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ABSTRACT

The evolution of the competitive environment together with phenomena such as the increasing globalization of markets make it necessary for SMEs to build managerial development since they are currently characterized by tacit know-how which is strongly tied to the local context and extremely technical in nature. Literature and practice highlight the need to stimulate development of managerial practices in SMEs. The aim of the research presented in this paper is to identify management skills and development needs in manufacturing SMEs and to study empirically managerial practices of Italian and Scottish SMEs using a theoretical and empirical approach.

Research and conceptual elaborations have highlighted the growing need for advanced and codified managerial practices. The process of defining managerial practices in SMEs takes place mostly in response to operational needs, which present themselves at the start-up of the business and improvements are planned, but rather are made only in response to contingent and emerging problems and often offer short-term solutions.

An inductive research methodology developed a taxonomy, which identifies internal/external tactical and strategic tasks in manufacturing SMEs. An in depth multiple case study methodology was carried out in order to compare two high performing Italian SMEs with two high performing and two low performing Scottish manufacturing SMEs. A self-scoring method was applied to assess company performance. Subsequently, two data sets were analysed and compared in order to link managerial practices to achieved performance.
Managerial practices in SMEs are generally not very formalized and they are very centralized. The focus on technical aspects and production can be seen in the rooted conviction that the only real determining factor for competitive success is the technical excellence of the product and production processes and that structured and sophisticated forms of management are seen therefore not necessary. This study investigated which managerial practices are carried out in Italian and Scottish SMEs in manufacturing sector. Moreover, this research highlights the improvement areas in managerial practices that low performing SMEs should develop capabilities in. 

The research has significant implications for SME policy. It seems to be that successful SMEs not only focus on planning but also spend considerable effort in implementation of change and execution of activity plans. Furthermore, it seems to be that successful SMEs are identifying external factors which have impact on their business, whereas low performing SMEs do not carry out this managerial activity. The methodology developed in this study has a general validity because it considers particular context situation and performance related to the firm’s own sector.

Keywords Managerial practices, Small to medium-sized enterprises, Organizational development, performance self assessment.

MANAGERIAL PRACTICES IN SMES 

The critical factors for the success of SMEs are often found on the figure of the entrepreneur-owner, who is frequently personally responsible for managing the activities of the company (Cagliano and Spina, 2000). The SMEs model is characterized by: flexibility and an ability to quickly react and adapt to the competitive environment; processes which are not very structured or “engineered”; significant concentration of decision-making processes in the figure of the entrepreneur-owner; a focus on technical aspects and production; the existence of specialist and tacit knowledge which is essentially technological and evolves through learning processes based on learning by doing (Jennings and Beaver, 1997; Marchini, 1995).

There is large consensus on the fact that the SMEs success is generally credited to the personal and managerial skills of the company’s leader rather than to any specific management practices or processes (Hudson et al., 2001; Hudson Smith & Smith, 2007). Cagliano et al. (2001) point out that advanced managerial practices in SMEs seems to take place characteristically in a less structured and informal fashion. However, in the last few years, many factors seem to contribute to make SMEs’ business model unsuitable and potentially managerial crisis are often claimed. Among the most frequently mentioned reasons are: changes in the manufacturing environment, reduction in product life cycles, delocalization of operational activities, changes in customer needs and market globalization. 

SMEs usually behave in a reactive manner; therefore, the level of strategic planning is poor and there are no formalized decision-making processes. The lack of explicit strategies and methodologies to support the control process leads to both a short term vision and orientation (Brouthers et al., 1998; Marchini, 1995). Interest in the field of organizational development in small businesses has increased significantly among academics and practitioners in recent decades. Although empirical studies have highlighted the importance of the organizational aspect in supporting SME managerial development (Astrachan and Shanker, 2003; Heck and Stafford, 2001; Hisrich and Drnovsek, 2002), many issues have still not been investigated enough.

The prevalence of tacit knowledge, which is context-specific and almost exclusively technical in nature, limits tendency to formalize: the SMEs owner is often convinced that his/her company and his/her niche have characteristics which are so unique that any imported and adapted managerial practice would be inapplicable, since the possibility to successfully operate in the particular niche is solely based on his/her long and day-to-day experience (Cagliano and Spina, 2000). The lack of formalization is often considered positive, as opposed to “bureaucracy”, and is very much tied to the ability of an organization to be flexible and fast (Chittenden et al., 1998). It is therefore not surprising those small companies tends, for example, to adopt formal quality systems only when there is strong external pressure to do so and that when they do there is usually a minimalist approach to implementing the ISO standards (Sturkenboom et al., 2001).

On the one hand, large firms no longer dominate niche markets; and SMEs are often operating within supply chains in which large companies set demanding standards and requirements. Gilmore (1966: 48) gives an example in his article that “a major challenge to the small traditionally managed business, which wishes to be a prime contractor, is that it must do long-range planning to determine where it will place its limited resources so as to be in a position to make the strongest technical proposals.” The author underlines that although SMEs are overloaded with current problems and have the attitude that adoption of advanced managerial practices seem a luxury that can be afforded by the large organisations, SMEs could move to developing skills in managerial practices especially growth oriented ones if they adopt a new executive approach. In addition, it is proved that “long-range planning is feasible for the product division of a large decentralized enterprise, and then it should be feasible for a small business”.

Empirical research and conceptual elaborations have highlighted the need to overcome this vision of the root of success of SMEs as well as the need for a greater development of managerial practices for SMEs. In these companies, managerial practices are created when the company starts up even without the necessary professional experience to do so, and they are quickly consolidated in response to operational needs. Consequently, not only do these practices prove to be inadequate when they are introduced, but also they tend to become outdated quite fast. Any change that takes place in an SME tends to be the result of new employees with new professional skills or interventions by external consultants, both of which are infrequent and inefficient. SMEs have reduced mobility and the use of external consultants, in addition to being a rare event, is often problematic as well since the external consultant tends to transfer his/her own specific knowledge without making enough of an effort to contextualize the knowledge by taking account of the specific competitive context of the individual companies.

The entrepreneur tends to be auto-referenced and not have enough control over the company; he/she is rarely able to get real feedback from inside the company due to lack of both competences and an appropriate managerial culture. There is also little faith in managerial practices, intended as rationally designed formalized management, as an effective means of generating improvements in performance. Furthermore, the competitive advantage of SMEs is often tied to contingent factors which cannot be foreseen and formalized (Jennings and Beaver, 1997; Biazzo and Bernardi, 2003). SMEs find it difficult to envision themselves as anything different from what they are and they also find it difficult to use benchmarking tools (Cassell et al., 2001), especially if these tools are defined without considering the characteristics of SMEs. As the research carried out by Monkhouse (1995) demonstrated, a paradox exists where SMEs have greater potential than large companies to benefit from benchmarking but often the techniques required are unknown or inaccessible to them, or at least perceived as such.

In contrast to current characteristics of SMEs, Cagliano et al. (2001) point out that there is a call for facilitating the adoption of advanced management practices by small companies. The firm’s ability to manage managerial processes, i.e. the processes that primarily affect the way management operates when making decisions and exercising control (Teece et al., 1997; Dyer and Singh, 1998) determine how well a competitive advantage is sustained and were identified by adopting the logic used by Porter (1987) to define the value chain. 

In order to be internally consistent, organizations must have tightly interdependent and mutually supportive strategies, structures and processes (Mintzberg, 1989). SMEs tend to dedicate most of their attention to operational and technological aspects neglecting organizational and managerial problems. The coherence between strategy, structure and process is lacking, and although a lack of organizational capability is initially absorbed through voluntary and over-extension of capacity, it could than cause managerial crisis. In order to cross the “chaos threshold”, SMEs have a natural, perhaps intrinsic, inertia to developing their managerial capacities in order to be able to satisfy the strategic requirements and specific features of the business area they operate in (Garengo and Bernardi, 2007). 

Managerial practices are often considered unsuitable to meet a company’s needs. Recently, some empirical investigations have started to be carried out on the systems required to support managerial growth in SMEs (Garengo et al., 2005). However, no enough models or tools have been available for assessing managerial development in SMEs (Dressler, 2004). In this perspective, it is clear that it is extremely important to provide SMEs with adequate tools and methodologies supporting the analysis of managerial practices. 

INDUCTIVE RESEARCH METHODOLOGY DEVELOPMENT

This article is part of a large scale research project that looks at management practices and processes from a business process view and aims to understand what differentiates successful companies from low performing companies in a number of Western and Eastern European companies such as Scotland, Italy, Poland, Germany, Turkey and England. This research project aims to understand manage processes and claims that managerial practices are building blocks of manage processes, namely set direction, monitor external environment, manage strategy, manage change and manage performance. ‘Manage Processes Project’ developed a comprehensive taxonomy through an inductive methodology by using discourse analysis. 

It is worth to clarify that the purpose of this paper is not explaining the taxonomy development process but rather the researchers are intending to use the taxonomy as a research tool to understand managerial tasks in companies. The researchers in this paper adopted internal tasks, external tasks and strategic tasks sections of the wider taxonomy. Figure 1, 2 and 3 demonstrates those parts of the taxonomy more in detail.

The taxonomy developed in ‘Manage processes project’ in Figure 1, 2 and 3 is applied to two high performing and two low performing SMEs in Scotland and two high performing SMEs in Italy in manufacturing sector. The researchers selected those companies because the high performing companies are growth oriented and considered to be successful in their attempts. On the other hand, low performing firms also selected in order to carry out a comparative analysis between successful and less successful companies. The Scottish and Italian universities has got close contacts with those companies and therefore, selection of case study companies is consistent with “judgement sampling” (Singh & Mangat, 1996). Exploratory multiple comparative case studies were chosen as a research method. Face-to-face interviews were carried out with senior and middle managers. Audio recording and note taking were used as data collection methods. Semi-structured questions, guiding the interviews, were asked in order to facilitate natural conversations about the firm, the manager’s job, major decisions made and major changes that the organisations had been through. This approach is also useful in exploratory case studies when “the primary purpose is to understand the meanings interviewees attach to issues and situations in contexts that are not structured in advanced by the researcher” (Easterby-Smith et al., 2004: 86). 

At the beginning of the interviews interviewee was asked explicitly and quantitatively to assess and rate the firm’s performance according to the criteria in Table 1 (1: Well Below Average in Sector; 2: Below Average in Sector; 3: Average; 4: Above Average in Sector; 5: Well Above Average in Sector). This information has been used to classify the performance of the case study company. There are weaknesses of this approach as scoring of firm performance is subjective to the manager’s perception and knowledge of the sector and the firm’s performance in that sector. However, it is very difficult to access performance reports for SMEs from external sources. Therefore, the following approach is adopted in this research.

Table 1 – Self Performance scoring of companies in the sample
	 
	Scot A
	Scot B
	Scot C
	Scot D
	Italy A
	Italy B

	
	
	
	
	
	
	

	Revenue growth 
	4
	5
	2
	1
	3
	5

	Market share growth 
	4
	3
	2
	2
	4
	5

	Profitability growth (= Net profit / revenue)
	4
	5
	3
	1
	3
	4

	Value added productivity growth(= Gross Profit / total number of employees)
	3
	5
	3
	3
	4
	5

	Cash flow 
	3
	5
	3
	1
	4
	5

	New value streams - i.e. new products or services, new markets, etc
	3
	2
	3
	2
	5
	5

	Investments - R&D, new processes, skills, strategic assets/capabilities, intellectual property
	4
	2
	2
	2
	5
	5

	Employee satisfaction and morale
	4
	3
	3
	1
	5
	5

	Total Performance Score
	29
	30
	21
	13
	33
	39

	 
	 
	 
	 
	 
	 
	 

	1: Well Below Average in Sector; 2: Below Average in Sector; 3: Average
	 
	 

	4: Above Average in Sector; 5: Well Above Average in Sector
	 
	 
	 


Manage processes project developed the following taxonomy in Figure 1, 2 and 3 through an inductive methodology. Ten pilot case study audio recordings of interviews are analysed by using discourse analysis and N-Vivo software. Discourse analysis and a series of workshops have identified common themes in managerial tasks. These can be grouped under three wider classifications, namely strategic tasks, external tactical tasks and internal tactical tasks. The taxonomy developed identifies managerial tasks in companies from a bottom up approach. 
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Figure 1 – Internal tactical tasks in the taxonomy
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Figure 2 – External tactical tasks in the taxonomy
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Figure 3 – Strategic tasks in the taxonomy

CASE STUDIES

The purpose of the empirical study is to understand managerial practices of SMEs as well as carrying out a comparative analysis between different international experiences that are Scottish and Italian in this research paper. To achieve this, the following two research questions identified:

· What are the managerial practices in high and low performing Scottish and Italian SMEs in manufacturing sector?

· What are the improvement areas in managerial practices that low performing SMEs should develop capabilities in?

In order to answer the above questions the researchers selected two growth oriented SMEs in manufacturing sector in Scotland and two in Italy. The researchers also selected two low performing SMEs in Scotland in order to compare managerial practices among low and high performing firms. The companies are described according to size, number of employees, sector, business model, strategies, current issues within the company and a brief history. The selection process resulted in the identification of the following companies:

· Company Scot-A, is part of an international PLC that is around in construction business for 22 years and based in the UK. Ownership structure is international. In 1985 there were 5 employees; this has since grown to 106.

In the late 1970s the first mast climbing platforms were imported into the UK from Germany, Sweden and Holland, along with scissors and booms.  Plant hire companies saw this product as flavour of the month and purchased mast climbing platforms and scissors and booms.  However the people using this equipment were inexperienced and therefore there were fatalities due to incompetence on the site.  These fatalities killed the mast climbing industry in the UK at that time.

The firm started out in 1985 with public sector contracts, specifically on high-rise tower blocks.  Within four years they were doing £1 million of business.  Today they work predominantly with contractors.

They are in a growth industry and are the leaders in the market place and have acquired almost every competitor.  The firm joint ventured in 2000.  Today they almost have the monopoly in the U.K.

· Company Scot-B, established in 1952 and operating in hose, tubing and ducting as part of a larger group for 20 years. Employs 106 people. The firm is in a period of transition.  Over the last ten years, the focus has been on growing the plastics business due to the phenomenal demand in this area.  Now that this has reached saturation and may be in decline, they are struggling to develop the business in other areas.  They find it difficult to innovate, perhaps due to a lack of external market information.

The company opened a plant in Malaysia in 2003 to support their largest customer, who now manufactures their cleaners there.  This plant is a low cost labour facility.  This decision resulted in loss of jobs in the U.K, but was necessary to protect the long-term future of the business in Glasgow.  

It appears that decisions are made on more of a financial basis rather than an operational basis since Scot B’s strategy has to be to satisfy the parent company.  However this is perhaps a short-term view and this can constrain their ability to be flexible to customer demands.  For example, when deciding how much free capacity they should carry.  This is a debate at the moment.  The production manager would like to have 20% up side flexibility in order to respond quickly.  If they don’t have the capacity then they can’t take orders on.  Customers won’t wait and they want it now.  However the financial controller is not fully convinced that this is what they should do because he is looking at it from a financial point of view.

· Company Scot – C, approximately five years ago there was a significant change in the organisation when the running of the Group was handed over to a new CEO. At the time of handover, there were several pump companies under the umbrella of the Scot C Group, however the MD created two separate divisions i.e. Liquid and Minerals and the pump companies were allocated into one of these categories. A series of acquisitions followed to the extent that Scot C is now one of six companies within the Division. Each of these companies has its own managing director.
In 2006 Scot C returned to profit for the first time since 1999, an achievement largely attributed in the interviews to the introduction/promotion of key personnel over the past few years. The company is undergoing a further restructuring at the moment to break it down into two separate ‘departments’; Scot C OEM (Original Equipment Manufacture) and Scot C Spares.

In terms of numbers, approximately 100 people are involved in the Spares work which has a £25m turnover and approximately 500 are involved in OEM which generates £45m turnover.
There appears to be no formal protocol for senior managers to either communicate with or manage their staff, however all seem to take the same ‘hands-on’ and open approach. Consistency regarding the development of staff is provided through the PDP (Personal Development Program). All managers are aware of how their function affects the rest of the business and so process lines are well understood. The business has no formal scanning system and any information gathered is communicated at meetings or informally through conversations, if deemed relevant. 
· Company Scot – D, Company is described as a Technical Operation which is based in Scotland and is a business unit of the larger group. The management team consists of 8 people who are responsible for running the Scot D technical operation. All members have a direct reporting line to the plant manager and, with the exception of the head of manufacturing; they also have global and/or functional reporting lines.  
The larger group products and services are sold in over 120 countries on all continents. They employ around 19,300 people at 79 sites in 28 countries and 24 research centres in 12 countries. The company’s main market has historically been Imaging & Inks. The split in its current market is approximately 50% Imaging & inks, 25% Paints and 25% Plastics. Scot D’s products are termed classical organic pigments as opposed to high performance pigments. The plant currently produces approximately 17,500 tonnes annual output from the site, over 80% is exported. The products are sold as powders, aqueous pastes and in dry granule form.

Vision - “We create effects to improve the quality of life.”

“We add performance, protection, colour and strength to automobiles, clothing, packaging, home and personal care products and much more.”

Mission - “Scot D is a global leader, committed to be number one in all our chosen markets.”

“We strive to be the partner of choice for customers seeking innovative effects to enhance the performance of their products. We endeavour to be the employer of choice for the best people. We are determined to create value for our shareholders.” 
However, Scot D has been experiencing a number of management issues within the last few years such as:-

· low staff morale due to redundancies and effective pay cuts through shift pattern changes could impact in a number of areas 

· level of enthusiasm for change

· maintaining efficiency and effectiveness (quality, level of output etc)

· most project team members have other responsibilities as well and are not full time on the projects

· training is identified as one of the key areas for success – time to do this whilst carrying out existing jobs and roles and maintaining supply

· Company Italy-A, Company IT A, established in 1962 and machining and anodising aluminium components. It specialises in designing and manufacturing handles, trims, panels and knobs for the appliance industry. It employs 57 people and turnover is almost 7, 6 million Euros.

Since the Company was established, for 20 years it grew up quite quickly in different market segments. During the 1980s the Company went into crisis, brought about by increasing competitiveness, lack of strategy and managerial culture. In order to bring back the business into the market and compete with competitors, there was a need to change both managerial and operational practices, as well as redefine the strategy. However, the founder was not able to do that; he could not change his managerial approach. In 1989, the entrepreneur was retired and his son took up the management of the firm.

The new manager stated the necessary reorganization and a focused/specialized strategy was implemented. The re-organization involved both the core business and the managerial practices. The customer focus was given as one of the Company’s main interests. Soon the Company tried to acquire new markets and a new business model was proposed to answer to the needs of new customers. 

This new strategy and management style required more information. A quality manager with managerial experience was engaged and he encouraged management approach based on quantitative data. The need to improve the management information system was highlighted. As a consequence, using free software and internal knowledge, the management information system (MIS) was improved to support performance measurement system. In a few months, the advantage of the new system was highlighted and new investments in MIS were planned. 

Recent interviews with the management team lead us to suppose that the company could get into a new organizational crisis. Further growth of the Company would require delegation and empowerment. Management considers that managerial system (particularly performance measurement system) will be the main tool supporting this further growth and prevent the managerial crisis.

· Company Italy-B, produces and sells pumps for use in industry, civil engineering and emergency duty. The Company began life in 1932 as an individual enterprise, and pump production commenced in 1948. Its name is known for high quality pump design and construction. Currently it employs 110 people and its turnover is about 23 million Euros.

In a few years, the Company increased its dimensions and now it is present in three main markets: industrial, civil engineering and safety. The growth process emphasized the need of organizational capability to promote empowerment, improvement in managerial and cost control, etc. Investments on managerial tools and systems were promoted, as well as suitable learning. In Company B, the entrepreneur and a part of the management team demonstrated an in-depth interest in IT investment. This company was one of the first Italian SMEs that implemented an ERP system with computer-based warehouse; large amounts of resources were spent in technological tools and software. This generated an internal context favourable to PMS development. 

The company started to measure performance but during the first stages PM benefits were not highlighted. Management style boycotted the gathered information. Many detailed reports were periodically prepared but they were not available to management. Nobody knows the real use of it. Only one person, the account manager, could read the information that was used to legitimize her power position. The improvement in organizational capability has not emerged. 

The company stopped taking part in quality awards because it was clear that organizational development was not taking place. A managerial crisis overpowered the company and in a few months it was sold. The need for managerial development surfaced very quickly with the new ownership. The new management is promoting the improvement of the managerial system support improvement in organizational capability.

CODING OF RESULTS 

Table 2 includes strategic, internal tactical and external tactical tasks from the taxonomy (Figure 1, 2, and 3) on the first column. These tasks such as planning short term activities, communicating suppliers and planning resource requirements are mapped on all case study companies.

Consequently, Table 2 summarises the results of the analysis of each company according to the taxonomy developed for this study and demonstrate that both exhibit some of the expected characteristics of SMEs, as derived from the literature. Evidence for the coding practice in Table 2 is available on audio recordings, SPSS database that holds codes for all case studies and full case study reports. On Table 2, if the company demonstrated any evidence in corresponded to the related task, the authors put a tick for that task indicating that the relevant task is carried out in that company.

Table 2 – Results from case study companies

	SME Managerial Practices
	Italy B
	Italy A
	Scot B
	Scot A
	Scot C
	Scot D

	Tactical Internal Tasks
	
	
	
	
	
	

	Plan short term activities
	
	√
	
	√
	√
	

	Plan short term performance targets
	√
	√
	√
	√
	√
	√

	Plan change program
	√
	√
	√
	√
	√
	√

	Communicate company performance
	
	√
	√
	
	√
	√

	Communicate change
	
	√
	√
	√
	√
	√

	Communicate strategic objectives
	
	√
	√
	√
	√
	√

	Communicate general
	√
	
	√
	
	√
	√

	*Implement activities plan
	√
	√
	√
	√
	
	

	*Implement change
	√
	√
	√
	√
	
	

	Train
	√
	√
	
	√
	√
	√


	Invest
	√
	√
	√
	√
	√
	√

	Check staff performance
	
	
	√
	√
	√
	√

	Check financial performance
	√
	√
	√
	√
	√
	√

	Check KPIs
	√
	√
	√
	√
	√
	√

	Revise business measures
	
	√
	√
	√
	√
	

	Define improvement activities
	√
	√
	√
	√
	√
	√

	React Feedback
	√
	√
	√
	√
	√
	√

	Reward
	
	
	√
	√
	√
	√

	Tactical External Tasks
	
	
	
	
	
	

	Monitor suppliers
	√
	√
	
	√
	√
	

	Communicate with suppliers
	√
	√
	√
	√
	√
	

	Monitor customers
	√
	√
	√
	√
	√
	

	Communicate with customers
	√
	√
	√
	√
	√
	√

	Monitor competitors
	√
	√
	√
	√
	√
	√

	Communicate with competitors
	
	
	
	√
	
	

	Monitor macro environment
	√
	√
	√
	√
	√
	√

	Interact with trade unions
	√
	√
	√
	
	√
	√

	Strategic Tasks
	
	
	
	
	
	

	Develop mission, vision and values
	√
	√
	√
	√
	√
	√

	Review mission, vision and values
	√
	√
	
	√
	
	√

	Develop business goals and objectives
	√
	√
	√
	√
	√
	√

	Review business goals and objectives
	√
	√
	√
	√
	√
	√

	*Develop business activities plan
	√
	√
	√
	√
	√
	√

	Review business activities plan
	√
	√
	√
	√
	√
	√

	Develop key performance indicators
	
	√
	
	
	
	

	Review key performance indicators
	
	
	
	
	
	

	Plan resource requirements
	√
	√
	√
	√
	√
	√

	*Identify external factors which have impact on business
	√
	√
	√
	√
	
	

	PERFORMANCE SCORE
	39
	33
	30
	29
	21
	13




CONCLUSIONS AND IMPLICATIONS FOR SME POLICY

This paper seeks to contribute to the body of knowledge about management development needs in SMEs by expanding knowledge about managerial practices in these companies. Firstly, a literature review highlights characteristics of SMEs which influence profoundly managerial practices in SMEs. Secondly, a classification of these practices is suggested and a taxonomy to investigate manage processes is adopted to carried out the empirical study. 

Data analysis suggests that Italian cases and Scot A and Scot B companies are scoring significantly more than average in their performance scores; therefore we considered them being high performing companies within their sector. On the other hand, we took two Scottish cases with a lower performance score in order to compare successful and less successful company managerial practices in the light of the taxonomy developed in this research. 

In relation to answering the first research question of “what the managerial practices are in high and low performing Scottish and Italian SMEs in manufacturing sector”, data analysis suggests that taxonomy is proven to be useful to understand managerial tasks in companies. There seems to be a pattern that successful SMEs no matter in Italy or Scotland follow advanced management practices in order to grow and sustain competitive advantage in the global market place. There seems to be a balanced distribution over strategic and tactical tasks as they were carried out in companies. However, the researchers note that there seems to be a significant difference between successful Italian and Scottish company performance scores. This could indicate that contextual factors such as competition, leadership or culture in two countries are different and this might have an impact on the way managers perceive their company performance. 
The researchers also conclude that in contrast to existent literature on operations management and strategic management in SMEs, successful companies not only focus on improving internal tactical tasks in order to improve technical excellence and to solve day to day problems but also endeavour to spend time and effort in strategic tasks as well as external tactical tasks.

Answering the second research question, Table 2 indicates that in less successful companies (Scot C and Scot D) they pay no or very little attention to ‘identifying external factors which have impact on business’ whereas in successful companies there is a greater awareness on this managerial activity and all four high performing companies are populating this activity in the taxonomy. Another implication for SME policy is less successful companies seem to be ‘developing business activities plan’ however, they are lacking managerial capabilities and skills to ‘implement activities plan’ and ‘implement change’ within their business. In contrast, successful companies are both competent in planning and executing strategic action plans and change.

Consequently, the researchers can suggest that SMEs should not only focus on planning activities but also implementation and execution activities. The research presented in this paper also suggests to SME policy makers that SMEs should concentrate on external environmental analysis.

Although the paper has highlighted the existence of the positive impact on companies’ performance obtained by SMEs which adopt advanced managerial practices, there is an obvious need for further work to substantiate these conclusions through empirical research including more SME companies in the sample. Moreover, the influence of contingency factors should be empirically investigated further. 

LIMITATIONS AND FUTURE WORK

This study employed a self assessment performance scoring method in order to measure company’s performance; however there are weaknesses of this approach. This approach was found to be convenient during interviews in order to asses firm’s performance within its sector. For SMEs it is difficult to get sectoral performance data from external sources. The researchers believe that this approach is useful and prefer to have some performance data relative to sector rather than having no performance data even though this approach can not be considered as being completely robust and objective.

On the other hand, in subsequent investigations, the researchers should broaden the number of companies by including a bigger sample of not only leading companies but also more low performing companies in order to see whether there is a different pattern in terms of populating the tasks in the taxonomy. The researchers also recognize the need for a more balanced sample of companies from Italy and Scotland in the next step to this research. However, in this study only two Scottish companies with a lower performance score were available for data analysis. The researchers also believe that there are clear differences between Italian and Scottish SMEs such as the operating environment, leadership and culture. However, market globalisation might be one of the reasons of not being able to catch the differences in tasks composition between these two different contexts.

As a further study the researchers will use the taxonomy developed and proven to be useful to understand managerial tasks and carry out more empirical investigation on a bigger sample from western, central and eastern European cases.
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