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Abstract: The focus of this article lies in the deployment a
comprehensive risk management approach within arkE S@mall or
Medium-sized Enterprise) which calls for a desdviptand explanation of
their idiosyncrasies, in relation to their specifieeds and expectations,
which change over time.

It describes the evolution of the business usirglifiecycle concept which
highlights the modifications and changes in configion that this type of
organization experiences during its developmenis T™oncept is used in
order to characterize the vulnerabilities of SME&1g a model which brings
together hazards, consequences and the stage pangrdevelopment.

This article aims to define and legitimize the o$¢he lifecycle concept as a
basic component of a global risk management appraacan SME. It
describes an operational approach to reducing ralhiléy based on the level
of organizational maturity.

1 INTRODUCTION

Global risk management is one of the solutionssitaly envisaged to reduce the risks
faced by business. It is a methodical, systematit i¢erative process which makes it
possible to analyze the major risks faced by bssine.g. loss of a significant debtor,
increases in production costs or loss of a key aQrkAlthough it is an attractive solution,
it is far from obvious how such an approach canirbplemented by micro and small
businesses (defined by European Union regulati@8/3®1/EC as having less than 10 or
50 employees respectively). On the one hand tisdittlé interest from business owners in
the implementation of such procedures. For theng thlme and complexity of
implementation outweighs the relevance of the testdr the strategic goals of the
enterprise. On the other hand, the available taoés essentially simplified versions of
systems operated by big business and not apprepodhe needs of small business.

The aim of this article is to rethink current comoial approaches to risk management,
which do not take into account the metamorphosithefSME and its changing needs at
different stages of its evolution. It tries to defi the relationship between the
developments of businesses’ activities (describétth whe lifecycle concept) and its

practices and needs in terms of risk managemeirekents the vulnerability of SMEs

through the determinant of businesses failure &edrisk management process. It also
proposes a model which integrates the life cyclacept in order to characterize the
vulnerabilities of SMEs. This allows envisaging tliesign of a diagnosis tool

incorporating the notion of organizational maturity



2 CHARACTERIZATION OF VULNERABILITIESFOR SMALL BUSINESS

2.1 Characterizing the failure of small business

“SMEs are those businesses in which the entreprepensonally and directly assumes
financial, technical and moral responsibilitieghie company” (Hirigoyen, 1981).

In France, more than 99% of businesses that fail SMEs (Altares, 2010). Failure is
defined in practical terms as a state of insolvemney the company is unable to meet its
liabilities from its available assets. Several tymé failure can be distinguished (Gresse,
1994). Economic failure is a state in which the pamy consumes more resources than it
produces and consequently does not contributeipalgito the economy. Financial failure
comprises cash flows shortages, collectability, redk. Legal failure is a state in which the
financial situation of the company is irreparabbyrpromised when due payments are not
made. Finally, bankruptcy can be declared througbuat judgment.

According to Guilhot (2000), various explanatorypegaches can be used to study
business failure. These include economic, finanara strategic approaches. Economic
approaches aim to bring to light the “factors whafifect the existence of companies”.
Financial approaches highlight “factors relatedthe disappearance of big and small
firms”. Strategic approaches study the determindafssuccess and failure when the
company is faced with its environment”. This makegossible to highlight variations in
the factors that bring about the failure of smalll dig companies and to demonstrate the
dominant role played by the environment. In confrasganizational and managerial
approaches emphasize the importance of the peitsotygde of the entrepreneur in SMEs
and discuss the different personality types fouittiwfailing and successful companies.

From a more general perspective, Coulibaly (20 highlights factors which can have
an influence on the business propensity to enterfdilure process. He details the most
widely cited determinants of bankruptcy which ane tge and size of the business, its
industrial field, its legal status, etc. and alstraduces basic elements about a new factor
to be taken into account : the lifecycle concepte Tife cycle concept is taken from the
domain of biology; “Like people and plants, orgatians have a life cycle. They have a
green and supple youth, a time of flourishing gitepand a gnarled old age...” (Lippitt &
Schmidt, 1967). The life cycle metaphor is usechliotdescribe the development of the
organization as a whole and also to explain thelutbem of some of its constituent
components, for example products and technologies.

2.2 Thelife cycle concept as an explanatory device for the failure of SMEs

Recent research offers a new explanatory devicehirfailure of organizations. Ooghe
and De Prijcker (2006; citing Thornhill & Amit, 28D stress that management
shortcomings, which may contribute to the failufean organization, differ according to
the state of the business. A young business (w#hagerial and financial management
shortcomings) does not fail for the same reasoraasder company (which is unable to
adapt to its environment). In the same way, Colylik2004) establishes that the sources of
difficulty for businesses vary, depending on thteakto which they have evolved.

Stage of evolution | Origin of difficulties

Creatiot Understanding of the market, mistakes in markepiolgcy
Growth Resource

Professionalisi Management styl(planning, orgaization,contro)
Consolidatiol Enterprise culture, structural idification

Table 1: Origin of difficulties as a function ofetstage of evolution of SMEs
(from Coulibaly, 2004)

This is confirmed by the work of Crutzen (2009) whighlights the links between a four-
stage life cycle model, and five types of failingsiness. The types of failing business are:
the ill-conceived company, the business sufferingmf growth problems, (old) non-
reactive companies, the company that serves attemests and the business that suffers an
unexpected shock.



Badly created firms (Creation) Poor foundations

Insufficient managerial competences
Poor foundations + Insufficient managerjal
competences

Innovative firms that are little customer-orienteg
Youthful indiscretions

Firms with growth-related problemsOverestimation of the future level of activity

(Growth) Lack of control
Non-reactive firms (Maturity{ Progressive misalignment
Decline)

Table 2. Example of main explanatory failure patsemongst small firms linked with
Life Cycle Theory from (Crutzen, 2009)

Among the different approaches to developmentajestaa model that has received
particular attention is that developed by Scott Bnace (1987), based on (amongst others)
the work of Greiner (1972). Founded on Greiner’sggal model, Scott and Bruce outline
various evolutionary stages according to the agk sire of the business. This model,
which is in no way predictive, is divided into tvdistinct parts. The first part is the life
cycle curve which is a representation of the variewolutionary stages of the product.
This curve is divided into five stages (inceptisarvival, growth, expansion and maturity)
which are separated from each other by a crisiss €hsis brings about a transitional
phase which leads to the next stage. These figesteorrespond to a particular company
configuration, and are identified using the follogieleven parameters: the state of the
industry, the main problems encountered, the rblmanagement, management style, the
structure of the organization, product researcmtrob systems, the principal source of
funding, cash generation, principal investmentsthedoroduct(s) and its(their) market(s).

Analysis of the data makes it possible to deterrttia¢ each stage of the business lifecycle
corresponds to a state of organizational strucflings state is to be linked with various

causes of bankruptcy in order identify which partshe business’ activities need to be
“reinforced”. This support can be provided throwgproaches used by main partners of
the company (banks, insurance,...) : the risk managém

2.3 Risk management and the SME
“To run a business is to manage risks and oppditshi(Le Ray, 2006).

“Risk management is a central part of any orgaiin& strategic management. It is the
process whereby organizations methodically addifessisks attached to their activities
with the goal of achieving sustained benefit witbach activity and across the portfolio of
all activities.” (FERMA, 2003, p.2).

There are various risk management standards (AS/ABED: 2004, ONR 49001, JIS Q

2001:2001, CSA-Q850 etc.), supplemented by othdnighware more specific (OHSAS

18001, ISO 14001 etc.) or more general (e.g. ISO0BL Despite some differences
between them, risk control processes cover the sactigities. These are namely: to
describe the context, to identify/analyze/assess/trisks, to communicate and consult
with company stakeholders and to monitor and pérédly review the process.

The entrepreneur, who lacks access to these maeagewpositories and appropriate
methods, can only partially manage risk. The failtw follow standard practices means
that it is rarely possible to ensure risk managdniarfacts, this means that if an incident
should occur it may jeopardize the sustainabilftthe organization’s activities. This being
the case, it is interesting to ask why institutiosetors struggle to convince entrepreneurs
of the well-founded benefits offered by standastt anagement approaches (even if only
for specific risks such as occupational health safdty).

There are several potential answers to this quedfinst, risk management approaches are
developed by, and for, large companies. They ased on a number of presuppositions
that appear to be incompatible with the organizeiand functional reality of the SME.
Their implementation requires a significant efftot formalize information systems via
system documentation (or documentation systemgerins of standards this materializes
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in the form of the preparation of communicationfaltation plans and reports, policy

documents, action plans, procedures, record keeptngHowever, it is known that in the
SME informal communication predominates and intemrmation systems are poorly
organized. External information systems are sinapig operational (Julien, 1997).

A second factor is that the available approaches t® lead the company toward a
preventive, rather than curative view of risk magragnt. This seems to be at odds with
the decision-making process of SMEs which is gdhlyeratuitive, reactive rather than
proactive, and responds mainly to constraints tdtdoy operational factors (which take
precedence over managerial and strategic factoligif) 1997)).

A third point is that far from the erroneous anehgiistic view that the main objective of
entrepreneurs is personal gain or improved sot@aalls (which is in no way representative
of the majority of entrepreneurs), it appears tthegir performance goals are not just
financial (Massey, 2005). Indeed, it appears thi also necessary to take into account
and integrate concepts related to customer sergicaity of life and personal values, etc.
The levers and drivers that motivate entreprenéifiiesr (Gray, 1997) and it is necessary to
emphasize the fact that global risk managementad®lathat can support the achievement
of a wide range of objectives relevant to the comypés organization, its resources, etc.

The diversity of goals pursued by entrepreneurs also be studied in terms of the
perception and understanding of risk. In reconsidethe view of an entrepreneur as a
systematic risk taker (Knight, 1921) it is necegdarseparate out “what is available in the
matter of risk management and prevention” (Antonsd®97). This is a function of the

set-up of the particular organization and theretbee profile of the entrepreneur (among
others).

The external environment of the organization playivotal role in terms of risk
management (Walters, 2001). This was demonstratédastin and Guarnieri (2008) who
describe the importance of social, regulatory andnemic pressures on the level of
prevention of Occupational Health and Safety (OHiSk. The general hypothesis of
Favaro (1997, p.44) states that “observed safetgtioes are to a large extent functions of
a set of organizational and structural determinavtich are external to the health and
safety domain”. From this, the work of Martin andig@nieri (Martin & Guarnieri, 2008)
reaffirms the need to take into account the pradess network of the entrepreneur, client
relationships, legislation and the proximity of yeation bodies in order for the SME to
sustain OHS risk prevention measures.

This suggests that risk management procedures, spedifically risk management
procedures designed for SMEs must be structureal way that takes into account the
profile of the entrepreneur, the characteristicheforganization and its environment.

All these elements allow highlighting that vulnetiles of a SME are to be considered in
a wider perspective. It should integrate functionall organizational particularities of
these structures in order to rethink models us&ihdegorovided tools.

3MODELING THE VULNERABILITY OF SMESTO MAJOR RISKS

3.1 Characterization of the SME

In the European context, SMEs are defined by Ewop@ommission recommendation
2003/361/CE which classifies companies accordingthieee main criteria related to
turnover, headcount and their degree of indeperaétawever, it seems that these criteria
used for the definition of the SME, which can belaul to every type of company, are not
sufficient to characterize the specific realitiek this entity. SMEs differ from big
companies not only in terms of the financial, hunagud temporal constraints that are a
result of their size, but also in terms of theigamizational and functional characteristics
i.e. their intrinsic properties.

SMEs are rarely or never structured into a hienar@ihey often revolve around the owner-
manager who through their knowledge, skills andspeality, shapes the organization and
determines its evolution over time. This personpvi$ involved to a greater or lesser
extent at every level of the structure, is multiptinary, as are operational staff who
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rarely limit their activities to one field of expese (Julien, 1997). The processes that
describe the activities of the company are usuafigrmal, as is communication between
the various actors in the structure. On the onelhtdrese characteristics make the SME
adaptive and reactive in a way that is inconceiwabllarger organizations. On the other
hand, it makes this type of organization extremalynerable to the endogenous and
exogenous conditions it has to face.

In general terms the SME can be understood as ésimgpthe following internal functions

which structure its activities in a more or lesarial and visible way: the head (strategic)
office; financial management, accounting and cdntadlministration; legal and fiscal

functions; information systems; human resources;SHQHealth, Quality, Safety and

Environment); sales and trading; market researcd development; maintenance;
production and the supply chain. The following staiders form the external

environment of the company: suppliers and subcotdrs; competitors; customers and
distributors; financiers and shareholders; insyneublic authorities and local institutions;
NGOs, associations and local residents; the medgloyees and their families, and staff
representatives and unions.

3.2 Characterization of the hazards

The precise reasons for the failure of a businessat always obvious (Megginsenal.,
2003) and it appears that the failure process hdspie causes.

The typical reason given for failure is financiaffidulties. In fact, financial difficulties
only manifest as the result of deeper causes, a€hwthe most commonly cited are:
management problems, demand problems and probletated to an internal crisis.
Moreover, it is known that one-third of the causédailures are accidental and that the
remaining two-thirds are predictable (Deminski, 2D0n addition to financial difficulties
and mismanagement Deminski also highlights a tieiadure called ‘critical phases’. These
comprise the first two years of operation afteration, development and hand-over of the
business.

Several typologies exist to define business risk. €&xample, Véret and Mekouar (2005)
use seven categories to describe the diversityiskk rfaced by companies: financial,
logistical, regulatory, tax, legal and risks retht®® production and consumer markets.
Another example is Le Ray (2006) who highlightethclasses of risk:

- Risks arising from financial activities. These coisp strategic, financial, knowledge
and operational risks.

- Risks arising from the need for resources. Thesdudie technological, human,
financial, information and natural risks.

- Risks arising from organizational approaches. Exampare strategic, project,
structural, management, process-related, resontervironmental risks.

When the aim is to model risk, it is useful to #hin terms of a functional organization in
which various events can be identified. For examglents related to the management of
the company are: management team disagreementddhth/illness/departure of the
founder, absence of or errors in strategic orienatexcessively high expenses/debts,
difficulties in transmission/succession and thelufai of important projects (e.g.
partnerships, investment, restructuring and inriomat Once these events are identified
for all functions, it is necessary to confront theuth the company in order to be able to
characterize their consequences.

3.3 Characterization of the consequences of risk

The consequences of risk can take many forms. Gaengle is damage to company
property, which should be understood in its broadense. Both the physical and
intangible assets of the organization must be takenaccount in order to estimate the
probable effects of damage on the functioning ef dhganization (Mengual, 2008). With
respect to company responsibilities, both pubébility and criminal responsibilities (tort,
contract etc.) must be taken into account. In teofgersonal injury, those concerned
comprise the company’'s employees (individually aad groups of co-workers),
shareholders, managers, senior executives, keyaemgrktc. Operating and income losses
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originate from events which disrupt the normal fiming of the company over a period
of time and create an increase in expenses orraeakin earnings.

The same threats confront all businesses. For deartie emerging small business, the
mature small business and big businesses can dthdael with the rising cost of raw
materials. However, while in a large company, saohincrease leads to a search for a
substitute product, in an emerging small businessaly be considered fatalistically as the
‘dramatic rise’ in operating costs that causeddathre. It is also interesting to consider
why this increase in costs does not lead to tHear&iof all similarly-sized SMEs in the
same area of activity. (Clusel, 2011). The varigbih consequences lies in the fact that
the cause of failure is not (only) the rising coktaw materials but rather the inability (or
limited capacity) of the organization to anticipated respond when faced with a threat.

It appears that the inability to anticipate ancooesl to an event is not immutable, and the
severity of the consequences of an event vary dowprito the state of evolution of the
organization concerned. An emerging SME is ableatodle a certain range of risks which
expands as it develops. From this it follows timet Yulnerabilities of an SME in a growth
phase differ from those of the same company asitiras. This is due to the evolution of
practices in the various processes that emergmaliare and finalize during the various
phases of company development.

These elements point to an approach that desatiglesnanagement practices in terms of
the state of evolution of the organization. Takihg production function as an example, in
the case of a newly-created organization, diagnesisid be at the level of the context.
For an organization in a state of survival or gtawtliiagnosis is at the level of
understanding and treatment of particular risks.eWhhe company is expanding or
mature, work can center on the implementation dbraal risk management process
related to production.

The last step in modeling the vulnerability of SMEs risk is the identification of
explanatory factors. To identify these factorssihecessary to investigate the criteria that
influence the intensity and severity of damagetfar business in question. For example,
the consequences of litigation are more likely ¢ofstal for a business with a cash flow
shortage. These factors are identified using tlaeaddterization of the consequences of risk
previously described, together with the causesitire for SMEs.

Once the explanatory factors are identified, a cttmal analysis demonstrates the
predominance (or not) of the role they play in elcéerizing the vulnerability of the
business in question. Structural analysis is awdath describes a system using a matrix
that links all its constituent components. The kayiables in the evolution of the system
become clear through the study of these relatipsstiiGodet, 2001). The analysis
highlights the links between the characteristicd #re vulnerabilities of the system, and
demonstrates the importance of taking these limks account in the development of
appropriate tools.

4 DESIGN OF THE DIAGNOSTIC METHOD

4.1 Elements of the diagnostic method

A structural analysis was used to analyze the valibty criteria. The analysis was
divided into two main stages. The first stage idiut the relationships between criteria,
and the second involved the preparation of infleetlependence charts.

A Boolean matrix was used to identify the relatitips between criteria. The Boolean
matrix was a square matrix based on the predetedninlnerability criteria. Criteria were
compared on a one-to-one basis. If it was showm ¢hitgerioni had an influence on
criterionj, a 1 was recorded in the corresponding box of iMakr Otherwise, a 0 was
recorded. The analysis was completed by calculatirg sum of each row and each
column, in order to obtain the Cartesian coordsdtg each criterion. The coordinate
dataset was used for the preparation of influeregeddence charts. The axis
demonstrated the dependence andythgis the influence of each criterion on the system
The resulting scatter plot allowed the classifimatdf criteria using the following rules:
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Excluded criteria are considered minor. These criteria hiittle or no importance for
understanding the system (e.g. the gender of threggeneur, the soil type of the land on
which the company offices are built).

Driving (input) criteria have a significant influence ometdynamics of the system.
Examples include: the financial or technical suppoapability of associates or
shareholders, the means available for technicakldpment and the reputation of the
business.

Result (output) criteria are most dependent on othersiridtate and evolution depends on
that of the system. Examples include: the skilld abilities of staff, their loyalty and
willingness to serve the interests of the company.

Challenging criteria reveal the dual nature of influence aegehdency. These criteria are
interesting because of their instability. Chanding state of these criteria affects the input
and output criteria for which they act as relaysafaples include: business profitability,
the economic and financial health of stakeholdacsthae level of regulatory compliance.

Pack criteria do not individually play a major role the functioning of the system but
must be incorporated because they have a signiécampact on influence and/or
dependency characteristics. From an operationakppetive, pack criteria are too
numerous to be exhaustively integrated. An addifiomeighting identified the 38 most
influential and/or dependent ones. These ‘high paxkeria included: the level of
standardization activities in the business, the itoang of technological developments,
the level of customer satisfaction, etc.

The first influence-dependence chart demonstrdtediirect interactions between criteria.
Matrix A was then progressively raised to the power of an@ 4. This had two benefits.
The first was that it widened the graphical spreddhe data and made it easier to
differentiate between individual criterion or sei$ criteria. The second was that it
highlighted indirect interactions through companisaith associated influence-dependence
charts.

4.2 Preparation of the diagnostic tool

The objective here was to develop a tool to helfESMeduce their vulnerability to their
major risks. The approach draws upon the work ohdlml (2008)inter alia on reducing
the vulnerability of SMEs to flooding. Mengual salibes to risk analysis methods that
are based on a deterministic approach (i.e. serémssis the main parameter of the
analysis).

The tool had two modes of operation. These werédentification and diagnosis and b)
the treatment of problems. The diagnosis had tweatibes. The first was to identify and
prioritize the vulnerabilities of the business inegtion in terms of its evolution. The
second was to determine the extent to which the pamy had developed a risk
management system. Using the diagnosis, the treastege aimed to supply and evaluate
a range of possible solutions appropriate to tipalséities of the organization.

From an operational perspective, the objectiveheftbol was to make the entrepreneur
more aware of the vulnerabilities of their orgatima and to consider ways in which these
vulnerabilities could be treated. The value of gsthe life cycle approach was that it
shifted the ‘center of observational risk’ from astand complex environment to a known
system. The effect of this was to integrate theegméneur (as the knowledge holder) into
the process. Furthermore, founding the tool onctivecept of the maturity of the company
reduced the scope of the investigation and madgodisible to propose solutions of
sustainable proportions for the business.

The method was implemented using a series of questires which focused on the
various functions of the business. This made tkaltg easier to understand and increased
the entrepreneur’s awareness and knowledge of #jer misks faced by their business.

The diagnosis was divided into three phases:
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The first phase (Stage 1; questionnaires 1-4) statsiof the characterization of the
system. In this phase the system state was detedniimough questions which established
where the organization was in terms of its life leyaescribed vulnerability criteria and
defined the level of organizational maturity. Thiage of the diagnosis can be likened to
the ‘establishment of context’ which forms partloé risk management process.

The second phase (Stages 2-6; questionnaires aiff)d to discover the company’s
vulnerabilities. This information was gathered tigh a series of fifteen questionnaires,
divided into five sets which corresponded to: tledirdtion of the general and functional
context, determination of what constituted an eveéetermination of the level of analysis,
determination of the level of treatment and thefnitization of vulnerabilities.

The objective of the third phase (Stages 7 and &) @ reduce the vulnerabilities of the
company. This phase consisted of two Stages. IgeSta(Hierarchical organization of
vulnerabilities), measures to reduce vulnerabilitgre chosen and planned. Stage 8
(Selection and planning of measures to reduce valtil@ies) consisted of implementation
and follow-up.

Taking the production function as an example, redpats were asked:

- To describe the internal context of the businegsrms of the composition of functional
teams, the relations between them, their abilityetact in normal and abnormal situations,
their skills, etc.

- To describe the external context of the busiriasterms of subcontracted activities,
purchasing conditions, the state of the relatiorswben the company and its main
suppliers/subcontractors, its financial health, etc

- To estimate the extent to which the owner-man#gaffected by critical events. This is
done using two temporal spheres. The first concermsompany’s history and experience
which has influenced and conditioned the type oforimation that impacts the
entrepreneur’s decision-making. The second is dmate of future impacts. This is
arrived at by asking the entrepreneur to forechstr tfront-line exposure to relevant
potential events.

- To identify and estimate the nature and gravitthe consequences of events, taking into
account both events that have already happenegdaadtial future events.

- To determine if the organization has put in pJdoe each function, actions that respond
to known events and also to establish if the comgarsures their efficacy.

4.3 Testing and validation of the method
Adjustment of the diagnosis development

An initial test of the theoretical elements wasriear out using a group of internal experts
from the AFNOR Group (the French National Organaratfor Standardization). The
group was given the objective of investigating dfuestion, ‘how does the maturity of the
organization influence its risk management prasfitelt was composed of AFNOR'’s
Marketing and Innovation Director, an engineer amd Regional Delegates, and was led
by AFNOR’s Research and Marketing Analyses officEne procedure for the working
session was the following:

- Step 1: Presentation of the general context &f $kession (research carried out,
development of a diagnostic prototype, etc.) byrésearcher to invited experts.

- Step 2: Specific contributions from the researdbeexperts in order to explain the risk
management process, the life cycle concept, etc.

- Step 3: Methodological contributions from AFNOMRegsearch and Marketing Analyses
officer to experts in order to present the orgamraand objectives of the working

session, to describe the working grid, etc.

- Step 4: Each expert completes the working griihtainto account the life cycle model

provided and each individual's personal experience.

- Step 5: A debriefing is conducted in order tolexi! the conclusions of each participant
and to identify variations between responses.

- Step 6: The group was asked to discuss eachraiffe in order to identify and collect

explanatory elements.
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- Step 7: An assessment of the session serveddotieck the information collected and
to carry out an initial cross-check of the varicosnponents gathered.

Adjustment of the diagnostic questionnaires

To validate that the questionnaires used in thegrdiatic tool were logical and
understandable, meetings were held with two erdreqirs.

Workforce Education level of the Maturity of the
entrepr eneur business
EnterpriseA 2.t Vocational qualification Surviva
Enterprise B 1 Vocational qualification Creatior

Table 3: Characteristics of companies used forstatjent of the questionnaires
Validation was carried out in four stages:

- Stage 1: first meeting with the entrepreneur

- Stage 2: the entrepreneur completes the diaigrmststionnaires

- Stage 3: the researcher delivers the resulisec@inalysis and an action plan is
established

- Stage 4: the entrepreneur completes the metalidhtion questionnaire

The exercise highlighted the necessity to makeratetements clearer, such as questions
related to the role of stakeholders, and reseandhdavelopment. Several questionnaires
were reorganized to reduce the time taken to camplee diagnosis. As the tool evolves
from a diagnostic tool to an auto-diagnostic titalpay be necessary to include a glossary.

Initial validation of the method and research hypothesis

An initial experiment aimed to validate the propbseethod, i.e. to verify its coherence
and relevance with respect to the target userrdardo reduce the impact of contextual
biases, testing was carried out in a limited geplgical area of France. Five companies
constituted the working sample.

Workforce
Enterprise 1 1
Enterprise 2 2
Enterprise 3 7+1
Enterprise 4 5
Enterprise5 | To be selected

Table 4: Characteristics of the companies partizigan the initial validation of the
method and research hypothesis

This experimental phase began with a meeting Withentrepreneur. The first meeting was
central to the diagnosis. In it, the general congsd objectives were presented, progress
was evaluated on the Stage 1 questionnaires reiatihaé characterization of the company
and Stages 2, 3, 4, 5 and 6 (questionnaires 5{f18)eodiagnosis were completed. From
this, the researcher proceeded to Stage 7 (Hiecatabrganization of vulnerabilities) and
prepared Stage 8 (Selection and planning of mesison@duce vulnerabilities).

In a second meeting the results were presentedhendiagnostic report was delivered.
Discussion of the proposed measures made it pedsitdstablish an action plan (Stage 8).
In conclusion, the entrepreneur was asked to cdmplguestionnaire related to :

- the coherence of the results obtained compardtktadtual situation of the company
- the benefits of the diagnosis for the entrepreaadrthe company

The research hypotheses were validated or invalidasing the results obtained from the
various companies forming the sample. To achieig thwas necessary to compare the
detailed results of the analysis with the reselsgiothesis.
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5 CONCLUSION

The development and integration of a risk manageémsgstem in an SME should be
dictated by level of its organizational maturity iai influences, among other things, the
actual needs of the company.

In practice, the results obtained suggest thatraben of assessments designed for small
businesses and based on the concept of risk sheultbdified. These include assessments
in the fields of insurance and banking. The restdts also serve as a framework for the
development of procedures and associated toolgrmksifor SMEs which require the use
of dynamic and evolving approaches to risk manageme

However, it is important to underline the fact thihese works only represent a first
contribution which necessarily has to be continiiiredugh various aspects.

About descriptive elements of the problem, it wobl interesting to deepen one by one
the various constituents of the contextual triptg€the risk management.

Considering the studied organization, an imporiaatk is to be done with the aim to

obtain a more detailed functional typology of trempany. The main objective of this

reorganization is in fine an optimization of thdusions of treatment which are offered to

the organization.

Finally at the level of the environment in whichobxes the company, a very big work

remains to be carried out in terms of descriptiestimation and understanding of

interrelations and the combined relations whichantfihe existence and the functioning of
the company.

6 REFERENCES

Altares. 2010. Bilan 2009 défaillances et sauvegmrd'entreprises en France. Analyse
annuelle du 19 Janvier 2010. p. 37

Antonsson A-B. 1997. Small companies. In D. Bruhale (ed.) The Workplace, vol.2,
part 5.3: 466-477

Clusel S., Guarnieri F., Martin C. Lagarde D. 20Reducing the Risks Faced by Small
Businesses: the Lifecycle Concept. Article approf@dthe ESREL Conference, Troyes,
18th-22nd of September 2011.

Coulibaly A.D. 2004. Les défaillances des PME Bslgeanalyse des déterminants et
modeélisation statistique. Thése de Doctorat. Usit&iCatholique de Louvain

Crutzen N. 2009. Essays on the Prevention of SBadiness Failure: Taxonomy and
Validation of Five Explanatory Business Failure tBats (EBFPs). Doctoral thesis,
University of Liege Management School

Deminski P.H. 2002. Causes des faillites des eng®p suisses « En quéte des causes
profondes », Communiqué de presse du 13/08/2082. p

Favaro M. 1997. La prévention dans les PME, engsiéitéa prise en charge de la sécurité-
réorientation des risques. Les notes scientifigai¢schniques de I'INRS

FERMA (Federation of European Risk Management Aissions). 2003. A RM Standard.
AIRMIC, ALARM, IRM: p. 16

Godet M. 2001. Manuel de prospective stratégiqueuivie 2 : I'art et la méthode. 2éme
édition. Paris : Dunod

Gray C. 1997. Managing entrepreneurial growth: astjon of control? In Deakins, P.
Guilhot B. Sept-Oct 2000. Défaillances d’entreprissoixante-dix ans d’analyses
théoriques et empiriques, Revue francaise de gegim 52-67

Gresse C. 1994. Les entreprises en difficulté. sPEGonomica

Hirigoyen G. 1981. Caractéristiques des Moyenneselprises Individuelles (MEI) en
France, Banque n°408

Julien P.A. 1997. Les PME, bilan et perspectivesis? Economica.
Knight F.H. 1921. Risk, Uncertainty and Profit. €go: University of Chicago Press.
Le Ray J. 2006. Gérer les risques — Pourquoi ? GarmhmAfnor Editions.



11
Lippitt G. and Schmidt W. 1967. Crisis in Developi®rganizations. Harvard Business
Review. Vol.45 (Nov-Dec 1967): 102-112

Martin C. and Guarnieri F. 2008. Pratiques de pnéwa des risques professionnels dans
les PME-PMI. Collection Sciences du Risque et dnd2a, Editions Lavoisier.

Massey C. 2005. Micro by name, medium by nature®dhtation 18 February 2005 at
the Third Research Symposium of the New Zealandtr€efor SME Research.
Wellington, New Zealand

Megginson L.C., Byrd M.J, and Megginson W.L. 208&all Business Management, An
Entrepreneur’s Guidebook. 4th Edition. New York: Bcaw-Hill

Mengual P.G. 2008. La réduction de la vulnérabdigé PME-PMI aux inondations. Paris :
Lavoisier

Scott M. and Bruce R. 1987. Five Stages of GrowthSmall Business. Long Range
Planning. vol. 20 n°3: 45-52

Thornhill S. and Amit R. 2003. Learning About Fadu Bankruptcy, Firm Age and the
Resource-Based View. Organization Science 15 (9¥-809. In Ooghe H. and De
Prijcker S., Failure process and causes of companiruptcy: a typology. Working Paper
series 2006/2

Véret C. and Mekouar R. 2005. Fonction : Risk MamadgCollection Fonctions de
I'entreprise. Dunod

Walters D.R. 2001. Health and Safety in Small Emises. European Strategies for
Managing improvement, P.l.E-Peter Lang S.A, Brussel



