33 Chinese entrepreneurs on critical factors for successful small business in Darwin, 

most of whom ran restaurants and grocery supermarkets. Chapter 8 will discuss the 

relationship between the entrepreneurship and small business success, that is, the 

characteristics of successful entrepreneurs. Chapter 9 will discuss the critical factors 

for a successful enterprise. The conclusion part will conclude the findings of this 

paper. 

RESEARCH OBJECTIVE AND METHODOLOGY 

A wealth of literature in recent ten years has focused on what makes an entrepreneur 

or enterprise successful. This body of research, in Ghosh's(1993) view(l), can be 

categorised into two broad approaches-descriptive and prescriptive. The descriptive 

approach seeks to describe the characteristics or attributes that a successful 

entrepreneur will presumably possess. The prescriptive approach seeks a to prescribe 

the factors that contribute to a successful enterprise. Both can be either a conceptual 

model or an empirical model, though it is conceivable that prescriptive models will use 

empirical studies as supporting evidence more frequently than the descriptive ones. 

The objective of this paper is , however, to study how to manage small business 

successfully and the factors that contribute to the success of small business and to 

elaborate on both of the models. In order to set up the characteristics of a successful 

entrepreneur and a set of factors critically for small business success , the research will 

look into such issues as the characteristics of small businesses and their competition 

advantage and disadvantage, the reasons of the failure and bankruptcies of small 
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business , the perception of successful Chinese entrepreneurs in Darwin on critical 

factors for small business success. 

The methodological approach comprised the following: a) a review of literature; b) 

theory analysis of characteristics and competition advantages and disadvantages of 

small business as well as looking into the reasons of failure and bankruptcies of small 

business; (c) developing a questionnaire and sending or approaching in person to 

conduct a practical survey of the perception of successful Chinese entrepreneurs in 

Darwin; and (d) building up how to manage small business successfully. 

LITERATURE REVIEW 

The literature related to the success and failure of entrepreneurs or enterprises 

somewhat falls broadly into two categories. Namely the descriptive and prescriptive 

approaches. 

THE DESCRIPTIVE APPROACH: 

CHARA CTERIS TICS OF A SUCCESSFUL ENTREPRENEUR 

This approach seeks to describe the characteristics or attributes that a successful 

entrepreneur should possess. An entrepreneur has been variously defined in the 

literature: as an innovator[2]; as a risk-taker[3]; and as an opportunity-maximiser[4]. 

According to Holt(1992), An entrepreneur as an incubator of novel ideas who was 

distinguished from the run- of -mill small business person: such an "idea" person added 

value to the economic activity in much more meaningful ways[5]. Gibb(1982) et al [6] 

viewed entrepreneurship as a social process; Kets de Vries (1977) maintained that 
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entrepreneurship was a product of childhood experiences[7]; Brockhaus (1980) 

viewed an entrepreneur as one who had high need for achievement[8]; while 

Rotter(1966) associated an entrepreneur as one with an internal locus of control[9]. 

For an entrepreneur to be successful, Graham(1992) believed that he or she must 

possess five basic skills such as he ability to develop original ideas, the ability to 

persuade others, and so on[10]. According to Plotkin(1990), successful small-business 

owners possessed an intelligent mind that is creative and inquisitive, kept abreast of 

technological developments and were able to put them to productive use; they also 

possessed abundant energy, drive and assertive ability[11}. 

A study by Hal(1988) showed that five personality characteristics were found to be 

necessary for an individual to succeed in a self-owned business which were drive, 

thinking ability, human relations ability, communication ability and technical 

knowledge[12]. Sexton (1985) described an entrepreneur as one who was tolerant of 

ambiguity, preferred autonomy, was aloof, enjoyed risk-taking, resisted conformity and 

adapted readily to change[13]. 

THE PRESCRIPTIVE APPROACH: 

CHARA CTERIS TICS OF A SUCCESSFUL ENTERPRISE 

This approach seeks to prescribe the factors that contribute to the success of an 

enterprise. According to Duncan(1991), a key ingredient for business success is the 

skills of an entrepreneur who can identify a market niche and develop a venture for 

that niche[14]. Mccormack (1989) agreed that one of the most important factors to a 
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successful business was a commitment to quality, which to him was the only absolute 

competitive edge[15]. Profile-building Strategies for Business Owners (1989) 

identified that the success and failure of a small enterprise depended on the owner's 

personal qualities and the way the business was managed[16]. A successful business 

owner must know how to get and manage the business, be dollar-conscious, follow a 

good credit policy, have flexibility and have financial intelligence. Mraz(1989) stated 

that throughout planning was vital to starting a successful business; finding customers, 

vendors, employees and financial resources should be thought out in advance. 

Entrepreneurs should link up with venture capitalists who could find new 

businesses[17]. Ibrahim et al (1986) indicated that personality attributes, managerial 

skills, interpersonal skills and environmental characteristics were perceived to be 

success factors in small businesses[18]. 

Haswell et al (1989) attributed the main causes of business failure to management 

incompetence and inexperience[19].  Wood(1989) confirmed that lack of experience 

was one of the cause of business failures[20].  Brazell (1991) stated that lack of 

management skills, competence and experience were the greatest contributing to 

failure[21]. Lauzen (1985) prescribed five steps that the owner had to take to ensure 

success of the business, among which were to develop managerial skills and possess 

determination and hard work[22]. 

PROBLEMS ENCOUNTERED BY SMALL BUSINESS 

Ferguson (1987) reported in a Canadian Study that Not -so -successful businesses 

often ignored early warning signs of problems that eventually led to financial ruin. He 
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believed that troubling scenarios could be avoided by monitoring the potential problem 

areas which could be captured in financial reports, such as monthly financial 

statements, inventory turn-around time, backyarders, ECT[23]. Howard (1989) 

reported that more CEOs perceived problems facing their businesses to increasing. 

The biggest concerns were difficulty in finding qualified , motivated employees, 

anxiety about a cash-flow squeeze, keeping costs under control, too much government 

regulation and increased competition[24]. Dodge( 1992) explored that the major 

problems faced by a small business are different among stages in the organisational life 

cycle [25] 
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Part I. IMPORTANCE OF SMALL BUSINESS 

AND CHINESE BUSINESS IN DARWIN 

In this part, first, the definition of small business will be discussed in terms of its 

function, quantity and its characteristics and compare the definitions of different 

countries. Second , importance of small business to the development of Australian and 

North Territory economies and to Chinese in Darwin will be see in facts and statistics. 

Small businesses have played an important role in the development of Australian and 

North Territory economies, especially in job creation. Because of the location and 

economical development level of North Territory, the small businesses have played a 

critical part in N.T economical development , especially in the development of N.T 

retail trade industry. Lastly, the Chinese demography and the history and present of 

Chinese business in N.T will also be presented in this part. 

Chapter 1 Significance of small business in the Australian economy 

Defining Small Business 

Small business can be defined in three kind of terms. First, A functional, analytical 

definition of small business is mainly concerned with the function of small business 

with the economy. Second, A quantitative definition on small business is focusing on 

the numbers of employees, the size of the capital base or the volume of sales of the 
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enterprise. Third, small business is defined in terms of characteristics of enterprise and 

management characteristics [26]. 

An investigation in the United Kingdom into small firms outlined three features that are 

likely to be found in small businesses. 

Firstly, in economic terms, a small firm is one that has a relatively small share 

of its market. Secondly, an essential characteristic of a small firm is that it is 

managed by its owners or part-owners in a personalised way, and not through 

the medium of a formalised management structure. Thirdly, it is also 

independent in the sense that it does not form part of a large enterprise and 

that the owner-managers should be free from outside control in taking their 

principal decisions [27]. 

An Australian study stressed the importance of management characteristics by defining 

a small business as one in which: 

one or two persons are required to make all the critical management decisions-

finance, accounting, personnel, purchasing, processing or servicing, marketing, 

selling-without the aid of internal specialists, and specific knowledge in only 

one or two functional areas[28]. 

In the United States a small business is defined in the Small Business Act as one that is 

independently owned and operated and that is not dominant in its field of operation. 
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Each of these definitions is useful and relevant, adequately describing the type of 

business this paper is concerned with. However, this paper is based on the report of 

the house of representatives standing committee on industry , science and technology 

called small business in Australia-challenges, problems and opportunities(1990). 

A business can be regarded as small if it has the following management or 

organisational characteristics: 

it is independently owned and operated; 

it is closely controlled by owner/managers who also contribute most, if not all, 

of the operating capital; and 

the principal decision-making functions rest with the owners/managers. 

For the purpose of surveys, a statistical measure of size was used. A manufacturing 

business was considered small if it employed fewer than 100 persons; a non-

manufacturing business was considered small if it employed fewer than 20 persons. 

The size limits used as a statistical measure are inevitably rather arbitrary. The 

intention is that the firm included in the 'small business' category should be those that 

are most likely to have the economic and management characteristics mentioned in the 

definitions. In practice, no statistical definition will completely satisfy this objective. 

Measures of size, other than employment, might be used include value added, value of 

assets used and turnover or sales. Reliable data on these measures are not always 

available. 

17 



A statistical definition of size can also be expected to vary between different forms of 

business activity and between different countries. For example, an Australian retailing 

business with 100 employees would have sales of several million dollars and be mong 

the top 5 per cent of firms in the retail sector. It could not be classified as small. 

Scholars often therefore choses 'less than 20 employees' as the upper size limit in 

retailing. In Australian manufacturing on the other hand , the typical scale of operation 

is larger than in retailing so that a higher size limit is appropriate when defining a small 

business. Scholars have chosen 'less than 100 employees' as that size limit[26, 291. 

The situation and issues of small business in United Kingdom and America will be 

concerned in my paper. So it is necessary to mention the definition on small business in 

those two countries. In the United Kingdom, the Bolton committee used employment 

limits of 200 or less in manufacturing and 25 or less in construction, mining and 

quarrying. It used a turnover or sales definition in retailing, wholesaling and the 

service industries. In the United States, the Small Business Administration definitions 

a small firm in terms of both employment and sales, and varies these between industries 

and for different purpose. Generally speaking, manufacturing firms employing up to 

500 persons are regarded as small businesses in Untied States [26]. 

The importance of small business to the Australian economy[29] 

In 1974 the Australian Bureau of Statistics published, for the first time, some 

information about business enterprises classified according to employment size and 

industry class. Since that time much more extensive and up to date statistics have been 

published providing valuable data about the number of the small business in Australia 
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and the contribution that such business make to national production and employment. 

Small business is acknowledged as a vital and significant sector of the Australian 

economy. Small business performance is recognised world-wide to be key to general 

national economic goals. 

The ABS has estimated there were around 850,000 small private sector businesses in 

Australia in 1993-1994, employing some 2.9 million people. Small businesses account 

for approximately 97 per cent of all private businesses, and 51 per cent of all private 

sector business employment (including self-employment). The contribution of small 

business sector to GDP value added was about 76.2 per cent. In manufacturing , the 

small business's contribution to overall turnover was 34% and in the service sectors, to 

overall turnover was about 50 % [29]. 

Basing on the report of ABS-small business, we can draw up a picture of the 

importance of small business in many areas of the economy including manufacturing, 

mining, construction, retailing and wholesaling, road transport and much of the service 

sector. Tables 1.1 and 1.2 summarise some of the main feature of the latest 

information supplied by the Australian Bureau of Statistics. Table 1.1 shows that in 

most major industries small firms, as defined, represent more than 90 per cent of the 

total number of firm. In retailing, nearly 98 per cent of all firms employ fewer than 20 

persons, and the proportion is about the same in the construction industry. 
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Table 1.1 The small firm sector in Australia(29): number of enterprises by industry and 

employment size 1993-1994 

Industry No. of enterprise Small firms as 
percent of 

total 
Small('000) Total('000) 

mining 2.5 2.8 89.29 

manufacturing 67.9 69.4 97.84 

construction 149.7 151.5 98.81 

Wholesale trade 50 53.9 92.76 

retail trade 134.7 138.7 97.12 

transport & storage 44.1 45.5 96.92 

accommodation, cafe and 

restaurant 25.4 28.5 89.12 

finance, property & 

business service 152.1 157.1 96.82 

Community services 53.5 56.3 95.03 

Recreation, personal & 

other services 83.2 84.1 98.93 

Agriculture 103.4 110.3 93.74 

total 785.8 812.4 96.73 

Table 1.2 shows that, judged by their share of industry employment, small firms are 

most prominent in construction industry. In 1993, small firms accounted for 80.2 per 

cent of employment in this sector, while in the agriculture they accounted for over 73 
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per cent of employment. Small firms are not as strong in community services, where 

they are responsible for about 36 per cent of total employment. They are relatively 

unimportant in mining and in the electricity, gas and water industry. 

Table 1.2 persons employed in small enterprises by industry in NT[29]: 1993-1994 

Industry No. persons employed 
by small enterprises 

('000) 

No. persons employed 
in all enterprises 

('000) 

Total employment 
by small enterprises 

(%) 

mining 9.5 75.8 12.53 

Manufacturing 445.3 949.8 46.88 

construction 362 451.3 80.21 

Wholesale trade 216 458.5 47.11 

retail trade 506.9 1038.8 48.80 

accommodation, cafe 

restaurant 148.4 350.8 42.30 

transport & storage 123.0 242.3 50.76 

finance, property 

$ business services 428.6 914.2 46.88 

community services 178.1 473.0 37.65 

recreation, personal 

& other services 200.9 333.1 60.31 

total 2,676.3 5,452.6 50.67 

Agriculture 246.2 335.3 73.4 
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Chapter 2 Small Business in Northern territory 

1994-1995 data for the Northern territory from the ABS shows 5700 or 93% of 

Businesses as being small business (figure 1), employing about 45% of the workforce. 

However, In some ways the Territory small business picture differs from the large 

southern states. 

Fig. 2-1. NT Small Business As a Proportion of all Businesses 

With small manufacturing base, the image of factories employing tens or hundreds of 

employees making consumption and investment goods is alien to the economic 

environment. Fabrication of materials tends to be of a secondary nature to the tourism, 

transport, construction and resource development sectors. There are no head office of 

large public companies in the territory, and many service and distribution operations 

are branches of large interstate firms. Thus the proportion of 93% of operations being 

small business does not necessarily coincide with the picture of the local 

owner/manager/entrepreneur [30]. 
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The small business sector in the Northern territory consists primarily of retail 

operations, service providers, resource companies(smaller mining operations and 

agriculture), construction companies and companies which derive part or all of their 

revenue from tourism. 

The small business manufacture sector employs the least. The local market is too 

small and scattered to support a strong base for manufactured product. However a 

number of highly innovative manufacturing companies are recognising the Territory's 

technical and competitive advantage in areas such as solar energy, minerals exploration 

and bulk transport. Some firms seek niche products and service for interstate and 

export markets. Others start out in partnership with overseas companies in order to 

share markets and technology[29]. 

While recognition is being given nationally to the importance of small business to 

economic development, in the Northern Territory they are particularly important to the 

adding of value to resource industries where , otherwise, economic benefits would 

largely flow interstate. Seeking ways to maximise small business involvement is a key 

focus of government policy development. 

Because the scale of the Territory's economy and its business sector is so small, the 

role played by each successful small business is proportionally greater, and each 

individual failure is more keenly felt. 

23 



1
° Number of employees 

0 1000 2000 3000 4000 5000 6000 

Fig. 2-2. Number of Employees in Small Businesses By Industry 

Note: Small business refer to businesses with less than 20 employees except for mining where it is 
less than a 100 employees. 
Source: ABS, Integrated business Register, 1990. 

From Figure 2, retail trade employing about 30% of number of employees in small 

business is biggest part in the Northern Territory business. Most of Chinese businesses 

are of retail trade. The Chinese businesses in Darwin are mainly Take-way or 

24 



restaurants and grocery food store. As following is to discuss the retail trade industry 

in Northern territory[33, 34]. 

Retile trade in Northern Territory [35]. 

At 30 June 1992 there were nearly 1,300 Shop front Retailing locations operating in 

the Northern Territory, Occupying 306,000 square metres of floor space. During 

1991-1992, these locations turnover of $944 million, which represented $5,665 per 

head of population. At 30 June 1992, more than 9,100 persons were employed in 

Shopfront retailing, 5000 Of which were employed by small business. This was 12 per 

cent of the territory's total employment. The $944 million turnover by Shopfront 

retailing locations represented $103,483 per person employed, which was significantly 

higher than the national average of $90,843. The about $93 million turnover by small 

businesses represented about $ 18,600 per person employed. 

$532 million was spent in Food Retailing outlets(ANZSIC Sub-division 51) in 199 1-

1992, which represented 56 present of total shopfront retailing turnover. The largest 

store category, in terms of turnover and employment, was Supermarket and Grocery 

Store (ANZSIC Class 5110) recording $432 million in turnover and employing over 

2,800 people. However, in terms of the number of stores, the largest category was 

Takeaway Food Retailing (ANZSIC Class 5125) with nearly 200 stores recorded at 30 

June 1992. 

Retailing trade still is the largest small business employer in the Northern Territory. 

Far from being a static and reactive sector, retail business must be smart to survive. 

Changing demographic patterns, the opening of new shopping centres, problems faced 
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by retailers in main malls of both Alice Springs and Darwin competition between major 

supermarkets, ebbs and flows of consumer confidence with the business cycle, are 

some of the difficulties currently faced by retailers. 

In particular, convenience stores are facing major difficulties in competing with 

extended trading hours by major supermarkets chains, like the supermarket giants-

Coles, Woolworth, K-mark and Big W. Chinese take-away and restaurant are also 

facing to the competition from the fast food giants like Hungry Jack's, Red Rooster, 

Kentucky Fried Chicken and McDonald's(33). 

Chapter 3 Chinese Business in Darwin[31,32] 

The Chinese in this paper meaned the people who were from China or whose father or 

grandfather were from China in N. T.. So some oversea Chinese who immagrated 

from Malaysia or Timor were still among in the rang of this paper research. 

The Chinese in the Northern territory were originally recruited as labourers to expand 

and develop mining resources and for public works as early as in 1874. By 1881, the 

number of Chinese in the Northern Territory had increased to 4108, compared to only 

660 Europeans. 

As the Chinese population on the goldfields increased, additional Chinese merchants 

set up shops in Port Darwin. The Chinese families developed the commercial center of 

Darwin, becoming active in supplying food, clothing, building materials and various 

other services. The first advertisement by a Chinese merchant, SUN WAhLoong, in 
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the Northern Territory Time appeared on 15 July 1882. In the period since 1874, the 

Chinese had made a transition from a labouring class to merchants and traders. They 

strengthened their position as business leaders, particularly in port Darwin. Some of 

the shops that existed in the early 1900s were [31, 32] 

Wing cheong sing Tailer and draper 

Sun Hing Kee Grocer 

Fong Yuen Kee Grocer shop then later a Cordial Factory 

Fang Cheong Loong Tailor and Draper 

Man Fong Lau Grocer 

Wing Sang Tong General Store 

Chin Yam Yan Grocer 

Businesses such as these prospered in Darwin until Chinatown was destroyed in the air 

raids of February 1942. After the war, the five main Chinese extended families to 

which we have refereed above, returned to Darwin and played an important role in 

rebuilding it. Chinatown was not rebuilt but the Chinese re-established their business 

in various locations around Darwin. 

Those who were here in the 1940s, 1950s and 1960s speak with great fondness of the 

Chinese businesses, including: Lim's Victoria Hotel, drapery store and milk bar; 

Darwin Aerated Waters, the Soft drink factory operated by the Fongs and yees; W. G. 

Ching clothing store and milk bar; Sam and Sue Wah Chin's tailor shop and cafe; 

Harry Chan's grocery store; Albert Fong's soft drink factory and the Don Hotel, which 
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he operated with Sam Chin And Harry Chan; Charlie On's store and garage; the stores 

operated by Chin Mook Sang, Chin Loong Pak and Chin Loong Tang; Quong's 

bakery ; Tommy Fong's market garden in what is now Fannie Bay; Jimmy Pang 

Quee's woodcutting business, supplying wood which was the main fuel for cooking 

until the 1950s; and Bill Wong and Jimmy Ah Toy's store. 

Similarly, after the Darwin cyclone of 1974, the Chinese families again played a 

significant role in reconstructing the fabric of business and community life. This period 

also saw the arrival of many new Chinese families from South Asia[37]. 

While many of the Ancestors of the local Chinese came to labour in the gold-fields or 

worked on the Darwin/Pine creek railway line and then later move into such work as 

cooking, construction, tailoring , market gardening, bakeries or shopkeeping, the 

Darwin Chinese of today are involved almost every type of economic activity. Yet 

some still operate the businesses established by their forefathers. Many Chinese today 

are highly successful and wealthy. A large number of the more recent Chinese 

immigrants from South Asia, who arrived with professional qualifications, have 

established professional practices or are otherwise employed in their chased filled[37]. 

In 1992, Darwin has Chinese doctors, engineers, farmers, mechanics, shipowners, 

teachers, scientists ,over 40 take-away food shop and restaurants and about 10 grocery 

supermarket owners. There are Darwin Chinese involved in various other trades, types 

of work and business activity also[37]. 
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Several Sub-group 

Something the individual biographies will reveal is that the so-called "Darwin Chinese 

"are made up of several other groups in addition to the descendants of the pioneer 

families of the last century. This aspect of the "Chinese Community" is often ignores 

by writers and not very well understood by non-Chinese but is very clear to the 

Chinese who make up the various segments of this multi-faceted ethic group. 

From the result of 1986 census of population in Australia As following Table 3-1, 

Chinese population born in Timor in North Territory is greatest sub-group, which is 

double next greatest sub-groups- Malaysianese and Vietnamese. 

Table 3-1 : distribution of Chinese population in Northern Territory by birthplace[36] 

Birthplace No. Percent 

China 249 7.48 

HK&Macau 199 6.62 

Taiwan 82 2.73 

Malaysia and 

Burnie 593 19.74 

Singapore 242 8.05 

Vietnam 432 18.64 

Kampuchea 23 0.73 

Laos 36 1.20 

Timer 1262 42.00 

total 3328 100.00 
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Pioneer Families 

Included in the group that thinks of themselves as "local" are second, third, fourth and 

fifth generation Australian-born Chinese from Darwin pioneer families. Some of these 

people also have some European ancestry. Also included in this group are some 

descendants of old pioneer families who were actually born in China or Hong Kong but 

brought to Darwin as children by their Australian-born father or close relatives. Many 

of these child immigrants are now in their 50s or 60s and are very Australian with little 

or no memory of China. 

Singapore 's IMalaysia 's 

It wasn't until a significant number of immigrant males, sometimes with wives and 

children, began arriving in Darwin, primarily in the final quarter of the 20th century, 

that a new group, distinct from the old Darwin Chinese, was established in the area. 

Most of these people were from Singapore/Malaysia and were fluent in English, as 

well as a Chinese dialect which was often different from that of the local Chinese. 

Many were professionally educated, often in Australia. 

New arrivals from Hong Kong 

There are also a number of immigrants who arrived from Hong Kong in recent 

decades. Often their English and qualifications were not as good as those from other 

Asian countries but generally they managed to integrate satisfactorily. 

Immigrants from other Areas 
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Over the same period there were small number of Chinese from Taiwan, and from 

places like Thailand, Indonesia and the Pacific Islands who also migrated to Darwin. 

Timorese and Vietnamese Refugees 

It was the refugees, in the mid-1970s, who introduced two completely different groups 

of Chinese into the Darwin Area and created a new layer of Chinese who were often 

not able to communicate in English. 

There had been a few Timorese Chinese in Darwin for many years but after the 

Indonesian occupation of Dili on 7 December 1975 there was a mass exodus of ethnic 

Chinese. Most of these people had well established in the commercial sector of the 

Timor economy but many had to flee with little in the way of material goods or money. 

They spoke a dialect of Chinese and many of them spoke Portuguese, although most 

spoke little or no English. The better educated ones were literate in both Portuguese 

and Chinese. Many of them had successfully re-established themselves in business or 

in work for which they previously trained. This group is biggest one in Darwin 

Chinese community. A large number of take away food shops and restaurants and 

grocery supermarkets are owned by members of this group [371. 

The 1986 census lists 429 Territorians from Vietnam. Like the Chinese from Timor, 

these people had financial and language difficulties and it was hard for many of them to 

fit in. Some eventually did very well and many others are now managing comfortably, 

despite having to take menial jobs after arrival. 
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Part II. The Nature of A Small Business 

In part II , the characteristics of small business and their competition advantage and 

disadvantages will be discussed. The smallness and critical influence of 

owner/manager' management ability and skills on success of small business are basic 

characteristics of small business. These raised that there are much difference between 

the management of big and small company. Because the development of information 

technology, transportation and communication technology, and rapid changes of 

market demand, the traditional view about scale economics underwent profound 

changes and the importance of scale economise in improving productivity growth 

declined, in modern economies, big business and small business coexist. Because of 

geographical limitations of the size of market in Australia, small businesses are with a 

certain competence in such some activities as supplying goods made to order-jobbing 

and in non-manufacturing activities. 

Chapter 4. Characteristics of Small Business[26, 38] 

The characteristics and behaviour of small enterprise derive primarily from two 

factors-the small scale of the operation and the day-day involvement of the 

owner/manager. The following five sets of qualitative criteria are typical for small 

enterprises: 

• Scope of operations: Small firm serve predominantly a local or regional market 

rather a nation or international market. 
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• Scale of operations: Small firms tend to have a very limited share of a given market; 

They are relatively small in a given industry. 

• Ownership: The equity of small firms is generally owned by one person or at most 

very few. Small firms tend to be managed directly by their owner or owners. 

• Independence: Small firms are independent in the sense that are not part of a 

complex enterprise system such as a small division of a large enterprise. Independence 

also means that the firm's owner-managers have ultimate authority and effective 

control over the business, even though their freedom may be contained by obligations 

to financial institutions. 

• Management style: Small firms are generally managed in a personalised fashion. 

Managers of small firms tend to know all the employee personally; they participate 

in all aspects of managing the business and there is no general sharing of the 

decision-making process. 

These five sets of attributes give rise to most of the problems and special needs that 

small firms have to cope with. They are also the determining factors for most of the 

management differences between small and large firms. 

Wilco and Deeks (1973) characterised the management process of small enterprises as 

being primarily adaptive and tactical in order to adjust to resource constraints; greatly 

influenced by the skills, experience, attitudes and personality of the owner/manager and 

relying on informal, organic and loosely structured relationships in the enterprise and 

outside it[40]. 
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In examining and interpreting the sections of small business people and in identifying 

actions which could be supportive of the growth and vitality of this sector, it is 

necessary to take clear account of the influence of smallness and the individual skills 

and attitudes of the owner/manager, on the operation of the small business enterprise. 

William (1987)argued that these two factors are the basic source of a range of small 

enterprise characteristics [47]. 

The small enterprise tends to be based on one or two owner managers who are 

responsible for a wide range of roles. The success of the business tends therefore to 

depend heavily on the competence and skills of these managers. As a consequence of 

smallness and limited resources, managers and staff of small enterprises are compelled 

to become generalists. 

A lack of resources and skill leads many small business to ignore business planning 

and the creation of adequate management information and control systems, to rely on 

intuitive decision making, to be reactive, and to avoid difficult or disagreeable 

decisions. 

Small enterprises tend to have very limited control over their external environment. In 

many cases they rely on a signal major product sold to a few customers upon whom 

they are extremely dependent. Financial institutions tend to be reluctant to lend to 
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small enterprises and place considerable constraints and pressure on them when finance 

is provided. 

Small enterprise tends to rely on labour intensive methods and use very limited process 

and product technology. They are constrained in many cases by a lack of knowledge 

about new methods and technologies and limited resources to finance the purchase of 

new capital equipment. 

A limited product range and dedication to the product long after it has reached the 

mature stage of its life cycle, can make small enterprises inefficient and uncompetitive, 

vulnerable to changes in consumer taste and to technical obsolescence. 

Finally, the operation of small enterprises tends to be strongly influenced by family 

interest. Family support can assist in the establishment and operation of small 

business. However, interference by family members or orientation of the enterprise 

toward non-business objectives may undermine its viability. 

The management of small company is so different from that of big company that 

countless exceptive who have changed from a large company to a small one have had 

to learn this lesson. For example, Thomas j. Murray( 1976) reported case histories of 

executives who left high-level positions in large companies to become chief executive 

officers of small companies [41]. Many discovered too late that their previous work 

within fairly narrow, well-defined functional responsibilities, for which they had the 

support of staff specialists, did not prepare them adequately for the top management 
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job in small enterprise. I n a small company they had particularly no staff support; they 

had no assume a wide range of responsibilities in financial, marketing, manufacturing, 

public relations, lobar relations and other business matters. These executives could 

have avoided serious mistakes had they been more sensitive to the differences between 

managing small and large firms. John.S Deeks(1976) summaries some of the key 

differences as follows(40). 

Table 4-1 The Differences Between Managing Small and Large Firms 

SMALL FIRM LARGE FIRM 

Source of authority a) tradition(ownership) a)expertise 
b)personal b)office 

Basic of philosophy 

office 

a)no diffusion between 
ownership and control 
no conflict between 

personal and company 
objectives 
no distinction 
between person and 
role 

a))control without 
ownership 
conflict between 
individual and 
organisational goals 
very clear distinction 
between the 
individual and the 

filled 

d) integration of work 
and social values 

e)not subservient to 
economic goals 

d)values of the work 
place divorced from 
both individual and 
social vales 

e)economic 
"performance" as 

ultimate criterion 

Characteristic Skill a)adaptive 
b)diagnostic 
c)exploitation of 
change (opportunism) 
d)tactical facility 
e)pragmatic use of 

techniques as aid to 
problem solving 

a)predictive 
b)prognostic 
c)control of change 

 

 

d)strategic facility 
e)coordination and 
control of specialists 
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f)social skills f)manipulative skills 
applied largely on 

g)consequence- an impersonal basis 
mitigating decision g)event-shaping 
making 

decision making 
Organisation 

a)informal 
b)no divorce between 

planners and doers 
c)appointment and 
promotion often on 
the basis of birth 
or personal friendship 
d)everyone prepared to 
muck-in as required 

e)open system of 
communications  

a)formal relationships 
b)divorce of planing 

from doing 
c)technical 

qualifications as assess 
of appoint and 

promotion 
d)precise definition of 
rights and 
obligations, duties 
and responsibilities 

e) structured 
communications 
system 

It is obvious that there will be exceptions to these general characterisations of small 

and large firms. These do, however, highlight the essential differences that cause the 

performance and management problems of most small firms to be significantly deferent 

from those of most large firms. The inferences are not clear cut, but they are 

significant nonetheless. 

Small enterprises are characterised and behave in ways which are quite different from 

large organisations. These unique characteristics must there fore be carefully 

considered in the process of examining the reasons for the success or failure of small 

enterprises. Similarly, these characteristics must influence our search for initiatives 

which will make small enterprises more successful. 
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Chapter 5. Small businesses' competitive advantage and 
disadvantage[26,38,471 

In modern economies small and large businesses coexist. This is true of Australia and 

of other industrialised countries regardless of the nature of their economic system. In 

chapter 1 we pointed out that small businesses as a group make a large and important 

contribution to the national economy. The question we consider in this chapter is 

whether small business can be expected to retain their present prominent place in the 

Australian economy. Or, alternatively, is our industry structure evolving towards an 

economy in which each industry is completely dominated by a few very large 

enterprises? 

In the following paragraphs we present the view that small businesses to have 

competitive advantages in certain industrial activities that account for their persistence 

in those activities and for their considerable importance in the Australian economy. 

However, it must be recognised that small businesses are likely to be important. We 

can also expect that future changes in technology may favour large-scale operation in 

particular activities, and so contribute to a decline in the importance of small firms in 

those activities. 

Scale economies and the small firm[54  ] 

The emergence of small and medium-sized enterprise (SMEs) as a key agent of 

economic growth appears to have occurred when the traditional view concerning 
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efficient industrial activities and organisation underwent profound changes. According 

to this view, industrial efficiency comes from mass production of standardised products 

by a specific technology in a large work organisation based on an extensive system of 

division of labour(TAylorism), utilising economies of scale. Therefore, according to 

this view, SMEs are inherently inefficient and weak in competition due to their size 

constraint. The recent emergence of the important role of SMEs indicates that there 

have been significant changes in the environment in which SMEs operate. 

An increased world wide competition made large firms less advantageous compared to 

SMEs since they were less flexible in responding to the rapid changes of market 

demand. The emergence of Japan as a leading competitor in major industrial products 

showed that they efficiently used specified SMES as subcontractors which produce and 

supplied parts and components to large assemblers; compared with vertically 

integrated large firms of the West, in which manufacturing of parts and assembling 

takes place in the same firm. In terms of cost, product innovation and flexibility in 

responding to the changes in the market, full utilisation of SMEs appears to be more 

efficient. Efficient outside sourcing of parts and components produced by SME 

subcontractors was possible due to the rapid development of information technology, 

and transportation and communication technology. This in turn made close and 

efficient relationships between large assemblers and SME subcontractors possible. 

Furthermore, minimum efficient size of scale seem to have been reduced by the 

development of technology and new factory automation machineries. This means that 

many SME operations are not necessarily sub-optimal in efficiency terms, as was the 
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case in the past. Finally, the consumer's taste for a certain group of consumer products 

changed. Consumers now prefer non-standardised and non-mass produced 

differentiated products, not mass-produced and mass-merchandised products. This 

also played a significant role in the rapid growth of the SME sector. 

A study by the Bureau of Industry Economics in 1986 sought to identify the 

individual contributions to the growth in the productivity of Australian manufacturing 

industries over the period 1954-54 to 198 1-82[26]. Their measure of the extent of 

scale economies is the ratio of the proportional change in output to the proportional 

change in production costs. Table 5.1 shows the return to scale for manufacturing 

industry as a whole for seven sub-periods from 1954 to 1982. These figures suggest 

that there has been a marked decline in the importance of scale economies in 

manufacturing over this period. Since 1974 there is evidence of diseconomies of scale. 

An increase of 1 per cent in cost outlay led to a less than 1 percent (0.85 per cent) 

increase in output during the period 1976-77 to 198 1-82. 

The results show that technological factors have become of increasing importance in 

growth in productivity of Australian manufacturing since the mid-1950s. Table 5.1 

also shows the relative contributions of scale economies and technological change to 

productivity growth. The BIE study concludes that scale economies have declined in 

importance from being responsible for practically all productivity growth in the mid-

1950s to contributing very little indeed( possible reaching the point where 

diseconomies were apparent) in the early 1980s. 
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Table 5.1 The contributions of technological change and returns to scale to 
total factor productivity in Australian manufacturing industry: 1954-
55 to 198 1-82 

Percentage contribution to total 
factor productivity growth 

Period return to scale * Return to scale % Technological change 
1954-55 to 
1959-60 2.45 94.74 5.26 

1959-60 to 
64-65 1.71 84.37 15.63 
1964-65 to 
1969-70 1.32 62.40 37.60 
1969-70 to 
1973-74 1.09 19.66 80.34 
1976-77 to 
1981-83 0.97 1.21 98.79 
1976-77 to 
1981-82 0.85 -17.07 117.07 
1954-55 to 
1981-1982 1.26 45.99 54.01 

Notes: *The  returns to scale may be interpreted as the percentage increase in output for a 1 percent 
increase in cost. 
Source: Bureau of Industry economics manufacturing industry productivity growth: cause, effects 
and implications research report 21, Canberra: Australian Government Publishing service, 1986. 

These results therefore are suggestive that failure to achieve economies of scale may, 

in fact, no longer be a barrier to the international competitiveness of Australian 

manufacturing industry as it apparently was during 1950s and 1960s. This may, 

moreover, reflect a fundamental change in manufacturing technologies during the 

1970s, namely, a movement towards, and a prevalence of, smaller scale technologies. 

It is reasonable to wonder why small firms have continued to make such an important 

contribution to the economy. An important conclusion from many studies is that in 

certain industries scale economies may not necessarily exclude small firms. In 

Australia, where the domestic markets are relatively small and geographically 
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fragmented , the diseconomies in distribution will began to offset economies in 

production at lower levels of output[54]. 

In some industries the initial outlay of money required to become established is not 

large, so entry is relatively easy Tat is most likely to occur in activities in which the 

technology is not highly capital intensive and so scale economies are not such a barrier 

to entry. In some cases it is the nature of the market for the product that make large 

scale operation inappropriate. For example, firms within Australian small size range 

may well be the optimum size for supplying products to meet the specifications of 

individual customers. Small firms also can operate successfully in supplying goods or 

services to small local markets. In the following section we examine in some detail the 

competitive advantages that small firms may have in certain activities. 

Activities in which small firms are important[26, 39, 35, 471 

Supplying goods made to order-jobbing 

Small firms are numerous in industrial activities in which the product is not 

standardised but made to the individual customer's requirements, for example, this 

arrangement between the firm and the customer is frequently found in printing, metal 

casting, and the manufacture of wood and metal products. A close working 

relationship between the proprietor of small firm and the customer is important in the 

'jobbing' arrangement. The relationship established is very different from that which 
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normally exists between the manufacturers of standard stock items and their 

customers. 

Small firms operate successfully in such activities because they are normally more 

flexible and adaptable than large firms. Decisions can be made, commenced and put 

into effect very rapidly in a small business. Consequently they can more easily handle 

variation in product to meet individual customers' requirements and changes in 

technology. The large-scale enterprise typically has heavy investment in plant and 

machinery, embodying a specific technology, and cannot as readily make product or 

process modifications. 

Firms in some sections of the clothing industry, for example, encounter considerable 

uncertainty and risk due to the frequent and often rapid changes that occur in demand. 

This is not conductive to long production runs and large-scale operations. Table 5.3 

clearly shows that small firms make a significant contribution in this industry in 

Australia. It is , however, in the section of the clothing industry that is most subject to 

fashion change-women's outwear- that small firms contribute most to employment, 

turnover and value added. 
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Table 5-2. Contribution of small firms in the clothing industry, Australia: 1994-1995 

Sleeted industry classes contribution of small firms -- 

% of enterprises % of employment % of turnover 
Men's trousers & shorts 
working clothing 
(ASIC 2451) 77.9 20.2 13.6 
Men's suits & coats, 
waterproof clothing 
(ASIC 2452) 91.9 46.0 44.5 
Women's outwear 
(ASIC 2453) 97.9 70.3 67.7 
Foundation garments 
(ASIC 2454) 60.0 10.2 10.1 
Underwear & infants' 
clothing 
(ASIC 2455) 93.4 44.7 38.1 
Total manufacturing 94.1 31.1 22.9 

Notes: Enterprises with fewer than 100 employees, including working proprietors. 
Excludes single-establishment enterprises with fewer than four persons employed 
Source: Enterprise Statistics Australia, 1994-1995 Cat No. 81030, Canberra: 
Australian Bureau of Statistics, 1995 

Small business in non-manufacturing activities[26,29,34] 

In recent years there has been a rapid growth in both the size and number of retail 

enterprises in Australia. Yet in terms of the number of enterprises, retailing still the 

province of small business. Two factors that have contributed to small-scale retailing in 

Australia are the geographical limitations on the size of market, especially in non-city 

locations, and the importance in some sectors of a good retailer-customer relationship 

and personalised service. 

The contribution of small firms in the retail trade is considerably greater than the 

contribution of small firms in manufacturing and reflects the fact that scale economies 
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are generally of lesser importance in retailing than in most areas of manufacturing 

activity. However, we have seen in recent years what has been called a revolution in 

retailing techniques-particularly, but not exclusively, in food retailing. These 

developments have included the growth of the supermarket chains; the introduction of 

self-service arrangements; the 'scientific' approach to shopfloor layout and displays; 

and the increase in advertising and promotional activity, there has been a substantial 

increase in the number of items carried in the typical supermarket and department 

store, so coordinating the flow of goods and services has become considerably more 

complicated. These changes in retailing techniques have contributed too an increasing 

concentration in the food retailing industry. 

However, In many specialist food retailing operations, including grocers, butchers, 

fruit and vegetable stores, and cake and bread shops, 99 per cent of the firms are small, 

employing fewer than 20 persons. These small firms account for about 65 per cent of 

the retailing turnover in these areas. However, there are some factors that are 

contributing towards a decline in the importance of small firms in retailing generally. 

First, the motor vehicle has been working to the disadvantage of small local retail 

store. The availability of private transport and parking facilities and the attractions of 

the large shopping complexes have meant that many customers shop weekly at the 

supermarkets rather than the corner stores. Moreover, some recently established 

residential areas have been planned to exclude shopping facilities, However, many 

small specialty retail stores have been established in the vicinity of, or in the same 

building complex as, the large supermarket or department store. 

45 



Secondly, the small firm is not always in a position to buy from manufacturers or 

wholesalers on terms and conditions as favourable as those that are available to the 

larger enterprises. We have seen in Australia an attempt by some retailers to redress 

the situation by forming co-operative or voluntary groups to gain 'buying strength' and 

attract more favourable terms from their suppliers. These groups may also provide 

warehousing facilities promotional activities. In the light of the experience in the 

United States, there would seem to be much wider scope for Australian small firms in 

retailing to overcome some of the competitive disadvantages they face. 

we 



PART III. CRITICAL FACTORS TO SUCCESSFUL BUSINESS 

In part III, explored will be such questions as: how manage small business 

successfully? what are characteristics of successful entrepreneurs? What are the 

reasons of small business failure and bankruptcies? What are the critical factors for 

management of successful small business? The statistics on failure and bankruptcies of 

small business will remind you the importance of exploring the reasons of failure and 

bankruptcies. The lack and incompetence of management ability and skills are 

recognised as a main cause of failure and bankruptcies of small business. Good 

management are perceived a critical factors for small business success by successful 

Chines entrepreneurs in Darwin. The improvement of management ability and skills 

as well as the applying of modern managerial methods are quite critical for small 

business success. 

CHAPTER 6. REASONS OF SMALL BUSINESS FAILURE[38,47, 
52,53] 

Because of personal deficiencies, some entrepreneurs are doomed from the beginning. 

Others entrepreneurs encounter business problems that exceed their ability or 

resources. For one reason or another, therefore , many small firms fail every year. 

This chapter is concerned with patterns of failure, particularly in small business and 

also with the reasons of failure. 
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Failure and the small firm(52,53) 

In view of the obviously limited resources and lack of financial stability on the part of 

many small firms, it seems probable that small business mortality is greater than big 

business mortality. As a class, small business would seemingly be 'hit harder' by 

failure than would be the case with larger firms. That this is apparently true is shown 

by the data in Table 6-1. Let's look at the failure of small business in US. Over 73 

percent of the 1992 failures occurred in firms having less than $ 100,000 in liabilities. 

The problem of failure in business is thus an urgent problem of small business. 

Table 6-1 Percentage Distribution of Business Failures By Size of Liability, USA, 1986 

size of liability percentage of failures 

Under $5,000 4.1 

$5,000 to $ 25,000 26.1 

$25,000 to 100,000 43.4 

$100,000 to 1,000,000 23.4 

over $1,000,000 3.0 

Source: the business failure record: 1986( New York: Dun & Bradstreet, Inc., 1988), 

The special threat of failure to the small concern is further evident in the relative failure 

rate various business areas. Retailing , an area in which small business predominates, 

shows a high rate of failure, particularly in small scale lines of retailing. All of the lines 
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of business shown in Table 6-2 have a failure rate which is higher than the overall 1992 

rate of 38 per 10,000 firms. 

Table 6-2 Retail failure rates, 1987 

Line of Business Failure rate per 10,000 operating concerns 

Cameras and Photographic supplies 85 

Books and stationery 54 

Women's ready-to-wear 88 

Appliances, radio, and television 42 

Furniture and furnishings 63 

Men's wear 97 

gifts 60 

Source: The Business Failure Record: 1987( New York: Dun & Bradstreet, Inc., 

1988), p.6. 

Rate of Business Failure(47, 52,53) 

The rate of business failure fluctuates from year to year because of changes in general 

economic conditions and other factors. Figure 6-1 shows the rate of failure each year 

from 1920 to 1976 in US. An examination of fluctuations in the rate of failure reveals 

that in 1976 is significantly lower than that of the 1920's. 
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Fig.6-1 Rate of business failure, 1920-1976, in U. S. 

(Numbers of Failures per 10,000 firms in Dun & Bradsreet Reference Book) 

The rate of failure is closely associated with general business conditions. In the 

depression of the early 1930s, the failure rate reached its highest point. In the 

subsequent prosperous years of World War II, the rate dropped sharply. Since 1945, 

the consistently than existed some decades earlier. 

The statistics presented here Table 6-3 are from the annual Report by the Attorney-

General on the operation of the Bankruptcy Act, 1966 in Australia [29].  As official 

statistics on failure in small business are limited, bankruptcy statistics, especially in the 

area of business' bankruptcies, provide a useful indicator of the extent of small 

business failures. 
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Table 6-3 Business Bankruptcies, Australia[29] 

percent percent 
Number of change on total change on 
business previous number of previous 

year bankruptcies year bankruptcies year 
1983-84 2,477 . . 4,909 

1984-85 1,879 -24.1 4,664 -5.0 

1985-86 1,921 2.2 5,581 19.7 

1986-87 2,446 27.3 7,534 35.0 

1987-88 2,259 -7.7 8,124 7.8 

1988-89 2,088 -7.6 7,082 -12.8 

1989-90 2,947 41.1 8,493 19.9 

1990-91 4,203 42.6 13,091 54.1 

1991-92 5,387 28.2 16,888 28.9 

1992-93 4,796 -11.0 14,777 -12.5 

1993-94 4,335 -9.6 14,028 -5.1 

1994-95 3,998 -7.8 14,130 0.7 
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Figure 6-2 Business Bankruptcies, Australia. 

Business failure and age offirm 

The relationship of the failure rate of the age of business firms is portrayed by Table 6-

4. This table clearly shows the high rate of mortality among concerns in business five 

years or less. The concern that is going to fail typically does so during the initial five 

year period. These years represent the 'maiden voyage' for the new firm and provide 

real test of capital, and business leadership. 

Table 6-4 Age of Business Failure, US, 1992 

Age in years Percentage of total Failures 

5 years or less 55.7 

6 to 10 years 22.4 

over 10 years 21.9 

total 100 

Source: the business failure Record: 1992( new York: Dun & Bradstreet, Inc., 1993), P.9. 
Dawitt (1983 ) also estimated that about 55 percent of small businesses fail within five 

years of inception, and 8 percent fail within ten years, though their exact failure rate is 

unknown [45]. 

The major problems and the age offirm 

Dodge (1992) recently article explores the proposition that the major problems faced 

by a small business are different among stages in the organisational life cycle[25].  He 

analysed 364 small business case reports and generated 849 major problems. The 
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results shows that problems of a marketing nature are the most numerous (60 percent) 

followed by management problems (24 percent) and financial problems(16 percent). 

Marketing problems were found to dominate during formation and late growth, and 

management problems were at their highest during formation and stability. Financial 

problems were larger during the formation state. Specially, marketing and financial 

problems take on greater importance in the early stages, whereas management 

problems exit at the same relative level throughout the life cycle. 

Seemingly, external environmental problems are more important early in the life cycle, 

with internal problems becoming more critical as the small business grows and 

develops from table. The owner-manager, therefore, has to contend with different 

problems in the various stages of the organisation's life cycle signalling different 

operational contexts. 

Causes of Business Failure[26,38 ,47, 52,53] 

Aside from the relatively few failure caused by fraud, neglect, and disaster, the root 

cause is found in managerial incapacity. The weaknesses of management manifest 

themselves in various ways, however. These manifestations might be thought of as the 

apart or surface causes of failure. 

Suiface causes offailure 
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Even though we recognise that management is basically at fault, it is nevertheless 

profitable note those areas in which management most frequently finds itself in trouble. 

Some of the more prominent difficulties are discussed in the next five paragraphs. 

Competition. A frequently alleged cause of failure is intensity of competition. 

Independent grocery stores in small towns or city shopping centres may run out of 

business by the advent of efficient chain or supermarket competition. Manufacturers 

severing a given clientele or areas might also encounter new, efficient, well-financed 

competition for the fist time. An efficiently managed, existent business, however, is a 

tough foe for any competitor. Perhaps too much stress has been placed on 

competition as a cause of failure, but it must be given proper consideration. 

Lack of capital. Starting business on the proverbial shoestring is generally unwise and 

often leads to failure. Even though initial capital may have been adequately provided, 

the entrepreneur may misuse that which is available. The result is the same-a lack of 

capital. The lack of capital may be only temporary but still cause failure. The result of 

overborrowing are often tragic. Lack of capital is typically an indication of poor 

financial management with the end result being business failure. 

Location. In a certain city of Texas, for example, within the space of one year, three 

eating establishments in succession were operated in a given shopping center. The 

failure of each was due , in part, to the choice of location. Choice of a successful 

location is partly a science and partly an art. It is obvious, however, that many 
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locations are chosen without serious study, careful planning, or adequateness 

investigation. 

Premature expansion. To expand any business unwisely may be fatal. Business 

expansion should be financed soundly, ordinarily from earnings or capital contributions 

of owners. In periods of business prosperity, with reasonable certainty of continued 

demand, a manufacturer might successfully expand physical facilities through bond 

sales or mortgage loans. Expansion, in any case, calls for careful advance planning. 

An expanding concern should never be top-heavy with debt. 

The conditions that seemingly cause failure could expanded at length. Some of the 

additional , more common surface troubles are: (1) inadequate sales: (2) heavy 

operating costs; (3) inventoly difficulties; (4) excessive fixed costs; (5)bad debts; (6) 

payment of dividends whether earned or not; (7) ignorance concerning the market; and 

(8) difficulty in providing for management succession. These conditions are the results 

of inadequate management. 

Management as a cause offailure[47,52,53] 

Among the many interrelated causes of business failures, the most important basic 

cause is a lack of skill in management. This indictment of the manager is amply 

supported by the extensive analysis of business failures in U. S. conducted by Dun & 

Bradstreet. Consider, for example, their analysis of reasons for failures occurring in 

1992, as depicted in Table 6-5. 
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Table 6-5 Causes of failure in 1992 , US. 

Neglect 2.0% 

Fraud 1.5 

Inexperience, incompetence 93.1 

Inadequate sales 45.4 

Heavy operating expenses 8.5 

Receivable difficulties 9.6 

Inventory difficulties 5.7 

Excessive fixed assets 3.8 

poor location 4.3 

Competitive Weakness 26.4 

other 6.5 

Disaster 0.9 

Reason unknown 2.5 

100% 

Source: The business Failure Record: 1992 (New York: Dun & Bradstreet, Inc., 
1993), PP.11-12. Since some failures are attributed to a combination of causes, 
percentages for the items in the inset column do not add to 93.1% 

In small business especially, manager seems to be the number one problem of the 

enterprise. The able manager utilises his time wisely and gives proper attention to the 

various managerial functions. This includes careful attention to customer and public 

relations, financial planning, employee relations, production control, selling, and other 

key factors of a business. Often the ostensible causes of failure, such as inadequate 
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sales, excessive fixed assets, and poor location, are merely reflections of the owner's 

inadequacy. 

The ASB reported the major causes of business bankruptcies as in table 6-6. It is 

important to note that causes are self-attributed and are subsequently classified and 

categorised from information provided by the bankrupts themselves. 

Table 6-6 Causes of Business Bankruptcies, Australia 

major causes 

attributed 1983-84 1992-93 1993-94 1994-95 

Lack of capital 13.2 11.6 7.5 9.1 

lack of business ability 32.9 14.2 19.5 19.4 

Failure to keep 

properbooks 1.0 0.9 1.1 1.4 

Economic conditions 23.6 35.6 29.6 25.1 

Seasonal conditions 2.6 1.2 0.7 1.4 

Excessive interest 4.4 5.3 4.0 4.7 

Inability to collect debts 

Excessive Drawings 

3.0 

4.4 

2.4 

2.9 

5.6 

2.7 

3.3 

5.1 

Gambling or speculate 0.5 0.6 0.5 0.8 

personal reasons 6.1 5.9 7.3 8.8 

other reasons 8.4 19.4 21.5 20.9 

57 



Source: Annual report by the attorney-general on the operation of the bankruptcy act, 

1966 

In 1994-9 5 economic conditions were given as the cause of business bankruptcy in 25 

per cent of cases. Other major reasons were lack of business ability, 19 per cent, lack 

of sufficient working capital, 9 per cent, and personal reasons ,9 per cent. By 

comparison, in 1983-84 lack of business ability was the most common cause for 

business bankruptcies in 33 per cent of cases. This was followed by economic 

conditions, 24 per cent, lack of capital, 13 per cent, and personal reasons, 6 per cent. 

Seemingly, the business ability has been improving year after year. But management 

inexperience and incompetence still is most frequently cause of failure. 

Throughout the literature, lack of business and management skills stand out as the 

primary reason small businesses fail. Management errors and shortcoming (cover 

1933), managerial inexperience and incompetence( Dunn And Bradstreet) and poor 

management Performance (Williams 1987) have, over many years, been identified as 

major contributors to business failure[39,47]. 

Clearly, management incompetence and shortcomings are fatal in the small business 

environment, where the decisions of one or two managers are critically important for 

the success of the organisation. "Management errors and incompetence', however, 

disguises a range of problems which will need to be examined some detail later. 
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The literature suggests that distinction can be made between successful and failed firms 

on the basis of managerial skills, experience and knowledge(Mayor and Goldtein, 

1961; Foreland and Morris, 1976; Williams, 1975 and 1982). 

Poor management skills are the result of a lack of managerial or supervisory 

experience and low levels of education. Naturally, the impact of the lack of these skills 

is felt in all areas of business operation including staffing, budgeting, planning , and 

service delivery. 

For the majority of small business owners, it is manifested most clearly in poor 

accounting and record keeping, and in many cases, accounts are nonexistent. In 

others, they are so far behind or badly done as to be useless for planning or budgetary 

purpose. 
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Table 6-7. Reasons for small business failure 

Rank causes of failure firms 

number % 

1 Financial management & liquidity 1811 32.09 

Management incompetence , inexperience 824 14.09 

Inflation and economic conditions 701 12.42 

poor books and records 692 12.26 

Sales/marketing problems 607 10.75 

Staffing problems 510 9.03 

Union problems and 'interference' 350 6.19 

Failure to seek and use external advice 151 2.68 

total 5646 100.00% 

Williams[ 1987] has undertaken the most thorough examination of small business 

success and failure in Australia(47). His research has sought to probe beneath the 

surface of cause of business success and failure, and to flesh out the meaning of 

managerial incompetence or error and reasons for it. He identified eight factors which 

influence small business success and failure. These include financial management and 

liquidity, management incompetence and inexperience, inflation and economic 

conditions, poor books and records, sales and marketing problems, staffing problems, 

union problems and interference and failure to seek and use external advice. The 

importance of these factors is summarised in Table 6-7 above. 
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Majority of these factors relate to internal variables and are embodied in the operation 

of the enterprise itself. A number of factors, however, which influence failure or 

success are external to the organisation. The influence of external factors is 

Characterised by the view that there exists a relationship between the size of 

fluctuations in the small business population and the growth of and fluctuations in the 

aggregate economy. It is argued that economic boom and bust create serious 

operating difficulties for small enterprises (Popkin, 1981; Birch and McCracken, 

1981). The literature also identifies specific external factors such as inflation, wages, 

interest rates; and union interference. 

CHAPTER 7. A SURVEY OF CHINESE BUSINESS IN DARWIN: 

PERCEPTION OF CRITICAL SUCCESS FACTORS FOR SMALL BUSINESS 

In chapter 7, the results of survey and interview of 33 Chinese business in Darwin, 

most of which are restaurants and grocery supermarkets, are reported and analysed. 

The Chinese entrepreneurs in Darwin perceive both individual factors(such as 

possession of certain management skills and good charters) and environmental factors( 

such as national and industrial economical environment, government support and tax 

policy) as critical to small business success. 



Methodological Approach 

Many studies of migrant business have been spoiled by high refused rates. Overseas 

Chinese have been wildly reputed to be particularly secretive, and there are few in 

depth studies of them anywhere in the world. For this reason, I adopted a multiple 

snowball approach, relying on personal introductions to lead me for one contact to the 

next. Some firms are that I work for some time. While some surveys through mailing, 

most of them are approaching in person and interviewing the owner/manager. The 

questionnaire survey included two parts. First part is concerned about details of 

business, such as type of business, age of owner/manager, the years of business, and 

owner/manager's birthplace and so on. Second part is that responds were asked to 

identify and rank the factors they perceived as critical for success in small business. 

Several possible factors for success were suggested which I classified into the 

following broad headings referring some literatures[l,49,50,51]: 

good management: the ability to develop and effect good business plans, to 

apply modern managerial methods, to obtain and employ resources 

effectively, to balance traditional obligations with business demand, and to 

accurately keep records and control finances. 

Marketing factors: especially in relation to location, the market and sine of 

demand, good service, customer satisfaction, finding a market niche, 

advertising, and sales promotion skills. 

Level of education and training 
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Satisfactory government support: provision of basic infrastructure, training 

facilities, tax incentives, and protection's against competition from big 

businesses 

Access to finances and level of initial investment. 

Personal qualities and traits such as self-confidence, charisma, perseverance, 

local reputation, and trustworthiness. 

Prior experience in business. 

Political affiliation. 

The research questions addresses by this study are as follows: 

What critical success factors do Chinese entrepreneurs in Darwin perceive as 

necessary for small business development? 

Do entrepreneurs with formal education and entrepreneurs without education 

perceive critical success factors for small business development differently? 

Results 

A sample of 33 small business was selected and interviewed or surveyed. The results 

are summarised in Table 7-1 as following: 
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Table 7-1 profile of the sample of Chinese business in Darwin 

age of years 20-30 30-40 40-50 50- 
owners! number 2 8 19 4 
managers % 6.6 26.4 57.5 13.2 
Birthplaces nations Timor Malaysia China Hongkong 

No. 24 5 3 1 
% 79.2 16.5 9.9 3.3 

Educational Levels PhD Master Bachelor Others 
Level No. 2 1 3 27 

% 6.6 3.3 9.9 89.1 
Business no exp experienced 
Experience No. 5 28 

% 16.5 92.4 
Type of Type Restaurant supermarket Others 
Business No 17 12 4 

% 51.5 36.3 12.1 
Age of year 0-1 1-5 5- 
firm No. 4 3 26 

% 12.1 9.9 78.8 
Employee Worker No 0 1-3 4-5 5- 
No. No. 5 14 8 2 

% 16.5 46.2 26.4 6.6 

Of businesses surveyed in the study, 17 enterprises are restaurants or Chinese 

takeaways; 11 are grocery stores; 5 are others, like cleaning service company, family 

furniture shop, souvenir shop, menware shop and department store. Chinese business 

in Darwin are mainly in retailing industry, hotel!tourist accommodations, fast food, 

and restaurants. Few are in manufacturing , mining and automaton retailer which are 

difficult to entry and need big economic scale. Of the entrepreneurs surveyed in the 

study, 79.2 percent (25/33) were bored in Timor; 16.5 percent (5/33) in Malaysia and 

9.9 percent(3!33) in P.R. China. Only half entrepreneur ( couple owned the business) 
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was born in Kampuchea. It is strange that no entrepreneurs in this study were born in 

Vietnam, because Vietnam are same Timor Chinese as refugee coming to Australia. 

Most of entrepreneurs were in their 30-50, near to 8o percent. Near to sixty three 

percent of entrepreneurs were in their 40-50 years; 26.4 percent in their 30-40 years; 

13.2 percent in their over 50 years; and 6.6 percent in their 20-30 years. 

The overall educational level of the entrepreneurs was found to be above the national 

average[29,47]. Almost 90 percent of the respondents had gone through the formal 

school system at one level or the another. Almost everyone spoke fluently in English. 

Of this, 80 percent were primary school or high school graduates, and the remaining 

18 percent had gotten Bachelor degree or post degrees, two PhD, one Master and 

three Bachelor. Of degrees, 2 entrepreneurs' degree were related to business 

management. The entrepreneurs from China and Malaysia were with higher 

educational level than others, especially from Timor. The entrepreneurs from Timor 

attributed this to the war in about 1975. Because of this war, they lost a chance to go 

to University. A majority of the Chinese entrepreneurs started their business from 

scratch and bought their business from others. The reasons given for going into 

business were diverse. The common reasons, listed in order of importance according 

to the entrepreneurs, included: Getting a job and independence, economic reasons (to 

earn more money), hope of duplicating another person's success; pressure/desire to 

meet traditional family and communal obligations. 

Only 16.5 percent of the entrepreneurs were found to have no previous business 

experience, 30 percent had business experience but unrelated to their present business 
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interests, and the remaining 53.5 percent had prior experience in their present line of 

business (a majority of them were in restaurant and takeaway). Eighty five percent of 

the enterprises were sole proprietorships, 10 percent were corporations, and 5 percent 

were partnerships. A majority of the business, 67 percent, employed 1-5 workers, 1-3 

workers 42% and 4-5 workers 25%. 9% of the business were not employed workers 

and 6% were employed more than 5 workers. Sixty percent of the enterprises were 

started with founds provided solely by their owners, 15 percent from funds secured 

from the banks, and 25 percent from other sources. Nearly eighty percent of the 

businesses' age were more five years, quite lot of them more than 15 years. 9% of 

them were 1-5 years, and 12 percent of them were less one year. According to 

literatures mentioned before, this means that most of Chinese business were in stable 

and successful stage[58]. 

Respondents were asked to identify and rank the factors they perceived as critical for 

success in small business were suggested which I classified into 8 broad headings. 

Results are presented in Table 7-2, ordered from the highest to the lowest in overall 

mean importance score. From the respondents' ranking, the following factors are high 

on the critical list: good management, marketing factors, personal qualities and prior 

experience in business. 



Table 7-2 

CRITICAL SUCCESS FACTORS 

(Data are mean responses to Five Choice Likert scales: 

5=critical, 1=unimportant; order most to least critical) 

Formal Non-formal 
education education 

mean S mean S2 

Factor overall mean (n=6) (n2=27) t 

good 
management 4.30 4.25 0.187 4.35 0.177 1.24 
Marketing 

factors 3.70 3.45 0.87 4.24 0.962 1.85 
Personal 
Qualities 3.67 2.20 1.43 4.35 1.52 3.17*** 

Prior 
experience 3.65 3.35 1.82 4.48 1.72 1.51 

Level of 
education and 

training 3.52 2.70 1.54 4.75 1.51 2.82*** 

Access to 
finance and 

levelof initial 3.30 2.55 1.50 4.51 1.54 2.83*** 
investment 

Government 
support 3.30 3.00 1.10 3.75 1.00 1.63 
Political 

affiliation 3.05 3.25 0.43 2.75 0.46 2.44 

T-test 

The hypotheses are 

H0: u1 u2  

Ha: u1#u2  
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where u1  represents the mean gotten from people with formal education and u2  

represents the mean gotten from people with non-education. 

The test statistics t is next computed. It is 

t= ( X1 2)/(S12  In + S22 in2 )112  

where X 1 S1  and n1  are respectively the sample mean, the sample variance and the 

number of items from having formal edcation population; X21  S2  and n2  are the 

respective values corresponding to the having non-formal education population. The 

critical values for a two-tailed test where a=0.01 are t =±2.80. 

According the t-test decission rule 

Accept H0  if It I >2.80 

Reject H0 if I tl<2.80 

the results were showed in table 7-2. 

Difference in perceptions based on having a formal education versus non-formal 

education were found in three of the critical success factors: personal qualities(t=3. 17, 

p<O.Ol); level of education and training(t=2.8, p<O.Ol); and Access to finance and 

level of initial investment(t=2.83, p<O.Ol). Respondents without formal education had 

substantially different views from the majority with formal education, consistently 

rating each of these factors higher. 

Discussion 

W. 



To reiterate, overall the four most critical success factors were perceived to be good 

management, marketing factors, personal qualities, and prior experience. This view of 

the importance of marketing factors is consistent with the situation of strong 

competence in restaurant, fast food industry and retailing industry in Darwin. Chinese 

restaurant and takeaway are facing to strong competition inside and outside. There are 

too many Chinese restaurant and takeaway. Some owners of Chinese restaurant and 

takeaway told me that there are more people running restaurants and take away than 

people eating Chinese food, and they saw the weekly markets (in Midi Bach, Rapid 

Creek, and Parap) with their low overhead, high turnover business as his toughest 

competitor. The big cheap fast food chains such as Red Rooster, Colonel Sanders, 

Hungry Jack's, Sizzler, and popular Kentucky Fried Chicken and Mcdonald's are 

another toughest competitors. As these fast food chains were opening one by one 

after 1989, Some richer owners of Chinese restaurant and takeaway had wisely 

diversified or change into a small well-stocked Supermarkets. But as the giant 

supermarkets like Coles, K-mart, Woolworth , Big-W and Rainbows and so on are 

spreading in suburbs of Darwin, and these companies have adopt extended trading 

hours -even 24 hours trading since 1992, The turnover of grocery stores sharply 

declined . Therefore the owners of grocery stores diversify their stock into fresh 

vegetables and Asian food and so on and value the customer service and try to find a 

market niche to maintain their marketing share. It is not difficult to understand why 

The Chinese entrepreneurs in Darwin perceived marketing factors as critical factors for 

small business success. Because of so strong competition within industry, It is not 

surprising that Chinese entrepreneurs view good management, personal qualities and 

prior experience as most critical factors for business success. These factors were also 



found to be perceived as critical by entrepreneurs in Jamaica(Huck and McEwen 

199 1)[49], as well as in Singapore(Gosh, Kim, and Meng 1993) [1] and in Ecuador, 

where the shortage of managerial talent is blamed for limited small business 

development there(Bush 1989)[481. The same Jamaican and Singapore entrepreneurs, 

as well as entrepreneurs in the United States(Hess 1987 and Herbert 1989)[51], 

postulated marketing factors (such as good service, customer satisfaction, finding a 

market niche, advertising , and sales promotion) as the most critical elements in small 

business success. 

There is an observed difference between the views of the entrepreneurs without formal 

education and with formal education concerning the importance of three factors critical 

to small business success: (1) level of education and training; (2) Prior experience in 

the business; and (3) personal qualities. Those entrepreneurs without formal education 

rated these factors more highly. As stated earlier, the entrepreneurs surveyed are 

generally better educated than the average of the population. However, there were a 

few that had little education. Some of them in this group had little family background 

in business and not much general business experience. For this, education would 

compensate for this lack of experience, enabling them to deal with business problems 

and run more sophisticated but profitable businesses. 

Conclusions 

The views of Chinese entrepreneurs in Darwin on the critical success factors for small 

business are given in this study. The entrepreneurs believe that both individual 
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factors(such as possession of certain skills and good character) and environmental 

factors(such as government support, tax policy, and national economic and industrial 

economic environment) are critical to small business success. 

CHAPTER 8. THE NATURE OF ENTREPRENEURSHIP 
AND SMALL BUSINESS[38,52,53] 

The affluence of a nation may be judged by its ability to produce useful goods and 

services and to distribute them widely throughout the population. The question arises, 

what factors undergird the process of building economic wealth? Some countries, 

notably several in Western civilisation, have built a wealthy economy, while others, 

even though they have comparable climates and resources in raw materials, have not 

achieved similar success. Historians and economists have not always agreed on the 

sources that stimulate the drive toward national wealth. One consistent theme appears 

in the literature on the wealth of nations, however; it points to a special class of 

individuals who have been the initiators of economic growth. These persons are 

known as entrepreneurs[37. 

Entrepreneurship in Historical Respective 

Entrepreneurs, in the modern sense, are the self-starters and doers who have organised 

and built successful enterprises since the Industrial Revolution. These early 

entrepreneurs were characterised by restlessness and abounding energy. Few had 

money, and none came from nobility. They emerged from the lower middle classes, 

driven by impelling need to convert dreams and innovative ideas into actuality. Their 
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major objectives were growth, enlargement of their organisations, and investment for 

its own sake. 

The early English industrial entrepreneurs demonstrated a key ingredient of the 

enterprising personality-an innovative spirit. Joseph A. Schumpeter, the respected 

economist, placed special emphasis on the concept of innovation as being the criterion 

that distinguishes entrepreneur from other forms of endeavour. Those who lead 

enterprises he called entrepreneurs. He further sharpened his definition by stating that 

nobody is an entrepreneur all the time; one behave as an entrepreneur only when 

carrying out innovation. It is this characteristic that distinguish the enterprise from 

many other forms of human endeavour and that produces profit for the enterpriser. To 

be continuously successful, entrepreneurs must be continuously creative. They must 

introduce improvements and new produce or services from time to time to prevent the 

inroads of competition. 

Characteristics of entrepreneurs 

The history of entrepreneurship indicates that entrepreneurs share common origins and 

common characteristics. Entrepreneurs, as described by many writers who have 

studied their personal characteristics, seem to possess many similar traits. Among 

these are a high level of energy, a desire to become involved in innovative adventures, 

a willingness to assume personal responsibility for making events occur in preferred 

ways, and a desire for achievement for its own sake and an optimistic attitude and a 

belief in the future. 
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The penetrating studies of the enterprising personality by David C. Mcclelland(1987) 

and his associates have led to a much clear understanding of the characteristics of 

entrepreneurs. The following paragraphs surnmarise McClelland's findings.[55] 

Innovative ability Innovation requires searching for new opportunities. That may 

mean improving an existing product or service, creating a new product or service, or 

combining existing elements of products or services in newer and more useful ways. 

Tolerance for ambiguity Tolerating ambiguity implies an ability to deal with the 

unstructured and unpredictable 

The need for Achievement This need can be defined as a want or drive within the 

person that motivates behaviour toward accomplishment. Accomplishment, defined in 

an entrepreneurial context, is the fulfilling of a goal embodying a reasonable challenge 

to the individual's competence. 

Desire for Responsibility entrepreneurs desire personal responsibility for 

accomplishment, they prefer to use their own resources in their fashion in working 

toward goals and to be accountable personally for results. They will, however, 

perform well in a group as long as they can personally influence the results in some 

specific way. 

73 



Preference for Moderate Risks Entrepreneurs are not gamblers. They prefer to set 

goals that require a high level of performance, a level that they believe will demand 

exertion but they are confident they can meet. 

Perception of Probability of Success Confidence in ability to achieve success is a 

significant quality of entrepreneurial personalities. 

Stimulation by Feedback Entrepreneurs are stimulated to higher levels of 

performance by learning how effective their efforts are as the task progresses. 

Energetic Activity Entrepreneurs exhibit a much higher level of energy than the 

average person. They are active and mobile and are engaged a high proportion of the 

time in novel ways of getting the task done. They tend to be acutely aware of the 

passage of time. This awareness stimulates them to energetic engagement with their 

work. 

Future Orientation Optimistic oriented toward the future, entrepreneurs plan and 

think ahead. 

Skill in Organising Entrepreneurs show unusual skill in organising both work and 

people for achieving goals. 

Locus of Control Shapero's(1975) show that one important personality dimension of 

entrepreneur is the degree to which they think they can affect the world around 
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them. [56] In psychological words this is known as the locus of control. People who 

are external believe that the rewards in life come from forces outside themselves-luck, 

fate, or powerful others to whom they relate in some way. At the other end of the 

spectrum are people known as internal who believe they can influence event to their 

own good or detriment. They seek independence and autonomy and they rely on their 

own resources to achieve these ends. Most fit somewhere between these extremes. 

Very successful entrepreneurs tested for locus of control scored as high internals. 

Characteristics of Successful Entrepreneurs 

In an attempt to reach a better understanding of the psychological characteristic of the 

successful entrepreneur, John A. Hornaday and John Aboud(1975) used objective 

tests[57]. The results of their studies showed that compared to the population at 

large, entrepreneurs are significantly higher on scales reflecting need for achievement, 

independence, and effectiveness of their leadership. They are low on scales reflecting 

need for support by others. 

Williams'(1987) research identifies a rang of psychological factors of owners/managers 

which influence success or failure of small business(47). 

Managers with strong work orientation and an aggressive interpersonal style tended to 

be more successful than those with a people-orientation and more compliant 

interpersonal style. 
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Small business people who had a high tolerance to ambiguity and decisions under 

conditions of uncertainty, not by taking excessive risks or being excessively risk-

averse, were found to have superior entrepreneurial performance. 

Small business people with "a disposition to approach success" or high task and 

achievement motivation were also found to be more successful than those without such 

motivation. 

Chapter 9. Factors to successful small business [26,38,52,53] 

Up to this point we have emphasised the "problems" of being a small business and the 

reasons why some small enterprises fail. However, it is just as important to know why 

a business succeeds as to know why it fails. 

In essence, a small business succeeds in direct proportion to its highly motivated 

owner's possession of certain talents of modern business operation. These include (1) 

alertness to change, (2) ability to adjust or to create change oneself, (3) ability to 

attract and hold competent workers, (4) 180 vision with respect to operating details, 

and (5) acknowledge of the market- one's customers and their needs. 

Prerequisites for success in business 
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Having considered the causes of failure , is now possible to formulae certain of the 

prerequisite for success. In contemplating any business venture, it is desirable to 

consider the factor that are essential for survival and growth. 

Existence of Business opportunity 

The first prerequisite for business success is the existence of a real, not merely an 

apparent, business opportunity. This means that the firm must sell goods and services 

needed and desired by the public. It also requires enough customers who are willing to 

buy at a price and in sufficient volume to permit continuing profitable operation. 

Obviously, a small entrepreneur must verify the pubic need for his goods and services. 

First, this involves the measurement of sales potentillas as various prices to certain 

both the magnitude and the degree of elasticity of demand. Second, an evaluation 

should be made of how much sales can be expanded through advertising. The 

prospective business man must also demonstrate that the number of existing firms is 

too small to serve the present demand efficiently. Favourable findings of this kind tend 

to guarantee the existence of a real business opportunity. 

Management ability and background 

The second prerequisite for success in both large and small firms is real management 

ability on the part of the manager or management team. Concretely, this means skill in 

handling men, money, and inventories, along with the ability to formulate wise policies, 

select proper methods, merchandise aggressively, and create good relationship with 

employees, customers, and the general public. A minium of three years' experience in 
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the given line, or a closely related line, is recommended. Preferably some time should 

have been spent in a management capacity. 

Experience should be supplemented by adequate formal training in business 

administration. Training and experience make it possible for the small entrepreneur, as 

well as for the big business exceptive, to know tax angles, insurance needs, 

relationships to regulatory agencies of government, and the labor laws currently in 

force that apply to this business. They acquit him with operating and office methods 

and procedures, the need for adequate records and reporting systems, the meaning and 

the proper use of various controls afforded by accounting and statistics, and the 

importance of participation in civic affairs. By experience, the entrepreneur becomes 

conversant with trade practices and customers, including standard business papers used 

in business transactions. He learns also about equipment care and replacement, how to 

control expense, and how to solve personal problems. 

Adequate capital and credit 

Another requirement for success is adequacy of capital and create, together with a 

knowledge of how to use both properly in financing operations. It has been 

recommended previously that equity capital be 60 percent of total capital, or more , in 

the average small business . Working capital, at the inception of operations, should be 

sufficient to assure continuing operations for six months and preferably for twelve 

moths. It requires some time for most new businesses to being to show a profit, and 

thus provision must be made for an early no-profit period. In a small enterprise, initial 
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capital or savings must also be sufficient to profit. This may require from 6 to 24 

moths. 

Modern Methods 

Another prerequisite for business success, closely related to that of management 

ability, is the use of modern methods, research, and a scientific approach to solution of 

the problems of the business. Many small businessmen feel that the use of such 

methods is precluded but their high cost. Actually, the reverse is true. It is the high 

cost of antiquated methods and of lack of research that makes modern methods and 

scientific approach imperative in every business. Merchant pools may be set up to 

engage in market research collectively. The chamber of commerce initiated studies and 

then make the results available to members. Private research organisations also are 

available. The small entrepreneur can keep abreast of new development by reading 

trade literature and by talking to sales representatives who call on him. New materials, 

new equipment, scientific construction of advertisements, market research, sales 

planning for selective selling, integrated data processing, budgets and the like are all 

available. 

Insurance for Measurable risks 

A final prerequisite for business success is the identification of all possible business 

risks and the carrying of adequate insurance covering all those that are instable. 

Business operations should not be a gamble; hence, there is a need for all pertinent 

forms of insurance. 
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Basing on characteristics of small business and successful entrepreneurs discussed 

before and the analysis of reasons of failure and bankruptcies of small business, the 

successful small business management can be concluded as follow: 

Planning is Everything. 

First and foremost, short-term and long-term planning are necessary to succeed. The 

planning process generates questions and requires answers. General Eisenhower was 

often quoted as saying the plan itself is nothing, but planning is everything. Synergism 

in planning is achieved when different skill and professions are brought into the 

process.. Through planning, various assumptions can be made about the future and 

courses of action can be developed to deal with those assumptions, should they 

materialise. 

Growth is essential. 

As general rule, a firm must continue to grow to survive. A company will undergo 

many changes. A difference size is only one of these. If the industry is growing, the 

company probably must also grow or be left behind. Larger markets require greater 

productivity. Greater productivity requires greater capacity, which requires greater 

resources. If the technology is changing, the company must change to keep up with 

the competition. This could mean a reduction in personnel and an increase in capacity. 

If the market is changing, then the methods of serving the market, or identification of 
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new products to satisfy the market, must be determined. A plan for long-term growth 

is plan for long-term success. 

Projection are critical. 

As mentioned earlier, poor financial planning will result in undercapitalised situations 

and possible cash deficiency. The firm with an orientation toward success will know 

(1) when additional capital is needed, (2) at what levels, and (3) how it will be 

obtained. Properly prepared cash budgets will correlate the timing of cash 

expenditures and cash infusions with the peaks and valleys of cash earnings from 

business. 

Focusing is Mandatory. 

Everyone, from top management down, must focus on the customer and maintain 

customer satisfaction. Wether one believes in these principles or not, the hard, cold 

facts are that if the customer does not buy the product or service, the longevity of the 

business will be vary short! The customer should see the transaction as an easy and 

pleasant experience. The customer must perceive value in their purchase. 

Change is Crucial. 

Businesses change. And society changes- in the way it thinks, dresses, acts, and 

consumes. The successful business will move in synch with change or be the innovator 

of change, but will seldom be successful if constantly trying to catch up. 
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CONCLUSION 

The paper set up a argument what are the critical factors which influenced the failure 

and success of small business through two approaches: one is the descriptive 

approach-characteristics of a successful entrepreneur and the other is the prescriptive 

approach- characteristics of a successful enterprise. An innovative spirit and ability was 

recognised as the most important personalty ingredient of a successful entrepreneur; 

other characteristics were significantly higher on scales reflecting need for 

achievement, independence, and effectiveness of his/her leadership. The existence of 

business opportunity, management ability and modern management were recognised as 

prerequisites for success in business; planning everything in advance and managing 

growth well were very important factors of successful management of business. 

First, the paper looked into the importance of small business to Australian and North 

Tenitory Economises well as to Chinese in Darwin. There were around 850,000 small 

private sector businesses in Australia in 1993-1994, employing 2.9 million people. 

Small businesses account for approximately 97 percent of all private businesses, and 51 

percent of all private sector employment. The Small business sector's contribution to 

GDP value added was about 76.2 percent. In Northern Territory, there were 5700 or 

93 percent of businesses being small business, employing about 45 per cent of the 

workforce, of which retail trade employed about two thirds. Most of Chinese 

businesses in Darwin also are small business like restaurant-takeaway, grocery 

supermarkets and other retailing shops. Small business is acknowledged as a vital and 
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significant sector of the Australian and northern Territory economies. Small business 

performance is recognised world-wide to be key to general national economical goals. 

Second, the paper analysed the characteristics of small businesses as well as their 

competence advantages and dis- advantages. The smallness and the determination 

influence of the ability and talents of owners/managers on small business are the basic 

characteristics of small businesses. These raise so much difference between small firm 

management and big firm management that the management of small business is almost 

unique. Small businesses are disadvantage in scale economies. But because of the 

rapid development of information technology, transportation technology and 

communication technology as well as relatively small and geographically fragmented 

Australian domestic markets, there were studies showing that scale economies have 

declined in importance in productivity growth. It is a trend that the small business and 

big businesses coexist in modern economies. The small businesses with the 

characteristics of smallness and flexibility are with strong competence advantage in 

such activities as supplying goods made to order-jobbing, non-manufacturing activities 

and so on. 

Last, the paper analysed and discussed the critical factors to successful small business. 

The paper analysed the reasons of small business failures. Although there were so 

many surface causes of business failures, incompetence, inexperience of management 

and a lack of skills in management still was the most important basic cause of failures. 

The paper conducted a survey of perception of 33 successful Chinese entrepreneurs 

in Darwin on the critical factors for small business success. Of the sample of 33 
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Chinese enterprises in Darwin, 17 enterprises were restaurant and takeaway, 11 

grocery supermarkets and 5 other kinds of shops. The demographic characteristics of 

the sample of Chinese enterprises were as following: nearly 83 per cent of 

entrepreneurs were in their 30-50 years old; 76 per cent were Timor Chinese; 88 

percent of enterprises were established more than 5 years; most of enterprises (93) 

employed less than 5 people. The Chinese successful entrepreneurs perceived good 

management, marketing factors, personal quality and prior experience as critical 

factors for small business success. (3) The paper discussed the characteristics of 

successful entrepreneurs. An innovative spirit and ability was an very important 

personality ingredient of entrepreneurs. The significantly higher on scales reflecting 

need for achievement, independence, and effectiveness of their leadership were 

recognised as characteristics of successful entrepreneurs. (4) The paper also 

discussed basic factors for an enterprise success. Existence of business opportunity, 

management ability and applying modern management method are recognised as 

prerequisites for success in business. Planning everything in advance and managing 

business growth well were recognised as very important factors of successful small 

business management. 

Basing on above all, it easily can be seen that if Government offer more training and 

learning of business management to owners of small business, the performance of small 

business sector will be much improved; If the owners/managers of small business sharp 

their managerial skills and ability, they can enhance their competence in their business. 
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The environmental factors (external factors) are also with strong influence on the 

performance of small business, like world-wide and nation-wide economical 

fluctuating, government policy, tax policy, the access to consultancy service and 

finance and so on. Because of limitation of time, this paper had to focus on internal 

factors which are influenced the performance of small business. 

Because of lack of official profile and data on Chinese business in Darwin, it is 

difficultly to identify Chinese business. The sample of survey of Chinese business was 

also not big enough. The statistical error was inadvisable. Because of limitation of 

time, it is pitiful to lack of comparative analysis of the perceptions of Chinese 

entrepreneurs with white Australian entrepreneurs. 

The further research should be suggested to look into more detail and in depth in this 

issues. The author wish this paper and further research proved to be helpful for people 

who are going to small business and who have been in small business as well as the 

people who do research and education of small business. 



APPENDIX 1 THE QUESTIONARE OF THE CRITICAL 

FACTORS TO SMALL BUSINESS SUCCESS 

This investigation is for MIM student of Northern Territory University to do 

graduation dissertation. Your help and cooperation in this investigation would be 

appreciated. 

I. Please, answer the following questions: 

How old are you? 

What is your birthplace? 

what is your highest edcational level? 

Have you run business by yourself before this current business? 

What is your business? 

How long have you run the current business? 

How many worker do you employ? 

How did you start your business? 

II. What are, you think , the critical factors to small business success? Please, tick the 

proper numer. 5 represents most critical; and 1 represents unimportant. 

Do you think "good management" is the critical factor to business success? 

5 4 3 2 1 

Do you think "marketing factors" are critical factors to business success? 

5 4 3 2 1 
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Do you think "personel qualities" are critical fators to business success? 

5 4 3 2 1 

Do you think "prior experience of business" is a critical factor to business success? 

5 4 3 2 1 

Do you think" the level of education and training" is a critical factor to business 

success? 

5 4 3 2 1 

Do you think "the access to finance and level of innitial investment" is a critical 

factor to business success? 

5 4 3 2 1 

Do you think "the political affiliation" is a critical factor to the business success? 

5 4 3 2 1 

Thank you 
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