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Abstract

There have been a shift in policy towards a more co-ordinated approach to management and leadership development in small and medium enterprises (SMEs) with a new set of initiatives that seek to stimulate demand and work with informal learning. The paper provides a framework of approaches to SME development and some early results of one initiative, which confirm a preference for informal learning. The paper goes on to explore how the concerns of SME managers can be used to construct the scaffolding for development. Vygotsky’s notion of the Zone of Proximal Development  is used to explore the work of two consultants, who acting as intermediaries, sought to engage with ‘non-engaged’ leaders in SMEs. It was found that persistent efforts were necessary to achieve a bodily ‘presence’ before engagement could begin. Further considerable rhetorical skills of conversation were necessary to ensure an agreement for development
Introduction

In her response to the  report of the Council For Excellence In Management And Leadership, on Monday, May 13, 2002, the then  secretary of State for Trade and Industry Patricia Hewitt, highlighted a “lack of leadership within the company and inadequate management” as well as ‘bad luck’ as the reason why 37.5% of SMEs close within first three years of operating. However, as Perren et al (2002) pointed out, for management and leadership provision in SMEs, there has been particular confusion with central government responsible for over-lapping agendas between departments and a ‘jumble of funding drivers’ (p.15) leading to an over-emphasis on the supply of SME learning and development opportunities without sufficient attention to the stimulation of demand or the circumstances that make demand. In the follow-up, there does seem to have been a shift in policy and aspiration, with some movement towards a more co-ordinated approach a Government Action Plan for Small Business seeking to provide a more ‘joined up’ service with a new set of initiatives that seek to stimulate demand and work with informal learning. For example, part of the action plan focuses on the building of capacity for growth by raising performance across key areas such as management and leadership skills. Thus, a recent programme of management and leadership development, delivered through local business links provides ‘tailored support and funding for managing directors’ in SMEs. In this paper, we will report the emerging results of this programme in West Yorkshire. In doing so we will make use of a  framework that has been developed  to map leadership and management skill provision available to SMEs that reflects the various ‘worlds’ of SME managers, positing 25 domains of SME management and leadership possibilities.  We will report the findings of working with two intermediaries, who sought to engage with SME leaders and move them from one world to another, on a path of development for the leaders themselves and their organisations. In particular we will employ Vygotsky’s (1978) socio-cultural theory of learning and the notion of a ‘Zone Of Proximal Development’ to underpin the construction of a path of leadership development. In this process, we will highlight the importance of  ‘scaffolding’ (Wood et al 1976) whereby  coaches and mentors work within the a leader’s ZPD,   so that problems can be attempted and completed by the leader at a level beyond which he/she would be incapable alone. In this way, through a series of successful completions and quick-wins, the relationship can be advanced and the future path of development constructed   At the heart of progression are the dialogic utterances and responses of the helper and leader. However, this has to be completed sensitively as, for small business leaders, such interactions also carry the potential for negative or defensive responses caused by the apparent attack on a valued identity (Gold and Devins, 2004).

Leadership Learning in SMEs

There is little agreement generally about what leaders do and/or the meaning of leadership. Thus an eminent writer in the field such as Senge (1999) has suggested ‘There’s a snowball’s chance in hell of redefining leadership in this day and age’ (p.81) and, in the UK,  the Performance and Innovation Unit  (PIU 2000) found little agreement on the qualities required for effective leadership and the impact of development programmes on organisational outcomes. Further, many would argue that the separation of leadership from management is not particularly helpful (Mumford and Gold, 2004) and this would seem particularly the case in SMEs, where running the business on a day-to-day basis has to be combined with overall responsibility for the ownership, governance and direction of the business. Whether it is called management or leadership development is not particularly relevant to SME managers, what is important is that any learning is closely associated with moving the business in the direction (or not) that reflects the desires and interests of the managers. 

Given the general finding in SMEs that there is a lack of time available for anything other than operational activities (Garengo et al, 2005), it is hardly surprising that most learning in SMEs of any kind takes place outside a formal education setting (Eraut 2000; Billett 2001) with SME managers significantly learning from peers, customers and suppliers, even if this is not recognised as learning by the managers themselves because it is part of everyday and valued interactions (Doyle and Hughes, 2004). Informal learning in SMEs occurs by doing, exploring, experimenting, copying, problem solving, opportunities taken and lessons from mistakes made in the process (Gibb,1997; Beaver et al., 1998; Dalley and Hamilton, 2000). Learning in SMEs is mainly an everyday phenomenon and possibly has no ending, therefore whatever experience people acquire in their everyday life, ends up as part of the learning process (Billett 2000). Further any learning by SME managers is also likely to feed into his/her community where the learner is part of the environment and the change process rather than being remotely isolated “spectator”. As Beckett and Hager (2002) proclaim, such learning is both holistic and organic with a stress on the importance of dispositions and abilities. To this extent, learning by managers in SMEs also has the strong potential for organisation learning.

There is growing  recognition that it is informal learning that should be given prominence in SME management and leadership development. Evidence of the recognition of this by the UK Government can be seen in the Action Plan for Small Business that seeks to provide a more ‘joined up’ service and a new set of initiatives on a broad front that attempt to stimulate demand and work with informal learning, using brokers to ensure a match between SME needs and provision. As the Council for Excellence in Management and Leadership advocated, it is necessary to join the SMEs ‘in their world’ (CEML 2002), providing support that reflects their personal aspiration and ambitions and enables managers to take ownership of their own development.

If there is mainly a preference for informal learning in SMEs, when it comes to the provision of management and leadership learning activities, a crucial factor is the disposition of managers towards the growth and performance of the organisation. It has been consistently recognised that many SME managers are more concerned about survival rather than growth (Gray 2002). A range of internal and external factors have been identified as an influence on this concern including industry structure and competition, entrepreneurial decisions, employee relations, entrepreneurial objectives, organisational culture, education and training, and prior experience (Simpson et al., 2004).  Most SMEs seem to lack the desire to plan strategically, not to mention SMEs lack of understanding of their critical success factors. Thus strategy development and long-term business growth are, more often than not, are relegated to the background or do not feature at all in the “thinking” of SMEs (HM Treasury, 2003).  Garengo et al’s (2005) recent systematic review of literature relating to performance measurement in SMEs seems to confirm this situation. It was found that lack of time for anything other than operational activities was preventing a move to more long term and systemic measures of performance. There is little time available for proper analysis of performance, so even if models are employed, implementation tends to be incomplete or incorrect. Again, the informality is emphasized with little attempt to plan measurement; instead, it is responsive to and emerges from solving problems, the consequence of which is that any measures that do emerge are past-oriented and developed to support control.
A Map of Management and Leadership Development in SMEs

The various dispositions of SME owner-managers towards learning, performance measurement and growth suggests a variety of possibilities for management and leadership development. We summarise these on a grid where the axis consider firstly, the nature of SME learning  and secondly, the possibilities of provision for development. The learning axis provides a dimension where preferences can range from highly informal to highly formal. Management and leadership development provision can range from highly operational where survival and the constraint of current operations are the priority, to highly strategic where owner-managers are able to move towards long term planning, using more systemic approaches to performance measurement and seek more strategic learning. To operationalise the use of these dimensions, we decided that each could be seen as scale of possible positions ranging from 1 to 5 where:

1 = highly informal or highly operational

5= highly formal or highly strategic

This provided us with a basic framework for a map as shown in Figure 1.
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Figure 1

This map suggests 25 possible combinations of learning and provision. Each combination represents a possible position based on particular judgments about learning (L) and provision (P) e.g. L1, P1 would indicate learning that was highly informal and highly operational, perhaps the typical position of most SMEs. To develop these in more detail required the naming of criteria for each dimension and the specification of how the variation in the criteria could explain positions along each dimension. Through discussion with other stakeholders, we developed the following criteria to consider the nature of learning:

PLACE: A consideration of where learning takes place, ranging from purely on-site activity to more formal settings such as class-rooms or offsite training suites 

PROBLEM: This considers the degree to which a problem must solved promptly with very concrete tools or ideas for immediate application or whether abstract ideas can be more loosely applied to a range of problems now and in the future. 

SOCIALITY: The social setting of learning and who is involved in the talk that takes place. Ranging from those who are immediately present and part of the problems solving process to working with experts and others who may not be familiar with a manager.

IMPACT: A consideration of how immediate any changes through learning are expected to become apparent. This ranges from immediate application, as an when required to a view that the impact can be deferred and/or given time to work.

TIMING: This ranges from immediate, short and to the point to learning that stretches out over time

We also developed criteria for assessing management and leadership development provision:

TIME-FRAME: This is based on the length of time needed for the provision to actualise and ranges from immediate to about 5 years.

HORIZON: Considers how provision broadens the scope of thinking, ranging from short term, and satisfaction with status quo to long term and, thinking ‘outside the box’. It considers the extent of ‘stretch’ within the provision. 

MEASUREMENT: Provision implies how performance is measured. This could range from immediate task performance, to targets against performance to more systemic approaches to measurement.

OWNERSHIP: Considers the process of any provision and how this occurs. Ownership ranges from self to involved others to outside experts. 

COST: The level of sacrifice in terms of money; time, and commitment

We used this framework to consider a recent project of leadership and management development in West Yorkshire. The project, which operated throughout England, began in April 2005 and provided a grant of up to £1000 for SME managers to undertake any development of their choice. Business Links operated and managed the project but delivery was completed by a range of consultants acting as intermediaries. The project has an initial target of 650 SMEs with at least 450 who were considered ‘hard to reach’, i.e. organisations that had had no previous links (particularly funding) with Business Link. SME managers could access the grant if they completed a Personal Development Plan (PDP) which assessed needs, and a Final Review once any activities had been completed. The project remains live until April 2007 and, after a cut-back in funding, 400 managers are now engaged with the project.

We examined the Final Reviews of the first 30 programmes completed. In addition to a range of date on impact and satisfaction, we were able to record each on the framework. The pattern revealed was as follows:
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These early results alerted us to an emerging pattern that suggested that while some managers were prepared to undertake development away from work, in training or seminar events, (L4) there was a clear preference for L2, informal learning with some formality through mentoring, coaching and one-to-one training. Further, most development was at P2, mostly operational with only one programme categorised at P5, a medium sized organisation using a mentor who focused on Board development. What appeared to come through from the early results was a demand for development that is mainly informal, using coaches, mentors, advisors, etc who work with managers in a local context setting, on issues that are meaningful to managers. This reinforces the importance of the ‘soft’ relation-building approaches  within SME advising (Wren and Storey, 2002; Ramsden. and Bennett, 2005).

When 157 Final Reviews were recorded, we found that the pattern was beginning to settle with 52% of managers opting for L2 activities, that is, either one-to-one training relating to a specific skill area or a mentoring/coaching process, usually covering a range of issues. 23% opted for generic training programmes, L4 activities completed offsite with the remainder completing accredited courses (12%) or attending seminars or conferences (13%). There was also an effect on overall impact
 with informal learning activities, particularly coaching, scoring twice as well as training, and better than seminars. Courses also scored well on impact, with the accreditation process seeming to provide a degree of focus. 

A crucial finding so far, is that with over 50% of managers opting for informal learning on a range of issues, much of what is available on the market is at least one or two levels too high, i.e. Level 4 rather than Level 2. In other words, while much of the provision available for SMEs is similar to the more general leadership and management development, what many SME managers want and gain benefit from is provision that is tailored to their needs specifically which is delivered onsite, as close to the context of practice as possible. This opens the door more carefully on the world of the SME and, we suggest, warrants a theoretical stance that allows consideration of current needs, desires and capabilities that are meaningful within a manager’s world, the variation in that world and the limits for any activity introduced. This is where Vygotsky’s socio-cultural theory of learning (1978) can be utilised. For Vygotsky, learning is a product of social interactions which then become internalised within individuals. For those who interact with learners, for example, the mentor/coach, an assessment of current functioning and the upper limits of functioning, referred to as the Zone of Proximal Development (ZPD) by Vygotsky.  This allows the coach/mentor to support managers in their learning to a level that managers would be incapable of achieving on their own, a process referred to by Hobsbaum et al. (1996) as scaffolding. Through successful completion of tasks and conversational support, the construction of leadership in SMEs can be advanced. Thus, if a coach/mentor can engage and explore the SME world, composed of present interests, desires, concerns and core capabilities (Borthwick et al, 2003), they can also consider how far provision, for whatever is deemed appropriate, can stretch the manager towards the ‘buds’ or ‘flowers’ of development.

Setting-up the Scaffold

Engaging with SME managers and leaders to provide development, especially those who have previously failed to respond any initiatives, is not an easy process (Matlay 2004). Within the Leadership and Management Project however, there were a small number of consultants who seemed adept at finding ‘non-engaged’ managers  and moving them towards the first stages of development, the expression of needs and desires in the form of a PDP. In terms of the framework, non-engaged managers are not considered as non-learning managers rather that any learning occurs informally through every problem-solving and interactions with peers, customers and suppliers Doyle and Hughes, 2004). Such learning, even if not recognised as learning, is at L1 and for some, this can remain the preference, even if there is a path of growth that means ‘provision’ can occur at P1 through to P5. It is very evident that some SME managers can mature without external support (Thorpe et al, 2006). However, most do not and can become stuck or even lost, failing to move beyond purely operational activities bound by short-term measures – this is the survival position at L1P1 (or P2). We were interested to understand how engagement could occur with such managers with the potential for scaffolding to occur, allowing the declaration of an intention to work more formally with others on their development.

To gain an understanding of how this occurred, we arranged to meet with two consultants to explore their ways of working. It soon became clear, that their work often involved physically attempting to call on managers in particular locations, so we called such people ‘door-knockers’
. The method we used to collect data was to ask for short stories of engagement with four managers. 

It was clear that engagement was both a strategic and tactical process. The consultants formed a clear plan of engagement using information from Business Link on target organisations, i.e. the non-engaged, and the overall reward package to set targets for achievement. They made the purchase of a database of SMEs which they cross-checked with Business Link to ensure a match against grant criteria and duplication with other consultants. This left them with around 500 organisations that they might possibly engage with. For each organisation engaged, payment would only be received if a Personal Development Plan was completed, setting out the needs and desires of the managers, the approach to be adopted and the measurement of impact. What was particularly striking was the careful attention given to the formal plan for engagement with clear targets over six months to be achieved to ensure commercial viability. 

The process of engagement begins with an attempt to attract managers into a conversation. Gold and Devins (2004) suggest, drawing upon the dialogic perspective of Bakhtin (1986), that in making an utterance, an outsider will need to consider the interests and concerns of those to whom it is directed. It is an unpredictable process in the early stages and will rely on the extent to which the outsider can become attuned to the interests of those being addressed (Rommetveit 1990). It soon becomes clear that a failure to construct a conversation is also failure to engage.

Much of the work to engage requires conversations with others who stand/sit between the target managers and the consultants. A key difficulty was ‘getting through receptionists to secretaries’. However, the approach employed was to attract these others into a conversation too. Friday afternoons were used to make phone calls and sensitivity to how responses were made allowed progress to be made. The guiding principle demonstrates this sensitivity:

‘It’s all about gauging the response of the person on the end of the phone.’ 

In Case A, a receptionist in a ‘good mood’ allowed a joke to be used and a conversation to be initiated on the programme, which the ‘MD would be mad to miss out on’. There was a successful outcome, although not without minor hurdles of four missed return phone calls. Eventually, a connection was made and sensing again a particular mood and stance, the consultant could reassure the manager that ‘it would not take long and I am not going to sit there for half an hour trying to sell you something’.  The attraction was the £1000 grant to meet the needs identified, although such attraction is also affected by  previous experiences with grant applications and perceptions of ‘heavy paperwork’ prove to be a frequently encountered image. As Matlay (2004) suggests, it is not lack of awareness which prevents access to SME initiatives but perceptions of the time involved to begin participation. Thus the consultant was able to pre-empt potential resistance (Watzlawick 1978) by reassurance on the possibility ‘of wasting the manager’s time’. Based on the promise of ‘five minutes to tell you all about it’, an immediate action to meet was achieved. 

The consultant then, on entering the office, seeks to find sufficient indicators that will ensure that a conversation to take place. In Case A, he noticed football and golf photos on the wall and an interest in cars. This allowed some ‘common ground’ to be established ‘in plain English’; to reach agreement for a return visit to deal specifically with management and leadership needs, in this case required a 15-minute conversation that established the social credentials of the consultant. The result of this was the removal of ‘threat’. Key data was gathered quickly to ensure ‘eligibility’ for the project, to be completed on the required documentation by the consultant, rather than ‘wasting the manager’s time’.  Time between the first and second visit also allows time for consideration of possibilities. Some managers are already clear about needs but most require help. Even at the second conversation, golf and football provide the means to move into a more focused discussion of needs. The formality of the Training Needs Analysis and the artefact of a form are downplayed to ensure the conversation does not turn against the established flow. Only at a suitable conclusion, when needs are clear and agreed, does the ‘what we need to do for Business Link’ utterance occur. So, common ground (we both like golf and football) leads ‘a relationship of trust’ and finding a new outsider and the consultant can now align his interests with the manager’s to become a we against Business Link.

However, the consultant must also remain in common interest with Business Link who require the completion of correct documentation, in return for which the consultant earns his fee. As an ‘intermediary’, the consultant works between the worlds of the quasi-public agency and that of the SME. All the forms are completed by the consultant in his office, returned by e-mail to the manager for confirmation. Once achieved, the conversation is hardened into a PDP, officially recognised as the start of engagement with the manager – he ‘is in control’ and can spend up to £1000 on his development (a training programme for an IT package to be delivered in-house).

The scaffolding initiated by the consultant may require others to form a relationship with the manager. In Case A, this was a training provider who could meet the needs of the manager. The danger here is the forming of decontextualised and generalised notions of what SME managers should know and do as managers. This poses considerable risk to the process of construction. A new body enters the dialogue with new utterances, more or less in tune with the history of the engagement to that point. The consultant attempted to reduce the risk by being present at the first meeting ensuring that the ‘chemistry is right’ or as Bakhtin (1990) would suggest, a flesh-and-blood, embodied 'presence' is crucial to the process of meaning-making.

The importance of presence is significantly evident in Case B, where the same process of contact by telephone quickly leads to a visit. The consultant avoids the ‘the big conversation on the phone’ and moves quickly towards, ‘let me come and see you’ which is regarded as fundamental in building the relationship. Interestingly, through Business Link and their marketing agents, several thousand fliers had been sent to SMEs, although this seldom resulted in engagement. On arrival at the office of Case B, the consultant seeks the indicators that reflect his own interest that provide the basis for a conversation opening. This needs to be something ‘real’ rather than imaginary; the consultant does not claim an ability to ‘wing it’. He notices many signed football shirts with links to the past – England 1966 and Pele, and guitars signed by U2 and Eric Clapton. Using the latter to set the tune (!), ‘the ice was quickly broken’ leading to a 90 minute conversation including a widening of the context to include family – the engagement process was leading towards friendship too.

A second visit occurs two weeks later to discuss ‘spending your money’. The first twenty minutes ensures re-engagement on the basis of previous understanding – they discuss the purchase of new signed football shirts. This conversational space can now encompass desires and needs for management and leadership. The consultant assessed the potential for learning and the limits, i.e. the manager’s ZPD employing questions in a ‘socratic dialogue’ (Cheyne and Tarulli 1999) where both voices participate in a process of mutual problem solving, seeking opportunities for learning which will have tangible benefits for the manager and his business. Both parties obtain benefits, through an ‘encounter of differences that carries the potential for interillumination among the voices.’ (Cheyne and Tarulli 1999, p.15). For the manager, the questions test the various options, leading to a clear formulation of desires. For the consultant, there a widening of his network, not only a new ‘friend’ but also the seeking of another source of expertise to bring into the relationship who has the ‘right chemistry’. He has to ensure that at each stage, there is an understanding based on a ‘common subject’ recognising that people who ‘have fundamentally different perspectives often fail to achieve understanding’ (Vygotsky 1987, p.269).

Case C, by contrast with the A and B, seemed initially more straightforward. The initial phone conversation appeared to indicate virtual engagement was possible and a willingness by the manager to complete forms online. However, these were not returned so the consultant sought once again to present himself at the organisation. The consultant has learned, ‘you cannot rely on people to print things off, you’ve really got to hold their hands if necessary. The danger of virtual engagement is a lack of understanding of the SME world and only by ‘presence’ the sensibilities of managers be ‘gauged’ to avoid ‘patronisation’. Paradoxically, the consultant quickly sensed that he needed to take ‘control’ if engagement was to ‘get off the ground’. The simple act of arriving to engage with the managing director gave direction to the process and ensured a new meeting was arranged. At the second meeting with two managers in Case C, questioning over an hours allowed a widening of scope which revealed the focus of concern, the issue for provision, and the preferences for learning, which together form the ‘comfort zone’ for learning. An aversion to purely theoretical learning and offsite delivery resulted in a marketing mentor to become part of the relationship. Again, ‘chemistry’ is considered the vital marker for transition and the consultant ensures achievement through the ‘presence’ of all parties.

Finally, Case D appears initially straight forward. A phone call, direct contact with the manager and a quick appointment suggest that progress to a PDP will be smooth. Even the effects of a ‘ram-raid’ at the business could not prevent this and became the initial topic of conversation. However, after agreeing to a second appointment to produce the PDP, the manager failed to return calls and the consultant suspected that engagement could not occur. An alternative approach was discovered by chance while working with Case A, where the manager revealed his friendship with Case D. Indeed, while at Case A, the manager took a call from the manager at Case D – ‘they were mates’. The consultant sensed could use this connection to ‘piggy back’ towards re-engagement with Case D – ‘Can you tell Daniel, the next time you speak to him that I after him’. Soon after, contact was made and the friendship between the two managers provide a new resource for talk which the consultant could employ through story-telling at his meeting.

Summary

In the UK, 99% of firms are considered to be small businesses/SMEs employing 12.6 million people. Such organisations are considered essential to improving productivity and as a source of innovation (SBS 2004). However, many of these organisations become stuck in a fight for survival with short term measures of ‘success’, learning mainly by reacting to everyday problems. Leadership is severely limited in such circumstances, assuming that most owner-managers have some aspiration to move beyond the survival world. That we need to consider the SME world as the starting point for learning is now recognised by policy-makers with a trend towards the provision of demand-led support using informal learning (See DfES 2005). The Leadership and Management Project has been one such response and, as we are suggesting above, through the use of our framework, there is a pattern emerging that confirms informal learning is preferred by SME managers, whatever the issue of provision. This further suggests that we need to consider how to engage with SME managers at the right time, right level of learning and right consideration of their interests. In this paper, we have shown that Vygotksy’s ideas around socio-cultural learning and the ‘Zone Of Proximal Development and its extension through the metaphor of scaffolding become important resources for exploring SME worlds in terms of interests, desires and concerns which can then lead to a stretch of that world through assisted development.

If the patterns from project in West Yorkshire are confirmed from around the country, and research suggests this is likely, then we need to consider the infrastructure of support in terms of informal relationships that work softly on building relationships with SMEs (Ramsden. and Bennett, 2005); thus the scaffolding metaphor becomes apt.  
Gold and Devins (2002) advocate social constructionism as an approach to understand the uniqueness of SME worlds and, how through talk and dialogue, SME managers can be engage with to consider their learning and the development of their organisations. We have seen the value of this in the work of the intermediaries considered above. The offering of £1000 was not enough in terms of attraction; it required persistent efforts, sometimes indirectly, to achieve a bodily ‘presence’ with managers and then considerable rhetorical skills of conversation, drawing on multiple layers of stories, jokes, chit-chat and anything else to hand, to ensure a  path to engagement which could be completed, resulting in an agreement for development. In the construction of leadership and management development for SMEs, it seems that we need to find more ‘door-knockers’. 
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