Document généré le 20 avr. 2024 08:33

Management international
International Management
Gestion Internacional

Management
international

International Management
Gestion Internacional

Canadian SMES in the Tourism Sector: A Taxonomy of

Owner-Managers

PME canadiennes dans le secteur du tourisme : une taxonomie

des dirigeants-propriétaires

Pymes canadienses en el sector turistico: una taxonomia de los

dirigentes-propietarios

Mihai Ibanescu, Gabriel M. Chirita, Christian Keen et Luis Cisneros

Volume 23, numéro 4, 2019

URI : https://id.erudit.org/iderudit/1066078ar
DOI : https://doi.org/10.7202/1066078ar

Aller au sommaire du numéro

Editeur(s)

HEC Montréal

Université Paris Dauphine
ISSN

1206-1697 (imprimé)
1918-9222 (numérique)

Découvrir la revue

Citer cet article

Ibanescu, M., Chirita, G. M., Keen, C. & Cisneros, L. (2019). Canadian SMES in the
Tourism Sector: A Taxonomy of Owner-Managers. Management international /
International Management / Gestion Internacional, 23(4), 176-188.
https://doi.org/10.7202/1066078ar

Tous droits réservés © Management international / International Management
/ Gestion Internacional, 2019

Résumé de l'article

Dans le secteur du tourisme, les dirigeants-propriétaires ont des
caractéristiques distinctives et leurs PME font face a des défis uniques. A partir
de focus-groups et de questionnaires, nous explorons les caractéristiques des
dirigeants-propriétaires canadiens de PME touristiques. Nous avons développé
une méthode pour classer les dirigeants-propriétaires basée sur leur
propension a investir et a renouveler leurs offres; ainsi que sur I'évolution de
leurs bénéfices. L’application du two-step multidimensional cluster analysis a
fait émerger six catégories de dirigeants-propriétaires: Style-de-vie,
Procrastinateurs, Moissonneurs, Parieurs, Batailleurs, et Performants. Nous
analysons ces catégories et proposons des recommandations.

Ce document est protégé par la loi sur le droit d’auteur. L’utilisation des
services d’Erudit (y compris la reproduction) est assujettie a sa politique
d’utilisation que vous pouvez consulter en ligne.

https://apropos.erudit.org/fr/usagers/politique-dutilisation/

erudit

Cet article est diffusé et préservé par Erudit.

Erudit est un consortium interuniversitaire sans but lucratif composé de
I'Université de Montréal, 'Université Laval et I'Université du Québec a
Montréal. Il a pour mission la promotion et la valorisation de la recherche.

https://www.erudit.org/fr/


https://apropos.erudit.org/fr/usagers/politique-dutilisation/
https://www.erudit.org/fr/
https://www.erudit.org/fr/
https://www.erudit.org/fr/revues/mi/
https://id.erudit.org/iderudit/1066078ar
https://doi.org/10.7202/1066078ar
https://www.erudit.org/fr/revues/mi/2019-v23-n4-mi04989/
https://www.erudit.org/fr/revues/mi/

Pour citer cet article : IBANESCU, M.; CHIRITA, G.M.; KEEN, C. & CISNEROS, L. (2018). Canadian SMEs in the Tourism Sector:

A Comprehensive Taxonomy of Owner-Managers. Management international, 176-188.

Canadian SMES in the Tourism Sector: A Taxonomy

of Owner-Managers

PME canadiennes dans le secteur du tourisme : une
taxonomie des dirigeants-propriétaires

Pymes canadienses en el sector turistico: una taxonomia de los
dirigentes-propietarios

MIHAI IBANESCU

Institut d’Entrepreneuriat
Bangque Nationale /
HEC Montréal

ABSTRACT

In the tourism sector, owner-managers
have distinct characteristics. SMEs face
unique challenges for growth. This study
explores the characteristics of Canadian
owner-managers of tourism SMEs. We con-
ducted a research based on focus groups and
questionnaires. We developed a method of
classifying these owner-managers consid-
ering their propensity to invest and renew
their offerings and the evolution of their
firms in terms of profits. A two-step multi-
dimensional cluster analysis gives us six
categories of owner-managers: Lifestyles,
Procrastinators, Harvesters, Gamblers,
Strugglers, and Performers. We explain these
categories and discuss recommendations.

Keywords: taxonomy, owner-managers,
tourism SMEs

RESUME

Dans le secteur du tourisme, les dirigeants-
propriétaires ont des caractéristiques dis-
tinctives et leurs PME font face a des défis
uniques. A partir de focus-groups et de ques-
tionnaires, nous explorons les caractéris-
tiques des dirigeants-propriétaires canadiens
de PME touristiques. Nous avons développé
une méthode pour classer les dirigeants-pro-
priétaires basée sur leur propension a investir
et a renouveler leurs offres; ainsi que sur
I’évolution de leurs bénéfices. Lapplication
du two-step multidimensional cluster analysis
a fait émerger six catégories de dirigeants-
propriétaires: Style-de-vie, Procrastinateurs,
Moissonneurs, Parieurs, Batailleurs, et
Performants. Nous analysons ces catégo-
ries et proposons des recommandations.

Mots-Clés : taxonomie, dirigeants-proprié-
taires, PME touristiques
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Université de Québec Université McGill Institut d’Entrepreneuriat
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RESUMEN

En el sector turistico, los dirigentes-propie-
tarios tienen caracteristicas distintivas y sus
Pymes se enfrentan con desafios tinicos para
crecer. Realizando focus-goups y aplicando
cuestionarios, este articulo explora las carac-
teristicas de los dirigentes-propietarios cana-
dienses de Pymes turisticas. Se desarrollé un
nuevo y practico método para clasificar los
dirigentes-propietarios basado en su propen-
sién a invertir y a renovar la oferta; asi como
en la evolucion de sus empresas en términos
beneficios. Aplicando el two-step multidi-
mensional cluster analysis se dentificaron seis
categorias de dirigentes-propietarios: Estilo-
de-vida, Procrastinadores, Cosechadores,
Apostadores, Luchadores, y Alto-rendimiento.
En el articulo se analizan las categorias y se
discuten algunas recomendaciones.

Palabras Clave: taxonomia, dirigentes-
propietarios, Pymes turisticas

Tourism is an important industry in terms of its direct and
indirect contributions to GDP. This sector generated 9.8%
of global GDP (World Travel and Tourism Council, 2016). With
its growth of 2.8%, it has outpaced that of the global economy
(2.3%) since 2010. Its economic development, significant social
benefits and spillover effects has been highlighted by several
authors (Chou, 2013; Kokkranikal and Morrison, 2011; Pro-
enca and Soukiazis, 2008). In this sector, SMEs are the most
common type of businesses (King, Breen and Whitelaw, 2014),
but research on tourism SMEs (T-SMEs) is limited (Morrison,
Carlsen, and Weber, 2010; Thomas, Shaw, and Page, 2011), and
this is especially true for T-SME owner-managers in Canada
(Getz, Carlsen, and Morrison, 2004).

Tourism activities play an important role in the Canadian
economy (Bédard-Maltais, 2015), account for approximately 9%
of overall GDP and provide over 1.6 million (9.1%) of jobs in
Canada (Statistics Canada, 2012). Currently, 99.9% of Canadian

tourism businesses are SMEs, 98% of these have fewer than 100
employees (Bédard-Maltais, 2015). Quebec accounts for 25%
of the T-SMEs. That said, there is still no common definition
among federal and provincial agencies for a T-SME (Canadian
Tourism Council, 2014). Even in the literature, there is a debate
about the definitions of the T-SME (Morrison, Rimmington
and Williams, 1999; Thomas et al., 2011).

In this research, we use Pierce’s (2011, p. 2) definition, i.e., an
SME is “a business with fewer than 500 employees and less than
$50 million in annual revenues.” Tourism SMEs are businesses
that meet above SME criteria and operate in the tourism indus-
try (Accommodation, Transportation, Travel Services, Food
and Beverage Services, Recreation and Entertainment)”. SMEs’
characteristics include the centralization of management deci-
sions, alow level of labor specialization, and having an informal,
implicit, even intuitive, short-term strategy (Julien, 1994 and
1998, Torres, 2004a). T-SMEs are particularly influenced by the
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lifestyle (Shaw and Williams, 2004) and values (Di Domenico,
2005) of their owner-manager. These managers look for utility
maximization based on a compromise between quality of life
and income goals (Dewhurst and Horobin, 1998).

Canadian T-SME:s differ from other SMEs (Pierce, 2011)
as they are more likely to innovate with products, tend to be
younger and more growth-oriented, have higher growth rates
than other types of SME (Bédard-Maltais, 2015), and yet have
lower than average profit margins due to higher expenses.
Importantly they engage in international business by making
foreigners spend in Canada, fostering cross-border labor flows,
innovation, and growth (Cohen, 1988; Hovhannisyan and
Keller, 2015; Page and Getz, 1997), and helping deal with the
pressures of globalization (Croes, 2010; Sinclair-Maragh, and
Gursoy, 2015; Temiz and Gokmen, 2014).

However, T-SMEs face difficulties in financing, being per-
ceived as riskier than SMEs in other industries (Pierce, 2011).
Obtaining financing thus is an obstacle to improving, mod-
ernizing, and expanding operations for these firms. Until
recently, little attention has been paid to T-SMEs’ growth
(Bridge and O’Neill, 2008; Shaw and Williams 2004). However,
seeing T-SMEs “as the economic lifeblood of the sector” (Civre,
Gomezelj Omerzel, 2015, p. 324), policy-makers have turned
their attention to this sector.

Hence, while investigating the T-SME owner-managers,
we analyzed the growth potential and sustainability of their
companies, and examined the complexity of their investments,
innovativeness and use of external funding, and their perceived
economic performance. These analyses provided the framework
by which owner-managers were classified in this research. Our
taxonomy is based on a study conducted in the province of
Québec. Our paper is structured as follows. The first section
presents the theoretical framework as well as some existing
taxonomies and typologies of T-SMEs. The second section
covers the methods used to collect data and explains how the
six specific T-SME clusters were identified. The third section
describes the six T-SME clusters and discusses our proposal in
relation to some existing theories. The final section presents
our conclusions and the limitations of this study.

Literature Review

Classifications (i.e., “ordering entities into groups or classes by
their similarities”, Bailey, 1994) aid in our understanding of how
the world works, in identifying its mechanisms, in explaining
evolutions, and lastly, in making predictions. The two main types
of classifications used are: 1) typologies, top-down, theory-driven
classifications, and 2) taxonomies, bottom-up, data-driven clas-
sifications. Typologies describe ideal types representing unique
combinations of elements’ attributes (Doty and Glick, 1994). They
require validation against empirical data. Taxonomies attempt
to separate elements of a group into subgroups to come up with
an exclusive subgroup using “a series of hierarchically nested
decision rules” (Doty and Glick, 1994, p. 232), and including
all possibilities when taken together. They must be simple and
easy to use (Stewart, 2007). Classification categories used for
the various SME processes include the internalization of small
firms (Aspelund and Moen, 2005), the basics for the technologies
developed, the performance or origin of the start-up and how

it affects firm growth and size (Birley and Westhead, 1994),
commercialization (Libaers, Hicks and Porter, 2010), and the
operational strategies employed (Sum, Kow and Chen, 2004).

Identifying the distinguishing characteristics of T-SMEs
and their owner-managers, a topic of interest in tourism liter-
ature (Heilbrunn, Rozenes, and Vitner, 2011; Koh and Hatten,
2002; Thomas et al., 2011), could help in understanding the
motivations of T-SME owner-managers (Haber and Reichel,
2007; Thomas et al., 2011). Therefore, while T-SME founders
or owner-managers are complex individuals with varied goals
and purposes (Getz et al., 2004), it is both important and pos-
sible to characterize them based on a limited set of criteria.
Owners, managers, entrepreneurs, and policymakers can then
use these classifications to understand the relevant companies’
needs, dynamics, and requirements for growth. Relevant data
can also help in international comparisons.

As SME literature is abundant in classifications, an exhaustive
inventory is outside the scope of this paper. There exist several
typologies, specifically for tourism entrepreneurs, (i.e. Getz and
Petersen, 2005), which identifies lifestyle entrepreneurs and
growth- oriented entrepreneurs. Hence, we have taken this as
our starting point. Additionally, we looked at classifications of
tourism entrepreneurs with respect to certain characteristics
of the tourism sector, and more generally, the service sector.

Many authors (Getz et al., 2004; Koh and Hatten, 2002;
Li, 2008; Thomas et al., 2011) argue that tourism start-ups are
different from non-tourism enterprises because “most touris-
tic offerings are intangible: tourism entrepreneurs, therefore,
experience greater difficulty in testing their offerings before
launch (concept testing versus product testing)” (Koh and Hatten,
2002, p. 32). Additionally, they have “higher service content”
than goods-selling companies. They are also highly affected by
seasonality. Finally, tourism entrepreneurs face greater uncer-
tainty because the buyers must come to the seller’s territory.

Literature on T-SMEs has highlighted the role of lifestyle
as a motivator for owner-managers in establishing a business
(Peters and Schuckert, 2014; Uysal, Sirgy, Woo, and Kim, 2016).
Getz, Calsen and Morrison (2004) state that “what is unique
about the tourism and hospitality industry is that it has held
consistently solid appeal to those individuals seeking to combine
lifestyle, domestic and commercial activity” (p. 29). Lifestyle
motivations predominate in this sector (Getz and Carlsen,
2005; Lashley and Rowson, 2010; Mottiar, 2007; Peters and
Schuckert, 2014). Consequently, the ‘lifestyle business’ concept
has garnered attention in tourism and hospitality literature
(Peters, Frehse, and Buhalis, 2009; Thomas et al., 2011; Peters
and Schuckert, 2014). The tourism sector is particularly appeal-
ing to individuals previously described because of its relatively
low entry barriers, its capacity to accommodate the family, the
fact that it lends itself to lifestyle business models (Carlsen,
Morrison, and Weber, 2008; Peters and Schuckert, 2014), and
that it offers business venture opportunities in attractive loca-
tions (Getz and Carlsen, 2005). Even if it is a “fuzzy” notion
(Markusen, 1999), owner-managers with these motivations
place more importance on achieving a certain lifestyle than on
achieving monetary objectives (Morrison and Teixeira, 2004).
Accordingly, they do not sacrifice their main objective, that is,
maintaining their lifestyle, when making business decisions.
Business decisions of these entrepreneurs are not primarily
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driven by an economic focus, and as such, economic well-being
cannot be the main component of the interpretative schema of
this type of owner-manager (Maitlis and Christianson, 2014).
Dewhurst and Horobin (1998) advance that a “lifestyler” is
more of a consumer than a producer, that is, success for them
is reflected in their quality of life. Shaw and Williams (2004)
disagree with this idea. They state that “lifestylers” could lead
professional companies within a particular lifestyle framework.
Notwithstanding the weight of lifestyle in their motivation,
owner-managers still need to adopt and maintain sound busi-
ness principles to some degree in order to avoid bankruptcy and
closure even though for many of them viability comes second
to lifestyle aspirations.

Bredvold and Skalén (2016) provide a deeper analysis in their
classification of lifestyle tourism entrepreneurs. They disagree
with the “uniform conceptualization” of these entrepreneurs
based on a narrative understanding of their identity. They
propose two axes of “identity construction”, on one end, they
place “social and culturally embedded” and “independent”; on
the other end, they place “flexible” and “stable”. Using these
elements, they identified four types of lifestyle entrepreneurs
(see more details in Table 1).

Koh and Hatten (2002) state that “the tourism entrepreneur
may be defined as a creator of a touristic enterprise motivated by
monetary and/or non-monetary reasons to pursue a perceived
market opportunity legally, marginally, or illegally.... he also
believes he has the ability and skills to undertake successfully
and is willing to assume all the risks and uncertainties asso-
ciated with launching and operating a touristic enterprise.”
(p. 25). They identified nine different types of entrepreneurs
(see more details in Table 1).

Getz, Carlsen, and Morrison (2004) (followed by Morrison in
2008present a typology of “entrepreneur profiles” of owner-man-
agers based on entrepreneurial process and organizational
context. For them, the different types “should not be regarded
as sterile, static, and divorced from each other, as many overlap
and will change and alternate according to respective family
and business lifecycles” (Getz et al., 2004, p. 27). They identified
ten such ideal types (Table 1).

Ferreira, Azevedo and Cruz (2011) introduced a parsimoni-
ous taxonomy of SMEs’ growth in the service sector based on
life-cycle theories and the resource-based view (RBV). Five
different stages in the T-SME (Table 1) were identified.

These classifications focus on different aspects (see more
details on Table 1) of T-SME owner-managers or T-SMEs them-
selves. However, none of these provide explicit information on
the owner-manager’s propensity to invest and renew their offer-
ings, nor about the evolution of their firms in terms of profits.

Methodology

DATA

Data used in this study are sourced from qualitative (focus groups)
and quantitative research (questionnaire survey conducted by

the Ministére du Tourisme du Québec (MdTQ) in collaboration
with HEC Montréal and the Centre de Recherches sur I’'Opinion
Publique (Public Opinion Research Center known as CROP). The
purpose of this previous exploratory research was to understand
the behaviors of T-SME owner-managers, particularly in relation
to investments and funding sources'. T-SME financing has its own
peculiarities that set it apart from the classical financial theories
and methods (St-Pierre and Fadil, 2016).

Interviews with five focus groups?, consisting 60 owner-man-
agers, were conducted to complement and test the adequacy
of the survey. To validate the questionnaire’s clarity, a pre-
liminary focus group was conducted. Four more focus groups
were added to enhance data and clarify specific aspects of
financing per MdTQ’s requirements. In collaboration with
MdATQ, industry representatives, excluding travel agencies and
Destination Management Organizations (DMOs), were selected
based on their experience and influence within the tourism
sector (ski resorts, hotels, parks, spas, river cruisers, festivals,
outfitters, etc.). Travel agencies and Destination Management
Organizations (DMOs) were excluded from the research by the
MdTQ. However, respondents have had to answer a question if
they asked for help from various development organizations,
including DMOs. The tourism firms involved in our research
were identified by CROP using the Emploi-Québec (government
of Quebec job search agency) and MdTQ’s’ database. The database
was composed of accommodation (hotels, B&B, outfitters, etc.),
leisure (parks, hunting and fishing clubs, ski stations, festivals,
museums, etc.) and tourism transport companies. Restaurants
were excluded due to the inherent difficulty in determining the
percentage of tourist versus non-tourist clienteles in restaurant
settings. Not-for-profit organizations were excluded since profit
evolution is a key element in our analysis. The pilot test results
and insight gathered during the first focus group led to further
phone interviews with T-SME owner-managers.

The questionnaire contained 60 questions grouped into 5
sections. Section 1 focused on firm profiles. We asked about
the businesses’ demographic features such as location, sector,
age, and size, as well as economic performance and ownership
structure. Tourism firms vary greatly in terms of the number
of employees since this depends on fluctuations in demand.
(Guzman-Parra, Quintana-Garcia, Benavides-Velasco, and
Vila-Oblitas, 2015). The T-SMEs of Quebec are no exception.
We found that the number of employees could be up to seven
times higher during the high season than in the low season.
Consequently, we used Piergiovanni, Santorelli, Klomp, and
Thurik’s (2003) method to calculate an estimated average number
of employees based on specific survey answers. We multiplied
the number of seasonal employees by the number of months in
the T-SME’s high season and then divided the resulting number
by 12. Finally, respondents’ answers to some questions on the
firm’s profile section, (size, location, etc.), were cross-validated
against Québec’s business register data*.

The length of the focus groups sessions was 120 minutes on average
Database of the Etablissement d’hébergement touristique

Ll e

Registraire des enterprises du Québec

A descriptive analysis was conducted by CROP and given to MdTQ and HEC Montréal



Classification

‘ Type

‘ Object

TABLE 1
Some useful classifications

(Auteurs) Criteria Categories Category description
Getz & Petersen | Typology Owner Growth Lifestyle Owners looking more for autonomy
(2005 (Entrepreneur] | orientation Growth-oriented Owners envisioning growth
Birley (1994) Taxonomy | Owner Entry motivation Status avoider Owners needing independence
(Entrepreneur) Insecure Owners needing approval
Follower Owners looking to follow role models and with a need for personal development
Community founder | Owners concerned by the perceived instrumentality of wealth
Tax avoider Owners looking for different economic benefits
The confused Owners looking simultaneously for many directions: approval, welfare, instrumentality of wealth, etc.
The unfocused Not defined (no differentiation)
Bredvold and Typology Owner Social embedded | Modern Skilled at discovering trends and opportunities
Skalén. (2016) (Entrepreneur] | vs indep'endent Loyal Deeply connected with the traditions, which has a lifelong perspective on the business
and flexible vs Freedom-seeking Focusing on his/her own projects and has full focus on them as long as the project satisfies important
stable and deeply held values, and being involved in everything that happens and wants full control over the
management of the company
Post-modern Dominated by an independent and flexible identity construction.
Koh and Hatten Typology Owner Innovation Inventive Owners with truly new offering in the industry
(2002) (Entrepreneur] | orientation Innovative Owners with somewhat new offering (incremental innovation)
Imitative Owners with no significant new offering
Koh and Hatten Typology Owner Behavior Social Founders of non-profit organizations
(2002) (Entrepreneur] Lifestyle Founders with the aim to support their desired lifestyle or hobbies
Marginal Activating in the informal sector
Closet Entrepreneurs having another job as the main source of revenue
Nascent Entrepreneurs in the process of the creation of a touristic enterprise
Serial Entrepreneurs who founded several enterprises
Getz, Carlsen Typology Owner Entrepreneurial Copreneurs Marital and business partners, seeking self-employment in order to achieve more control over their lives
and Morrison (Entrepreneur] process and Ethnic From (ethnic) minority groups, often focusing on niche markets
(2004) gg%?:;:atlonal Family entrepreneur | Who interlock family, ownership and business systems
Female Women running frequently home-based business using them as a vehicle for greater flexibility for
entrepreneur managing work and family roles simultaneously
Intrapreneur Someone, other than the founder, adopting and applying entrepreneurial characteristics within the
firm in terms of re-engineering organizational and economic development
Lifestyle Person looking for maintain a chosen way of life
Micro-entrepreneur | Who employ less than ten people deliberately constraining size
Portfolio Who have multiple business ownership
Serial Who will own a consecutive series of business with entry and exit coinciding with market opportunities
Socioentrepreneur Who combine commercial trading viability with social aims and ownership.
Ferreira, Taxonomy | SME Growth Birth Small, young and very risky; the owner centralizes the power
Azevedo and orientation Expansion More formal structure and less centralized, bigger innovativeness and fast growth
Cruz (2011] Maturity Large companies with bureaucratic structures, low growth, moderate centralization, consolidation of

products/market strategies

Diversification

Larger organizations, high differentiation and fast growth, high risk level in decision making and
planning, remarkable innovativeness

Decline

Bureaucratic structures, moderate differentiation, low level of innovativeness, aversion to risk

s1o8euBIA-10UMQ) JO AWOUOXE], Y $10)93G WSLINOT, 3} UT SHIN'S UeIpeue))
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Section 2 covered funding requests for capital investments
during the previous three years. Section 3 looked at the charac-
teristics of the T-SMEs’s investment projects for the following
three years including expected financing requirements and type
of capital investment envisaged (new buildings, new machin-
ery, site extension or maintenance of the existing). Section 4
focused on the managers’ profiles: age, education level, and
previous experience. Finally, section 5 addressed the level of
innovativeness of the T-SMEs.

We considered three types of changes to the firm’s offering
of service or product: 1) the introduction of new services or
products, 2) any kind of improvement to an existing product
or service, and 3) the discontinuation of a product or service.
We asked respondents whether the strategic change in their
offering had occurred over the last three years or if it was an
ongoing process. Based on this information, we constructed
two indexes to measure the innovation activities of the T-SMEs,
the past offering and current offering indexes (see Table 1). An
offering index of 1, the lowest value, corresponds to “no new
product/services”, “no improvement of an existing products/
services”, and “discontinuation of product/services offered”,
meaning a diminishing offering and no innovation. An offer-
ing index of 8, the highest value, corresponds to a combination
of “new product/services”, plus the “improvement of existing
products/services” and “no product or service discontinuation,”
implying the highest level of innovativeness. For example, firms
maintaining an existing offering with no change were assigned
a value of 3 (see Table 2).

TABLE 2
Values assigned for the offering indexes

(innovativeness) of a firm®

Discontinuing a Improving a Adding a product/
product/service | product/service service

1 Y N N

2 Y Y N

3 N N N

4 Y N Y

5 N Y N

6 Y Y Y

7 N N Y

8 N Y Y

An additional index for the complexity of future investments
was developed using both the number of investments and the
goal of these investments. It looked at a) maintenance of the
current assets and b) acquisition of new assets. A score of 1 was
assigned for an investment to repair or replace existing physical
(productive) assets, and a score of 2 was assigned for acquisitions
of new assets. For two or more similar new investment projects,
the score was 4 (maximum). The complexity investments index
varies from 0 (if there is no investment) to 6 (if the T-SME has
invested in two or more projects to acquire new assets, and for
two or more investments for renovation or repair of existing

assets). Investments for acquiring new assets were given the high-
est values, as it was assumed that the owner-managers intended
to expand, while the other kind was assumed to be more about
the need to maintain productive capacity. Intermediate values
(1 to 5) represent different combinations of numbers and types
of investment projects.

As all the respondents come from private companies, we
could not access detailed financial information. The firms’
economic performances were estimated given the respondents’
self-evaluation of their revenues and profits, namely their evo-
lution over the last three years (growth, stability, or decline).

DESCRIPTIVE STATISTICS

A total of 484 valid responses from owner-managers were
retained. The respondents’ main characteristics and the firms’
profiles are shown in Table 3 and Table 4. In our sample, 30% of
firms did not have employees, 20.2% had fewer than 5 employ-
ees, 21.5% had between 5 and 9 employees, 23.8% had between
10 and 49 employees, and 4.5% had more than 50 employees.
These results show that the distribution by firm size within our
sample closely matches the Power Law distribution observed
in the overall Canadian economy.

TABLE 3
Profile of Respondents
Variable ‘ Categories Results
Manager’s age Under 35 9.4%
35to 44 16.5%
4510 55 31.9%
55-64 29.2%
65+ 12.9%
Manager’s experience | 2 years or less 15.1%
in the same business 3to 7 years 31.6%
8 to 14 years 21.6%
15 to 34 years 10.2%
35 years or more 3.7%
Previous tourism None 57.1%
experience Less than 5 years 9.7%
5to 14 years 19.6%
15 years or more 13.6%
Highest education Secondary or elementary 28.5%
level Professional school 6.2%
Collegial (pre-university) 28.5%
University 36.6%
Founder (co-founder] | Yes 58.4%
of the business No 41.6%

The average age of respondents was 52. The firms in the
sample are relatively small, with average annual sales of CAD
627,000 and less than 10 (8.5) full-time employees, in line with
other Canadian SMEs (9.0 employees). If part-time employees are
included, the average for T-SMEs increases to 12.5 employees.

5. Based on the answers provided to the three questions related to the changes in the offering. This table presents all the possible numeric values for the offering

index (both past and current)
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TABLE 4
Profile of Firms
Variable ‘ Categories Results
Firm’s size No employees 30.0%
1to 4 employees 20.2%
5to 9 employees 21.5%
10 to 49 employees 23.8%
50 employees or more 4.5%
Firm’s age 2 years or less 8.3%
3to 7years 21.3%
8 to 14 years 17.4%
15 to 34 years 34.7%
35 years or more 18.4%

Analysis of Results

A two-step, multidimensional cluster analysis was used to exam-
ine the data. First, T-SMEs were classified into five categories
using a non-hierarchical method and based on the following
variables: 1) the complexity of investments made during the
last three years, 2) the complexity of the intended investments
for the next three years, 3) changes in the offering of products
and/or services either during the last three years or currently,
and 4) the recent, perceived evolution in terms of profits. The
final number of clusters was determined by the homogeneity
within each cluster and by parsimony (Andrews and McNicholas,
2012). Second, since there is a difference in attitude towards the
growth of micro-firms compared to larger firms (Delmar and
Wiklund, 2008), the largest cluster was further divided into
two: 1) SMEs with fwer than 5 employees and 2) SMEs with 5
or more employees.

Using a k-means clustering method, we identified six T-SME
clusters: 1) lifestylers, 2) procrastinators, 3) harvesters, 4) gam-
blers, 5) strugglers, and 6) performers (see Table 5).

For some key elements, differences between the groups are
revealed through their standardized values. This is illustrated
in Figure 1.

CLUSTER 1: LIFESTYLERS

A representative example is a 65-year old woman owning a
B&B (in a peripheral area) for the last 20 years, earning CAD
20,000, having no employees, no recent or planned investment
nor changes in offering. The enterprise is open all year round.
Lifestylers are also found in other sectors, such as leisure, but
they are difficult to be found in the transportation sector.

This type of entrepreneurs focus on the convergence of their
customers’ needs and their own: “In my case, I created this
company to please nature lovers and to please myself. I share
with my customers a love of nature. I often accompany them
on their walks... I'm not interested in growth because I don’t
want to spend more time on management issues and enjoy
nature less” (outfitter owner). These owner-managers do not
prioritize growth and focus more on their value proposition
than on acquiring customers: “We’ve been providing the same
service for along time; I don’t see why I should change anything.
If there are fewer tourists, it is because the government has not
done enough promotion.” (outfitter owner).

Lifestylers usually have no employees, and if they do, it is
usually a family member: “Our company is so little. ... My son
helps me during the summer because we have more tourists
during this period of the year” (tourist attraction owner). In
most of the cases (63%), they own micro firms with no employ-
ees while the rest have fewer than five employees.

Lifestylers are the second-largest group in our sample at
28%. These owner-managers are, on average, the oldestamong
all clusters (56 years). Despite being the oldest, their experience
in tourism is average (15.6 years). Younger owner-managers
are rare in this cluster compared to other clusters, with only
14.5% under 45 years old and 53.4% who are 55 years or older.
Most often, average turnover is insufficient to make a living
(CAD 52,000 annual average). Two out of three make less
than CAD 30,000 a year. We can therefore, surmise that these
owner-managers have other sources of livelihood (retirement
pension, part-time job, etc.). Among them, 58.5% have earned
some stability with their revenues. They seem to be satisfied
with the size and revenues of their firms.

TABLE 5
Main Characteristics of the Six T-SME Clusters

Cluster 1 Cluster 2 Cluster 3 Cluster 5 Cluster 6

Lifestylers | Procrastinators | Harvesters mic new comers Strugglers Performers
Number of firms 135 89 148 16 81 15
Firm's age 14.2 29.2 17.4 2.4 24.9 22.4
Turnover (K$) 52 1097 793 170 813 1061
Employees (full-time) 0.39 1411 9.48 2.69 12.44 22.07
Number of projects 0.21 0.31 0.48 0.31 2.60 2.80
(oxternaly financed, K| 3 392 32% 590 627 397
Complexity of investments 0.51 0.58 1.13 0.69 4.26 3.73
Offering index (past) 412 4.01 5.91 4.06 5.88 6.87
Offering index (current] 412 3.96 5.54 4.25 6.53 7.20
Planned investments (K$) 14.5 183.3 138.3 50.6 762.8 579.7
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FIGURE 1
Standardized averages for key elements
of each cluster
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“After my retirement, I set up my business. I always wanted
to live in Gaspésie. My wife deals with the kitchen and receives
the customers and I do the management. Our revenues change
according to the seasons, but the annual result is almost the
same each year. The company size suits us at present; we do not
have large investment projects to come (B&B owner).

The rest of the lifestylers (41.5%) face a decline in revenues
and profits but are neither implementing nor planning new
investments to offset this decline. They privilege other aspects
that enhance their quality of life even when facing problems
related to their long-term economic survival: “I really like the
things that I do. If my incomes decrease, I will try to improve
my offer, to look for new customers or, in the worst case, I will
try to adapt myself,” (tourist attraction owner). These firms have
the lowest productivity (as measured by turnover divided by
the average number of employees).

Lifestylers who have made investments during the last three
years (37.8%) are in the minority and only a quarter seek exter-
nal financing (25.9%). Most (80%) do not intend to invest in the
next three years. For the remaining 20% who want to invest, the
amounts are small (CAD 69,000). As the majority, lifestylers do
not show any desire to grow their business, they are the least
concerned about financing. Nonetheless, 24.4% of them think
these difficulties are an obstacle to growth, a percentage that
is higher than the percentage of actual investors in the cluster.

The most common change in their offering of services and
products was the improvement of the existing offer. Almost 50%
of the relevant firms (42.2%) made no change in their offering
of products and services (Index = 3), while 31.9% made minor
adjustments (Index = 4). This cluster is the only one where
some owner-managers intend to close their business within
the next three years. It also has the second-highest percentage

of owner-managers intending to sell (22.0%) their business in
the next three years. Noticeably, the owner-managers in other
clusters consider selling their business as a form of exit.

Lastly, whether linked to operational or dynamic capabil-
ities, business management issues are not a priority for the life-
stylers. The relative autarky in which they run their business is
illustrated in that only 13.3% of the lifestylers have contacted a
development agency over the last three years, and just 3.7% of
them have contacted a DMO. This suggests that most of them
accept the status quo and do not intend to grow.

CLUSTER 2: PROCRASTINATORS

A representative procrastinator is a 62-years-old owner of a
holiday center in an urban area with 13 employees, and has run
the firm for the last 40 years. Most procrastinators are in the
accommodation (59.6%) and leisure (36%) sectors. They only
made minor changes in their offering (improvement) in the last
three years and intend to do the same in the next three years.
“Our company has been operating for more than 35 years; for 10
years of this period we had no growth, but our current income
is still accepTable to us” (hotel owner). Procrastinators own
primarily mature and relatively large firms. They are the most
experienced (20.8 years in average versus the sample average
of 16.4 years. They own the oldest firms in the sample with an
average age of 29 years. Around 66% of them have reached a
degree of stability in terms of revenues, while the rest are in
decline. The main objective of procrastinators appears to be
stability rather than growth. They ride out the market’s down-
turn by minimizing their efforts both in terms of investment
and in varying or adapting their offering. “In the last years, our
revenues have decreased slowly. We keep that in mind but for
the moment, we do not visualize to invest in the short term. We
hope that better times are coming,” (hotel owner).

Procrastinators showed the highest intent to sell their firm
over the next three years (25% compared to the sample average
of 15.8%) signifying their economic fragility. Despite their size
and age, less than half (42.7%) of the firms reportedly made
investments over the last three years, and the average amount
is lower than for the whole sample (CAD 392,000 versus CAD
406,000). Since procrastinators have the second largest share
of declining firms, we surmise that they are barely maintaining
their financial performance. At best, they may intend to renovate
existing assets partially but none of them plan to expand their
activities. Similar to lifestylers, the frequency of investment
for the next three years (31.5%) is significantly lower than the
average (58.3%) and oriented towards maintaining current
assets. “If our incomes fall dramatically or the infrastructure is
degraded, we will look for financing or subsidies for remodel-
ing” (small hotel owner).

Indeed, more than two out of every five firms in this cluster
have failed to make investments over the last three years and
have no plans to do so in the next three years. In other words,
these firms have not undertaken any type of investment for six
years. Among firms that have invested over the last three years,
39.5% sought external funding: “Before looking for bank loans
we do our best to finance ourselves” (hotel owner). Meanwhile,
the firms that obtained external funding had a high rate of
financing approval (80%).
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On the offering indexes, procrastinators’ firms have the low-
est values, both for the last three years and in terms of ongoing
change, thereby reflecting inertia.

The procrastinators are, by far, the most concerned with
recruitment issues. Procrastinators perceive the manage-
ment of the company as a challenge, more so than the average
owner-managers of other clusters. However, they were the least
likely to ask for help from a development agency (16.9%), and
marginally likely to contact a DMO (6.7%).

CLUSTER 3: HARVESTERS

This is the largest cluster of firm owners, representing 30.6%
of the total. They are distributed evenly within the sample.

A representative harvester is a 54-year-old owner of hunting
and fishing recreational services located more in urban and
coastal areas, and less in peripheral areas. He has increased
his firm’s profitability in the last three years, and invested in
the same period, but does not plan to do more or make any
changes in his firm’s offer of services:

“We have invested a lot of money in our facilities in the last
years, especially to renew infrastructure and the part dedicated
to snowboarding. This paid off and allowed us to grow our turn-
over. It has allowed us to keep our clientele and to reach other
customers such as young people who do snowboarding. Also
we hired skillful and highly trained people to be instructors”
(ski station owner). Most of these firms are 15 to 34 years old.
Owner-managers in this cluster have an average seniority of
10.3 years within the firm and 15 years of experience within
the sector, both slightly below the sample averages. In terms of
employee numbers, these firms are present across all size group-
ings, with a distribution that is in line with that of the sample.

Most harvesters have been very active in investments over
the last three years. However, their intentions for the future
do not follow the same trend, likely because they are currently
harvesting the fruits of their past investment efforts. Less than
half (41.2%) of them have ongoing investment projects and
the vast majority have only one ongoing investment project,
usually a new asset. As for past investments, they have the
second-highest score on the Offering Index (5.91), and on cur-
rent investments, they are third on the offering index (5.54), a
slightly downward trend. An impressive 90.5% of the firms in
this cluster have seen their returns increase during the last three
years (with 69.6% seeing an increase in profits compared to an
average of 28.7% within the total sample). “For four years we
have been investing for remodeling and renovating our infra-
structures... of course our sales have increased and every year
we are acquiring new customers” (recreational service owner).
Despite their investments, only 31.1% of them have contacted
a development agency over the last three years and as few as
12.7% of them specifically contacted a DMO.

CLUSTER 4: GAMBLERS

A typical example of a gambler is a recent and relatively young
owner (39 years old) living in an urban area, owning a new
hotel-spa, and who started the business two years earlier without
previous experience in the field. The owner-managers in this
cluster represent only 3.3% of the sample; all their firms are less

than eight years old, with most of them being less than three
years old. The average respondent was 48 years old and had
been leading the firm for an average of 2.4 years at the time of
the study. The sector experience of these owner-managers is 5.5
years, including their experience with their current firm, which
indicates that a majority of them had undertaken a recent career
change. The majority (69.3%) have fewer than five employees.
However, the size of their investments over the last three years
totaled more than three times the average of the entire study
sample. The average annual revenue of this cluster of firms is
CAD 170,000, which pales in comparison to their average past
investments (Table 5). However, for as many as 69% of these
firms, the revenues are growing while the remaining firms
demonstrate that they are maintaining their performance in
this regard. The firms enjoy relative stability in terms of their
offerings. They do not consider access to external funding a
problem for growth. This group has the highest percentage of
owner-managers who have not changed their offering over the
last three years (62.5%), offering the same services and products
with which they entered the market. These owner-managers
perceive the day-to-day operation of their business as more
challenging than its strategic management (newness liability):
“Unhappily I don’t have time enough for thinking about new
business opportunities or looking for new clients. The day-to-
day operations of the business absorb all my working time”
(recent hotel owner).

This cluster includes the highest share of owner-managers
with university degrees (50%), and of owner-managers actively
seeking help from development agencies (56.3%), which is more
than twice the sample average (26.4%). However, contacting a
DMO is less frequent (18.7%) for these owner-managers.

CLUSTER 5: STRUGGLERS

A representative struggler owns an equestrian center (leisure
sector) in a coastal area is 48 years old and has a longer-than-aver-
age experience (19 years) in tourism. This owner has made
significant investments in the last three years and he will double
them in the next three years, most likely hoping to reverse the
trend of declining profits.

These owner-managers show the most contrasting elements
of performance. They usually own mature firms (24.9 years),
of greater than average size (18.2 employees), even if they are
smaller than those of performers or procrastinators, but their
economic performance is modest. Their firms are at a turning
point in their lifecycle. They have invested heavily in the past
years and intend to continue at this high level for the next three
years. The decrease (or, the stagnation) in earnings and profits
they have experienced could be the reason they are investing:
“We are conscious that the sales are declining, to compensate
for that we are investing in offering new services and we are
always listening to our customer advice to improve the existing
offer. Also, we empower our employees to make decisions fast
to satisfy our customer’s needs” (leisure company owner). It
is unclear whether their ongoing investments will help them
kick-start new growth; however, the high level of investment
indicates a good measure of proactivity and further shows that
owner-managers are risk-takers. It is noTable that every firm
in this cluster had at least one ongoing investment project, and
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the complexity of these investments obtained the highest scores
possible. Indeed, firms in this cluster have been the most active
in terms of size of investment over the last three years (aver-
age of CAD 763,000). Most of their funding is internal, with
only 30% coming from external sources: “We don’t like to use
banking loans, until now we have tried to use our own money.
We try to maintain our installations and to modernize them
where possible,” (hotel owner). Their higher level of investment,
both present and future, is associated with a higher than aver-
age score on the offering indexes (which is nevertheless lower
than those of performers). The firms in this cluster are not only
offering new products and services, but also improving their
existing products and services. From the owner-managers in
this cluster, 35.8% are actively seeking help from development
agencies, and 21% contacted DMOs (ranking second place).

Notably, owners in this cluster showed the highest depend-
ency on non-domestic clientele, which may be an explanation
for their lower recent performance given the impact of the
2008-2009 crisis outside of Canada.

CLUSTER 6: PERFORMERS

The representative performer is a tour operator (belonging to
the accommodation or leisure industry), located in a coastal
area, who is 54 years old and who became an owner of an
existing firm 10 years ago. On average, performers have seven
years’ experience in the firm that is 22.4 years old, meaning
that in average, a SME was owned by someone else in its first 15
years of existence. Meanwhile, the average age of these current
owner-managers is 43 years, the youngest among all clusters.

Prior investment was more than 10% of turnover and addi-
tional investment is planned for the next three years; turnover
and profit were growing. The owner-managers in this cluster
have continually also improved their offerings:

“I have been in this business for along time and I am always
looking to innovate, for me and for the clients - they are not all
from Quebec but also Americans or from the rest of Canada.
I am convinced that if we innovate, if our facilities are top, if
we have excellent service there will always be customers for us.
Since the foundation of our spa, we have not stopped offering
new services and growing. We have a long-term strategic plan
to continue growing” (spa resort owner).

In terms of employees, the average size of these firms is
the largest at 22 employees while their average revenue (CAD
1,061,000) place them second, very close to the average revenues
of the strugglers. Nearly all of the firms have had an increase in
revenues and profits over the last three years. Without exception,
the owners of firms in this cluster have invested over the last
three years and have requested external funding. Nonetheless,
the average amount of investments made over the last three years
was under the sample average (CAD 337,000 compared to CAD
406,000). However, the investments planned for the next three
years were larger than the average (CAD 580,000). These firms
have several concurrent investment projects (2.8 projects per
firm), implying both an extension and improvement of their
current assets, and thereby of their offering of products and
services. These firms also show the highest dynamic in terms
of offering renewal.

Despite their recourse to external funding described above,
owner-managers in this cluster perceive access to funding asa
real obstacle to growth, implying they are “hungry” for more:
“I really want to grow my company but it is so difficult to have a
loan adapted to our needs and capacity to pay. I think the banks
do not understand our sector. We need to invest in more infra-
structure, vehicles and specialized employees,” (tour operator).

Firms in this cluster have sought more external advice and
counseling than the rest of the sample (73% to an average of
26.4%), and they contacted the DMO the most often (46.7%
to an average of 11.2%). They scored higher than the sample
average in terms of perceived managerial challenges and scored
relatively low in terms of recruitment and management capabil-
ities. The owner-managers of these firms may have good control
over the firm’s day-to-day operations but perceive growth as
more challenging. Among these owners, 40% have a university
degree. Almost all intend to remain at the helm of the firm for
the next three years.

Discussion

According to Getz and Petersen (2005), lifestyle is a dominant
factor in understanding the make-up of firms in the cluster we
have named lifestylers (Cluster 1). Since the average return is
not enough for lifestylers to make a living, achieving a certain
degree of independence is likely the reason they strive to become
lifestyle entrepreneurs (Peters et al., 2009), as in achieving a
certain quality of life (Morrison et al., 1999). Lifestyle is an
important motivator for these owner-managers to establish a
business (Peters and Schuckert, 2014; Uysal et al., 2016). Getz,
Calsen and Morrison (2004) put forward that it is tourism itself
rather than the business of tourism, which offers an environment
that corresponds to the non-economic motivations of these
owner-managers (Dewhurst and Horobin, 1998; Shaw and
Williams, 2004). Based on our findings we agree with Morrison
and Teixeira (2004) that owner-managers of this type place more
importance on achieving a certain lifestyle than on business
goals. Their business decisions do not seem primarily driven by
financial considerations. The main aim of these owner-managers
is maintaining their lifestyle (Koh and Hatten, 2002; Getz et al.,
2004). Lower levels of satisficing criteria (Simon, 1959; Smith,
2014) might explain their low level of investments or renewal of
their offerings despite a decline in revenues. They also have the
highest average age of owner-managers (highest share of owners
aged 65 and over) in the sample. This may explain their lower
propensity to assume risky investments, as well as infrastructure
investments that require amortization periods longer than the
expected life span of the firm. This also suggests that they are,
often, “bridge entrepreneurs” (Singh and DeNoble, 2003). We
may reasonably argue that firms in this cluster have the smallest
likelihood to change their dynamics and future. Nevertheless,
firms in this cluster have their role in the economy, permitting
their owner-managers to maintain a reasonable quality of life
instead of pressurizing the social safety net.

Procrastinators appear to face many difficulties to keep their
businesses afloat. Many of them show more than one sign of the
“shadow of death” effect (Griliches and Ragev, 1995) namely
low investments, lack of renewal of their offering, self-centered
activity, low productivity, and declining profits.
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Though their prospects are not favorable, these owner-man-
agers do not intend, for the most part, to shut down the firm, at
least not within the next three years. The considerable experience
of these owner-managers could explain their good, old-fash-
ioned management practices, and certain obstacles to renewal.
As they do not plan change, they seem close to the “Loyal” type
identified by Bredvold and Skalen (2016), being true to tradition.
They also show traits attributed to “Maturity” and “Decline”
categories of the Ferreira, Azevedo and Cruz (2011) taxonomy.

Their strategies fall in line with the “conservative” ones
defined by Covin, Slevin, and Covin (1990) in describing risk-
averse and non-innovative firms. However, the third character-
istic defined by Covin et al., (1990), reactivity, is not observed
in the firms in this cluster. Instead, the owner-managers appear
to be waiting out developments rather than initiating change in
reaction to developments in the market. Here, we specifically refer
to both the lower propensity to ask for support from develop-
ment agencies and the fact that the majority does not consider
access to funding as a major problem to growth. Finally, the
owner-managers of these firms may be stuck in their course of
action (DeTienne, Shepherd, and De Castro, 2008; Ucbasaran,
Shepherd, Lockett and Lyon, 2013). It seems that most of these
experienced owners are caught in a once-successful business
(original imprinting, Stinchcombe, 1965), for which they are
now unable to obtain a better perspective. A radical change in
management could be the only solution to revive these firms.

The firms in Cluster 3 (harvesters) have made lots of effort in
the recent past, and while they do not intend to continue with
new investments or changes in their offering, they are currently
reaping the fruits of their past labors. Such behavior highlights
the need for a certain period of time in order to achieve the
expected results of costly and risky investments. It also suggests
that some firms may be following cyclical trajectories. With a
relatively high average age, most harvester firms have overcome
the liabilities of newness (Jennings, Greenwood, Lounsbury and
Suddaby, 2013) and adolescence (Bruderl and Schussler, 1990),
and given their average size, their actual growth phase necessar-
ily follows a previous period of stagnation. Their recent growth
trajectories may be of the kind identified by Brush, Ceru, and
Blackburn (2009), that is, “episodic growth” or “incremental
growth”. They are clearly growth-oriented (using the typology
of Getz and Petersen, 2005), while their companies could be
either in the “Expansion” or “Maturity” categories of Ferreira
et al. (2011) taxonomy.

Cluster 4 (gamblers) is composed of owner-managers of
very young and relatively small firms (start-ups). They bet on
increasing sales, actual or future, through aggressive initial
investment policies. Gamblers made important investments
when starting the firm, and those seeking to continue in this
direction have major projects in mind, with earmarked invest-
ment amounts that are considerably higher than their actual
return. This suggests a long-term view and a pro-active, entre-
preneurial orientation. Their firms’ offerings seem to be cur-
rently stable, and they have few intentions to improve them.
These sTable offerings indicate that these owners are waiting
for the market to validate their original business model. This
category is quite similar to the “nascent” entrepreneurs’ type
identified by Koh and Hatten (2002) and the owners of “birth”

firms in the taxonomy of Ferreira et al. (2011). They are clearly
similar to the “growth-oriented” type, according to Getz and
Petersen (2005).

Performers and strugglers (clusters 5 and 6) are both pro-
actively looking for new opportunities and sources of funding
and are willing to take moderate investment risks but differ
substantially regarding their previous years’ performance.
Owner-managers who are not prepared to adapt their strategy,
or change their mix of existing products and services, are more
likely to become obsolete (Carlisle, Kunc, Jones and Tiffin, 2013;
Mok, Sparks and Kadampully, 2013). These clusters are closest
to the “prospector” type from the typology elaborated by Miles
and Snow (1978), or the “entrepreneurial” type elaborated by
Mintzberg (1973), showing the highest levels of offering renewal
and levels of investment. The owner-managers of these two
clusters are the most unsatisfied with accessibility to external
funding, which may indirectly signal their wish to maintain
their growth path (performers) or to reverse their declining one
(strugglers). While the performers are the strongest, the strug-
glers are below par in terms of performance. Thus, their motiva-
tions to invest and renew their offerings may differ substantially.
Performers are clearly of the “Growth-oriented” type (Getz and
Petersen, 2005) and they belong to the ‘Diversification” category
in the taxonomy of Ferreira et al. (2011). While the strugglers
are also of “Growth-oriented” type (Getz and Petersen, 2005),
they mix the traits of both “Maturity” and “Decline” clusters
in the Ferreira et al. (2011) taxonomy.

Overall, the owner-manager’s age and seniority in these
firms seem to play an important, indirect role in the clusters’
composition, as the older owner-managers are more likely to
be a lifestyler or a procrastinator. They may adopt different
strategies due to their awareness of their shorter life expectancy.

DMOs

While DMOs were not included as a focus of this study, as
mentioned in the Methodology section, in the questionnaire,
they are listed among the organizations to which T-SME may
ask for help. While only 26.4% of the respondents asked for
help from external organizations, those specifically addressing
DMOs were even fewer, with an average of 11.2%. Performers
were the (positive) exception: of the 73% who asked for external
support, 46.7% specifically contacted DMOs. Therefore, we can
assume that there is a virtuous relationship here between the
higher value for the performers and their propensity to ask
for support from development agencies in general and from
DMOs, which are promoters of the tourism to a destination
concept (Getz, 2008; Getz and Page, 2016). In contrast, the
owner-managers who were reluctant to ask for help, espe-
cially from DMOs, had the worst performance. They could
potentially have benefitted from DMO services but seemed to
accept the status quo (lifestylers and procrastinators). Lastly,
Komppula (2014) states that the DMO’s roles in the models of
destination competitiveness are overemphasized and that the
role of entrepreneurs is underestimated. With these points in
mind, additional questions emerge, that is: What is the real
benefit that T-SME owner-managers obtain from development
agencies and in particular from DMOs? What is the impact on
the performer owner-managers’ results of the support given by
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development agencies and in particular by DMOs? What could
result from strengthening the relationship between T-SMEs
and DMOs? What could be done to improve this relationship?
Whose responsibility is it to do so?

PROXIMITIES

Most of the T-SMEs in the sample have fewer than 50 employees
(95.6%), which is similar to the distribution found throughout
the Canadian economy. Therefore, the proximity principle
(Torres, 1999; 2004a; 2004b) implicitly applies to them, not
only because of their small size (spatial proximity), but also
because their owners mobilize different types of “proximities”
as a federating mechanism to manage them (Torres, 2004a).
As previously observed (Torres, 1999), there is a mix of prox-
imities. This mix includes hierarchical proximity (centralized
management), intrafunctional proximity (high integration of
the SME functions and polyvalence of the owner-managers
and their collaborators), information systems proximity (low
complexity of the internal and external information systems
based on closeness), temporal proximity (flexible, and implicitly
short-term strategy privileged), and proximity capital (personal
and family resources, and business network financing).

Regarding the hierarchical and intrafunctional proximities,
our sample has an average firm size that is similar to other
sectors. Therefore, we expect that T-SME owner-managers
concentrate decisional power. However, we realize that the
companies which are investing and innovating the most (e.g.
performers and strugglers) have a more complex hierarchical
structure. Others struggle to cope with day-to-day operations
(e.g. gamblers), which is an issue that is not necessarily related
to the size of the T-SME (procrastinators). For future research,
it is interesting to find out if these T-SMEs are keeping this
intrafunctional proximity out of choice or because they do not
know how to do things differently.

With regard to information systems proximity, similar to
hierarchical proximity, the spatial closeness related to the size
of the firmsleads us to expect that the owner-managers would
prefer direct, flexible, and informal internal information
systems. However, for external information systems proxim-
ity, our results show that three clusters, each with a different
average firm size (gamblers, strugglers and performers), are
not restricted to serving only local customers. We note as
well that only one of them (performers) uses DMO support
frequently. A new avenue for research could therefore be to
investigate how these owner-managers reach their inter-
national customers (i.e., distant markets). Contrary to Torres’
theory (1999; 2004a; 2004b), our results show that half of the
clusters do not seem to be aligned with temporal proximity.
The clusters investing and innovating the most (performers,
gamblers and strugglers) have structured plans. They do not
limit themselves to short-term strategies.

The majority of the owner-managers (except performers and
gamblers) have expressed their preference for self-financing or
patient investment instead of bank loans. Performers point out
that the bank’s loans are not well adapted to the tourism sector.

Finally, performers do not generally follow the principle of
the proximity mix. This implies that T-SMEs could be different

from other sectors’ SMEs, at least from the proximity theory
point of view. To be certain, a comparative study, as well as
a more detailed sector study, would be necessary. Referring
back to Torres (2004a), two questions emerge. Do the effects
of proximity play a specific role in the tourism sector? How do
high-performing T-SMEs manage proximities mix?

Conclusion

Literature in tourism evolves quickly; however, the existing
published research on the characteristics of T-SME owner-man-
agers is insufficient, especially on the dynamics of their com-
panies. In this study, we aim to propose a novel and practical
framework for classifying owner-managers based on their
recent and current propensity to invest and innovate as well
as their recent economic performance. We identified six main
categories: lifestylers, procrastinators, harvesters, gamblers,
strugglers and performers. Some of these clusters (categories)
have no equivalent in prior published classifications, while
some are close (but not identical) to existing classifications.
The proposed categories were explained and findings within
each category were discussed to contribute to the current
understanding of T-SMEs in Canada.

As abasis for evaluation, the different clusters identified in
this study could prove useful for management practitioners,
especially those working for DMOs, and policy makers. The
taxonomy proposed can help identify the T-SMEs requiring
differentiated support, and more importantly, those who are
most likely to benefit from support from a societal standpoint.

OTHER RESEARCH AVENUES AND LIMITATIONS

Our analyses suggest that longitudinal research could be used
to verify if the performance trajectory of T-SMEs follows eco-
nomic cycles, with periods of growth, plateau periods (when
they harvest the results of their past efforts), and periods of
decline. We observed that successful owners include those
able to shorten their firms’ periods of decline by offering new
sets of products and services. They achieved this through the
proactive development and synchronization of overall strategy,
effective use of available resources, and an immediate response
to the evolution of the market. The inability to synchronize
these elements could lead to the failure of a firm, particularly
for firms unable to foresee the market’s evolution and adapt
their strategy. Future research could also focus on comparing
Canadian T-SMEs to other countries.

A significant limitation of this study relates to its cross-sec-
tional nature. As suggested, a longitudinal study may find
support for (or disprove) the idea that some firms follow a
sinusoidal trajectory in their lifecycle with a length of a cycle
that is greater than 6 years; and that some of the clusters iden-
tified here (harvesters and strugglers) are specific to different
phases within the firms’ lifecycle. Another limitation concerns
the size of valid sample, which increases the margin of error.
Notwithstanding this, with respect to gamblers, the lower
share of firms in the cluster is not a problem per se, even in the
tertiary sector, since economic studies and statistics show that
few new entrants have the capabilities to survive in the early
years of their lifecycle.
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