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Abstract 

Understanding how small and medium-sized enterprises (SMEs) support their 

growth strategies through the development of management capacity (MC) is of 

fundamental importance, particularly given the central role SMEs play in the 

economies of their respective countries, and the fact that there is a lack of 

research and useful theories in this specific field. The objective of this study is 

to develop a framework for MC development (MCD) in growth-oriented SMEs. 

This study builds on grounded theory by conducting 14 interviews with key 

informants: 12 founders/CEOs and 2 top managers of German SMEs (and 

former SMEs). Data analysis was performed by using the qualitative data 

analysis software ATLAS.ti. 
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The major findings of the study are that, contrary to previous SME HR research, 

most companies in this study had formal processes for HR practices in place, 

and there was clear evidence of certain forms of strategic plans, the pursuit of 

strategic objectives and the taking of strategic decisions manifested itself. In 

addition, most participants considered their organisation to have an alignment 

between growth strategy and MCD strategy. However, implementing it into 

business practice was perceived as extremely challenging. This study thus 

contributes to the field of SHRM literature by showing how MC is instantiated in 

SMEs. Furthermore, there is, arguably, a valuable practical application of the 

research study as it provides growth-oriented SMEs with a clear and logical 

framework from which to develop MC pro-actively as a major facet of their 

growth strategy. 
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1 Introduction  

1.1 Introduction to the Research Project 

The aim of this study is to understand how a growth-oriented small and 

medium-sized enterprise (SME) develops its management capacity (MC) in 

order to support its growth strategy. All too often the limited amount of existing 

managerial resources within an SME becomes the bottleneck for further growth. 

The managerial limitation to growth was identified by Edith Penrose (Penrose 

1995) as early as 1959 and became known as the “Penrose effect” (Gander 

2010, p. 549). Penrose (1995) claimed that “the capacities of the existing 

managerial personnel of the firm necessarily set a limit to the expansion of that 

firm in any given period of time” (p. 45). Whilst to date management 

development (MD) has been studied widely within the context of larger 

organisations little research has been undertaken on this topic in growth-

oriented SMEs (e.g., Stewart and Beaver 2004; Brand and Bax 2002; 

Sambrook 2005; Tansky and Heneman 2006; Mayson and Barrett 2006). 

 

The topic is significant, as SMEs play an important role both in the European 

and, especially, in the German economy. They represent 99% of all enterprises 

in the EU, provide around 75 million jobs and contribute strongly to 

entrepreneurship and innovation (European Commission 2005).  

 

The author’s interest in MC development (MCD) in growth-oriented SMEs has 

developed during the last 12 years in her position as General Manager of 

Schwörer Bauindustrie, a business unit of SchwörerHaus GmbH & Co. KG, 

which currently employs 100 members of staff. This business unit was 
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restructured during 2001/02 and has since then become a leading manufacturer 

of high quality prefabricated bathrooms in Europe. During its major growth 

period from 2004 to 2009 the business unit grew steadily and reached a level of 

under-capacity in management and production in 2009. During this period of 

significant growth, it became clear that some of the existing managers were not 

able to cope with the organisation´s increase in complexity. In 2010, in the 

aftermath of the financial crisis, sales declined. Schwörer Bauindustrie used this 

pause in growth as a window of opportunity to review its organisational 

processes and to start aligning them to the new ISO9001 Standards. With the 

goal of ensuring sustainability one major business challenge was how to 

develop its MC in order to be prepared for the next stage of growth. This 

anticipated growth phase took place in 2012 and was successfully managed 

due, mainly, to an adjusted organisational structure and an increase in MC. 

However, developing MC is a constant task in order to avoid a future gap in MC 

and, arguably, should be a component of any SME´s strategy.  

 

The author does not seem to be the only person facing this bottleneck. Many 

companies struggle to fill their leadership gaps (Ready and Conger 2007; Weiss 

et al. 2007). This is supported by a recent survey of The Boston Consulting 

Group in collaboration with the World Federation of People Management 

Associations Group (Strack et al. 2012) which conducted an online survey 

among 4,288 executives “from companies throughout numerous industries, 102 

countries … [and] interviewed 63 executives (both within HR and beyond) from 

well-known companies all around the world” (p. 5). This study highlighted 

“Managing Talent, Improving Leadership Development, and Strategic Workforce 

Planning” (p. 7) as the most critical issues for the participating companies. 
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Figure 1 shows these topics in the “red zone”, which means these are topics 

that will be highly important in the future and with the lowest current capability 

(Strack et al. 2012). Since these topics have been rated as being highly relevant 

today, the study concludes that there is a strong need to act and to increase the 

current capability within leadership development, managing talent and strategic 

workforce planning.  

 

Fig. 1: Most critical topics: Managing talent, Improving leadership development and Strategic workforce 
planning (Strack et al. 2012, p. 7) 

 

Moreover, the importance of management development in business practice is 

confirmed by the results of a recent survey of Kienbaum called “HR Klima Index 

2012” written by Kötter et al. (2012), where an increase in leadership- and 

management quality (Steigerung der Führungs- und Managementqualität) was 

rated as top priority for the companies. This result is illustrated in Figure 2 on 

the next page. Especially interesting in this report was the fact that this result 

was independent of branch and industry.  
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Fig. 2: Top priorities in HR: increase in leader and management quality (Kötter et al. 2012, p. 5) 
 

Furthermore, the global leadership study by the Economist Intelligence Unit on 

behalf of Deloitte member firms (Deloitte 2009) found that “the most important 

challenges to the performance” of an organisation are “leadership development 

and pipeline” (p.3) as illustrated in Figure 3 overleaf.  
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Fig. 3: The most important challenges to the performance of organisations (Deloitte 2009, p. 3) 
 

In addition, Heidrick and Struggles (Struggles 2012) reported that “if we don’t 

connect business and talent strategy, we will be nothing more than a typical HR 

unit, focusing on activities and not on impact and outcomes” (p. 2). 

Furthermore, they stated that “forward-looking companies are bringing … 

leadership talent to the top of the agenda and are assigning responsibility for 

aligning business and talent imperatives to a senior talent executive” 

(Struggles 2012, p. 2), using a sample of top talent executives from 24 

FTSE100 companies. 

 

The afore-mentioned studies highlight the fact that MCD also presents a 

challenge in business practice. In the following chapter the rationale behind the 

research project is addressed. 

 

1.2 Rationale for the Research 

“Fast growth is a nice problem to have – but a hard one to manage well” (Hemp 

2004, p. 67). A considerable number of researchers have paid attention to the 

management of business growth. Growth has traditionally been modelled 
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through stages of development (e.g., Greiner 1972; Churchill and Lewis 1983). 

Despite several limitations and diverse critiques, for instance, that these models 

are too deterministic, and since many firms do not pass through all stages of the 

life cycle and also not sequentially (e.g., Churchill and Lewis 1983; O'Farrell and 

Hitchens 1988; Milliman et al. 1991; McMahon 1998; Massey et al. 2006), these 

growth models are well suited to illustrate, firstly, that there are different 

problems that the management of a company needs to address in different 

stages of growth and, secondly, that the skills and capabilities required by the 

firm change significantly when the firm moves through different growth stages. 

Greiner (1998), for instance, stated “the task of top management is to be aware 

of these stages; otherwise, it may not recognize when the time for change has 

come, or it may act to impose the wrong solution” (p. 10). In extreme cases, 

Greiner (1998) recommended, that “top-level managers, realizing that their own 

managerial styles are no longer appropriate, may even have to take themselves 

out of leadership positions” (p. 10). He argued that ”a good Phase 2 manager 

facing Phase 3 might be wise to find a position at another Phase 2 organisation 

that better fits his or her talents, either outside the company or with one of its 

newer subsidiaries” (Greiner 1998, p. 10). However, in certain cases in 

business practice this recommendation may be impracticable and other 

approaches have to be found.  

 

When a company grows, the demand for, and on, managers increases. Since 

the work of Penrose (1959), several authors have also recognised the 

managerial limitation to growth (e.g., Slater 1980; Gander 1991; Tan 2003; Paul 

2004; Pümpin and Wunderlin 2005; Hutzschenreuter 2006; Raisch et al. 2007; 

Gander 2010). There is a rich and well-established body of literature on human 
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resource management (HRM), strategic human resource management (SHRM), 

human resource development (HRD), MD, leadership development (LD) and 

talent management (TM) which addresses MCD. However, most MD 

approaches focus on large companies, not on SMEs. Since SMEs are not 

simply smaller versions of larger companies, HR practices that are appropriate 

for large companies are not necessarily applicable in SME (Beaver and 

Hutchings 2004; Sambrook 2005). The major findings regarding the differences 

of HRM in small and large organisations are that “smaller firms have a tendency 

to lack formal management structures with specialised staff … HR activities 

often become the responsibility of general managers or staff involved in other 

areas of the business” (Klein 2004, p. 44), which might be problematic due to 

the drain on management and lack of training and expertise in HRM. Klein 

(2004) concluded that future research should focus on “the unique barriers to 

the implementation of effective HRM practices” (p. 45), for example, lack of 

commitment and management availability. Further, Keogh et al. (2005) asserted 

that “the small size, a lack of resources” (p.76) and a shortage of HRM 

expertise are hindering factors for the development of managerial talent within 

SMEs.  

 

The strategy for MD in small firms is not well investigated (Brand and Bax 2002; 

Stewart and Beaver 2004; Sambrook 2005). In addition, Seibert et al. (1995) 

found out that the link between MD strategy and business strategy is especially 

weak in practice (Figure 4).  



8 
 

 

Fig. 4: Strategic linkages according to Seibert et al. (1995, p. 550)  

 

Regarding HR practices Boxall and Purcell (2011) emphasised that the 

“knowledge of how to build and customize appropriate HR systems ... is likely to 

be very rare” (p. 314). 

 

Tansky and Heneman (2003) called for more research in the field of HRM in 

SMEs and “encourage researchers doing descriptive research, developing 

taxonomies or frameworks [and] developing theories …” (p. 302) and 

reconfirmed their quest in 2006 (Tansky and Heneman 2006). Stewart and 

Beaver (2004) stated that HRD in SMEs is a neglected field of study. Cardon 

and Stevens (2004) and Cardon and Tolchinsky (2006) for instance call for 

more research to understand how SMEs make staffing and other HR decisions. 

Kotey and Sheridan (2004) also stated that HRM still remains informal in the 

majority of firms, particularly at the small firm level and that successful 

implementation of the structures and procedures in the HR area necessary to 

support growth warrants further attention in future studies.  

 

Mayson and Barrett (2006) emphasised that although HRM is recognised as 

being of great importance “to small, growing and entrepreneurial firms” (p. 452), 

research in this area is ´sorely lacking`, with even less research available on the 
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strategic nature of HRM in small firms. In view of the appeal for more theory 

building at the interface between HRM and SMEs, Mayson and Barrett (2006) 

argued that SHRM “may contribute to a deeper understanding of the role of 

HRM in small firms” (p. 452). This view was further supported by Fazzari and 

Mosca (2009), who stated that “there is a relatively large unexplained area in the 

small business management literature on HRM” (p. 370). 

 

Lengnick-Hall et al. (2009) concurred with Becker and Huselid (2006) that “more 

attention should be paid to implementation issues in SHRM, in particular vertical 

and horizontal fit” (p. 80). Lengnick-Hall et al. (2009) suggested that “a better 

understanding, through perhaps some qualitative research, of just how 

organisations link HR systems to strategies would be invaluable” (p. 81). They 

suggested that breakthroughs in this area would most likely result “from direct 

contact with organisations rather than studying existing literature” (p. 81).  

 

These deficiencies in the literature suggest that further research is needed to 

gain a better understanding of SHRM issues in SMEs. The latter has served as 

triggering device for the author to pursue further in-depth studies about the 

development of MC within growth-oriented SMEs. 

 

1.3 Research Objective and Research Questions 

This research project aims at making a significant contribution to knowledge 

through helping to fill, in part, the above-mentioned gaps in the SHRM literature. 

Furthermore, this research project will make a significant contribution to 

management practice, as it may help CEOs and general managers of growth-
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oriented SMEs to timeously identify limitations to growth caused by deficiencies 

in MC and provide recommendations for a pro-active approach to MCD. The 

main research question is:  

 

“How does a growth-oriented SME develop its management capacity  

in order to support its growth strategy?” 

 

In order to answer this research question further sub-questions have been 

identified based on an initial literature review and on a pilot study which is 

described in Chapter 3.2. Thus, the study will be guided by the following three 

sub-questions: 

1) What – if any – is the MCD Strategy of growth-oriented SMEs?  

2) Which major challenges did these SMEs encounter during implementation 

of MCD strategy? 

3) How do these SMEs align their MCD strategy to their growth strategy? 

 

These sub-questions guided the data collection and data analysis process. The 

definition of the terms SME, growth-oriented and MC in the context of this study 

follows in Chapter 2. 

 

1.4 The Research Approach and Chapter Overview  

This study is a grounded theory study since the literature review has shown that 

MCD in growth-oriented SMEs has not been investigated sufficiently as yet. It 

builds on grounded theory relating to how CEOs of German SMEs develop the 

latter´s MC by conducting 14 open in-depth interviews, 12 with German CEOs 
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and two with top managers, selected by the respective CEO. All participants 

were key informants, very knowledgeable in the field of MCD during business 

growth. The use of key informant technique has been used extensively in 

organisational research (e.g., Simons 1994; Quinn 2009; Busby et al. 2011; 

Ellis and Bastin 2011) and the rationale and underpinning for its choice in this 

research project is outlined in Chapter 3.3. 

 

In advance of the main study, a pilot study was conducted in order to get 

insights about the context, to inform theoretical sampling and to improve data 

collection and data analysis tools. In addition, it served as an important basis for 

the formulation of the research question, especially the sub-questions. The 

research design and methodology is presented in Chapter 3.  

 

The layout of the study has been developed based on the grounded theory 

approach, on a preliminary literature review and on the pilot study. The structure 

of the thesis is illustrated in Figure 5.  

 

Chapter 1 begins with the introduction to the research topic; it explains the 

rationale for the research and presents the main research question and sub-

questions. It concludes by describing the methodology and an outline of the 

study.  

 

Chapter 2 provides a broad summary of the present stage of research and 

literature within this specific field. Terms like SME, growth-oriented, and MC will 

be defined and their boundary conditions established.  
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Fig. 5: Overview of the main chapters  

 

Chapter 3 focuses on the research design and methodology. It also provides an 

illustration of the author´s understanding of grounded theory to increase 

transparency over the research process and describes the pilot study which 

took place at an early stage of the research process. Sample selection, data 

collection and data analysis will be presented as essential parts of this 

grounded theory study.  
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Chapter 4 presents the results of the study and the four major concepts with its 

specific categories and codes that emerged from the interviews with key 

informants.  

 

The discussion and implications of the key findings are presented in Chapter 5, 

which also describes the theoretical and practical contributions, introduces a 

framework for MCD in growth-oriented SMEs as well as management 

recommendations for MCD in growing SMEs. Chapter 5 concludes by 

introducing potential limitations of the study and offering recommendations for 

further research.  
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2 Literature Review 

Within the context of the importance of and challenge posed by MCD and its 

alignment with business strategy, this research investigates how growth-

oriented German SMEs develop their MC in order to support their growth 

strategy, and seeks to develop a model for MCD in growth-oriented SMEs in a 

similar context. Previous research in this area and literature on SMEs, business 

growth, MC, HRM, SHRM, HRD and MD were reviewed in order to identify the 

specific gap in research as basis for the development of the research question 

and research design, to provide the rationale for this research project, and to 

define the key terms SME, business growth and MC in academic literature and 

also in the context of this study.  

 

The literature was searched via online-databases such as ProQuest and Wiley 

using the afore-mentioned key terms and related wordings. Regarding the 

evaluation of the quality of the journal articles the Academic Journal Quality 

Guide of the Association of Business Schools (ABS) as well as the Manual of 

the American Psychological Association (2009) were used. For the specification 

of Journal Quality Standards (Harvey et al. 2010) refer to Appendix 1. 

Appendix 2 provides an overview of the journals referenced in this thesis with 

the respective ABS-Ranking.  

 

Figure 6 displays the sources of the relevant theory and the topics covered in 

each chapter.  
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Fig. 6: Sources of the relevant theory  

 

2.1 Small and Medium-Sized Enterprises (SMEs) 

In order to develop an understanding of the research problem it is useful to 

define and delineate SMEs. After defining SMEs based on quantitative and 

qualitative characteristics the definition of SMEs in the context of this study 

follows. The subsequent section focuses on the economic role of SMEs and 

Chapter 2.1 ends with a review on specific strengths and weaknesses of SMEs. 

 

2.1.1 Quantitative Definition 

In the appropriate literatures there is no standard definition of the term SME. 

The European Commission, for example, defines an SME as follows: It has a 

headcount of less than 250 and a turnover of not more than EUR 50 million or a 

balance sheet total of not more than EUR 43 million (European Commission 

2005). Enterprises qualify as micro, small and medium-sized enterprises if they 

fulfil the criteria in Figure 7.  

Business Growth 
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Fig. 7: SME definition of the European Commission (2005, pp. 14-15) 

 

In addition, SMEs have to be autonomous or take partner- and linked 

enterprises into account when calculating the staff headcount, turnover and 

balance sheet figures to check whether they comply with the headcount and 

financial thresholds set by the EU definition (European Commission 2005).  

 

The Institute for SME Research Bonn in Germany (IFM Bonn 2013) defines 

independent companies with up to nine employees and less than EUR 1 million 

annual turnover as small firms and those with up to 499 employees and less 

than EUR 50 million annual turnover, which are not small businesses, as 

medium-sized enterprises. SMEs as a whole are thus composed of completely 

independent businesses with fewer than 500 employees and less than EUR 50 

million in turnover. In contrast to the EU definition (Figure 7) the annual 

balance-sheet total is not included as a criterion for the definition of SMEs. 

Figure 8 provides an overview of the criteria for SMEs according to the IFM 

Bonn (2013). Enterprises that exceed these staff headcount figures and 

financial thresholds lose their status as an SME.  

 

Fig. 8: SME definition of the Institute for SME research, IFM Bonn (2013) 
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2.1.2 Qualitative Definition 

In addition to the quantitative criteria, qualitative criteria also govern the 

distinction between medium-sized enterprises and large corporations. 

According to the IFM Bonn (2004) qualitative factors are “identity between 

ownership and personal responsibility for the enterprise’s activities, identity of 

ownership and personal liability for the entrepreneur’s and the enterprise’s 

financial situation, personal responsibility for the enterprise´s success or failure 

and personal relationship between employer and employees” (p. 2). Due to the 

problem of demarcation, quantitative criteria will be used in this study and are 

described as such in the next section. 

 

2.1.3 Definition of SMEs in the Context of this Stu dy 

The above-mentioned SME definitions of the EU and IFM Bonn are especially 

important for accessing promotion programs for SMEs. For the context of this 

study, an SME is defined as a company with fewer than 500 employees and 

less than EUR 50 million annual turnover. Enterprises with fewer than 50 

employees and less than EUR 10 million annual turnover or a balance sheet of 

not more than EUR 50 million are defined as small enterprises and all SMEs 

which are not small enterprises as medium-sized enterprises. The SME 

definition in the context of this study is illustrated in Figure 9. 

 

Fig. 9: SME definition in the context of this study  
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The author of this thesis distinguishes between small and medium-sized 

enterprises because the demand on MC differs significantly between a 

company with respectively 50 or 500 employees. The importance of making a 

distinction within SMEs is also mentioned by Cardon and Stevens (2004), who 

claimed that HR practices for firms with a small personnel component tend to be 

quite different from firms with larger staff complements whilst mentioning that 

“500 … marks the top of the SME category for some” (p. 319). 

 

In the following sections the economic role of SMEs and typical strengths and 

weaknesses of SMEs are presented.  

 

2.1.4 The Role of SMEs 

SMEs play an important role both in the European and especially in the German 

economy. Figure 10 illustrates the number of companies within Germany in 

2008 and its annual turnover. On the basis of the quantitative criteria of the IFM 

Bonn, SMEs make up 99.7% of all companies in Germany. They account for 

38.5% of all sales and for 60.2% of social security contributions in all 

companies, which are listed in the commercial register. Therefore SMEs are 

perceived as key to economic growth. The European Union (EU) for instance 

stated that “SMEs are the backbone of the European Economy” (European 

Commission 2006, p. 8). According to the EU definition (European Commission 

2005) SMEs “provide around 75 million jobs, … represent 99% of all 

enterprises” (p. 5) in the EU, and contribute to entrepreneurship and innovation. 
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Fig. 10: Number of companies in Germany 2008 (IFM Bonn 2010) 

 

2.1.5 Strengths and Weaknesses of SMEs 

The strengths of SMEs mentioned in literature (e.g., Storey 1994; Klinckwort 

2009) include, for instance, great flexibility, faster adaption to changes, 

intensive customer contacts and high customer focus because of specialization, 

minor coordination problems and short direct channels of information. 

Weaknesses, on the other hand, include the fact that their small market power 

makes it difficult to generate economies of scale, lower quantities in the 

procurement lead to higher purchasing prices, small scale production prevents 

a rapid coverage of fixed production costs, and, due to limited resources, wrong 

decisions are difficult to compensate. Goswami et al. (2006) added that the 

limited number of employees and scarce resources lead to the “need for 

maximum efficiency and high productivity from every employee” (p. 29). Melissa 

Cardon, an influential scholar in the field of managing human resources in 

entrepreneurial and small companies, published several papers in top-ranked 

journals, pointing to the fact that small companies are often confronted with 

Companies 2008 in Germany - Annual turnover in Euro  and in % 

SMEs 

3,186,878 companies in total 
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limited financial and material resources, and a lack of legitimacy “and time to 

focus on HR issues” (Cardon 2003, p. 357). In addition, Cardon and Stevens 

(2004) stated that “effective management of human resources is one of the 

most crucial problems faced by small firms” (p. 320) and identified recruiting, 

retaining, compensating, and motivating employees as particular challenges 

that arise. However, Goswami et al. (2006) without alluding specifically to MCD 

stated that in general there is a “scarcity of theory and research” (p. 16) in the 

area of HRM in entrepreneurial organisations and that there is an urgent need 

to develop models and frameworks in this area.  

 

2.2 Business Growth 

To date business growth has been studied widely by researchers. Achtenhagen 

et al. (2010), who performed a review on growth studies published between 

1997 and 2008 in leading entrepreneurial journals, identified a “gap between 

scholarly interest and entrepreneurial practice” (p. 298) and emphasised the 

need for research on business growth that focused on what actually happened 

in practice. This chapter begins with selected extant definitions of business 

growth, continues with the definition of the term growth-oriented in the context 

of this study and introduces SME growth in the life cycle-paradigm. It concludes 

with the review of specific HR challenges during business growth. 

 

2.2.1 Definition of Business Growth 

There is no uniform definition of business growth. Penrose (1995) defined the 

growth of a firm as “an increase in the output of given products” (p. 11). She 

(1995) mentioned that “growth is a process, size is a state” (p. 88) and argued 
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that the expansion of a firm depends on the opportunities to use the existing 

productive resources more efficiently than they are being used. Mishina et al. 

(2004) confined the definition of growth “to the fundamental activities of growing 

by extending the market for an existing set of products (market expansion) and 

growing by developing new products for existing markets (product expansion)” 

(p. 1180). Viguerie et al. (2007) offered another definition, describing growth “as 

an increase in top-line revenues obtained either organically or through 

acquisition, either within or outside the core business” (p. x). Güttler (2009) 

summarised three characteristics of growth: (1) positive change in size, (2) this 

change can be of a qualitative and/or quantitative nature, and (3) growth is a 

process. Goshal et al. (1999) asserted that whilst a firm´s rate of growth is 

limited by the availability of resources, “its size … has no practical limit” 

(p. 130). 

 

The measurements of growth can be of a quantitative nature (using input and 

output oriented measurements, such as sales) and/or of a qualitative nature 

(using intangible assets of a company, e.g., skills and capabilities of the 

company and its employees). Penrose (1995) described qualitative growth as 

“implying an improvement in quality as a result of a process of development” 

(p. 1). According to Güttler (2009) quantitative measurements dominate in 

practice because they are easier to measure.  

 

In business growth a distinction can be made between organic or internal 

growth which means “growth without merger and acquisition” (Penrose 1995, 

p. 5) and inorganic or external growth where growth is realised through 

acquisitions and cooperation with other companies. The latter mode of growth 
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often enables a faster achievement of growth objectives. According to McKelvie 

and Wiklund (2010) previous empirical work has shown that larger firms tend to 

grow via acquisition whereas small firms tend to grow organically. In a research 

project a distinction between internal and external growth makes sense 

because both modes of growth require distinct sets of competencies and 

therefore may require different characteristics of the owner-manager (Gilbert et 

al. 2006).  

 

2.2.2 Definition of Growth-Oriented in the Context of this Study 

The focus in this study is on growth-oriented German SMEs that grew 

substantially by internal growth and not by mergers and acquisitions. As an 

indicator of substantial growth, a 5-year period of compounded annual growth 

rate in sales of more than 10% is used.  

 

The reason for choosing a 5-year period of compounded annual growth rate 

instead of a minimum of 10% growth each year was that due to growth 

occurring in stages, the researcher wished to avoid excluding a company with 

less than 10% in one particular year, since an increase in growth of more than 

10% in the previous and subsequent years would require the development of 

MC due to its substantial growth. In order to exclude companies with a 

decrease in sales and/or no growth over several years and which compensated 

this reduction or stagnation in sales through the acquisition of another company, 

the researcher decided to investigate SMEs that grew by internal and not by 

external growth. 
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Regarding the time period of growth, a 5-year period was taken as a selection 

criterion, because it is assumed that additional MC needed over a growth period 

of only one year could be managed through overtime or external support 

whereas a 5-year period of substantial growth requires a sustainable increase in 

MC.  

 

2.2.3 SME Growth in the Life Cycle Paradigm - Stage s Theory 

Previous research shows that growth stage and corporate life cycle models are 

dominant to explain organisation development (Massey et al. 2006). Numerous 

scholars have thought about business growth as a series of phases or stages of 

development with various stage models having been published to date. 

However, the stages of growth models have been increasingly criticised (Phelps 

et al. 2007) on various grounds as described in Chapter 1.2. Furthermore, other 

modes of growth, such as growth by acquisition are not acknowledged in the 

stage models (McKelvie and Wiklund 2010) and they usually measure company 

size in terms of sales revenues or number of employees and disregard other 

measurements such as product mix and rate of innovation (O´Farrell and 

Hitchens 1988). In addition, there has been no agreement regarding the number 

of stages in such models, which range from two to 11 stages, as illustrated in 

Appendix 3, which lists the 104 reviewed growth models by Levie and 

Lichtenstein (2010).  

 

Although the above-mentioned criticisms have some validity, the understanding 

of business growth has been enhanced by such models (Carmel 2005) since 

they are useful as general illustrative devices. Furthermore, they are well-suited 
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to create awareness of different phases of development and different 

requirements dependent on the specific situation of a growing SME and the 

associated increase in MC. In the same vein Stubbart and Smalley (1999) held 

the view that “the limitations of stage models usually outweigh their potential 

benefits in explaining transformational change” (p. 273). 

 

It is not the goal of this thesis to provide an analysis of the variety of stage 

models, nor is it to develop a new growth stage model. However, to illustrate the 

above, the author took a closer look at Greiner´s (1972) model of “Evolution and 

Revolution” – a classical model in organisational literature (Stubbart and 

Smalley 1999). Greiner (1972) stated that “it cannot be assumed that 

organisational growth is linear” (p. 4). According to his model, companies pass 

evolutionary phases (growth stages) and revolutionary phases (stages of crisis) 

as shown in Figure 11.  

 

Fig. 11: The five phases of growth (Greiner 1972, p. 402)  
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Based on his model, companies pass through five phases of growth (creativity, 

direction, delegation, coordination and collaboration), whereby each has its 

specific problems, labelled as “crisis” (leadership, autonomy, control and red 

tape). Strategies and actions that help to overcome a crisis in one phase often 

create problems in the following stage. The complexity of interactions within and 

outside a company and the dynamics create an environment that can hardly be 

predicted or controlled. This point was also made by Hess (2010).  

 

In a commentary 25 years after first publishing his model, Greiner (1998) 

declared his model as still valid. His conclusion that management actions that 

were appropriate for the company in the past or when it was smaller do not 

necessarily work at a later stage is supported by Achtenhagen et al. (2010), 

who stated that “piloting an organisation through the growth process is known to 

represent a formidable managerial challenge“ (p. 305).  

 

The manner in which the participating CEOs experienced their business growth 

and developed their MCD will be addressed in this study. In addition, Chapter 

4.4.2 presents the participants´ perception of Greiner´s Model including certain 

critique and also the practical relevance thereof. 

 

2.2.4 HR Challenges during Business Growth 

Researchers have identified a range of HR challenges associated with small 

business growth, however, they do not explain how firms go about managing 

these problems. Since the focus of this study is the development of MC in 
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growth-oriented SMEs, this chapter identifies a number of typical HR problems 

related to SME growth. 

 

Rutherford et al. (2003) provided an overview of several studies that 

investigated HRM problems related to the organisational life cycle (see 

Appendix 4). They examined 2,903 SMEs in order to understand which HR 

problems vary over the organisational life cycle. One key finding was that the 

highest-growth firms faced the most intensive challenges in the area of people 

development, whereas low-growth firms experienced the lowest levels of 

training and recruitment problems. What is not addressed in their report, 

however, is a solution for the manner in which SMEs could overcome the 

challenge to develop their people. Instead, they also call for more research 

regarding HRM issues in SMEs.  

 

Van De Woestyne et al. (2010) reported major HR challenges, firstly, for micro 

firms (0-9 employees), amongst others, as being the delegation of core tasks 

and formalisation of some HR practices such as training and rewards; secondly, 

for small firms (10-49 employees), for instance, as being the empowerment of 

employees to delegate certain responsibilities and the delegation of HR 

practices such as recruitment and performance management to line; and, 

thirdly, for medium-sized firms (50-249 employees), as being the retention of 

early employees, the “consolidation of HRM with sufficient attention” (p. 45) paid 

to the informal, human dimension; uniform HRM; training and career 

management; and ensuring that line management follows and coaches the 

employees. Van De Woestyne et al. (2010) warned that “when you grow, you 

can grow apart” (p. 49) and stated furthermore, that as organisations grew, they 
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needed more transparency and more formal HR systems, which collided with 

the informal character of small-scale SMEs. They concluded that this tension 

provides a serious challenge when growing SMEs construct their (more formal) 

HR policy. 

 

Hornsby and Kuratko (1990) examined specific HRM problems and practices in 

terms of their life cycle. They concluded that firms of different sizes had different 

HRM problems and practices, and that remuneration, availability of qualified 

personnel, security of the workplace and training were all perceived as critical 

topics. However, the determination of size categories used in their study 

appears to be arbitrarily assigned. Greening et al. (1996) stated that small firms 

face a number of HR challenges such as training, recruitment, selection, 

compensation, work load and the need for staff to be in place earlier, and 

emphasised the requirement of careful planning for growth and expansion and 

the awareness that management style had to change during expansion. 

 

Tansky and Heneman (2003), two influential authors in the field of 

entrepreneurship and HRM, stated that “as firms grow and add human 

resources, the complexity of the firm increases” (p. 301). According to Mazzarol 

(2003) “the owner-manager is usually burdened with the variety of HR functions 

for which he is generally poorly equipped” (p. 27) and emphasised the need to 

develop a suitable HR policy and procedure, which is ideally flexible and not just 

adding bureaucracy. This view was confirmed by Klein (2004), who held that 

“HR activities often become the responsibility of general managers or staff 

involved in other areas of the business” (p.44) which might cause problems due 
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to the drain on managerial resources and lack of training and expertise in HRM, 

which was also mentioned by Cook (1999).  

 

There are numerous HR challenges during business growth especially in SMEs, 

and scholars call for more qualitative research to investigate in more detail HRM 

and SHRM in SMEs (e.g., Rutherford et al. 2003; Tansky and Heneman 2003; 

Goswami et al. 2006; Achtenhagen et al. 2010). In the following Chapter 

literature on MC and MCD during business growth is reviewed before moving to 

SHRM in Chapter 2.4.  

 

2.3 Management Capacity (MC) 

This chapter on MC starts with selected definitions of MC available in academic 

literature, followed by the definition of MC and MCD in the context of this study. 

Afterwards, a brief review of previous research in the field of MC is performed. It 

continues with the introduction to the managerial limitations to business growth 

and concludes with a review of literature regarding the development of MC 

during business growth in Chapter 2.3.5.  

 

2.3.1 Definition of MC  

There are different definitions of MC in literature. Graves and Thomas (2006) 

refer to MC as “the human resources available for managerial tasks” (p. 201). 

 

Meier and O´Toole (2010) note that “Management capacity both allows the 

manager to analyse the myriad of possible environmental interactions to select 

the most valuable ones and also to implement any resulting agreements” 
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(p. 1026). They asserted that “management capacity is not managerial action 

per se but rather the potential and the capability to take action” (p. 1028). In the 

context of their study, MC is “meant as available potential for managerial 

resources to be deployed when needed” (Meier and O´Toole 2010, p. 1040). 

 

Yan et al. (2010) defined MC “as the capability to bring together and use 

resources to carry out responsibilities” (p. 1). Potter and Brough (2004) argued 

that “capacity building consists of meeting a hierarchy of needs which all need 

to be considered in a logical order if investments in development are to pay off” 

(p. 336). They criticised that too often capacity building “becomes merely a 

euphemism referring to little more than training” (p. 336). 

 

Bossuyt (1995) referred to capacity building as “slippery concept” and saw the 

missing clarity on what it actually means as main obstacle to an effective 

implementation. 

 

Hutzschenreuter (2006) was the only researcher identified by the author, who 

operationalised MC. He defined MC as “the extent and quality of services of 

persons who are authorised to decide on the nature and scope of business 

activities and who enforce these decisions upon other people” (p. 116). 

Hutzschenreuter (2006) divided these services into entrepreneurial services 

(needed to plan, take and realise growth decisions) and administrative services 

(the exploitation of the created market opportunities). Both depended on the 

complexity and dynamics of growth based on the basic thoughts of Penrose 

(1995), who distinguished between the firm´s managerial and administrative 

activities. Hutzschenreuter (2006) stated that the total supply of managerial 
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services was determined by the number of managers in the company and the 

average supply of managerial services per manager. Therefore, depending on 

the demand for administrative services, greater or lesser entrepreneurial service 

capacity needed to create and build new businesses remained available. He 

added that the complexity and dynamics of growth decisions impacted on the 

entrepreneurial service capacities (Hutzschenreuter 2006). 

 

2.3.2 Definition of MC in the Context of this Study  

In the context of this study MC will be defined as the quantity and quality of all 

internal managerial resources in a company, that is, from the CEO to the first 

line manager. Since it is important not only to have a sufficient number of 

managers to manage growth effectively, but also for the company to possess 

the requisite knowledge, skills and capabilities to cope with the complexity 

inherent with growth, in the context of this study, having enough MC means, 

having the right number of managers with the required skills, knowledge and 

willingness to perform in all management positions at any time along the growth 

path (see Figure 12). When referring to the development of MC (MCD) this 

means an increase in MC. 

 

 

Fig. 12: The qualitative and quantitative aspect of MC based on Hutzschenreuter (2006, p. 118) 

MC

qualtitative   
aspect

skills, knowledge, managers´
willingness to perform
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aspect

Number of managers
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2.3.4 MC as Limitation to Business Growth 

According to Hutzschenreuter (2006) and Hutzschenreuter and 

Guenther (2009) the availability and allocation of MC is a critical condition for 

business growth. Already in 1959, Penrose (1959) identified the capacities of 

the existing managerial personnel of the firm as a limiting factor to the 

expansion. 

 

Mahoney (1995) asserted that the most important resource of companies is the 

resource of management. Furthermore, Treacy (2003) defined MC and not 

market demand as “the binding constraint on growth” (p. 16). 

 

According to Paul (2007) the most important precondition for expansion was 

having enough MC. He claimed that despite the fact that MC was one of the 

biggest constrains on corporate growth in many companies, most companies 

did not plan their MC systematically in advance.  

 

This point was also made in the Final Report of the European Commission 

Expert Group on MC Building (European Commission 2006) which emphasised 

that, among other factors (e.g., willingness to grow, opportunities in the market), 

“lack of management skills prevent SMEs to reach their potential to grow” 

(p. 11). Based on this report, MC relates to the following four fields of expertise 

of the owner/manager: (1) “strategic and management knowledge aspects … 

(2) understanding the running business and of the potential opportunities or 

threats … (3) willingness to question and maybe review the established patterns 

… and (4) attitudes towards investing time in management development or 

other needed competencies” (p. 6). This expert group (European Commission 
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2006) established that whilst during start-up of a business, MCD generally 

received sufficient attention, MCD “at times of business turn-arounds, to 

accompany high growth and/or with a view to prepare for a down-turn in the 

markets and preventing crisis, seems more problematic” (p. 15). Furthermore, 

the report found the fact that an “overwhelming majority of SMEs do not have 

structured training or learning schemes” (p.20) to be a common characteristic 

throughout Europe. The following three common obstacles regarding the use of 

the diverse offers and of sources for learning were identified in this report: 

(1) recognising and identifying the challenges or weaknesses that could be 

improved through an appropriate form of training; (2) lacking assessment of the 

quality and relevance of training offers that meet the SME’s specific 

requirements; and (3) the will and ability to participate in a training. 

 

The aforementioned 2006 report presents 15 ‘good practice’ cases and 

proposes a number of recommendations on how business service providers, 

the business world, public authorities and the European Commission can 

strengthen MC building. It does not, however, investigate SMEs directly or 

explain how owner-managers of SMEs can develop their MC during growth or 

prepare for potential future growth. The focus is rather on training practices and 

not on strategic development of MC.  
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2.3.5 Development of MC during Business Growth 

Hutzschenreuter (2006) suggested developing MC through an increase in the 

number of managers, by developing existing personnel (e.g., talent pool) or by 

hiring new managers from external sources, and through an increase in the 

average supply of managerial services of each manager – through learning 

processes (on the job or off the job) and through change of management 

processes. However, he did not describe how this is to be done; there are 

different problems related to these options. As mentioned in the introduction 

chapter, there are still a range of unanswered questions regarding SHRM in 

SMEs. In the following some of these challenges will be described. 

 

Barringer and Jones (2004) pointed to the problem that the implementation of 

new product and service ideas requires substantial managerial resources. In 

situations where firms have insufficient MC, new managers cannot be recruited 

to quickly resolve the shortfall in managerial resources. This point was also 

made by Penrose (1995), who stated that “it is self-evident that such 

management cannot be hired in the market-place” (p. 46). 

 

As stated by Lockett et al. (2011) “the development of managerial resources 

takes time, which sets an ultimate limit to how fast firms can grow” (p. 49). To 

acquaint a manager hired from outside with the tacit knowledge about the 

company, its environment, basic settings, firm specific skills and implicit 

processes takes time and requires collaboration with other firm members. 

Furthermore, it requires effort, time and attention on the part of existing 

managers to train new managers and hence reduces the managerial services 

that are available for expansion (e.g., Mahoney 1995; Lockett et al. 2011).  
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Mishina et al. (2004) pointed to the greater organisational complexity associated 

with growth and found out that it is “the inability of managers to cope with the 

administrative demands” (p. 1181) due to this complexity that is often the failure 

of high-growth firms. As result, if a firm expands its organisation faster than the 

MC in the firm can be developed, the efficiency of the firm will suffer; this may 

lead to “such disorganisation that the firm will be unable to compete efficiently in 

the market with other firms, and a period of stagnation may follow” (Penrose 

1995, p. 47). 

 

The above-mentioned reasons illustrate that once the deficiency in MC 

manifests itself, it is too late to react. Thus, the strategic development of MC is a 

worth-while prerequisite. Nonetheless, how do SMEs develop their MC 

strategically? 

 

In addition to the above-mentioned difficulties, growing SMEs face a number of 

challenges when they attempt to grow or even during growth. “The skill set 

necessary to start and manage a small business may also be very different from 

the skill set necessary to manage the growth process and the resulting larger 

company” (Greening et al. 1996, p. 236). As mentioned in Chapter 2.1.3 most 

SMEs have limited resources. The managerial services in small firms are 

supplied by only a few people who are fully occupied in running the firm, 

therefore “expansion sometimes depends on ‘overtime’ spurts of activity which 

can only occur periodically” (Penrose 1995, p. 49). Penrose (1995) further 

emphasised that the administrative organisation can only be expanded by 

actions of the existing managerial personnel since the additional management 

services needed to expand cannot be provided by personnel newly hired from 
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outside the firm. The experience of existing managerial personnel gained “from 

working within the firm and with each other enables them to provide services 

that are uniquely valuable for the operations of the particular group with which 

they are associated” (Penrose 1995, p. 46).  

 

To get clarification about the different terms used in the academic HR literature, 

and to clarify terminology and explain the theoretical integration of the research 

topic within the academic HR literature, a review of the topics HRM, SHRM, 

HRD, MD and TM will be performed in Chapters 2.4 and 2.5. 

 

2.4 Strategic Human Resources Management (SHRM)  

This chapter starts with a brief review on HRM (Chapter 2.4.1), followed by 

business strategy (Chapter 2.4.2), definitions of SHRM (Chapter 2.4.3) and 

concludes with the introduction of different perspectives of SHRM and the gap 

in literature regarding strategy formulation and implementation issues in SHRM 

(Chapter 2.4.4). 

 

2.4.1 Human Resources Management (HRM) 

Since SHRM can be seen as a subdomain of HRM (Boxall et al. 2007), a closer 

look at HRM will follow in this chapter. Schuler and Jackson (2007) used HRM 

“as an umbrella term that encompasses (1) specific human resource practices 

such as recruitment, selection, and appraisal; (2) formal human resource 

policies, which direct and partially constrain the development of specific 

practices; and (3) overarching human resource philosophies, which specify the 

values that inform an organisation´s policies and practices” (p. 24). 
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Furthermore, Schuler and Jackson (2007) stated that “ideally, these comprise a 

system that attracts, develops, motivates and retains employees who ensure 

the effective functioning and survival of the organisation and its members” 

(p. 24). 

 

However, Swanson and Holton III (2009) stated that “as an umbrella term, HR is 

often confused with HRM goals and activities such as hiring, compensation and 

compliance issues” (p. 12).  

 

According to Armstrong (2009) HRM is a “strategic, integrated and coherent 

approach to the employment, development and well-being of the people 

working in organisations” (p. 4) where the general purpose is that a business is 

successful because of the people in its employment. He emphasised that 

universal characteristics of HRM do not exist. Similarly, Gilmore and Williams 

(2009) stated that “there is no one accepted view as to what HRM is” (p. 4), and 

Armstrong (2009) alluded to diverse models and practices in organisations. 

Rowley and Jackson (2011) also pointed to the fact that there was no single 

stable definition of HRM and argued that it remained an ongoing task within the 

context of HRM simply being seen “as the management of people” (p. xxvi). 

 

Boxall et al. (2007) defined HRM as “the management of work and people 

towards desired ends” (p. 1) and emphasised that it was a “fundamental activity 

in any organisation in which human beings are employed” (p. 1).  

 

Boxall et al. (2007) differentiated between three subdomains: (1) Micro HRM  

which focuses on “the sub-functions of HR policy and its practice” (p. 2). 
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According to them, Micro HRM encompassed the management of individuals 

and small groups (e.g., selection, training and development, compensation) and 

the management of “work organisation and employee voice systems” (Boxall et 

al. 2007, p. 3). This first subdomain is not the main focus of this research 

project; however, it will help to explore how the participating SME owners 

develop their MC, for instance, in terms of the MD initiatives they use. 

(2) SHRM focuses on “the HR strategies adopted by business units and 

companies and tries to measure their impacts on performance” (Boxall et al. 

2007, p. 3). This subdomain will be further elaborated on in the following 

chapters since the research objective of this study is to investigate the 

development of MC to support business growth which is of strategic importance 

for a company and located within this subdomain. (3) International HRM  

covers HRM in companies that operate internationally. Given the focus on 

German SMEs within this study, this subdomain is less relevant for this 

research project. 

 

2.4.2 Business Strategy 

Before defining SHRM, it is worthwhile to have a look at the term strategy. 

“Strategy is defined as a process through which the basic mission and 

objectives of the organisation are set and a process through which the 

organisation uses its resources to achieve its objectives” (Tichy et al. 1982, 

p. 47). According to Becker and Huselid (2006) “strategy is about building 

sustainable competitive advantage that in turn creates above-average financial 

performance” (p. 899). Boxall and Purcell (2011) defined strategy as “a set of 

strategic choices, some of which may be formally planned” (p. 62) and strategic 
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management as “the process used in the firm to develop critical goals and 

resources … [and] involves critical HR decisions about talent management, … 

recruitment and development of key managers” (p. 62). Stonehouse and 

Pemberton (2002) described strategic management as a “set of theories and 

frameworks, supported by tools and techniques, designed to assist managers of 

organisations in thinking, planning and acting strategically” (p. 853), while 

strategic planning “centres on the setting on long-term organisational objectives, 

and the development and implementation of plans designed to achieve them” 

(p. 854). The latter is often associated with a highly prescriptive approach to 

strategic management. 

 

There are different approaches to strategic management. McKiernan (1997) 

distinguished between four approaches: Firstly, the planning and practice 

school (also called deliberate approach; e.g., Ansoff´s (1965) model of strategic 

decisions, characterised by detail and definition in its planning process); 

secondly, the learning school (also called emergent approach, assuming that 

“the environment was so unpredictable and complex” (McKiernan 1997, p. 792) 

that companies should adapt to, or muddle through this complexity); thirdly, the 

positioning school, based on Porter (1990), which focuses on the environment 

using the “five competitive forces” (p. 35) that determine industry competition. 

Porter (1990), who also introduced the generic strategies (see Figure 13) 

emphasised that “no one type of strategy ... is appropriate for every industry” 

(p. 39), however, he also warned that “the worst strategic error is to be stuck in 

the middle or to try simultaneously to pursue all the strategies” (p. 40). He 

furthermore suggested the value chain framework as a useful tool for internal 

resource analysis.  
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Cost Focus  
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Fig. 13: Generic strategies (Porter 1990, p. 39) 

 

Fourthly, the resource-based approach, which suggests that competitive 

advantage is established through the organisation´s internally-developed core 

competences and capabilities. These can be identified by the following three 

tests (Prahalad and Hamel 1990): (1) does this competence provide “potential 

access to a wide variety of markets” (p. 83), (2) does it “make a significant 

contribution to the perceived customer benefits of the end product” (p. 83) and 

(3) is it “difficult for competitors to imitate” (p. 83)? The resource-based view of 

strategy literature sees people as being “valuable, rare, inimitable and non-

substitutable assets held by an organisation” (Gold et al. 2010b, p. 38). The 

usefulness for generating sustained competitive advantage through the 

strategic development of the organisation´s valuable, rare, imperfectly imitable 

and non-substitutable human resources (Barney 1991) is acknowledged by a 

meaningful body of literature (e.g., Barney 1991; Wright and McMahan 1992; 

Boxall 1998; Becker and Huselid 2006; Lengnick-Hall et al. 2009; Boxall and 

Purcell 2011). Penrose (1959) turned out to be a central source for the 

resource-based approach to the firm´s growth. Armstrong (2009) viewed the 

aim of the resource-based view of SHRM as being the development of strategic 

capability which means achieving a “strategic fit between resources and 

opportunities” (p. 31). In his view, added value is achieved through the “effective 
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deployment of resources” (p. 31), and the development of people able to think 

and plan strategically, understand the main strategic issues and support the 

achievement of the organisation´s strategic targets. 

 

Stonehouse and Pemberton (2002) noted that no school “represents a complete 

or definitive explanation of strategic management” (p. 854), but rather each 

school offers merely a different perspective which enables managers to get a 

better understanding of the strategic situation of their company. It can be 

argued that whilst strongly structured planning is inappropriate in times of rapid 

changing environments (e.g., Stonehouse and Pemberton 2002), the setting of 

longer-term objectives is essential for the survival and development of an 

organisation. Correspondingly, a learning or emergent approach, often well-

suited in rapid changing environment, does not mean an absence of strategic 

planning. This introduces “the idea that strategies can form in an organisation 

without being consciously intended, that is, without being formulated” 

(Mintzberg et al. 2003, p. 2).  

 

Mintzberg and Lampel (1999) differentiated between 10 schools of strategy, 

however, similar to Stonehouse and Pemberton (2002), they (1999) 

emphasised that although these schools are different, they all are different parts 

of the same process: (1) design school, (2) planning school, (3) positioning 

school, (4) entrepreneurial school, (5) cognitive school, (6) learning school, 

(7) power school, (8) cultural school, (9) environmental school, and 

(10) configuration school (pp. 22-25).  
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Levy and Powell (2005) explored strategies for growth in SMEs and suggested 

that the strategy of the latter “tends to be emergent and informal” (p. 27) in the 

process adopting a differentiation strategy leading to delivered product or 

service differing from those available in the market. A further finding is that there 

is a dearth of formal systems and strategic planning in SMEs almost until they 

reach maturity. This confirms the view of McKiernan and Morris (1994) that 

formal strategic planning provides few performance benefits to SMEs, whilst 

Kohtamäki et al. (2009) also suspected that “it is more common that SMEs see 

their strategies as emergent” (p. 57). 

 

Since this research sets out to investigate how growth-oriented SMEs 

undertake MCD in order to support their growth strategies, it aims to shed light 

on, firstly, whether and how the participating CEOs undertake strategic planning 

and develop their MC to support their growth strategy, and secondly, to identify 

which of the theoretical approaches best explains their strategic practice. 

 

2.4.3 Definitions of SHRM  

SHRM concentrates on “the strategic choices associated with the organisation 

of work and the use of labour in firms” (Boxall and Purcell 2011, p. 65) and on 

clarifying why certain companies perform this more effectively than other ones. 

Boxall et al. (2007) wrote, that in the past, SHRM was seen as the point of 

interaction between HRM and strategic management, with the research focus 

“on understanding how the HRM function can be strategically aligned” (p. 101) 

in order to contribute to competitive advantage. According to Wright and 

McMahan (1992) SHRM is defined as “the pattern of planned human resource 
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deployments and activities intended to enable an organisation to achieve its 

goals” (p. 298). 

 

SHRM was seen by Delery and Doty (1996) as the “strategic perspective of HR“ 

(p. 802). Huselid et al. (1997) noted a broad agreement among scholars that 

SHRM “involves designing and implementing a set of internally consistent 

policies and practices that ensure a firm´s human capital … contributes to the 

achievement of its business objectives” (p. 171) and that a company’s HRM 

practices influenced its performance. However, Gold and Bratton (2007) 

claimed that the exact significance of SHRM and HR strategy remained 

challenging since there are no generally accepted definitions. Nonetheless they 

attempted to define SHRM “as the process of linking the human resource 

function with the strategic objectives of the organisation in order to improve 

performance” (p. 37). 

 

Boxall and Gilbert (2007) explained that SHRM had a broader perspective than 

HRD, because “SHRM is interested in both the creation and defence of 

outstanding managerial teams and also in the appropriation of value from them” 

(p. 101).  

 

According to Becker and Huselid (2006) whereas traditional HRM research 

focuses on administrative support in terms of staffing, recruitment, training and 

development, compensation, and so forth, it differs from SHRM in two ways: 

Firstly, in SHRM it is the organisational performance and not so much individual 

performance that is emphasised. Secondly, instead of considering individual HR 
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management practices separately, it focuses on “the role of HR management 

systems as solutions to business problems” (p. 899). 

 

The stated definitions seem to share the strategic role of HRM, and the linkage 

of HR policies, organisation of the workforce and HR practices to overall 

business strategy including the design and implementation of HR practices.  

 

In the next section different perspectives of SHRM are briefly reviewed in order 

to understand the strategy for MCD in growth-oriented SMEs and its link to 

business strategy. 

 

2.4.4 Different Perspectives of SHRM and its Link t o Business Strategy  

There are three strategic perspectives on HRM that are dominant in literature 

(e.g., Delery and Doty 1996; Bowen and Ostroff 2004): the universalistic, 

configurational and contingency perspective.  

 

Firstly, the universalistic perspective, which has the underlying assumption 

that there are certain HR practices (“best practices”) which surpass others and 

contribute to higher organisational performance (e.g., Huselid 1995; Kaufman 

2010). In this view, aligning HR practices with a particular strategy or a 

particular context is not required. In contrast, Lengnick-Hall et al. (2009) 

emphasised that it remained an area of debate as to which HR practices are 

universal.  
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Secondly, the configurational perspective , which represents the view that 

“unique patterns of HR practices have a positive effect on organisational 

performance" (Lengnick-Hall et al. 2009, p. 68).  

 

Thirdly, the contingency perspective , which follows the assumption that “in 

order to be effective, an organisation´s HR policies” (Delery and Doty 1996, 

p. 803) have to be aligned with the organisation´s strategy.  

 

Youndt et al. (1996) compared the universal and contingency perspectives. 

Although their results supported the contingency approach they argued that 

both the universalistic and contingency perspectives could be complementary 

since individual HR practices could “directly influence organisational 

performance” (p. 837). Following this stance, best practices can provide a solid 

foundation for SHRM activities, but in order “to achieve a higher level of 

performance, contingent factors should be considered” (Lengnick-Hall et al. 

2009, p. 68). 

 

Boxall and Purcell (2000; 2011) differentiated between best practice 

(universalistic) and best fit (contingency). In their discussion (Boxall and Purcell 

2000) of the best fit/best practice debate they found only little evidence to 

support the universalistic perspective, instead they emphasised that there was 

overwhelming evidence against a universal set of HR practices. They claimed 

that the resource-based view was partially useful in SHRM research and 

provided an impetus to carry forward research on HR strategy. 
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Kaufman (2010) stated that “the BP [best practice] and Universalistic 

perspectives are largely equivalent” (p. 289). By comparison, Boxall and Purcell 

(2011) wrote that in a best fit approach HRM is adapted to the specific context. 

It is equally evident that some best practices in the micro HRM domains may be 

useful, such as selection and appraisal of people. 

 

Delery and Doty (1996) stated that it is a precondition for effectiveness for firms 

to develop an HR strategy ensuring both vertical and horizontal fit. According to 

them horizontal fit represents the “internal consistency of the organization's HR 

policies or practices” (p. 804) whereas vertical fit represents “the congruence of 

the HR system with other organizational characteristics” (p. 804), for instance, 

with the company´s strategy. Although Delery (1998) critiqued literature on fit in 

SHRM and stated that there was only small support for the effectiveness of the 

horizontal fit of HRM practices.  

 

Baird and Meshoulam (1988) explained that with the growth and development 

of a company, the “human resource management programs, practices, and 

procedures must change and develop to meet its needs” (p. 117). However, 

Milliman et al. (1991) stated that “a major unresolved issue … concerns the 

relationship of fit to flexibility” (p. 325).  

 

With reference to the application of strategic issues at different levels, Bratton 

and Gold (2007) pointed to a “hierarchy of strategy” (p. 41) with a corporate-

level strategy at the top and derived business-level strategies below that, 

followed by the functional-level strategies including the HR strategy.  
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Boxall and Purcell (2011) emphasised that an “effective HR strategy is a 

necessary, though not necessarily sufficient condition of firm viability” (p. 61). 

Nevertheless, Tichy et al. (1982) viewed the central problem of strategic 

management “to keep the strategy, structure, and human resource dimensions 

… in direct alignment” (p. 48). 

 

According to Boxall and Purcell (2011) HR strategy is a “cluster of HR systems” 

(p. 67), each having the aim to organise and manage the employment of a 

different major workforce group such as management, core operating workers 

or specialists. 

 

Rowden (1999) argued that HR must change from delivering merely 

administrative support to becoming a strategic business partner. He further 

stated that HR must shift from their position as deliverers of standardised HR 

services to a service that supports managers in creating “customised strategic 

plans to influence the effectiveness of company performance” (p. 22).  

 

Collis and Rukstad (2008) claimed that many executives were unsure of how to 

formulate strategy statements, and gave recommendations of how to define a 

clear strategy. They stated that as a result, implementation “becomes much 

simpler, because the strategy´s essence can be readily communicated and 

easily internalised” (p. 2) by all people within the organisation. Successful 

implementation required that the people in the organisation fully understood the 

strategy (Kaplan and Norton 2000). 
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Although diverse literature on strategic planning exists, many open questions 

remain regarding designing HR systems and how to fit HR components to these 

strategies (Lengnick-Hall et al. 2009). In this regard Becker und Huselid (2006) 

appealed for further investigation of strategy implementation. In support, 

Lengnick-Hall et al. (2009) suggested more attention be paid to “implementation 

issues in SHRM, in particular vertical and horizontal fit” (p. 80). They viewed 

improved understanding, through qualitative research of just how organisations 

link HR systems to strategies, to be invaluable. Additionally, they asserted that 

“breakthroughs in this area will result from direct contact with organisations” 

(p. 81) instead of studying prevailing literature.  

 

2.5 Human Resources Development (HRD)   

Defining HRD is not easy and as indicated by Dilworth (2003), this area is 

“a mosaic of multiple perspectives, in some cases only loosely arrayed” 

(p. 241), as no distinct position or framework of HRD has been prevalent. 

A reason might be that HRD entails a wide spectrum of practice as is 

considered to be “a relatively young academic discipline” (Swanson and Holton 

III 2009, p. xix). In the following section some extant definitions of HRD are 

presented, followed by the drawing of a distinction between HRD and HRM. 

Subsequently, MD and leadership development as well as TM as related terms 

to the field of MCD are defined. 
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2.5.1 Definitions of HRD  

Dilworth (2003) stated that Leonard Nadler at George Washington University 

first used the term HRD with the following three component parts: firstly, training 

which relates to the current job; secondly, education for a future job; and thirdly, 

development with no direct relationship to the job. He referred to the fact that 

Nadler considered organisation development as a separate discipline. In 

contrast, McLagan (1989) provided three different components of HRD: 

organisation development, training and development, and career development. 

Dilworth (2003) in taking a more strategic approach defined HRD as being a 

creative design process involving the integration of “strategies, structures, 

systems, technologies, and human beings” (p. 241) through a variety of 

methods to encourage individual and organisational learning as well as growing 

and sustaining organisational effectiveness. According to McGoldrick et al. 

(2002) HRD is “clearly concerned with supporting and facilitating the learning of 

individuals, groups or teams and organizations” (p. 396). 

 

Swanson and Holton III (2009), defined HRD as “a process of developing and 

unleashing expertise for the purpose of improving individual, team, work 

process, and organisational system performance” (p. 4). Mankin (2009) in turn 

explained that HRD includes a whole “range of organisational practices that 

focus on learning: training, learning, and development; workplace learning, 

career development and lifelong learning; organisation development; 

organisational knowledge and learning” (p. 6). He (2009) further argued that the 

objective of HRD is the creation and sustainability of “a learning infrastructure 

within which organisational knowledge and learning processes can be used to 

leverage these assets in support of an organisation´s strategic objectives” 
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(p. 72). Mankin (2009) differentiated between activity-based HRD and result-

driven HRD. The former refers to a “systematic approach to training: identifying 

training needs, designing a training intervention, delivering and evaluating an 

intervention” (p. 60); the latter requires HRD practitioners to “work 

collaboratively with management at all levels in order to improve organisational 

performance” (p. 61). Another interpretation is that “HRD is a strategic and 

coherent approach to the development of an organisation´s most valued assets” 

(Haldar 2009, p. 177), which are its employees because they contribute both 

individually and collectively “to the achievement of its objectives for sustainable 

competitive advantage” (p. 177) which is in line with the resource-based view.  

 

Regarding the question of whether HRD is a subset of HRM, Gold et al. (2010a) 

stated that “it has become increasingly a movement in its own right” (p. 15). 

This view is supported by Boxall et al. (2007) who referred to HRD as a different 

area, a subject in its own right, with its origins in the USA “with the formation of 

the Academy of HRD and writings distinguishing HRD from both, HRM and 

mainstream training and development” (p. 332). Mankin (2009) emphasised that 

HRD and HRM strategies, plans, practices, and policies are parallel and non-

competing. Furthermore, he (2009) mentioned that HRD and HRM should be 

seen as integrated concepts despite having their “own distinctive characteristics 

and roles” (p. 82).  

 

According to O´Donnell et al. (2006) “the terms have become so 

interchangeable that some training and development practitioners exhibit 

confusion over meanings and boundaries delineating HRM, HRD, training, and 
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learning and development“ (p. 9). Some confusion over meanings also applies 

to the terms MD and leadership development presented in the next section. 

 

2.5.2 MD and Leadership Development 

In many papers MD and leadership development are used interchangeably. 

Tapping into the confusion surrounding diverse definitions, McGurk (2010) 

pointed to a continuous lack of clarity in literature as well as amongst 

practitioners regarding the distinction of MD and leadership development and 

their various approaches.  

 

Day (2001) differentiated between leadership development and MD by 

explaining that MD concentrated on the persons “in formal managerial roles” as 

such while leadership development involved those “with and without formal 

authority” (p. 582).  

 

Molander (1986) saw MD as the “conscious and systematic process to control 

the development of managerial resources in the organisation for the 

achievement of organisational goals and strategies” (p. 5). Gold et al. (2010a) 

defined MD as “a planned and deliberate process” supporting managers in 

increasing their effectiveness and saw it as a schooling process for managers 

“through recognised opportunities” (p. 222). 

 

McCauley and Van Velsor (2004) differentiated between leader development 

and leadership development, and saw the main difference in the scope of 

development: the former focuses on the development of individual leadership 



51 
 

capacity for effectiveness in leadership roles and processes, and the latter 

concentrates on the organisational level involving organisational capacity 

building for the implementation of “basic leadership tasks needed for collective 

work: setting direction, creating alignment, and maintaining commitment” 

(p. 18).  

 

Hill and Stewart (2007) identified different approaches regarding manager 

development and MD noting that manager development focuses on supporting 

people in the organisation to be more effective managers whilst MD is “primarily 

concerned with the creation and enhancement of ‘management’ as an 

organisational capability or competence” (p. 2). 

 

Gold et al. (2010c) wrote that “at an individual level the terms leader and 

manager can apply to the same person, depending on the contingent 

circumstances” (p. 12). That may be particularly true in SMEs, since they do not 

have so many hierarchical levels. A manager in an SME needs to exhibit traits 

from both the leader- and the manager position. He is expected not only to deal 

with unforeseen events and act in a responsive and intelligent way but 

simultaneously to manage the more routine business efficiently. Hence, in this 

study the word manager is used to refer to both leaders and managers.  

 

Researchers as well as practitioners discuss the topic of MD and provide 

different approaches. However, organisations often struggle with the 

implementation of an effective MD programme. Groves (2007) stated that there 

was a range of companies and organisations that were facing “incredible 

challenges in preparing managerial personnel to assume future leadership 
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positions” (p. 256). Leskiw and Singh (2007) suggested that “leadership 

development becomes an increasingly critical and strategic imperative for 

organisations in the current business environment” (p. 444). According to Weiss 

and Molinaro (2006) leadership development “needs to become an 

organisational priority” (p. 7) and could not be delegated to an HR department. 

In their book “Leadership Solutions - the pathway to bridge the leadership gap”, 

Weiss et al. (2007) called it a critical business imperative. Although these 

studies highlight the difficulties of MD they do not show how organisations 

manage these difficulties per se.  

 

2.5.3 Talent Management (TM)  

Gold et al. (2010b) stated that “TM reveals a lack of agreement regarding 

definition and scope of TM” (p. 252). This was supported by Collings and 

Mellahi (2009), who noted that TM remains an underdeveloped research area. 

Similarly, Lewis and Heckman (2006) pointed to a “lack of clarity regarding the 

definition, scope and overall goals of talent management” (p. 139). 

 

The Chartered Institute of Personnel and Development (Tansley et al. 2007) 

defined TM as “the systematic attraction, identification, development, 

engagement/retention and deployment of those individuals with high potential 

who are of particular value to an organisation” (p. xi). Gold et al. (2010b) 

differentiated between two aspects of TM: “(1) TM as a collection of integrated 

HR practices, targeted at a differentiated workforce, and (2) TM as talent 

continuity/succession planning” (p. 253). The second strand connects to the 

concept of succession planning which is concerned with planning MC and key-
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skilled employees needed to cover retirements or fluctuation as well as future 

newly created positions (Sambrook 2005). 

 

To differentiate talent development from leadership development Gold et al. 

(2010b) offered the following distinction: Leadership development concentrates 

“on strategic organisational needs, role transitions and the whole management 

population” (p. 80), whereas talent development places emphasis “on additional 

development on those people assessed as having potential to take on roles of 

greater responsibility and complexity” (p. 80).  

 

Collings and Mellahi (2009) distinguished between SHRM and strategic TM and 

emphasised that whereas SHRM concentrates on the workforce as a whole, 

strategic TM concentrates on those employees who form part of “the 

organisation's pivotal talent pool and who occupy, or are being developed to 

occupy, pivotal talent positions” (p. 307).  

 

In a survey with 20 CEOs in large corporations Cohn et al. (2005) found out that 

although all respondents saw “having the right talent in the right roles” (p. 3) and 

having a TM program for developing effective leaders as critical for their 

companies´ success, nearly 50% of the participants had not planned the 

succession of their leaders and only 25% of the CEOs reported to have talent 

pipelines for three managerial levels below CEO-level.  

 

Ready and Conger (2007) stated that “an astonishing number of companies still 

struggle to fill key positions – which puts a considerable constraint on their 

potential to grow” (p. 1). They identified two main reasons for this: firstly, formal 
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procedures for the identification and development of next-generation leaders 

are not aligned with what companies need to grow or for expansion; and, 

secondly, HR executives having trouble keeping top leaders´ attention on TM 

issues, with the inherent risk that TM deteriorates into the management of 

bureaucratic routines. 

 

Difficulties and obstacles to TM were for instance investigated by 

Guthridge et al. (2006) who conducted 50 in-depth-interviews with CEOs, 

business unit leaders and HR professionals at 29 multinational companies in 

diverse industries. The main resulting obstacles are presented in Figure 14. 

More than one third reported about the missing alignment of TM strategy with 

business strategy (37%). Guthridge et al. (2006) therefore stressed the 

importance of TM being aligned with business strategy. The manner in which 

the participating companies in this research study aligned their MCD strategy 

with their growth strategy is presented in Chapter 4.2.1.4. 

 

Fig. 14: Top seven obstacles to TM (Guthridge et al. 2006, p. 51) 
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TM has relevant aspects for the strategic development of MC such as how 

CEOs of SMEs identify and develop their managers, how they fill their key 

management positions and avoid their managers´ skills becoming outdated. 

The extent to which these aspects are of relevance to the participants in this 

study will be presented in Chapter 4. 

 

2.6 Conclusions  

The purpose of Chapter 2 was to review the literature relevant to the research 

topic and provided an overview of the present stage of research and literature 

within this specific field. Terms like SME, business growth, MC, HRM, SHRM 

and HRD were defined and their boundary conditions established. Diverse 

scholars (e.g., Brand and Bax 2002; Stewart and Beaver 2004; Sambrook 2005; 

Tansky and Heneman 2006; Mayson and Barrett 2006) pointed to the need of 

further research in the field of MD and SHRM in SMEs since SMEs are not 

merely smaller versions of large organisations. Although there is a wide range 

of adjacent terms, the use of MCD still remains underdeveloped in the literature, 

particularly in how to manage the challenges associated with MCD in SMEs 

rather than just identifying diverse problems. This thesis aims to address this 

lack of attention.  

 

The next chapter explains the methodology and the research design of this 

research project which aims at reducing the existing knowledge gap and seeks 

to answer the research questions posed by the author.   
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3 Methodology and Research Design  

This chapter outlines the methodological approach, explains the research 

design and the reasons for using grounded theory methodology, as well as the 

rationale for using Strauss´s grounded theory approach, rather than Glaser´s. It 

includes the specific measures that were taken to maximise rigour in this 

grounded theory study. The processes of participant selection, data collection 

and data analysis are described, as well as ethical considerations which had an 

influence on the whole research process. 

 

3.1 Methodological Approach  

3.1.1 Philosophical and Epistemological Assumptions  

According to Easterby-Smith et al. (2008) an understanding of research 

paradigms is useful for various reasons, especially since it helps to clarify 

research designs, how data is to be gathered and interpreted, to recognise 

which research design will work and to indicate the limitations of particular 

approaches. Collis and Hussey (2009) defined a research paradigm as a 

“framework that guides how research should be conducted” (p. 55) based on 

people´s philosophies and their assumptions about the world and the nature of 

knowledge. 

 

Before describing the methodology applied in this research project, the basic 

ontological and epistemological assumptions are briefly addressed since these 

had an influence on the choice of method. Whereas “the ontological assumption 

is concerned with the nature of reality” (Collis and Hussey 2009, p. 59) and the 

assumptions about the world (´What does the world or reality consist of?`), “the 
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epistemological assumption is concerned with what we accept as valid 

knowledge” (Collis and Hussey 2009, p. 59) (´How do we know what reality 

consists of?`) with questions about the origins, nature and limits of scientific 

knowledge (Johnson and Duberley 2000). 

 

There are various philosophical positions and views that different social 

scientists hold (Morgan and Smircich 1980). Given the focus of this study the 

main implications of the two contrasting paradigms, namely positivism and 

interpretivism that are part of a key debate among philosophers of the natural 

sciences and the social sciences, are summarised in Figure 15.  

 

Fig. 15: Assumptions of the main paradigms (Collis and Hussey 2009, p. 58) 
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Whereas positivists believe that social reality is objective, external to the 

researcher, that there is only one reality and “that only phenomena that are 

observable and measurable can be validly regarded as knowledge” (Collis and 

Hussey 2009, p. 59), interpretivists believe that the world is socially constructed 

and therefore subjective, that “each person has his or her own sense of reality 

and there are multiple realities” (ibid). 

 

The main criticisms of positivism are, for instance, that it is not possible to 

separate people from the social contexts in which they exist, that “researchers 

are not objective” bringing in their own interests and values of the research and 

“capturing complex social phenomena in a single measure is misleading” 

(Collis and Hussey 2009, p. 56). Interpretivism is mainly criticised for the fact 

that due to their small sample generalizations cannot be made. 

 

Since the author was interested in the different aspects of MCD in growth-

oriented SMEs and how CEOs develop their MC in order to support business 

growth, she was more interested in interviewing CEOs about their experiences, 

about their ways and their strategy for MCD. Such a study will depend therefore 

on how CEOs make sense of the context surrounding their organisations and 

the response they make in terms of MC; both aspects require an examination of 

their judgement, which is multi-faceted and not easily captured using a positivist 

lens. The author also shares the view of Corbin and Strauss (2008) who stated 

that “the world is very complex. There are no simple explanations for things” 

(p. 8). The author´s aim was to understand how MCD is performed in growth-

oriented SMEs. Therefore, the goal was to build substantive theory of MCD in 

this specific context, always being aware of the viewpoint “that concepts and 



59 
 

theories are constructed by researchers out of stories that are constructed by 

research participants who are trying to explain and make sense out of their 

experiences and/or lives, both to the researcher and themselves” (Corbin and 

Strauss 2008, p. 10) and that the researcher´s interpretations will be affected by 

her subjectivity “as no one would claim to enter the field completely free from 

the influence of past experience and reading” (Heath and Cowley 2004, p. 143). 

To minimise subjectivity the method of constant comparisons was applied 

throughout the grounded theory approach and is described in Chapter 3.6.2. In 

the following chapter, the reason for choosing the grounded theory approach as 

well as the basic philosophical underpinnings of grounded theory will briefly be 

outlined.  

 

3.1.2 Reasons for Grounded Theory 

MD is a complex social phenomenon involving many processes and activities 

simultaneously. In order, firstly, to understand this phenomenon within growth-

oriented SMEs in Germany, and, secondly, to critically evaluate it from different 

points of view, the researcher decided to carry out intensive qualitative research 

(Sayer 1992) on MD in German SMEs through direct contact with CEOs and 

founders of such SMEs using open-ended interviews as the main data 

collection method. Since a preliminary literature review confirmed that there is a 

lack of useful theories and concepts in this specific field, the researcher had to 

develop a theory from the bottom up. Consequently, she sought to “discover 

theory from the data” (Glaser and Strauss 1967, p. 1) and therefore adopted a 

grounded theory approach.  
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Grounded theory is believed to be the most appropriate methodology for the 

following reasons: the author wanted to hear and understand from several 

experienced and very knowledgeable CEOs of growth-oriented SMEs, how they 

developed their MC in order to support their business growth. Furthermore, she 

wanted to discover which problems they had encountered and what they 

suggested to overcome these. As Kempster and Parry (2011) stated “grounded 

theory is a very suitable methodology for exploring and seeking to explain 

processual and social relationships such as leadership ... within particular 

distinct or unique contexts” (p. 12).  

 

For this research project, a positivist approach based on quantitative methods 

would have been less appropriate, since this would have been a deductive 

approach and would not have been effective in obtaining information on how 

participants view and interpret MCD. In addition, a positivist approach is not 

suitable for exploring a deep understanding of the MCD processes in growth-

oriented SMEs, or for establishing a conceptual framework which explains how 

growth-oriented SMEs develop their MC in order to support business growth. 

 

The method of grounded theory was originally developed by Glaser and Strauss 

(1967). Both came from different philosophical perspectives: “Anselm Strauss 

from the University of Chicago, which had … a strong tradition in qualitative 

research” (Strauss and Corbin 1990, p. 24) and Barney Glaser from the 

Columbia University, “influenced by Lazarsfeld, known as an innovator of 

quantitative methods” (p. 25). Since their first book “The Discovery of Grounded 

Theory” Glaser and Strauss (1967), both further developed grounded theory in 
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two separate directions. However, both support the approach of collecting data 

in the field in order to understand the phenomenon under study.  

 

Following the recommendation of Goulding (2002, p. 48), who stated that care 

should be taken in deciding which method best suited the researcher “before 

embarking on the research” (p. 48), the author firstly compared both versions of 

grounded theory based on a literature review, and decided afterwards to follow 

Strauss´s grounded theory approach.  

 

3.1.3 Rationale for choosing Strauss´s Grounded The ory Approach 

Strauss and Corbin (1990) defined grounded theory as “a qualitative research 

method  that uses a systematic  set of procedures  to develop  an inductively 

derived grounded theory about a phenomenon ” (p. 24). Glaser (1992) defined 

the grounded theory approach as “a general methodology of analysis linked 

with data collection that uses a systematically applied set of methods to 

generate an inductive theory about a substantive area” (p. 16). 

 

The author chose Strauss´s grounded theory approach over Glaser´s for 

several reasons. In this study the research area was MCD in growth-oriented 

SMEs to support business growth. The focus of the study and the phenomenon 

to be investigated were clear. The author reviewed relevant literature in order to 

identify the specific gap in literature and to enhance theoretical sensitivity 

following the stance of Strauss (1987) who stated as a ‘rule of thumb’: “If you 

know an area, have some experience, you don't tear it out of your head. You 

can use it.” (p. 84); he encouraged the use of one´s own personal and 
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professional experience and knowledge. Suddaby´s (2006) viewpoint is also 

that “grounded theory is not an excuse to ignore the literature” (p. 634), an idea 

supported by Lichtmann (2013) pointing to the fact that a literature review prior 

to a research study helps to clarify the current state of research, “what has gone 

before, and what pieces are missing” (p. 174). Corbin and Strauss (2008) 

confirmed this view and added that the background, knowledge and experience 

were helpful to “know what we are ‘seeing’ in data is significant and to be able 

to discern important connections between concepts” (p. 34) and “also enable us 

to see connections between concepts” and “provide mental capacity to respond 

to and receive the messages contained in the data – all the while keeping in 

mind that our findings are a product of data plus what the researcher brings to 

the analysis” (p. 33). Strauss and Corbin (1990) recommended defining a 

research question prior to the study and saw an important aspect of the 

research question as being “the setting of boundaries on what will be studied. It 

is impossible for any investigator to cover all aspects of a problem” (p. 37).  

 

In contrast, Glaser (2001) recommended not predetermining the phenomenon 

to be studied since this would emerge during the process of research and 

stated “we do not know what we are looking for when we start ... The research 

problem emerges, our sample emerges, … and finally the theory emerges. We 

simply cannot say prior to the collection and analysis of data what our study will 

look like” (pp. 176-177). Suddaby (2006) stated that “the real danger of prior 

knowledge … is … that it will force the researcher into testing hypotheses … 

rather than directly observing” (p. 635). To overcome this issue, he emphasised 

the importance of always being aware of the possibility of being influenced by 

pre-existing conceptualisations of the specific area.  
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A further reason for the decision of adhering to the Straussian approach was 

the detailed guidance provided by Strauss and Corbin (1990). Whereas Glaser 

put more emphasis on the concept of emergence taking the stance that theory 

should emerge (Glaser 2001), Strauss and Corbin (1990) suggested, rather, 

using the paradigm model and conditional matrix, to ask questions such as: 

What is the data referring to? What is the action/interaction all about? What are 

the intervening conditions? What are the consequences? Glaser´s (1978) 

counterargument was the threat of forcing the data into predefined categories or 

“in the wrong direction if one is too imbued with concepts from the literature” 

(p. 31).  

 

According to Suddaby (2006), “researchers must account for their positions in 

the research process … they must engage in ongoing self-reflection to ensure 

that they take personal biases, world-views and assumptions into account whilst 

collecting, interpreting and analysing data” (p. 640). Therefore the author of this 

study used the method of memo writing described in Chapter 3.6.3, as a tool for 

ongoing self-reflection and documentation of emerging ideas as well as ideas 

based on own experience. Finally, according to Goulding (2002) “the most 

common approach adopted” (p. 158) in management literature was that of 

Strauss and Corbin. Gurd (2008) who applied it in accounting research, 

reviewed 23 grounded theory studies and reported that “nearly all of the recent 

studies are built on Strauss and Corbin (1990)” (p. 129). 
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3.2 Research Design  

Glaser and Strauss (1967) prompted the researcher to use grounded theory 

methods flexibly and specifically. Corbin and Strauss (2008) stated that 

“techniques and procedures are tools, not directives. No researcher should 

become so obsessed with following a set of coding procedures that the fluid and 

dynamic nature of qualitative analysis is lost” (p. 12). Furthermore, Charmaz 

(2006) represents the view that the grounded theory methods are a set of 

guidelines, rather than a set of rigid rules. Therefore, the researcher configured 

her research process on basis of the Straussian School as shown in Figure 16. 

A preliminary literature review was performed at the beginning of this research 

project in order to identify the specific gap in research and to formulate the main 

research question. Afterwards, in Phase I , a pilot study was conducted. The 

importance of pilot studies is mentioned in a range of literature (e.g., van 

Teijlingen and Hundley 2001; Lancaster et al. 2002; Turner 2005; Nunes et al. 

2010; Kim 2011). According to van Teijlingen and Hundley (2001) pilot studies 

were “a crucial element of a good study design” (p. 1). They were a useful tool 

to reduce the risk of unexpected problems due to research instruments, data 

collection and data analysis techniques. De Vaus (2002) stated “Do not take the 

risk. Pilot test first” (p. 52). According to van Teijlingen and Hundley (2001) pilot 

studies assisted in “testing adequacy of research instruments, … assessing the 

proposed data analysis techniques to uncover potential problems, … 

developing a research plan” (p. 2). Turner (2005) mentioned a range of learning 

opportunities including “learning how to mitigate risk, … how to reduce 

uncertainty in product or process of a project … [and] learning by testing the 

efficacy of a research instrument” (p. 5).  
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Fig. 16: Overview of the research process in this study, based on Strauss (1987), Strauss and 
Corbin (1990), Corbin and Strauss (2008), Bryman and Bell (2007, p. 589), adjusted to allow for 
the particular characteristics of the author´s research  
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Beside these advantages there are also some points of criticism, such as the 

“possibility of making inaccurate predictions or assumptions on the basis of pilot 

data; [or] problems arising from contamination” (van Teijlingen and Hundley 

2001, p. 3). However, it could be argued that such data is valuable.  

 

Van Teijlingen and Hundley (2001) further emphasised that “contamination is 

less of a concern in qualitative research, where researchers often use some or 

all of their pilot data as part of the main study” (p. 4). Van Teijlingen and 

Hundley (2001) emphasised the progressive character of qualitative data 

collection and analysis explaining that “a second or subsequent interview in a 

series should be ‘better’ than the previous one as the interviewer may have 

gained insights from previous interviews which are used to improve interview 

schedules and specific questions” (p. 3). This was especially the case in this 

research project where specific research sub-questions were defined after the 

pilot interviews.  

 

In Phase II , further participants were chosen through theoretical sampling, 

determined by the analysis of the collected data and emerging conceptual 

categories as well as theory development (Glaser and Strauss 1967). Data was 

collected in semi-structured interviews and covered the widest possible range of 

issues associated with MD. A central part of the research process was the 

simultaneous analysis and collection of data. Analytic codes and categories 

from the data gathered, not from preconceived “logically deduced hypotheses” 

(Charmaz 2006, p. 4), were defined and continuously refined. In this phase, 

some tentative conceptual relationships between categories and sub-categories 

were explored and a causal contextual model was constructed which was used 
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as the basis for further research. The interview guide was adjusted. A key in this 

phase was the application of the constant comparative method – comparing 

these tentative conceptual categories and ideas with ongoing data collected. 

This process is described in Chapter 3.6.2 including an example of the coding 

process and emerging categories.  

 

In Phase III , further data was collected to refine the characteristics of the 

categories and the tentative contextual model. Collecting data in a specific 

category stopped when the researcher became confident that a category was 

saturated. The literature became a further data source to be fed into the data 

analysis in phase III once there was more clarity on theoretical directions 

(Rudestam and Newton 2007). Doing this at a later stage would have involved 

the risk of possibly reinventing the wheel. Corbin and Strauss (2008) see 

integration as the final step of analysis for researchers whose research aim is 

theory building. Theory building in this study is meant as substantive theory 

which “evolves from the study of a phenomenon situated in one particular 

situational context” (Strauss and Corbin 1990, p. 174) and “might be taken to 

apply only to that specific area” (Glaser and Strauss 1967, p. 79) in contrast to 

formal theory, which “emerges from a study of a phenomenon examined under 

many different types of situations” (Strauss and Corbin 1990, p. 174).  

 

Phase IV  of the research process involved the writing of the thesis. Although, it 

may look like a linear process, in reality it was an iterative approach with 

constant movement forward and backward which took place over a period of 

almost three years.  
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3.3 Key Informant Approach 

According to Marshall (1996, p. 92) key informants are in a position to provide 

deeper insights into processes and a higher volume of information about their 

environment based on their personal skills or status within a society. Where 

appropriate, key informants also provide reliable information in the absence of 

in-depth-information from representative survey respondents. In contrast to 

respondents whose inputs are restricted to a description of “personal feelings, 

opinions, and behaviours” (Seidler 1974, p. 816), informants give “reports about 

behaviour, after summarizing either observed (actual) or expected (prescribed) 

organisation relations” (Seidler 1974, p. 817). Campbell (1955) emphasised that 

informants “are selected not for their representativeness but rather on the bases 

of informedness and ability to communicate with the social scientist” (p. 339), 

and because they are assumed to be well informed and therefore supposedly 

possess solid knowledge about the issues being researched. 

 

Tremblay (1957, p. 14) delineated the following characteristics of an “ideal” key 

informant: 

- Role in community:  Due to the formal role of the informant he or she is 

exposed continuously to the kind of information being sought.  

- Knowledge:  It is assumed that having direct access to the information 

desired, the informant absorbs the information meaningfully.  

- Willingness:  The willingness to communicate her or his knowledge to the 

interviewer, and to co-operate with him as fully as possible.  

- Communicability: The informant´s ability to communicate his knowledge in 

an intelligible manner to the interviewer.  
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- Impartiality:  Ideally, personal bias should be at a minimum, and existing 

biases should be known to the interviewer for the purpose of taking it into 

account. 

 

According to Tremblay (1957) only the criterion “role in community” (p. 15) can 

be determined in advance whilst Marshall (1996) added that the application of 

the other four criteria should serve “to ensure that only the most productive 

informants are interviewed” (p. 92). 

 

Marshall (1996) highlighted the quality of data obtained within a relatively short 

period of time as the principal advantage of the key informant study, whereas 

he saw the potential weaknesses as, firstly, informants´ views being 

unrepresentative and lacking insight of the majority view held by members of 

the community, and, secondly, the difference in the “status between informant 

and researcher” (p. 93) possibly leading to uncomfortable interaction.  

 

There are several studies in academic literature supporting the use of a small 

sample by building on a key informant approach, for example: Simons´s (1994) 

research on top managers´ control systems as levers of strategic renewal, using 

10 newly appointed top managers as key informants; Quinn´s (2009) 

examination about the implementation of market segmentation by using a 

key-informant interviewing method in 10 case-organisations; the investigation 

by Busby et al. (2011) of risk transformations within companies by using a 

series of key informant interviews to categorise the nature of the interpretations 

by a variety of actors; Ellis and Bastin (2011) used a key informant approach to 
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understand the way corporations ´talk about` how corporate social responsibility 

has changed during the recession. 

 

In this study the researcher decided on selecting CEOs with more than five 

years of service in the respective company as key informants for the following 

reasons: having started the business they enjoy a particular status in the 

company; having experienced business growth they knew pretty much 

everything that had occurred in the life-time of the company including the 

development of MC; having the knowledge and overview of the company´s 

MCD processes and related potential difficulties as well as solutions to 

overcome the latter, they were more willing and better able to communicate with 

the researcher than any other potential informants within the company. Having 

a high degree of impartiality, Tremblay´s (1957) fifth criteria was demonstrated 

by statements of respondents after the conduction of the interview such as 

“I never thought in such detail and context on all these issues before” (CEO02 

after the interview). In searching for proof of impartiality the researcher asked 

different questions about MCD during growth and also prompted the 

respondents to reflect on what had happened and to give recommendations of 

what ideally should have happened in order to get a broad view about their 

experience and knowledge. 

 

3.4 Theoretical Sampling and Saturation 

Since grounded theory has to start at some point, in phase I key informants 

were selected by purposeful sampling from the author’s network of experienced 

entrepreneurs within SMEs. The researcher selected two medium-sized 
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companies and one small company for the pilot study. All further informants 

were selected by theoretical sampling from the following sources: the list of the 

TOP100 best employers of SMEs (Bruch 2011) within Germany, the annual 

Europe´s 500 listing (Tindemans 2010) of high growth, job-creating mid-sized 

companies as well as the author´s network. Theoretical sampling is “sampling 

on the basis of concepts that have proven theoretical relevance to the evolving 

theory” (Strauss and Corbin 1990, p. 176), or in other words: “a method of data 

collection based on concepts/themes derived from data. The purpose of 

theoretical sampling is to collect data from places, people, and events that will 

maximize opportunities to develop concepts in terms of their properties and 

dimensions, uncover variations, and identify relationships between concepts” 

(Corbin and Strauss 2008, p. 143). Theoretical sampling was applied according 

to Strauss and Corbin (1990): firstly, sampling in open coding, secondly, 

sampling in axial coding and thirdly, sampling in selective coding as defined in 

Chapter 3.6.2.  

 

As codes and concepts emerged and were identified by the researcher, and as 

the development of the theory started, subsequent participants and companies 

were selected in order to develop the categories and concepts further. 

Following the recommendation of Corbin and Strauss (2008) to use the 

flexibility of theoretical sampling and “to go where analysis indicates would be 

the most fruitful place to collect more data that will answer the questions that 

arise during analysis” (p. 145), in the phase of sampling in open coding , the 

researcher decided to interview a CEO of another medium-sized company next 

(CEO04), since there were more managers and, therefore, probably more 

extensive experience in developing MC than in a company with only 15 
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employees. In the next step the evolving categories and concepts were 

compared with the view of a CEO of another small company employing 

50 employees (CEO05). Simultaneous collection and analysis of data was 

important to identify the questions to be asked in the following interview 

depending on the analysis of the previously collected data and also to select the 

participants who could contribute to the further development of categories, 

concepts and evolving theory. The method of constant comparison, an ongoing 

task during data collection and data analysis which is described in 

Chapter 3.6.2, was also essential for this whole process.  

 

Taking into account the criteria ‘variation’ of Corbin and Strauss (2008, p. 306) 

who suggested to use “cases that don´t fit the pattern” the researcher decided 

to interview a CEO of a company with more than 500 employees (CEO06) next 

under the precondition that the founder and CEO was still in the company, could 

report about his experiences as SME and that the balance sheet total was less 

than the figures set by the SME definition. This resulted in gaining valuable 

insights into the process of MCD as he could report on his experiences during 

growth and how he had built and developed MC in order to support its business 

growth. After three further medium-sized companies were sampled in axial 

coding (interview number 07-09), the author selected another CEO of a large 

company (CEO10) in order to compare the emerging categories and their 

dimensions, and possible relationships to other concepts under different 

conditions, and to find variation. The last four participants (CEO11-14) were 

sampled theoretically through selective coding with the focus on issues that 

were “central to the emerging theory” (Goulding 2002, p. 68) and to “fill in any 

categories that need[ed] further development” (Strauss and Corbin 1990, 
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p. 187). This was important in order to explore themes in more depth and to 

reach the level of saturation  (Corbin and Strauss 2008). Typical signals of 

saturation were for instance that information was being repeated and existing 

conceptual categories confirmed. As indicated by Corbin and Strauss (2008) 

“total saturation (complete development) is probably never achieved” (p. 149), 

but the researcher can say that sufficient sampling has occurred, at least for the 

purpose of this study when the “researcher determines that a category offers 

considerable depth and breadth of understanding about a phenomenon, and 

relationships to other categories have been made clear” (p. 149). Figure 17 

gives an overview of all participants. 

 

Fig. 17: List of interview participants  
*   Number of employees and annual turnover in the year of the interview. 
** CEOs and founders of the large companies reported about their experiences as SME. 
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There were 14 interviews in total; thereof four with interviewees of small 

companies (Interview number 03, 05, 13, 14), seven with interviewees of 

medium-sized companies (Interview number 01, 02, 04, 07, 08, 09, 11) and 

three with interviewees of large companies who could report about their 

experiences with MCD during growth as SME (Interview number 06, 10, 12). As 

stated by Corbin and Strauss (2008) the companies to be included in the study 

could not be planned before-hand. The specific sampling decisions evolved 

during the research process. 

 

3.5 Data Collection  

3.5.1 Access to the Data 

In order to initiate contact with the CEOs of the above-mentioned companies, 

the author sent a short introductory letter (see Appendix 6) containing the 

purpose of the study and the reason for having been selected directly to the 

CEO of each company via email. The email included two attached files: the 

research participants´ information sheet (see Appendix 7) and brief information 

about the author (see Appendix 8). All participants were informed about the 

research project, the purpose of the study, why they had been chosen, that the 

interview data would be treated anonymously and confidentially, that they could 

withdraw their data until a certain point in time and had received written 

consent. This process and other ethical considerations are further described in 

Chapter 3.8.  

 

It is worthwhile mentioning the follow-up approach used to contact the 

participants after the introduction letter. The author´s initial approach to contact 
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the respective CEO via the secretary failed; therefore, the author subsequently 

changed her approach and checked the homepage for any published email-

address which enabled the researcher to combine the structure of the 

respective email-address with the details of the CEO, for instance, 

firstname.lastname@company.de. In most cases the email went through at the 

first attempt. The responses were received within one or two days. Only three of 

the 17 requested interviewees declined to participate due to lack of time. In 

addition to the three pilot interviews, the researcher conducted 11 further open 

in-depth interviews with highly knowledgeable founders and CEOs, and, in two 

cases, senior marketing managers selected by the CEO who were very 

knowledgeable about MCD of the company. All of the firms are located in 

Germany. Only one participant wanted to conduct the interview by telephone 

due to his extremely busy schedule. All other participants agreed to a personal 

interview. The researcher travelled to 12 of the 14 companies to conduct the 

interviews in person, and met one of them in a restaurant. All respondents 

agreed to be available for some follow-up questions, if uncertainties remained 

unresolved at a later stage. 

 

3.5.2 Conduction of Interviews in Phase I 

Data collection started with the first of three pilot interviews, namely with 

CEO01, in an open-ended, unstructured interview, which was also used in the 

next two interviews. The duration of the first three interviews ranged from 34 

minutes to 1 hour 27 minutes. All interviews were conducted by the researcher 

after obtaining prior written consent (see Chapter 3.8). The general nature and 

purpose of the study, the procedures pursued in the research project including 
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information about confidentiality and the right to withdraw from the study at any 

time were explained to the interviewees by the researcher. The written consent 

form was signed spontaneously. The interviews were tape-recorded and 

transcribed. An interview protocol based on Miles and Huberman´s (1994, 

p. 53) contact summary sheet was filled in after each interview, thus providing 

an overview with contact details and, importantly, reflections on the positive and 

negative experiences of each interview including recommendations for 

improving the following interview especially relating to the substance thereof. 

Transcription of the first three interviews was performed by the author herself, in 

order to gain experience and to reflect on and improve her own interview style. 

The fact that six to eight hours transcription time was required per interview lead 

to the decision to outsource the interview transcription of all further interviews.  

 

The format of the unstructured interviews turned out to be difficult since the 

CEOs reported on diverse topics, unfortunately not necessarily related to MCD. 

For instance, the researcher started the interview with “Please tell me how 

everything started”. CEO01 reported at great length about the background, their 

business growth and former problems, and so forth. On reflection of these first 

three interviews the researcher decided to effect changes for future interviews. 

Therefore, the critical analysis of these first three interviews helped to improve 

the later ones considerably. 

 

The main contribution of the first three interviews was, firstly, greater contextual 

sensitivity. Secondly, they served as impetus for the definition of research sub-

questions thus assisting in the design of semi-structured rather than 

unstructured interviews. Finally, they provided improved experience in the 
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grounded theory method including interviewing techniques, data collection and 

analysis, trying out different methods of data analysis tools such as manual 

coding with little cards, coding by using MS-Excel and coding with the 

qualitative data analysis software ATLAS.ti. The latter was selected in order to 

increase methodological rigour and transparency of the whole data analysis 

process. 

 

A further conclusion was that, ideally, the interviewee should be the founder, or 

if not, should have a minimum of five years of experience in his or her current 

position and be able to explain MD as applied in the company in detail. This 

was essential in order to gain new ideas and maximum insights about the 

investigated matters. 

 

3.5.3 The Conducting of Interviews in Phase II and III 

The subsequent interviews with key informants were guided by the main 

research question and the research sub-questions as well as by the emerging 

categories and themes. Semi-structured, open-ended and detailed interviews 

were used as the method for data gathering. 

 

Each interview was carefully prepared and conducted. Since the researcher 

was the primary instrument for this qualitative study, significant focus was 

placed on the careful preparation of each interview. All information given by an 

interviewee was regarded as potentially valuable. Therefore much emphasis 

was put on listening carefully and following their lead. As recommended by 

Kvale and Brinkmann (2009), the researcher opted to pose brief and simple 
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questions and to avoid leading questions. Immediately after each interview the 

researcher filled in the interview protocol (example Appendix 11) in order to 

capture the major issues and ideas that could contribute to the next interview. 

All interviews were recorded and transcribed immediately after each interview. 

Interviews lasted an average of 54 minutes. As mentioned before, the 

transcriptions of interview 4 to 14 were outsourced. All interviewees received a 

copy of their interview transcription by email for feedback, and to provide them 

with an opportunity to make any corrections, if necessary. The interview 

partners were mostly satisfied with the interviews and small changes were 

required in only one case. However, one unexpected outcome was that some of 

them were surprised about their sentence construction - although the 

researcher informed them that spoken text is different from written text. An 

indication of openness was reflected by comments such as: “Thank you for this 

interview … it was fun and helps to reflect...” (A07:325) or comments such as 

“I never thought in such detail and context on all these issues before” (CEO02 

after the interview). These comments from CEOs helped to increase the validity 

of the study. 

 

A set of prepared open-ended questions served as memory in order to avoid 

not addressing major issues. However, additional questions were used, 

following their train of thought and to encourage their reporting about personal 

experiences. If issues remained unclear, the researcher asked for clarification in 

order to ensure understanding of the respondent’s world. Figure 18 illustrates 

corresponding interview questions to each research sub-question based on 

recommendations of Helfferich (2009). This table served as a guideline; and, as 

mentioned before, additional questions were asked. This guideline was adjusted 
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for each interview with regard to the categories that had not yet been saturated 

and where more information was needed. 

 

 

Fig. 18: Excerpt of interview questions 
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The version of the guideline which the researcher used for the interview was 

printed in landscape format with large font across four pages, so that it was 

possible to read it from a distance. This provided a clear overview and sufficient 

space for notes. The chronological order was adhered to in each interview. This 

was adjusted to each situation depending on the categories that had to be 

further examined and also specifically to the respondent. The advantage was 

that it offered great flexibility and, depending on the dynamics of the interview, it 

could be adjusted. Furthermore, the guideline helped to check presuppositions 

and relationships and categories already mentioned by other respondents. If 

participants brought up other topics that were important to the research, the 

author pursued these topics. The latter manifested itself as a set of questions 

since respondents had other information. Additionally, as recommended by 

Rudestam and Newton (2007), the researcher used a diary to record her 

impressions during the interviews, the specific reactions of respondents and 

other significant events that occurred. 

 

In later interviews, the researcher narrowed down the range of interview topics 

to more specific questions relating to categories that had not been saturated up 

to that point. The researcher holds that it was important to explore themes in 

more depth and to reach the level of saturation. The researcher felt confident 

that saturation was reached when she recognised a repetition of information 

and when similar incidences re-occurred in the categories, as described by 

Corbin and Strauss (2008). As this was an ongoing process, saturation was 

reached at different times in the respective categories. Therefore it was not 

possible to estimate the duration of the data collection phase from the outset. At 

the end of interview 4 to 14, the researcher showed Greiner´s (1972) model to 
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each interviewee and asked for their respective opinions and experiences 

regarding different phases and stages of development and transitions during 

their business growth. Furthermore, the researcher asked them about their 

present stage in order to assess the particular stage that each participant´s 

company was in. The interviewees were also asked if they had experienced 

additional phases of crisis or development not mentioned in the Greiner model, 

or if others did not occur. Some interesting and insightful additional crises were 

consequently described. Their reactions and comments to the model are 

described in Chapter 4.4.2.  

 

3.5.4 Secondary Data 

According to Goulding (2002) “Grounded theory allows for a much wider range 

of data, including company reports, secondary data and even statistics 

providing the information has relevance and to fit to the study” (44). In addition 

to the interviews, information was also gathered from secondary data sourced 

from the firms` reports, financial reports, press releases and webpages, as well 

as their age, size and growth rate, all of which delivered potential indicators of 

life-cycle stages. Financial figures, however, were difficult to find, because 

SMEs are not obliged to publish in the way large organisations have to in order 

to comply with regulations.  

 

3.6 Data Analysis 

The method of analysis was also informed by grounded theory (Strauss and 

Corbin 1990, 1998; Corbin and Strauss 2008). Data analysis commenced 

immediately after the transcription of the first interview. In accordance with the 
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stance of Strauss and Corbin (1998), which agrees to the use of prior theory 

and personal experience in order to gain insight into the data, data analysis was 

guided by the research sub-questions and the emerging categories and themes 

that were relevant to MCD in growth-oriented SMEs in order to support 

business growth. 

 

3.6.1 Using Qualitative Data Analysis Software ATLA S.ti 

After a comparison of different data analysis instruments (coding manually by 

using little cards, coding with MS-Excel and coding with the qualitative data 

analysis software ATLAS.ti) the researcher decided to use ATLAS.ti as the main 

tool for data analysis. In the first step, the author used manual coding, 

highlighting with different colours emerging key words, writing each code in the 

right column beside the text and using little cards for each code. In a next step 

she used MS-Excel to create an overview of the major codes and categories 

that emerged. Due to the huge size of the table (see Figure 19) only an extract 

is included in Appendix 12.  

 

Fig. 19: Photo of MS-Excel table with interview data  



83 
 

Since MS-Excel is not suited to linking quotations to the whole interview and 

since the process of merging and re-arranging codes is cumbersome, the 

author decided at an early stage to stop updating this table and to continue 

conducting data analysis using ATLAS.ti, an instrument which was well-suited 

to organise and analyse the huge amount of data. This tool had the added 

advantage of increased transparency over the whole research process. An 

important aspect to enhance rigour of the research, especially to meet the 

criterion of dependability (Chapter 3.7). Without ATLAS.ti it would have been 

difficult to process all data. 

 

Despite using ATLAS.ti, it was important and helpful to have hard-copy printouts 

of all codes with the respective text segments of the interviews, and to review 

them in the printed version. These copies enabled working with coloured 

crayons and highlighters to explore data from another perspective or in other 

ways which contributed to the recognition and discovery of further emerging 

categories and concepts. 

 

3.6.2 Coding Process and Constant Comparison 

In accordance with Strauss and Corbin (1990) and Corbin and Strauss (2008) 

the coding process in this study involved three types of coding: Open, axial and 

selective coding. The first step of the coding process, open coding, which 

means analysing, labelling and categorising the raw data (Collis and Hussey 

2009, p. 179), is “the process of breaking down, examining, comparing, 

conceptualizing, and categorizing data” (Strauss and Corbin 1990, p. 61). The 
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researcher read the interview several times until she became familiarised with 

the data.  

 

The method of constant comparisons  was applied continuously and is 

defined as “the analytic process of comparing different pieces of data for 

similarities and differences” (Corbin and Strauss 2008, p. 65). As a result, some 

codes were merged and others relabelled also in addition to new codes being 

defined if the quotation did not fit the existing codes. The same was true for the 

emerging categories. They were also compared and refined step-by-step until 

all data of the interviews was processed and no new category emerged. 

Through comparisons further interview questions were also suggested based 

on evolving theoretical analysis. In the further stage of analysis, the axial 

coding , the raw data was newly re-grouped at a higher level of abstraction. 

“Axial coding specifies the properties and dimensions of a category … and 

answers questions such as when, where, why, who, how and with what 

consequences” (Charmaz 2006, p. 60). Strauss and Corbin (1990) defined it as 

“a set of procedures whereby data are put back together in new ways after open 

coding, by making connections between categories. This is done by utilising a 

coding paradigm involving conditions, context, action/interactional strategies 

and consequences” (p. 96). The researcher applied the paradigm model as 

recommended by Strauss and Corbin (1990) including “causal conditions, 

phenomenon, context, intervening conditions, action/interactional strategies and 

consequences” (p. 99) in order to increase the understanding of relationships, 

conditions and how the participating CEOs of growth-oriented SMEs develop 

their MC in order to support their growth strategy. The emergent paradigm 

model served as basis for focused theoretical sampling in order to identify 
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further relationships, categories or properties of categories and will be 

presented in Chapter 5.1.4. The method of constant comparison also helped to 

generate properties of categories. 

 

Selective coding , the third step, is defined as “process of selecting the core 

category, systematically relating it to other categories, validating those 

relationships, and filling in categories that need further refinement and 

development” (Strauss and Corbin 1990, p. 116). Collis and Hussey (2009) 

stated that instead of using the raw data as the basis for codes, the identified 

core category is used as the basis for the choice of codes. These selectively 

chosen codes allow the specification of the characteristics of the core category 

and ignore the less relevant raw data (Collis and Hussey 2009). The categories 

were furthermore assessed based on their contribution to answer the research 

question of how growth-oriented SMEs develop their MC in order to support 

their business strategy.  

 

In the following section some examples of the coding process will be described 

in more detail. In the beginning the codes were close to the text, also called 

in-vivo codes, using terms or descriptions by participants. Such an initial code 

was, for instance, “gut feeling” as illustrated in Figure 20: 

 

Raw data (Quote) Initial code 

A04: “… to be honest, it is similar to the staff 
recruitment process.  Each year we work through 
about 3,000 applications. In the end, out of all the 
systems the one that is still the most reliable is the 
one in your gut  where you say, this works, this 
doesn't.” (A04:52) 
 

Fig. 20: Example of coding – initial code 

 

gut feeling 
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Through comparison of different interviews it was then possible to define higher 

level codes. For example “gut feeling” occurred in several interviews in the 

context of staff selection; therefore this code was then renamed into 

staffing_gut feeling as illustrated in Figure 21. 

 

At a later stage of analysis the researcher recognised that gut feeling is, beside 

other criteria, an essential part of their MCD strategy. Another pattern that 

occurred was selecting managers either from in- or outside the company, which 

was then coded as managers from within company and managers from outside 

company in a first step. Later on, these initial two codes were merged into the 

code staffing_internal_external, finally becoming S_MCD_04_Identifying and 

Selecting Managers.  

 
Raw data (Quote)  Initial code  Later code 

A04: “… to be honest, it is similar to the staff 
recruitment process. Each year we work through 
about 3,000 applications. In the end, out of all the 
systems the one that is still the most reliable is the 
one in your gut  where you say, this works, this 
doesn't.” (A04:52) 
 

A03: “…Typically for a new company, we did 
everything on gut feeling . And then we’re simply 
asked in the context of such a quality management 
process: “How do you deal with staff development?”, 
“How do you decide who, when, and in what way 
people are trained?”, “What are your criteria when 
choosing staff?”, “What’s the process for identifying 
what qualifications a new employee must have if you 
need to employ someone new?”, “What do you then 
do to find someone?” So that means that in these 
areas, too, one is forced to do things that one has 
always done ... to do them systematically. And as a 
result of that …we now have a training matrix with 
respect to staff development.” (A03:82) 
 

A13: “…gut feeling  is practically the basis for 
decision-making, for deciding to make someone an 
offer. …. Afterwards, once gut feeling has led to a 
decision, so to speak, or triggered the decision-
making process, skills, of course, come into play.” 
(A13:63) 
 

Fig. 21: Example of coding – later code 

gut feeling 

Staffing_ 
gut feeling 

gut feeling 

gut feeling 
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A further example for patterns that occurred during the progress of analysis was 

the manner of identifying potential managers. A range of ways of identifying 

future managers occurred, for instance, by giving existing personnel new tasks, 

and by observing how they manage this. CEO05 for instance reported: 

Raw data (Quote)  Initial code  Modified code 

A05: “…But one notices it at that moment when one 
allocates persons tasks that are not part of 
everyday business, tasks that require a certain 
creativity and ability to improvise ; this is where the 
wheat is separated from the chaff – very, very quickly. 
And in this regard I’ve had a number of 
disappointments, because I overestimated people in 
this regard…” (A05:82) 
 
Fig. 22: Example of coding – modified code 

 

Since there were several participants who reported about the importance of 

identifying their future managers and the related process, the initial codes 

deemed similar to the text were initially merged into identification of managers 

(see Figure 22) since this expanded code could be applied to other interviews 

as well. Figure 23 illustrates an example of the development of codes and 

categories and their refinement.  

 

Initial code in      Modified codes   Category  Con cept 
open coding    
 
 

 

 

 

 

 

 

 

Fig. 23: Intermediate stages of development, refinement of codes, categories and concepts 

Gut feeling Staffing_ gut 
feeling 

 
Strategy for 

MCD 

Staffing_ 
internal_ 
external 

Managers from within 
company internal 

Managers from 
outside company 

Personnel consultant 

Giving new tasks 

Through observation 

Fit with team and task 
Identification 
of managers 

Giving New 
Tasks 

Identification 
of Managers 

Recruitment 
Strategy 
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Another part of the coding process was to look for “patterns of action and 

consistencies in these repetitive patterns” (Saldana 2009, p. 5). Therefore 

simultaneous coding, which means the same quote being allocated different 

codes simultaneously, was an appropriate way to discover some first initial 

patterns. For instance the two measures to counteract the consequences of 

growth were GM_overtime and GM_additional locations, both as an embedded 

or interconnected part of the larger passage coded with GC_shortage of 

personnel, illustrated in the example in Figure 24 where CEO10 reported about 

the challenge to find qualified personnel, managers as well as employees. 

 
Raw data (Quote)   Codes 

A10: “…. Really qualified personnel not only at the executive 
level, but also on the agent level (is difficult to find). In the last 
few months we have done so much overtime in the past 3, 4, 5 
months and now we have two big projects. If we win those, then 
we’ll definitely have a problem. And, in order to unburden the 
entire topic a bit, at the moment we are busy, or we are hoping 
to have established a third location by 1st February or at the 
latest by 1st March. Simply to remove the pressure from the 
company. So everything is not positive, but I will say that 
somehow we are dealing with it. This positive becomes 
negative, when the people notice that they simply can’t keep 
up. If the order volume is so great, and one works and works 
and works and works, but one somehow doesn´t seem to really 
lessen the load. That really is a difficult situation. I also believe 
that we have not yet had it in such a brutal manner.” (A10:26) 
 
Fig. 24: Example of coding where two codes are part of a larger coded text passage 

 

According to Hatch (2002) a pattern can be characterised by “similarity (things 

happen the same way), difference (they happen in predictably different ways), 

frequency (they happen often or seldom), sequence (they happen in a certain 

order), correspondence (they happen in relation to other activities or events), 

and causation (one appears to cause another)” (p. 155). 

 

GC-Shortage of 
personnel 
 

GM_Overtime 
 

GM_additional 
locations 
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The code labels and also the code numbers changed and evolved during data 

analysis. The codes and categories became more refined. Saldana (2009) 

stated that coding is a cyclical act, some of the “first cycle codes may be later 

subsumed by other codes, relabelled, or dropped all together” and “toward 

second cycle coding, there may be some rearrangement and reclassification of 

coded data into different and even new categories” (p. 10). The “second cycle 

(and possibly the third and fourth, and so on) of recoding further manages, 

filters, highlights, and focuses the salient features of the qualitative data record 

for generating categories, themes, and concepts, grasping meaning, and/or 

building theory” (Saldana 2009, p.8). 

 

Developing a coding scheme was an evolving and ongoing process. According 

to Saldana (2009) “the final number of major themes or concepts should be held 

to a minimum to keep the analysis coherent, but there is no standardised or 

magic number to achieve” (p. 21). Lichtman (2013) confirmed that there are no 

definitive rules for the number of codes and concepts, however, she stated “as 

a rule of thumb, that five to seven concepts should be the maximum number” 

(p. 254). Creswell (2009) reported that they often see 4-5 major themes. The 

number of codes, categories and major concepts in this study developed as 

shown in Figure 25: 

 

 

Fig. 25: Overview of changing numbers of codes, categories and major concepts 
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In Figure 26 a code manager screenshot excerpt from ATLAS.ti is presented. 

The numbers in the column “grounded” indicate how many text segments have 

been assigned to the specific codes at this stage. A double click on any code 

brings up the context menu and shows the text segment in the specific 

interview. This enables easy switching between and comparison of different text 

segments.  

 

 
Fig. 26: A Code Manager screenshot excerpt from ATLAS.ti 

 

In order to get an overview in which areas data was lacking, the researcher 

drew up a systematic overview of all codes and categories related to each 

research question, illustrating all current categories and their importance to 

each research sub-question. An intermediate stage of this table is included in 

Appendix 13. Based on this overview and the specific memos to each category 

she could identify complementary data which led to the refinement of codes and 

categories. 
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3.6.3 Memo Writing  

Writing memos was a core activity throughout the grounded theory research 

process in order to record the researcher´s ideas about the data as they 

occurred. Corbin and Strauss (2008) defined memos as “written records of 

analysis” (p. 117) and stated that “it is not the form of memos that is important, 

but the actual doing of them” (p. 118) and that each analyst develops his or her 

own style for capturing memos and diagrams. Memos were written after each 

interview, and as ideas emerged or occurred. An example of a memo is 

provided in Appendix 14. These memos acted as a log file that helped to keep 

track, to sort ideas and to document thoughts, concerns and next steps that had 

to be taken. The researcher differentiated between method memos on 

methodological choices, and research memos which describe the research 

process and provide a track record of the analysis. These memos were later 

used for the formulation and revision of the emerging theory. 

 

3.6.4 Theory Building  

Theory building in this study is meant as substantive theory evolving from the 

study of a phenomenon found in “one particular situational context” (Strauss 

and Corbin 1990, p. 174) and could be assumed “to apply only to this specific 

area” (Glaser and Strauss 1967, p. 79). In contrast, formal theory emerges from 

an investigation of a phenomenon which is examined under various types of 

situations (Strauss and Corbin 1990). Corbin and Strauss (2008) regard 

developing theory as a complex activity: “The cohesiveness of the theory occurs 

through the use of an overarching explanatory concept, one that stands above 

the rest… and taken together with the other concepts, explains the what, how, 
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when, where, and why of something” (p. 55). They further stated that “theorizing 

is interpretive and entails not only condensing raw data into concepts but also 

arranging the concepts into a logical, systematic explanatory scheme” (p. 56). 

Charmaz (2006) used a metaphor for theory building and held that “Grounded 

theory coding generates the bones of your analysis. Theoretical integration will 

assemble these bones into a working skeleton” (p. 45). She saw coding as 

“pivotal link between collecting data and developing an emergent theory to 

explain these data” (p. 46) and emphasised that the researcher defines through 

coding what is happening in the data and “begins to grapple with what it means” 

(p. 46). The emerging categories and concepts on which the theory was built in 

this study are presented in detail in Chapter 4. 

 

3.7 Rigour in Grounded Theory 

Diverse criteria exist within the research community for assessing the quality of 

research. Following the qualitative research approach selected for this study the 

author decided to use the qualitative criteria of credibility, transferability, 

dependability and confirmability as suggested by Lincoln and Guba (1985) and 

Krefting (1991) who compared these criteria using the research approach as 

illustrated in Figure 27. 

 

Fig. 27: Comparison of criteria by research approach (Krefting 1991, p. 217) 
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Despite the fact that the criteria of Corbin and Strauss (2008), namely fit, 

applicability, concepts, contextualisation of concepts, logic, depth, variation, 

creativity, sensitivity and evidence of memos, were not only considered 

extensively during the whole research process, but were by and large complied 

with, and were described in the respective chapters of this study. The author, 

nevertheless, decided to elaborate on these four quality criteria for evaluating 

the rigour of this qualitative study in general, because, in her view, it would be 

highly subjective to evaluate, for instance, whether the findings are presented in 

a creative and innovative manner, or whether in terms of the criteria logic the 

findings “make sense”. 

 

According to Collis and Hussey (2009) credibility  relates to “whether the 

research was conducted in such a manner that the subject of the enquiry was 

correctly identified and described” (p. 182). In this research project credibility 

was established through an investigation of a range of companies from different 

branches and sizes with different viewpoints and perspectives, and interviewing 

CEOs, founders and senior managers who were very knowledgeable about the 

phenomenon. In addition, each interview was tape-recorded, transcribed and 

the researcher shared the transcript with the respondents, to ensure, that they 

were aware of the parameters within which they were responding. According to 

Corbin and Strauss (2008) there are several ways of validating the theoretical 

scheme, for instance, going back and comparing it against raw data or by telling 

the story to participants and asking them to comment on how well it seems to fit 

their case, since participants “should be able to recognize themselves in the 

story that is being told” (p. 113). The process was further enhanced by sharing 

preliminary theoretical considerations and interpretations with key respondents 



94 
 

to ensure that the researcher correctly understood their world and that her 

findings and impressions were congruent with their views (respondent 

validation). In addition, the researcher´s expertise in the field of growth-oriented 

SMEs due to her professional background helped to validate the answers of the 

participants and was also beneficial for the process of moderating the 

interviews. Participants were surprisingly honest; they admitted mistakes and 

provided suggestions of what they would do differently today, which indicated 

that they did not give socially desirable responses to the interview questions 

(respondent desirability). 

 

Transferability , also referred to as fittingness, relates to the fact that conducted 

research is meaningful and useful to other parties confronted with similar 

situations. Whilst some argue that generalisations based on particular 

observations cannot be made, Collis and Hussey (2009) emphasised that 

although there is no large sample as in a positivist study, “interpretivists may be 

able to generalise their findings from one setting to a similar setting” (p. 65). 

Hence, it is essential to obtain a comprehensive and deep understanding of the 

research context. The findings in this study may not be transferable to all SMEs, 

but, arguably, may be to certain growth-oriented SMEs in a similar contextual 

situation. This point is also supported by Corbin and Strauss (2008) when they 

stated that “the primary purpose of doing qualitative research is discovery, not 

hypothesis testing” (p. 317) and that “generalization is not the purpose of 

qualitative research. The idea behind [it] … is to gain understanding about some 

phenomenon” (p. 319). 
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Dependability  “focuses on whether the research processes are systematic, 

rigorous and well documented” (Collis and Hussey 2009, p. 182). To meet the 

requirements of dependability each research step was recorded in writing. All 

interviews were tape-recorded and transcribed. The data analysis was 

performed by using the qualitative data analysis software ATLAS.ti. This 

software allows the illustration of the whole coding process since every stage is 

stored in a separate file. First-cycle, second-cycle and third-cycle coding can 

each be traced accurately. Documentation and transparency of the coding and 

analysis process and fulfilment of the requirements of criteria dependability are 

therefore ensured. As stated by Saunders et al. (2009, p. 514) using the 

qualitative data analysis software ATLAS.ti increases both transparency and 

methodological rigour. 

 

Confirmability  relates to “whether the research process has been described 

fully and it is possible to assess whether the findings flow from the data” (Collis 

and Hussey 2009, p. 182). Krefting (1991) stated that the audit strategy is the 

“major technique for establishing confirmabiIity” (p. 221). In essence this 

strategy entails bringing in an external auditor who attempts to follow through 

the natural history or progression of events in a project in order to try to 

understand how and why decisions were made. Furthermore, auditability 

implies that an external researcher could arrive at similar conclusions based on 

the same data and research environment. The researcher used the possibility to 

discuss emerging codes, categories and concepts with her supervisor which 

provided an opportunity to clarify emergent ideas and also helped to reflect on 

the internal thinking processes of the researcher. For the purpose of cross-

checking of coding, one interview was also coded by the supervisor in order to 
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compare his findings with the author´s findings. The result was similar, with no 

significant differences. 

 

3.8 Ethical Considerations 

Data collection required that the researcher took into account a wide range of 

ethical considerations. Every potential research participant was informed in 

advance about the purpose of the study as well as the whole data collection 

process. They received the “Research Participants´ Information Sheet” 

(Appendix 7), which included information about the purpose of the study, the 

reason why they had been selected and an explanation of what participation in 

the study would involve. All respondents obtained informed consent. A template 

of the informed consent form is enclosed in Appendix 10. The respondents were 

asked to sign this form after the interview. They received a copy and one copy 

was kept by the researcher herself. Furthermore, she confirmed to them that 

they could leave the project at any time, with or without their data. In case of 

wanting to leave the project, they merely had to inform the researcher by 

sending an email to her or by calling her via the phone. Her contact details were 

included in the consent form. The respondents were informed that they could 

request that their data be removed from the project record. No participant used 

the right to withdraw the data. Moreover, the researcher asked the participants´ 

permission to audio tape the interviews to avoid missing important information 

whilst taking notes. The interviews were transcribed immediately after each 

interview. The final copies of the transcripts were shared with the respondents 

in order to ensure respondent validation.  
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The researcher offered anonymity and confidentiality to all participants in the 

research. In order to preserve confidentiality and the anonymity of the research 

participants, the names or other identifiers of the research participants were 

removed in the transcripts and replaced by identification numbers. The same 

identification numbers were used as file name of the audio record files. A 

separate list includes the names of the research participants and their 

respective identification numbers. This list is physically separated from the 

audio records and the transcripts and stored in a different place under lock and 

key. All respondents were informed that parts of the transcript may be used in 

the thesis and for publication. However, she confirmed to them that no research 

participant would be named in any transcripts, publications, or oral or written 

reports.  

 

After conclusion of the project, the research data including the audio records is 

to be stored for a period of 10 years. Thereafter, all research data including the 

audio records will be deleted on the computer hard drive and on any backup 

devices. All hard copies will be shredded.  

 

In order to avoid any bias related to language, the researcher conducted all 

interviews in German. Due to the enormous data basis, it was not feasible to 

translate all transcripts into English. Consequently, only essential parts of the 

interviews which were cited in the thesis were translated into English. In 

addition, at least one full transcript was translated into English and is attached 

in Appendix 16 of this thesis as an example. The translation of the text 

segments of the interviews was outsourced to a professional translator. Before 

sending the transcripts or parts of the transcripts to the translation office, the 
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names of the research participants were removed and replaced by identification 

numbers. 

 

3.9 Conclusions 

This chapter covered eight major areas: (1) methodological approach, 

(2) research design, (3) key informant approach, (4) theoretical sampling and 

saturation, (5) data collection, (6) data analysis, (7) rigour in grounded theory, 

and (8) ethical considerations. Each of them had to be considered prior to the 

research inquiry. This study aims to explain how growth-oriented SMEs develop 

their MC in order to support their business growth by using Strauss´s grounded 

theory approach and by conducting in-depth interviews with key informants who 

provided deep insights into the topic of MCD during SME growth due to their 

knowledge and overview of the company´s MCD processes and of related 

potential difficulties as well as solutions to overcome the latter. A series of 

examples showed the coding process and the development of categories and 

concepts.  
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4 Analysis and Statement of Results 

The research addresses the question of how growth-oriented SMEs develop 

their MC in order to support their growth strategy. This chapter presents the 

results of the research on MCD in German growth-oriented SMEs that emerged 

from the interviews. A comparison with literature, theory and previous findings 

will follow in the discussion chapter. 

 

Before the presentation of the results it is worthwhile to make a general 

comment regarding the referencing of quotations of the interviews. The position 

of each quotation is indicated by the anonymised name of the respondent, for 

example, A04 for the respondent of interview number 04, followed by the 

number of the paragraph. For example, ‘A04:020’ means that the quotation is 

from interview partner number 04, paragraph 20. Using the software ATLAS.ti 

each paragraph of an interview is numbered in the left column beside the text 

as illustrated in Figure 28. 

 
Fig. 28: Interview paragraphs in ATLAS.ti 

Paragraph 020 

Answer of 
interview 
partner 04 
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All participating companies experienced substantial business growth. Based on 

the analysis of the interview data with highly knowledgeable participants 

regarding MCD four major concepts, namely Business Growth, Strategy, 

Adoption of MCD and CEOs´ Experience emerged (see Figure 29).  

 

 

 

Fig. 29: Four emerging major concepts  

 

Chapter 4.1 outlines, the concept Business Growth with the participants´ 

respective experiences during growth, the consequences of that growth and the 

diverse difficulties that arose, the measures taken by them to counteract these 

difficulties and the role of MC as essential driver for growth beside other ones. 

Chapter 4.2 covers the concept Strategy, including participants´ strategy for 

MCD, their business mission and growth strategy as well as the alignment 

between both. In Chapter 4.3, the concept Adoption of MCD entails the way 

how these SMEs implemented their MCD strategy, MD initiatives as well as the 

organisation of their MCD process taking into account the difficulties they 

encountered with MCD. Chapter 4.4 presents the concept CEOs´ Experience 

with the role of the respective CEOs and their individual personal experiences, 

attitudes and needs for change in their behaviour as being key for MCD and 

business growth being addressed.  
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4.1 Business Growth 

The concept Business Growth emerged from the categories and codes as 

illustrated in Figure 30.  

 

Concept  Categories  Codes 
 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 30: Emerging concept Business Growth with its categories and codes  
 

Growth led to change of both the companies and the people within these 

companies. It had an influence on the CEO´s role and behaviour, the 

company´s processes and structure, for example also on the way in which 
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people communicated, not only in terms of who communicated with whom, but 

also the ways and means of how people communicated (e.g., a more formalised 

way of communication as described in chapter 4.1.2.4). These changes resulted 

in diverse challenges for the CEOs and management teams since the business 

became increasingly complex. As a consequence, CEOs had to increase their 

MC, put management teams in place, delegate tasks and responsibilities to 

them and develop their managers further. They experienced a range of 

difficulties, such as recruiting of managers from outside and identifying high 

potentials from the internal workforce, integrating new managers into existing 

management teams and retaining them. The dynamics within the management 

team were difficult to manage. 

 

4.1.1 Consequences and Challenges of Growth  

A diversity of challenges was found. CEO13 listed a range of these challenges: 

“too rapid growth, too many projects, not clearly defined task areas at 

management level, simultaneous processing of the same tasks by several 

people, neglecting other tasks, incorrect prioritisation, ignoring economic 

principles…” (A13:071). Challenges of growth and associated difficulties with 

MCD for the CEOs and managers of SMEs during the transition from an 

entrepreneurship to a professionally managed firm are mentioned in diverse 

literature (e.g., Flamholtz and Randle 2007; Lockett et al. 2011; Rutherford et al. 

2003; Tansky and Heneman 2003; Goswami et al 2006; Achtenhagen 2010; 

Greiner 1972). 

 

The main consequences of growth mentioned by the participants were various; 

an increase in development perspectives, a shortage of qualified personnel and 
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MC, recruiting capable personnel, the heavy workload and required overtime, or 

coping with work-overload. In addition, there was the perceived limitation on the 

part of the CEOs combined with the necessity to withdraw from the day-to-day 

business and the need to delegate, the tensions between managing the growth 

rate and delivering high quality, sticking to deadlines and maintaining 

profitability, and further challenges such as the overextension of people. The 

consequences of growth were both positive and negative, although the negative 

in terms of numbers outweighed the positive. The emerging consequences and 

challenges are presented in the following subsections. 

 

4.1.1.1 Development Perspectives 

Despite diverse challenges and consequences due to growth there are also 

important positive side-effects of business growth. Constant growth leads to an 

increase in the number of management positions; this in turn creates 

development perspectives for employees and managers which offer career 

opportunities and are important for employee satisfaction. CEO01 reported the 

following about his employees: 

They are actually very satisfied in our company, because they simply 
realise that you can also personally achieve something …, and that the 
chemistry … is right, and the interaction with each other actually makes 
them very satisfied and also very proud to be able to work here, despite all 
the difficulties that perhaps are there now in their personal practical training. 
(A01:103) 
 

CEO10 confirmed this view arguing:  

On the one hand I can permanently offer the people a perspective due to 
the rapid growth. It is constantly changing. Therefore more executives are 
needed, more areas develop that didn’t exist three, four, five years ago. But 
I believe that this is a great opportunity for the employees… (A10:113).  
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This point was also made by CEO12 who stated that “growth as such is 

somehow sexy. And to work for a growing company is exciting because every 

year with an increase in growth the area of responsibility also changes” 

(A12:032). CEO05 mentioned that without growth it would be difficult to 

motivate employees because then “not enough opportunities are created for 

employee development. This also includes the management team” (A05:026). 

 

4.1.1.2 Challenge of Recruiting Capable Personnel 

Though growth creates opportunities for employee development, it also opens 

up challenges concerning recruitment. Finding the right employees and 

managers was perceived as being difficult by all participants. According to 

CEO01, finding the right people was the biggest problem (A01:088). This 

viewpoint was further elucidated by CEO03, who shares this view. As the main 

reason he mentioned that 

We can’t pay a high salary in comparison to other companies, to 
consultancy firms or companies such as Siemens or IBM or the like, we 
obviously can’t compete with them, but we have relatively similar demands. 
That means we have to find people who want to work for a small company 
and dislike big bureaucratically structured organisations. But that leaves 
only a small window. There are many good people that we simply can’t pay 
enough, and there are also many people who want to work for us, but who 
we don’t want. And finding the right balance is really difficult. (A03:059-060) 

 

CEO04 also made this point and saw the main challenge as finding, selecting 

and developing the right employees (A04:15, A04:143).  

 

Interview partner 09´s view was that growth implied that one was more or less 

forced to grow oneself, which resulted in difficulties regarding the sequence and 

the pace of recruiting skilled personnel (A09:023). Even the larger companies, 
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for example, CEO10 reported that his company´s biggest problem today was 

finding managers in the right quality and quantity, either developing them from 

own staff or recruiting them from outside (A10:022). He stated that “the 

bottleneck is the topic of staff” (A10:034). CEO12 confirmed that right from the 

start their greatest challenge had been “How can we recruit many well-qualified 

employees very quickly?” (A12:038). 

 

Interview partner 09 also identified a shortage of personnel “who represent the 

company by holding presentations, participating in committees, and so forth. 

We really need this” (A09:092). CEO11 employed 35 people last year “many 

inexperienced as well, because the market doesn´t supply that which we need 

in order to grow” (A11:055-056). CEO12 with his experience as a large 

company dealt with the same issue, just with larger numbers.  

 

4.1.1.3 Coping with Work-Overload 

Often, the problems with timeous recruitment lead to an overload of work on 

existing employees. The category Coping with Work-Overload emerged as a 

further consequence of growth. CEO10, for instance, asserted “We have done 

so much overtime in the past three, four, five months and now we have two big 

projects. If we win those, then we’ll definitely have a problem” (A10:026). To 

some extent the heavy workload contained something positive, although  

… this positive becomes negative, when the people notice that they simply 
can’t keep up. If the order volume is so great and one works and works and 
works and works, but one somehow doesn´t seem to really lessen the load, 
that really is a difficult situation. I also believe that we have not yet had it in 
such a brutal manner. (A10:026)  
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Similarly, CEO12 perceived fulfilling the incoming orders as being the real 

challenge, not acquiring new orders (A12:036). 

 

Interview partner 09 and CEO10 added other dimensions, namely that the 

heavy workload could also lead to, amongst others, burnout, demotivation and 

other side effects. CEO10 explained:  

Simply because if I don’t see the light at the end of the tunnel, at some point 
my motivation will suffer and I won’t be able to encourage myself, because I 
constantly tell myself that it won't get better. (A10:307) 

 

Interview partner 09 stated that the pace had a major impact and that “the 

receptors for quick processing and quick selection and differentiation will 

improve in future. Today, we cope with this only partially and with difficulty. And 

I believe that leads in part to an overload” (A09:136). In his view it was 

important to look after oneself and think about “What am I doing for myself to 

avoid falling into this trap” (A09:136). Furthermore, he mentioned that one could 

afford to be overstretched for a certain period of time - one just has to 

acknowledge this (A09:132).  

 

In addition, CEO04 experienced the fulfilment of management and leadership 

tasks as major challenge during growth because instead of employing additional 

human resources, he feels like a soccer coach joining the team on the field 

instead of remaining on the side-line and managing it. 

They try to replace the missing ninth or tenth employee. And then the 
leadership tasks slide in behind one another. They find themselves in quite 
a fatal situation. Because then they become comparable, when they 
simulate the ninth or tenth person. … The leadership tasks aren’t done.  
One can see that leadership simply isn’t happening. It is like in soccer:  
Coaches. I find this to be a very difficult situation. Where one says: I’ll go 
with you onto the field and no one musters the distance, no one analyses 
the situation, defines it anew. It is a great challenge to us. (A04:102) 
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CEO04 found that some managers used the time pressure and the needs of 

customers as an excuse for neglecting their staff, also in terms of development:  

They like to come with a killer argument: First the client, then the employee.  
There are executives who act like this for 220 days a year and who in the 
end can’t understand why their employees rotate away from them. 
(A04:103)  

 

A further challenge identified by Interview partner 07 was the issue of 

overexertion of managers and the solution to dealing with this situation. 

According to him the easier solution would be to employ additional employee(s) 

in order to improve the performance of this department – but this would mean 

curing the symptoms and not addressing the cause.  

 

This point was also made by CEO06 who mentioned coping with the constant 

change as a major issue. “We find ourselves in a constant phase of change, 

which includes the mood as well” (A06:180). He regretted that employees with 

whom he had worked together closely for many years left the company in 

conflict because they were overextended. 

 

4.1.1.4 CEOs Limited Capacity and Need to delegate 

A further consequence of growth that emerged was the perceived personal 

limitation on the part of the respective CEOs and the necessity to withdraw from 

the day-to-day business and thus partially from operational tasks. This 

consequence could also be seen as a signal for the need for structural and 

functional change, for delegating operational tasks and for switching from direct 

control to indirect control which also implied a change in their role as CEO. The 

latter will be described in the concept CEOs´ Transition, Chapter 4.4.1. 
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CEO14 reported that his growth spurt of the last two years had led to a doubling 

in staff which did of course not eliminate the structural problems that had to be 

shouldered by the two CEOs because of the absence of a management 

structure at the lower levels. Below the CEOs there were only project 

managers, single teams and lone fighters (A14:021). Furthermore, he regretted 

being caught up in the operational side of the business since some projects 

required his participation in project meetings and client contacts, thus 

preventing him from “doing the things I should actually do” (A14:030), such as 

the introduction of new guidelines and procedures especially where the latter 

referred to the establishment of essential rules by using templates for certain 

processes for instance. “Just finding a three hour window to sit down with 

co-workers and to present this topic is currently still a real problem” (A14:030). 

CEO10 experienced delegation as follows:  

… at some time you reach the point where you work so much that you start 
delegating. And the people with whom I have worked for a long time tell me 
that I did this with an incredible brutality. And brutality because at some 
point I realised that I couldn't do it anymore. And that I then included them 
quite forcefully into sharing the responsibility, … (A10:212) 

 

This quote also implies that the skill of delegation is not a given, but has to be 

developed by a CEO as situations requiring such skills emerge. 

 

The participants of the SMEs and CEO10 (recalling his company´s status as an 

SME) reported that the CEOs´ limitation was the lack or absence of a 

management substructure to whom they could delegate. In addition, CEO12 

(also recalling his company´s time as an SME) believed that it posed an 

immense challenge for every SME-owner to distribute the limited managerial 

resources and his own limited capacities given an absolute lack of experience, 
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also, for instance, in establishing a second location (A12:050). Furthermore, 

CEO12 identified the issue of location and specifically adjusting the 

management structure of further divisions at other locations as a present 

challenge, especially since this meant not having all employees at the same 

location (A12:052). 

 

In contrast to the SMEs, CEO10 in his current capacity at a large company saw 

his limitation as being too involved in running the business and thus far away 

from the workforce therefore, not having the time to walk around and talk with 

each employee. He reported “For example, I am often accused by others 

saying: ´We never see you in the company´. Which is true“ (A10:228). He also 

added  

Because I am still the bellwether in this company. But at some point you 
can’t do it anymore. You can’t do it, even when they say that the topic of 
management by walking around is terrific. But your daily business catches 
up with you and at some point you are glad if you can spend an hour or two 
at your desk to work on some things. (A10:236) 

 

As a solution he announced the appointment of a second CEO arguing that “At 

some point you reach the limit of your own competencies and time” (A10:132). 

He expressed the hope that an additional CEO would be an opportunity for him 

to return to his managerial tasks and also to have the chance to visit the other 

locations again (A10:262). 

 

Capacity limitations experienced by the CEOs were identified independent of 

the size of the participating companies; however, the nature of the perceived 

limitations was different, ranging from limited time, lack of a management 
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substructure, and limited managerial resources to lack of experience resulting in 

too much involvement in the operational business.  

 

A further issue that arose was the personal awareness on the part of the CEOs 

of their own limitations regarding competencies.  

 

4.1.1.5 Tensions between Growth, Quality, Deadlines  and Profitability 

Another resulting consequence was that it was hard to grow without sacrificing 

quality, deadlines and profitability. Tensions occurred between managing the 

growth rate and delivering high quality, or sticking to deadlines and maintaining 

profitability. For the latter, it was seen as important to analyse the customer 

structure and profitability of each project. CEO10 for instance reported that 

smaller customers could not be properly serviced anymore (A10:315), since it 

required too many managerial resources to take care of customers with small 

turnovers. His approach was to:  

… talk to the clients honestly and openly and say: ... We have become so 
big in the meantime that we can no longer take care of you economically. 
And at some point the quality of service for you becomes detrimental. 
(A10:315) 

 

Regarding the tensions between Growth and Quality, CEO12 reported that they 

performed a balancing act between coping with the daily workload and 

preventing image loss since they had tried from the very start to establish 

themselves as the market leader in quality (A12:036). He further stated that “it 

has always clearly been an area of tension. And to date this has surely been, on 

the one hand, delivering premium quality to the clients, and, on the other hand, 

naturally, coping with the growth” (A12:036).  
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On the issue of tensions between growth and deadlines, interview partner 07, 

complained that appointments were not kept saying that “The biggest problem 

is that deadlines are not fulfilled. They are simply postponed because they are 

not planned realistically anymore” (A07:085). He further stated that the way in 

which development was dealt with in the past – driven by the thinking of having 

to get things done quickly - was still exercised today. With the difference that 

processes at the time of the interview took longer than in the past due to 

approval procedures, for instance. “Deadlines are just put into place, which 

cannot be maintained. And this impacts very, very badly on the image of the 

company” (A07:086). On the other hand, he said that maintaining unrealistic 

deadlines at all costs leads to a situation where they burn a huge amount of 

money due to extremely high costs linked to issues of complexity and 

intangibility (A07:086). CEO10 added that his managers had constant 

discussions with their clients who asked “Why can’t you cope with the task 

load? Why can’t you do this, why can’t you cope with that?” (A10:034).  

 

CEO11 stated that there were also fears within the company in terms of growth 

leading to change. Furthermore, he was apprehensive about the fact that if they 

increasingly had to decline orders because of limited capacities “a large 

customer might start considering whether we are the right partner” (A11:268). 

 

A further challenge mentioned by CEO10 was “strong friction losses between 

the first management level and the second”, and he believed that “between the 

second level and the mass of employees we have even greater losses due to 

friction” (A10:078). 
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It was a core issue amongst the respondents to contrast the issue of coping 

with growth with the impact this had on other important variables relating to their 

business activities, for example, the maintenance of quality.  

 

This chapter presented the category “Consequences and Challenges of 

Growth” explaining diverse issues that the participating companies had to cope 

with during business growth, namely, the full spectrum from recruiting capable 

personnel and, on the part of CEOs, realising their own limitations and need to 

delegate, to the maintenance of sound business principles. The manner in 

which the interviewees dealt with the above-mentioned difficulties and the 

countermeasures taken by them are described in the following chapter.  

 

4.1.2 Measures to Counteract certain Consequences o f Growth 

During analysis the question in this category was, firstly, how the participants 

dealt with challenges of growth, and, secondly, to understand which measures 

were applied in order to counteract or avoid certain consequences. Emerging 

countermeasures were, for instance, adjusting organisational structure, 

delegation, increasing MC and the number of employees, changing the flow of 

communication, reorganisation through unit building, creating an attractive work 

environment, and of having the support and trust of the CEO. The 

countermeasures taken are presented in the following subsections. 

 

4.1.2.1 Adjusting Organisational Structure 

All interview partners identified the adjustment of their organisational structure 

and processes to the evolving requirements as an essential factor during 
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business growth. Interview partner 07 reported that they “are now in the phase 

of transformation from being a small company where everything was done 

expeditiously to becoming a really systematic undertaking” (A07:055). 

Consequently, he stated, “We have to subject ourselves to systems, structures 

and processes…” (A07:053). He added that “information must be generated in 

databases and similar things, which we simply require” (A07:054). 

 

CEO11 mentioned the fact that continuous growth lead to existing structures not 

functioning any more (A11:312). CEO05 referred to phases of stagnation and 

spurts of growth being preceded and facilitated by timeous phases of structural 

adaptation and stated “…at the moment we are in a phase where we … adapt 

our structures in order to manage the forthcoming growth phase successfully” 

(A05:010). This was confirmed by CEO06, who emphasised that “in order to 

secure quick growth, one also requires structure” (A06:066), whilst CEO01 

reported that growth spurts occurred when reaching a staff complement of 

respectively 30, 60, then 90 employees emphasizing that they always tried to 

contain growth on the one hand whilst establishing organisational structure on 

the other hand. “Now, with over 90 employees, it is very clear that completely 

different structures are needed” (A01:026). In this regard Interview partner 09 

pointed to the fact that during business growth “one doesn´t automatically grow 

along with the structures and also not with the systemic behaviour, instead, one 

has to act accordingly” (A09:023). 

 

CEO13 explained that the relevant structures developed over the last years and 

stated:  
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… without these structures it doesn´t work at all, and most of the employees 
don´t feel comfortable without calculable structures…In principle there are 
only three main structures: the CEO level, the project management level 
and the project execution level. (A13:067) 

 

CEO06 expanded his idea by referring to the fact that well-organised and well-

structured people were a precondition for adapting organisational structure, and 

explained that “We firstly pursue an intuitive approach. Only then do we 

establish structure” (A06:067), adding that this was a dynamic process and that 

“this adaptation of structure must never be allowed to stop” (A06:297).  

 

A positive aspect of establishing structure was the reduction of failure and 

committing errors (A07:276). CEO10 saw greater freedom as a benefit for 

himself despite the substantial increase in company size and in the number of 

employees and projects due to the clear structure that existed today (A10:212). 

CEO03 claimed to be a typical entrepreneurial company where  

… we did everything on gut feeling. And then we’re simply asked in the 
context of such a quality management process: ‘How do you deal with staff 
development? How do you decide who, when, and in what way people are 
trained? What are your criteria when choosing staff? What’s the process for 
identifying what qualifications a new employee must have if you need to 
employ someone new? What do you then do to find someone?’ … one is 
forced to do things that one has always done, we’ve always employed 
people, we’ve always done training of all sorts, but now one is forced to do 
them systematically. And as a result of that we started to do things 
systematically, so that we now have a training matrix with respect to staff 
development. (A03:082) 

 

Note: CEO03 adjusted the organisational structures and standardised systems 

and processes in his company during the implementation of a quality 

management system following ISO 9001 standards. The major benefit was 

having more of their managerial resources for strategic tasks (A03:093) as 

presented in Chapter 4.1.3.2.  
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Having substitute arrangements and job descriptions also emerged as a crucial 

aspect when adapting organisational structure. As the businesses grew, jobs 

and roles were clearly defined, although this could be challenging to keep up-to-

date due to frequently changing tasks and job roles during growth. Interview 

partner 07, for instance, mentioned that it was also much easier to integrate 

new employees and also to conduct discussions with employees since it was 

clear what was needed to meet the job requirements (A07:221), however, they 

did not have descriptions for all positions yet as this was in the process of being 

built up (A07:217). CEO01 stated: 

Of course we have those. And that is very important for our whole planning, 
or simply when something happens, or during holidays or illness, then 
someone always has to be substituted by a temporary replacement. And 
that person has to be involved in the processes. It is very clearly regulated. 
Very clearly. Under these circumstances, my four key management staff 
share my duties… (A01:116) 
 
We have an organogram which also includes the substitute staff. The job 
descriptions are also on the organogram. (A01:120-121) 

 

Since in the participating SMEs the luxury of overcapacity in management did 

not exist, it seemed to be a practical solution to share substitution arrangements 

among a small group of persons. CEO04 for instance explained that “there is a 

tandem system, where they have to manage the cover arrangement together” 

(A04:041).  

 

Even the small companies reported that they had substitute arrangements and 

job descriptions. However, despite having substitute arrangements in writing, 

CEO03 admitted that they “have cover arrangements in principle, but in practice 

we’re too small for that always to work” (A03:104). He argued that their work is 

very specialised, and that staff substitution was only possible to a limited extent. 
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This was confirmed by CEO12 who stated that they had introduced job 

descriptions in the third and fourth years already, although not as professionally 

as today (A12:154). Interview partner 09 pointed to the fact that they did not 

have job descriptions for all positions, but they had them for all team leaders 

(A09:087). 

 

The topic of establishing rules and guidelines appeared to be essential in 

adjusting organisational structure with an increase in growth, otherwise further 

growth could be impeded. CEO02 – who was not the founder of the company – 

saw internal chaos as the main obstacle for further growth and held the 

viewpoint that “depending on the environment and corporate structures of each 

organisation, administrators are also in a position to lead the growth, because 

the procedures and processes are such that they also have to be tailored to the 

expansion” (A02:062). He referred to the fact that  

… they hadn’t installed a single project monitoring system. They had set up 
no offer-tracking system. It didn’t work, it was nothing but chaos. Everyone 
could do as they pleased there. (A02:066) 

 

Establishing standards, creating a solid database, having control processes, 

being able to measure performance and, if necessary, to correct it, and having 

financial planning and financial control were perceived as critical during growth. 

Interview partner 09, for example, stated that “we can have a gut decision, but 

verified market information and information about our competitors is more 

important, and therefore we have product managers” (A09:092).  

 

CEO14 established rules and guidelines in his organisation and saw this as an 

essential step in his development of the business including: 
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… cost control and analysis, controlling, single project controlling on a 
monthly basis, … fixed structural guidelines such as prescribed forms for 
the purpose of, for example, time planning, cost control … not to be altered 
by the employees without authorization. (A14:024) 

 

He also saw having the goal in mind to have  

… capable managers who can perform managerial tasks for us so that we 
can concentrate on controlling, acquisition, development and the higher 
level business administrative tasks in order to grow the business further. 
(A14:023)  

 

as being of great importance. He concluded that despite having introduced 

guidelines and forms which simplified daily tasks and processes, it was still a 

requirement to control the application of these instruments because it was found 

that not everyone used them properly. Therefore, he decided to implement 

these tools ruthlessly with every new project (A14:034).  

 

An important strategic aspect of establishing structure for further growth was a 

shared understanding of management and the role of each manager within the 

team. CEO08 warned against appointing personnel without guidelines for 

leadership tasks: 

We approach our tasks with the following leadership tools: this is how we 
plan, this is how we forecast, these individuals are authorised signatories, 
those are authorised to make offers, this person arranges one thing, that 
person another, we will regularly meet each other at a certain time… If you 
haven´t even designed this completely in advance then something develops 
that you cannot contain anymore. Because quite naturally, everyone 
attempts intuitively to manifest his leadership role. (A08:136) 

 

With increasing professionalism this could reflect the situation in Company12 

where the CEO had a management “cockpit” with eight traffic lights where every 

department had its key performance indicators. 

If it is run correctly, every employee could have a point of contact with his 
key performance indicator on a daily basis, and, as such, would be fully 



118 
 

aware of the impact it has on the performance indicator if something is 
changed. (A12:132) 

 

In summary, the main steps in adjusting organisational structure were 

establishing standards, rules and guidelines, project monitoring systems, 

financial planning, cost control and analysis, substitute arrangements, job 

descriptions, a shared understanding of management and the development of 

systematic processes. The results of the process mentioned by the participants 

were: reduction of failures, being able to take care of the future instead of fixing 

things in the present, emphasising that structures do not grow automatically 

along with business growth and that, instead, they have to be developed 

systematically and continuously. 

  

4.1.2.2 Delegation 

The founders and CEOs all reported that delegation was both an inevitable 

consequence of growth and a precondition for further growth, although it was 

perceived as a most difficult measure as such and required utmost trust and 

competent managers to whom responsibilities could be delegated. Therefore it 

is essential to have enough MC which requires careful manager selection and 

development. The way in which participants dealt with the latter is described in 

Chapters 4.2.2 and 4.3. 

 

CEO12 was of the opinion that  

… the transfer of responsibility on the part of the founder or of the CEO is 
certainly a tough and difficult path for two reasons, namely that, on the one 
hand, one wants to delegate, and, on the other hand, one has to find a 
course with managers that, as a rule, lasts several years. This is based on 
their acceptance, execution and performance of responsibility. (A12:032) 
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CEO12 stated that it might be difficult to delegate because 

… it was also clear that this entailed a big emotional transformation and 
that, in all probability, every entrepreneur who is emotionally attached to his 
tasks which he likes executing, finds it difficult to delegate and thus to 
distance himself from operational tasks. This means a shift from working 
less within the company to working more on the company. This in part 
represents our philosophy, that is, being involved in establishing structures 
which together with top-level managers will enable further growth in the 
coming years. (A12:028) 

 

In this regard CEO04 stated that  

… the most important thing if one is growing, is recruitment. ... To choose 
the right ones. And when one has found them, to develop them. Because 
only then can you delegate. As long as they are not there, you can try to 
delegate a hundred times. But building up the potential of people who 
can take over tasks - that is how growth succeeds.  And not by acquiring 
order upon order. They will come in by themselves. (A04:143) 

 

He continued that, in contrast, if delegation did not take place quickly enough, 

and one thus detached oneself from things  

… one always continues to approach glass ceilings… The biggest 
challenge for us was to identify managers and train executive leadership 
and to lead them into or acquaint them with their tasks. And to 
simultaneously release (control). (A04:014-015) 

 

According to CEO05 (A05:149), although operational pressures initially lead to 

the procrastination concerning delegating tasks, eventually they stretched his 

capacities to the extent that delegation became a necessity:  

At a certain point of time I realised that I had reached my limits, and that 
was when I said ´Ok, we have to change this´. Then I started to delegate. 
(A05:035) 

 

This point was also made by CEO10 who stated that “at some time you reach 

the point where you work so much that you start delegating” (A10:212). CEO11 

experienced the same and reported that with increasing growth they decided to 

establish a second management level. “We allocated procuration to them. We 
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offered them small shares at a preferential price, they had to pay for these 

nonetheless, and did not get them as a gift” (A11:046). He reflected that it was 

difficult to explain to employees who had been in the company from the very 

beginning and were always direct subordinates of the CEO that these 

employees were now direct subordinates of someone else. “For many 

employees this is no problem, but we have others who are status conscious and 

we have to take this into account”. Therefore, some of these employees are still 

direct subordinates of CEO11. “But our goal is to build up this hierarchical level 

which, in turn, will generate its own hierarchical level in the future” (A11:046). 

CEO11 regarded himself as lucky due to the fact that they employed highly 

skilled employees from whom one could demand more. This facilitated the 

process of delegation (A11:332). 

 

CEO12 started delegating “when we recognised, that there was no alternative 

for it. Well, with delegation other topics arise which one was not aware of in 

advance” (A12:204). CEO10 identified the transfer of his attitude, values and 

beliefs to the entire management level and then from there to the newly created 

second management level as a real challenge, but saw this nonetheless as 

important since “as an entrepreneur one has to have something that others 

maybe don’t” (A10:246) which may be a reason for success. 

 

Delegation not only requires the identification of the essentials elements and 

tasks to be delegated but also the control mechanisms (e.g., A06:109). CEO01 

for example keeps minutes at every meeting involving tasks and responsibilities 

and their specific deadlines (A01:073-074). 
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Furthermore, trust is crucial for delegation. “Trust and accepting that other 

people perform tasks in a different way or reach the goal in another way” 

(A07:280) were recognised as inevitable by interview partner 07. He stated that 

they had established the organisational structure and processes with the view to 

facilitating delegation. “The task now is that the CEO has to accept, that he 

cannot control everything and he stops fearing a loss of control” (A07:258). 

 

CEO10 fully trusted his employees and had a cooperative leadership style 

(A10:212).  

I need and also believe that with a large part of our first management level I 
have an intensive relationship or even friendship. They know that 
irrespective of what is happening, no matter at what time of the day or night, 
they can rely on me, as I always say. But the reverse is also true. (A10:114) 

 

He continued “And this is exactly the same sentiment one has as a 

businessman where one can say that one likes doing some things very much, 

but how great it is to be able to delegate these things” (A10:282). He explained 

that he was looking for a second CEO in order to delegate further and to have 

“time, on the one hand for new things, strategic issues and, growth, but time, on 

the other hand, for old things as well” (A10:274). 

 

Interview partner 09 added that at managerial level it was important to accept, 

that one must stop performing certain tasks, since growth required a change in 

the tasks and the working behaviour of the managers (A09:127). 

 

A further emerging issue for successful delegation – besides trust and control – 

was to be mindful of the maximum leadership span, whereby the number of 

individuals ranged somewhere between seven and 15. CEO04 held the opinion 
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that it was not possible for the executive board to cope with the reports of 15 

managers. “There has to be another level in between it all. I would be more 

insistent about this additional management layer now. We were very conscious 

of sensibilities and today I’d be more frank, less afraid” (A04:127). On the 

question of how he would do this, he reiterated  

Well, that from the 15 you select 3 and instruct them: you lead unit 1, 2, 3. 
End of discussion. And we had many intermediate stages and conducted 
external seminars and so on. I would execute this more vehemently (today). 
(A04:131) 

 

CEO05 asserted that the typical number is 12 persons, because “from 12 

individuals or more the whole thing topples over. Then it is not possible 

anymore to support all of them accordingly” (A05:035). CEO08 reported that the 

maximum span of control was 15 to 20 in each business unit since “you cannot 

manage a larger number of direct reports” (A08:029). CEO04 referred to the 

lowest number and said “… we stick to the headcount formula, where one says 

that one is able to supervise 7-8 people” (A04:180). CEO02 mentioned that for 

a CEO a span of control of 16 individuals did not work: “That is impossible for 

me” – otherwise there was no time for tasks like MD (A02:099-101). 

 

4.1.2.3 Reorganisation through Unit Building 

One further emerging measure to counteract the consequences due to growth 

was unit building. According to CEO04 the main reason for unit-building was 

that units were manageable up to a certain point after which “one doesn’t 

realise in everyday life how much the company is growing. CEOs preferred 

adding new units in pursuit of the stance that creating a “unit is something to 

cushion the growth pains” (A04:175), since existing units could continue 

operating as before. The growth difficulties are experienced at the top level, 
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when creating new units, and deciding “what's the new unit’s name, which 

business do they deal with, who leads them?” (A04:173). There were fewer 

people involved in the decision-making process and they could react more 

quickly to market demands and customer needs. 

 

CEO04 commenced with unit building when the staff complement reached 80 to 

100 employees: 

I said we can’t deal with the departments any longer. It is restricting us. We 
can’t evolve like this. We’re not able to expand our scale of operation. And 
that was a big re-adjustment. The unit principle fits the industry in any case. 
... It isn’t something unusual, nor is it unknown in the project business. One 
just needs to adhere to the principle of building units. For example, what 
specifically does each one entail - clients, large/small, or geographical, or 
whatever you choose. We figured that out for our own purposes. (A04:180) 

 

He further explained that a unit was  

… a team, an interdisciplinary, multidisciplinary team... consisting of 40 to 
50 people. So we have 4 large units and a smaller one that is expanding. 
But there is a unit leader and he is responsible for the results. (A04:184) 

 

CEO08 started building business divisions when reaching a staff complement of 

about 40.  

 

This decentralizing of leadership tasks to smaller units with specialist 

knowledge in the field also relieved the CEOs from operational tasks and 

provided more time for them to pursue new growth- and development 

opportunities. As a whole, the flexibility and adaptability of the business were 

thereby improved. 
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4.1.2.4 Open Communication 

Over the course of the process of growth with the changes in organisational 

structures, the increase in MC and in the number of employees, the methods of 

communication also had to change. It was a change from where, at the start, all 

employees reported directly to the respective CEOs in an informal way until 

eventually more formalised ways of communications were established. 

Interview partner 07 stated that after moving to another office building, the 

distances increased and, instead of going to somebody and talking to this 

person, the contact via e-mail and by telephone increased. At that stage they 

had a staff complement of 70 to 80 people (A07:268-272). Whilst managing by 

simply shouting across the desk was possible with a staff of 15 people, “today 

the desk is gone and this department is situated two floors away…. Here a 

process of learning has to take place” (A07:059). He continued “In the past it 

worked well. This doesn´t work anymore, because the organisation is bigger… 

I don´t want to say that it is more cumbersome, but it works differently in its 

structures and processes” (A07:059). He emphasised that the transfer of 

information was important “because otherwise I will lose the employees” 

(A07:059). In order to improve communication, they also installed an intranet 

system (A07:064). 

 

A potential disadvantage of growth that was identified, referred to the fact that 

as the path of communication got longer, it also took more time and led to a loss 

of information. Interview partner 09 reported that they installed areas to 

encourage socialisation and communication. These included a bar counter, 

meeting points and television screens on which they communicated what the 

company was busy doing in every field and department (A09:027). For him 
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these tools were important, because it ensured transparency and openness and 

enabled the respective departments to better understand the activities of the 

other departments. 

 

CEO11 introduced a weekend newsletter which contained personal and 

business topics such as information on present projects, acquisition projects, 

key performance indicators and also social events. 

 

Although the establishment of organisational structure and systematic 

processes led to the fact that the CEOs distanced themselves partly from the 

lower levels with whom they used to communicate indirectly through formal 

information channels, all the CEOs remained directly available for their 

employees. CEO05 mentioned: 

The people may come directly to my office when they have a problem. Of 
course – I get distracted very often. However, only a core group of seven 
persons with this kind of access remains. In the past, I used to do this with 
all employees. I think this is important so that problems do not become 
stuck. (A05:135) 

 

CEO10 explained that  

… everyone can talk to me. We also organise regular parties, where our 
people really enjoy the opportunity of being able to talk … to me. (A10:232)  

 

Similarly, CEO11 explained: 

… our door is always open. Everybody can enter at any time. … One has to 
explain to them the reasons why particular things are done and that it is 
beneficial for them. (A11:268) 

 

CEO06 held the same stance asserting that “one has to convince the staff, one 

has to explain the why. The goal has to be transparent…. That’s extremely 

important” (A06:196).  
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Another aspect of communication that emerged was conflict management 

among the management team. Interview partner 09, for instance, explained how 

they performed external management training every half a year which helped 

them to handle situations where managers might disagree substantially on an 

issue. “We learned how to quarrel in a constructive way. This is important and it 

is necessary for managers to be able do this” (A09:073). 

 

Open dialogue and communication among management were also perceived as 

highly important by CEO11. They exchanged ideas regarding target meetings 

with employees and how to move forward, and discussed their strategy. All 

managers claimed to maintain open communication within their organisation. 

Even CEO06 and CEO10, both of whom were leading large companies in the 

meantime, reported that they did not have a works council or representative 

employee body (A06:168, A10:063). CEO03 also reported that the flow of 

information was seen “as the most important thing by everyone” and decided 

together with his employees “we will have an open-plan office when we move” 

(A03:014). 

 

Chapter 4.1.2 covered the structural and functional measures taken by the 

CEOs to counteract certain consequences and challenges of growth. The 

following chapter deals with the factors that facilitated and supported SME 

growth.   
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4.1.3 Growth Drivers 

For the participating companies business growth was, not mainly a result of 

their growth targets (e.g., “It wasn’t our intention to employ so many people” 

(A01:014)); it was rather a result of flexibility and creativity, of having enough 

MC, customer satisfaction and quality orientation and of having an appropriate 

organisational culture and the awareness of required resources. 

 

4.1.3.1 Flexibility and Creativity 

Flexibility and creativity were powerful growth drivers since these enabled the 

participants to develop customised solutions for their customers. It also 

enhanced product innovation because they were able to respond quickly and 

flexibly to changing market and customer needs. Intuition and creativity were 

ranked highly by all participants. 

 

CEO03 explained that the path of growth followed his basic concept for growth: 

“I do whichever things I can do extremely well, and we realise that I can earn us 

money that way. So I train somebody who can also do that and can take over 

those things” (A03:099). He analysed what worked well and tried to systemize 

it. Thereby, he became aware of the importance of retaining his employees 

since the disadvantage which this approach harboured, was a  

… certain risk, because we’re transferring know-how to people, and those 
people could of course leave the company. That means that the risk for the 
organisation of losing staff with know-how increases. For one, the company 
then loses expertise, and in the worst case, if the employee moves to the 
competition, then they’re suddenly the ones who possess that expertise. 
(A03:100) 

 

Interview partner 09 stated that in his view “growth was stimulated by many 

ideas, creativity, product development, and so forth.” (A09:114). 
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For CEO06 basic principles were, on the one hand, creativity and innovation, 

(A06:052) and, on the other hand, very quick adaptation in order to grow and to 

move forward (A06:071). He added that customer orientation, social 

competency and having a sense of responsibility also were important for being 

successful. In his view, structure always had to adapt (A06:293). 

 

Interview partner 07 also mentioned that everything was built up through 

creativity and strict management, and with the increase in growth and in the 

number of employees one was forced to delegate (A07:258). 

 

CEO12 explained that 50% of their strategies were informed based on customer 

needs which were fulfilled opportunely if the customer wanted to buy this 

service or product (A12:324). 

 

The ability to respond quickly to changes in market demand was realised by 

CEO08 through his company´s reorganisation into units where the divisional 

managers had direct contact with the customers and developed a feeling for 

what the customer really needed. He stated that  

… what will be developed in the end – the inspiration, which range of 
services and which market segment - this is initiated at a very low level, 
namely at the division level. Of course, not everyone can do what he or she 
wants or can invest arbitrarily. (A08:042) 

 

He further explained that the decision in the final instance was made together 

with the CEO, however, questions such as “What do we believe the market 

needs are? How do we prepare ourselves accordingly? These strategic issues 

are strongly based on the initiative of the divisional managers” (A08:042). 
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CEO10 stated that flexibility regarding the allocation of their managerial and 

personnel resources was important too. They analysed problems arising from 

limited MC or personnel capacity and organised support by sending managers 

or employees from other departments or divisions with the respective 

competencies needed to the affected division (A10:030).  

 

Creativity and flexibility were also required from the CEO since adjusting his 

own behaviour to new and often unpredictable situations that arose with growth 

was part of the change and learning process due to growth. CEO10 described 

this as “in certain phases of the company´s development you have to be 

multitalented” and CEO14 responded to the question of why they had grown  

“until today, as being due to the fact that the owners, as juggling masters, 

always kept 20 balls in the air and took care that no one fell down” (A14:085). 

Similarly, CEO12 emphasised that for a company in a growth phase agility and 

flexibility were important since often speedy decisions were required and action 

had to be taken quickly during growth (A12:212). 

 

4.1.3.2 Having enough MC 

Having enough MC emerged as an essential precondition for further growth. As 

described in Chapter 4.1.1, a shortage of qualified personnel and MC makes it 

difficult to realise business plans because delegation (Chapter 4.1.1.2) requires 

having enough MC, in order to ensure the development of the company, to 

avoid that managers are fully occupied with operative tasks and thus neglect 

their leadership tasks (Chapter 4.1.1.6). Furthermore, to staff the newly-created 

management positions, the proper identification, recruiting and development of 

qualified managers were perceived by the interviewees as being essential for 
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further growth, despite the fact that it was not easy to perform. CEO13 stated 

that establishing infrastructure was much easier than increasing qualified 

personnel capacities (A13:014). CEO02 stated  

Well, the central problem that I see in this regard is that you have to be 
aware of where your key players are with whom you are going to support 
growth. If you don’t have them, you should start replacing somewhere. And 
then, if you’re lucky, you still have something like a pool of talent where you 
can say to yourself, great, if I ever have a problem anywhere, whether it 
simply be a resignation of a member of staff or if something goes wrong, 
then I still have a handful of talented people who I can put in that place. 
Getting every position exactly right, even for a period of 2-3 years, would 
push our staff costs up immensely. (A02:51) 

 

Simultaneously, he emphasised that entrepreneurial managers as well as  

administrative managers could lead the growth, depending on the environment 

and corporate structures of each organisation, “because the procedures and 

processes also have to be tailored to the expansion” (A02:062). 

 

CEO08 stated that “if I do not have the managerial resources, I cannot create 

such a turnover” (A08:054). CEO10 claimed that before they could plan 

strategically, they “first need to consider how we will manage to get the 

executive managers we need early enough and we integrate them into the 

existing company” (A10:050). He realised that at the time of the interview their 

biggest problem was “…to really obtain executive managers both in quality and 

in numbers, either from our own ranks or to get them in from the outside“ 

(A10:022). Interview partner 09 also held the viewpoint that further development 

and MD were not only important but absolutely essential for SMEs in order to 

grow (A09:156).  
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CEO12 responded to the question of “Do you think that managerial resources 

could become the bottleneck for future growth?” quite emphatically by saying 

“Yes, clearly. Yes clearly. Yes absolutely. Yes!” (A12:117-119). He was 

convinced that they “need top performers who are willing to accompany our 

growth and who are also capable of doing so” (A12:079). His strategy was to 

establish structure and to look for top managers who together would allow 

further growth in the forthcoming years (A12:028). 

 

CEO03 had the experience that the implementation of ISO9001 provided a 

positive consequence of helping to establish structure with the result that they 

“barely have any emergencies anymore, and that frees up an enormous amount 

of management time” (A03:092). This is essential for further growth “because 

we are able to take care of the future and are not always stuck with fixing things 

in the present” (A03:092). Furthermore, they enjoy managing the business a lot 

more (A03:093). 

 

CEO11 mentioned that  

… one has seen enough companies which … went bankrupt due to their 
growth…. We think about how we can develop our personnel further, also if 
they are beginners. We only employ as many people as we can really 
support with mentors. (A11:197). 

 

CEO14 was aware of the fact that he needed an increase in MC in order to be 

able to grow the business further and reported that they selected strongly 

performing employees from the team who were to take on managerial tasks in 

the near future. Only then could he concentrate on acquisitions and the 

development and further growth of the business (A14:023). In his opinion, it was 

essential to create an additional management level between the CEOs and 
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owner-managers, and the staff, in order to provide the CEOs with the space to 

take care of business development and growth (A14:063). 

 

4.1.3.3 Customer Satisfaction and Quality Orientati on  

Further growth drivers that emerged, were customer satisfaction and high 

quality products or services. In response to the question “What helped you to 

grow?” CEO01 answered  

The customers. I think there was a very high basis of trust from our 
customers,… who said, we trust you, you’ve always delivered high quality in 
accordance with a fixed deadline and at a price that we are prepared to pay. 
It was this appreciation that made us say OK, that drove us forward. It was 
the customers who brought us forward, not the other way around. (A01:018)  

 

CEO05 reported that their growth driver was a customer with whom they kept 

close contact and could further expand an existing large project. “This 

catapulted us forward” (A05:014). CEO13 also saw the market and customers 

as the major drivers for growth, the reason for growth were “…external factors 

to which one reacts…” (A13:014). Thus, knowing customer expectations was 

crucial for adjusting the service or product offered by a company. 

 

A further aspect in customer orientation was to adjust the organisation, if 

necessary, to market needs. Interview partner 07 stated that they built up 

certain processes because otherwise they would have been faced by the 

problem that their customers compared Company07 with larger competitors and 

as such also expected the company to have a more professional organisation 

(A07:055). In this regard CEO06 referred, on the one hand, to creativity and 

innovation, but, on the other hand, to absolute customer satisfaction and quality 

orientation as driving factors and stated “It is crucial that the quality of the 
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results is correct” (A06:052). Interview partner 09 also supported the viewpoint 

that high quality was essential for growth.  

 

4.1.3.4 Organisational Culture 

Having an appropriate organisational culture also emerged as a driver for 

business growth. This involved setting targets and company goals that were 

clearly formulated and combined with an open communication of the CEO´s 

strategies to all employees so that his priorities and values were transparent to 

all employees. Most CEOs involved their managers in the success of the 

company, but also, to a certain extent, their other employees, often based on 

target agreements. This lead to the identification by the employees with the 

company goals and created a shared vision. Performance reviews including 

feedback on the achievement of objectives served as basis for MD. 

 

CEO03 reported that he had a growth target of 10% at that time. In response to 

the question of whether the employees knew this target, he answered “Yes, of 

course” (A03:112). Transparency seems to be perceived as essential, and 

opinion shared by all the interviewees. CEO06 for instance stated that 

“transparency is very important” because “One has to know what one works for” 

(A06:118). He regarded it as essential to supervise individuals and to 

communicate future goals, which was achieved through transparency. He also 

held regular meetings with his managers in order to discuss their strengths and 

weaknesses. “They are highly motivated and also get bonus payments. We 

always pay quarterly bonuses” (A06:104). 
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Interview partner 09 explained how they had started to implement a strongly 

transparent policy. They had an end-of-month review on the day of the 

interview, where the CEO gave a frank account of the current state of affairs, 

presented the figures, the perspective and which objectives they had not 

reached. He explained  

Often there only is communication during phases of crisis…. But we 
communicate all year round, especially positive results, and in particular 
when it goes well, always in comparison to the year before and in 
comparison to our planning. We also communicate our planned targets at 
the beginning of the year and make them transparent. So we can say ‘in 
comparison to our planned target we are 6% ahead’. (A09:114-115) 

 

Further aspects were the recognition of good performance, rewarding the latter, 

a supporting boss as well as his own function as a role model. In addition, open 

communication, a high level of trust between the CEO and his managers, the 

ability to deal with conflicts and the involvement of the employees in the 

decision-making processes as well as clear communication about mission 

statements, loyalty to organisational goals and shared commitments and flat 

hierarchies that enable unbureaucratic and quick decisions emerged as 

important factors. CEO05 for instance stated that “I think an important aspect is 

a very open and honest interaction with each other” (A05:135) and added “We 

also have a co-operative style within our management team” (A05:110). 

 

CEO04 emphasised that unlike large organisations they could not fulfil 

employee expectations relating to salaries, internationality and rotation:  

We are culturally simply different… (A046). One has maintained a direct 
communication path to the shareholder, to the managing partner - which is 
something we want to strongly include in the brand. That one always knows 
the heads of the company. Open communication. Four times a year we hold 
an all-encompassing meeting, where we disclose everything on the welfare 
of the company up to the level of operating profit. We are all on a first-name 
basis. The trainees sometimes find this to be quite difficult. (A04:047)   
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Interview partner 09 maintained that they needed an open-door policy: 

There are glass doors everywhere … this generates additional energy. It 
leads to freedom which mobilises the employee to new performance 
levels…. And if one keeps the need to maintain a reasonable work-life-
balance in mind, then one can force growth in an attractive manner. 
(A09:145) 

 

Similarly, CEO11 emphasised that “our door is always open. Everybody can 

enter at any time.” (A11:268). 

 

CEO10 maintains an intensive relationship or even friendship with a large part 

of his senior managers (A10:114). He mentioned that they do not have any 

works council, but rather employee representatives that met every fortnight. He 

attended these meetings personally to ensure that all issues and ideas were 

discussed and debated before they were acted on. He pointed out the 

importance of doing one´s homework as a business owner: 

If they ask around in the market what their salaries are, how the vacation 
time is allocated... And if I as a business owner have lined up all my ducks 
in a row, then I am relatively untouchable. If of course I say that I 
permanently leave myself open to attack, then I need not be surprised if I 
keep getting pressure from this area. (A10:163) 

 

Interview participant 09 emphasised how highly they valued openness of 

communication, and reported that they conducted classical external weekend-

training to improve communication skills, the ability to criticize and accept 

criticism, “… and beyond that, we get equipped with tools that we need as 

managers” (A09:060). 

 

Another aspect that should be taken into account according to A09 was that 

proposals for small improvements should be implemented quickly.   
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One can, for example, afford a fruit basket. It can be ordered online at a 
supermarket… then every Monday they deliver fruits. That’s easy. And not 
expensive... But the effects are very, very important. Therefore, it is 
important to become aware of small things and implement these, before 
doing the big improvements. (A09:102)  

 

One further factor is the learning environment and the tolerance of mistakes. An 

environment that is conducive to learning, also from mistakes made, was 

beneficial for growth since the CEO as well as the employees had to cope with 

new and changing tasks harbouring the potential for committing errors. CEO01 

concluded  

We also make mistakes, and our staff are allowed to make mistakes, I just 
always say, we can’t make the same mistakes twice or 3 times. So they’re 
allowed to make mistakes, but it is always much, much more important to 
react, and to be flexible. (A01:158) 

 

Interview partner 09 went even further stating that they not only accept failures, 

they acknowledge mistakes and learn from them and included this in their 

mission statement (A09:068). 

 

4.1.3.5 Awareness of Required Resources  

Undertaking growth requires a range of resources, for instance, time, capital, 

MC, structure, and so forth, which will change over time. CEO03, for instance, 

moved his company to a new, larger office building with more space and 

reorganised the office structure.  

We’ve really done a lot of internal work to the organisation over the last two 
to three years, so we can now say that we are now set up and can easily 
grow to 25 people without having to do anything else. (A03:015) 

 

It is not only an issue of the availability of resources, but also of being aware of 

what the organisation requires at a certain stage of growth. At the end of the 

interview, CEO03 brought up a highly applicable metaphor about growing plants 
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which appropriately illustrates the importance of having the awareness of the 

required resources for growth: 

Growth can also be considered from this point of view: Let’s take, for 
example, a plant: in order to grow best it needs a combination of water, 
light, nitrogen, soil or earth… And if you want it to grow even better, you ask 
an expert how you can make it grow even more. They will then recommend, 
for example, a special lamp. The important thing is to find out what the plant 
needs most at that moment and what it has enough of. Because simply 
providing more of something doesn’t always help very much. At some point, 
the plant will simply have enough water, and if one were to water it further, it 
would drown and possibly die. (A03:123-125) 
 
In relation to our company, that means: we’ve now taken care of quality, 
processes, structures, training, and so forth. Now it’s the time to turn to 
office space. Of course, that also comes with a certain risk, € 100,000 of 
investment, but from the perspective of limiting factors, it is important. When 
one has identified a particular factor, one has to check whether the result 
justifies the additional expenditure, to weigh up the expenditure against its 
eventual uses. (A03:126-128) 

 

This captures the general topic very effectively, namely that no one single factor 

is the driver for growth. It is much rather a question of having the awareness 

and sense of exactly what the company needs at a certain point in time and 

within a specific environment. 

 

In the participating SMEs growth was not primarily a result of defining growth 

targets, it was rather a consequence of the above-mentioned drivers for growth, 

namely, flexibility and creativity, having enough MC, customer satisfaction and 

quality orientation and having an appropriate organisational culture and the 

awareness of required resources.  

 

  



138 
 

4.1.4 Summary 

This chapter presented the first of the four major concepts in this study, namely 

(1) Business Growth and its categories, (2) Growth Consequences and 

Challenges, (3) Growth Challenges Countermeasures and (4) Growth Drivers, 

with the respective codes as illustrated in Figure 30 in Chapter 4.1. 

 

A positive consequence that emerged was the diverse development 

perspectives within the companies due to the growing business. The challenges 

growing SMEs had to cope with were mainly the following: recruiting capable 

personnel, coping with the heavy work-overload, the limitations of the CEO, the 

need to delegate, and the tensions manifesting themselves between growth, 

quality and the meeting of deadlines. The manner in which the participants dealt 

with these challenges and the countermeasures taken by them were presented 

in Chapter 4.1.2. The four main measures applied were adjusting organisational 

structure, delegation, reorganisation through unit building, and open 

communication. 

 

In Chapter 4.1.3 the five main growth drivers that emerged from the interviews 

were presented, namely flexibility and creativity, managerial resources, 

customer satisfaction and quality orientation, organisational culture, and the 

awareness of required resources. 

 

In the next chapter the second major concept, namely, Strategy, with its specific 

categories and codes will be addressed.  
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4.2 Strategy 

The concept Strategy emerged from the categories and codes as illustrated in 

Figure 31. Strategy encompasses the strategy for growth and especially the 

strategy for MCD. Although no long-term overall written business strategy could 

be identified in these SMEs, they all pursued strategic goals characterised by a 

highly dynamic, flexible and emergent strategy which allowed them to adapt 

quickly to changes in market demands, customer requirements and other 

circumstances. Furthermore, in this chapter the following research sub-

questions are addressed: What – if any – is the MCD strategy of growth-

oriented SMEs? (Chapter 4.2.2) and How do these SMEs align their MCD 

strategy to their growth strategy? (Chapter 4.2.1.4).  
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Fig. 31: Emerging concept Strategy with its categories and codes  
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4.2.1 Growth Strategy and Growth Targets 

Despite the fact that written growth strategies could not be identified, all CEOs 

pursued strategic objectives and took strategic decisions driven by goals such 

as high quality, customer satisfaction, flexibility and creativity as described in 

chapter 4.1.3 in order to grow.  

 

Whilst only one participant reported that they did not specifically plan for such a 

strong growth (A01:014), others reported clear growth targets (e.g., A02:127, 

A03:026, A07:193, A08:038, A09:079, A10:149-151, A11:294, A12:293) mostly 

defined by the CEO in cooperation with his top managers. However, they 

shared the viewpoint that volatile markets made it difficult to plan in advance 

and to know whether goals were being achieved (e.g., A10:046, A12:293, 

A1:154). Therefore retaining flexibility was advantageous. Partially they made 

use of external support in order to cope with the volatility of demand (A12:293). 

 

As already mentioned in Chapter 4.1.2.4 open communication and transparency 

were seen as especially important (e.g., A03:112, A06:196, A10:198). It was 

also common for the CEOs to have regular meetings with top-level 

management and/or key persons within the company where the current issues 

and results, both positive and negative, were communicated in order to ensure 

identification with the mission statement and targets.  

 

The motivation for growth was diverse and was determined primarily by either 

the wish, or the need, to grow. For instance CEO10´s company grew with the 

attitude “We will reject orders if we know that they are not worth it economically. 

But if there are economically viable orders, I would rather chop off my hand than 
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to reject a contract” (A10:311). Similarly, CEO14 stated “it is an emergent 

strategy … we fight for every order”. However, he stated that he should focus 

on large projects and high quality (A14:062-063). CEO11 felt forced to grow and 

stated “we are condemned to growth anyhow” because of customer 

expectations and also compliance rules relating to some large customers 

having certain turnover restrictions (A11:268, A11:078). CEO03 focused on 

core competencies and using external support for tasks outside of their 

business scope in order to have the time to pursue their own projects (A03:021-

022). CEO04 followed the strategy of growing in defined organisational units in 

order to be economically efficient (A04:072). CEO08 set a financial motivation 

for growth by defining that one part of his managers´ remuneration was 

dependent on achieving certain growth and EBIT targets (A08:054). Despite 

ambitious growth targets it had to be a sound growth, for instance, CEO11 

reported “We do not grow at all costs. We try to grow qualitatively… and of 

course bearing in mind the responsibility to ensure that the company does not 

go bust”. CEO01 stated:  

I don’t want to expand hugely. There would have been so many 
opportunities to do that. There is no need for that however. So growing 
slowly but surely is best, so that I can also grow with the system and calmly 
take the staff along with it. (A01:110) 

 

CEO06 described this as “the structure has to keep up with the pace of growth 

at all times” (A06:293).  

 

What was common amongst all participants was the awareness of the necessity 

of having sufficient MC in order to pursue growth strategies and to use 

opportunities for further growth (see Chapter 4.1.3.2); therefore they placed 

emphasis on the development of MC and also invested in advance in the latter. 
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In the following chapters the mission statements that could be identified in the 

interviews are presented, followed by the strategy creation process within these 

SMEs and the involvement of the managers in this regard. Next, this chapter 

outlines the perceived significance of MCD for the participating CEOs. The 

manner in which their MCD strategy was aligned with the growth strategy, if at 

all, forms the final part of this chapter after which the study introduces the CEOs 

specific MCD strategies in Chapter 4.2.2. 

 

4.2.1.1 Mission Statements 

The majority of the participants reported that they had guiding principles and 

corporate values although it was doubted by some of them whether all “walked 

the talk”, that is, whether corporate values were being transformed into practice 

(e.g., A07:197). 

 

Interview partner 09 reported that they had developed their vision, mission and 

values together as part of their organisational development.  

Since introducing this process, it has enabled us to reflect on our company 
goals and objectives. … This was not possible before. Today we do not 
question our vision, we have a very good vision which many believe in, and 
which many want to work towards. (A09:077)  

 

With reference to the corporate culture, CEO11 reported that the main values 

they established and applied were customer relations and the importance of the 

employees (A11:043).  

 

CEO01 explained that the following principles guided their business: focussing 

on the essentials, on customer payments, selecting customers according to 
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their payment morale as well as company organisation (A01:005). He continued 

“it is simply very important to concentrate on key competences and to work on 

those with people. This means giving them a large measure of decision-making 

power to participate in business processes and also to motivate them” 

(A01:154). He pointed out that “everything else will regulate itself, or has done 

so until now. It is very difficult, but there is a way to do it” (A01:154). He 

emphasised his stance regarding flexibility and non-bureaucratic structures: 

I hate any departments or levels of the organogram where group structures 
are created, or bureaucracy … created, or I can’t even begin to imagine. 
That is a topic that I hate, just like in politics, when I can’t make a quick 
decision myself about something, or it can’t be agreed upon together and 
immediately put into place without being discussed for weeks or months. 
That really isn’t my thing. (A01:154) 

 

Others defined leadership guidelines in order to have a mutual understanding of 

how managers should execute their leadership roles and tasks. For instance 

Interview partner 09 emphasised the development of a clear understanding of 

what leadership entailed. This manifested itself in the creation of a leadership 

manual as basis for a unitary understanding of leadership principles. Its 

practical application was, for example, for “co-workers to understand how we 

would like to conduct the dialog; in this regard there has to be agreement” 

(A09:060), which was perceived by him as especially important in times of 

substitution. He added that “this has to grow. It has to be lived and errors are 

part of life” (A09:68). Therefore, another leadership principle was 

“acknowledgement of mistakes…” (A09:068) which was also enclosed in the 

leadership manual, after having had a long discussion among management if 

they just accepted mistakes or also acknowledged and rectified them.  
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Although CEO10 acknowledged the different leadership styles of his managers 

he also stated that certain standards had to be the same for the whole 

company. 

Everyone is entitled to lead their own division differently, we are not 
machines…. manager A is different to manager B, who is also different to 
C. That is certain. But there are certain standards that have to be the same 
everywhere in the company. Which means that if someone moves from 
division A to division B, she/he has to say ´ok, the basics are the same, but 
each different division has its own management style`. Which I think is fine, 
because I will never achieve the same type of style in one organisation. 
(A10:089) 

 

Furthermore, he emphasised that “looking at the basics I should be able to say 

it works like this, and then that is ultimately how it is done everywhere. It has to 

be inherently consistent” (A10:090).  

 

CEO11 followed the principle that “if a decision is made, then it counts for 

everybody. And everyone has to go along with it” (A11:112). He continued  

We focus strongly on our role to set a good example ... to act as a team … 
One can fight, exchange different opinions and also be loud once in a while. 
Humans are like this. As long as one sticks to the facts all is fine. But going 
along with decisions is important. (A11:117)  

 

He added that “all our processes are created by our employees and developed 

further by them… And if they don´t like them, they can change them. We are not 

such control freaks” (A11:294). He stated that they never changed their 

leadership style and that they were successful, in their company, with their 

employees (A11:298). He considered that this could be different if he was in 

manufacturing where the employees were not all academics because then he 

would have to increase control. He also pointed to the fact that managers can 

exercise pressure, but warned that  
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… people then don´t have the courage to be innovative. There is a huge 
loss of potential. But it works also, for sure… but one has to renew the 
pressure repeatedly in order for it to work in the long-run. (A11:322) 

 

Compared to leading through pressure he saw his approach as being much 

more advantageous in regularly discussing matters with his subordinate 

managers, and having strategic discussions before reaching consensus, but 

sticking to the results mutually (A11:322). 

 

A mutual understanding about leadership and the establishment of certain 

guiding principles amongst the CEO and top-management was perceived as 

important. The next section introduces the process of strategy creation. 

 

4.2.1.2 Strategy Creation  

In the majority of the participating companies, growth strategy and guiding 

principles, if noticeable, were created by the CEO in collaboration with his top-

level management team or key persons within the company. This was 

perceived as beneficial because it helped to convince the managers to believe 

in the strategy and adhere to the guiding principles which were seen as 

essential for successful implementation, although it was reported that the latter 

was found to be difficult (e.g., A12:107). 

 

CEO03 reported that due to the implementation of ISO9000 they established a 

strategic process.  

We don’t have provisional meetings anymore, but rather it is clear that we 
systematically assess the success of the company once a year and 
determine follow-up measures. And we record it, for our own purposes… 
you determine what you are going to do and then it is plainly tested whether 
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you met what you had set out to do. That really is the key to a whole host of 
improvements. (A03:039-040) 
 

A challenge for him was to involve employees in strategy development:  

We try to involve our staff very heavily in decisions and processes. But we 
come up against boundaries where we don’t yet know what to do, because 
the educational level of some of our staff … some have a university 
qualification, but among our technicians, most of them went through 
vocational training and never learnt how to think systematically. (A03:116) 
 

They even held two strategy seminars with external trainers focusing on key 

areas with five to six people. CEO03 reported that “the ability of the staff to think 

about things on an abstract level is simply limited” (A03:117). He would have 

liked to include as many of his staff as possible in the strategy creation 

processes, however,  

… we don’t yet know how we’ll manage that. That is our problem. And we 
still don’t know 100% if it will work at all, or whether we should strive for that 
too, up to what point? That is still open to discussion. (A03:120) 

 

This may be the reason why in Company06 the strategic direction is mainly 

determined by CEO06. He held the stance that it was the task of the CEO to 

focus on strategy (A06:108). 

 

CEO08 had no strict strategic objectives but rather handed responsibility for 

strategic planning to his divisional managers (A08:042) who presented it in a 

management conference taking place 5 times per year, that is, quarterly and in 

addition at the end of the year. This ensured that everyone was informed about 

the strategic planning and targets of other divisions (A08:067). CEO08 referred 

to the fact that they had established this process only one year before the 

interview. In the past he had got together with two CEO colleagues, just once a 

year, for two days in November, in order to create the strategy (A08:185).  
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Similarly, CEO11 reported that in the first years the CEOs of his company 

created the business strategy on their own, but  

… for the past two and a half years we meet 3 times a year for a strategy 
meeting with our management team and to discuss, on the one hand, 
where we want to go, what we want to achieve, in which business fields we 
could become more successful, how we can retain more customers, but, on 
the other hand, how we can retain our employees. This is our bread and 
butter… we are in a competitive market… we have to take care that the 
morale is consistent, that the people we hire fit. Social skills are almost 
more important than knowledge… (A11:202)  

 

He concluded that they had almost no personnel losses from staff moving to 

competitors. 

 

CEO10 started the business himself and created the strategy on his own. After 

10 years and a staff complement of 700 employees, he asked himself “Do I still 

want this?” (A10:076) and said:  

You shouldn’t be discussing this question with yourself; you should be 
asking your upper management level. And that was a very exciting process. 
We often came together in the evenings. But it was accompanied by one of 
our trainers. And this resulted in our vision, philosophy, slogans, values… 
(A10:76).  
 

He emphasised that it emanated from within themselves and “the great thing is 

if you create it yourself, you identify with it on a completely different level” 

(A10:076). 

 

Like CEO11, CEO10 put more and more emphasis on human resources. He 

mentioned that they had expanded the strategy process just a few months 

before the interview took place. They “sacrificed” two weekends for this and 

developed three further points: firstly, “Pearl”, which meant that each new 

employee was seen as a pearl (for more on this see the following chapter), 
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secondly, the issue of sustainability and, thirdly, identification, rising questions 

such as “How strongly do I identify with the company, and how strongly do the 

employees identify with me as the director?” (A10:076).  

 

CEO10 painted a picture that every employee understood, and he 

communicated clearly how he wanted to build the future because he was 

convinced that “it is extremely important that the employees are able to 

visualise it (the visions, mission and targets)” (A10:198 and A10:149-151).  

 

Interview partner 07 reported that they defined their strategies, 5-year and 

1-year targets, in management meetings from which they derived their specific 

goals, including those concerning human resources which, amongst others, 

also had the goal of defining the need for MCD. Then the targets were broken 

down to employee level. He stated “Thus, we really have a top-down approach, 

so that we pull through the targets within the company” (A07:193). 

 

CEO12 admitted that despite a defined strategy, leadership guidelines and the 

definition of processes, a gap still existed between strategy and leadership 

guidelines, how things were being put into practice, and also with regard to the 

targets which employees could deduce from the business strategy (A12:107). 

The definition of targets was performed in cooperation with all managers 

(A12:111). 

 

CEO04 explained that this represented a change in strategic planning and 

strategy creation, an evolving process since in the past  
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… the management only thought about the next quarter. Now we think 
about the next year. The unit leaders, and this is correct, they think about 
the next quarter or the next six months, and the individual executives think 
about the next month, how the projects are doing. And the individual 
employees think about the weekend. And I think that’s fine. That’s a good 
division of the various tasks. (A04:139) 
 

He reflected:  

I should have enforced this lot earlier. And I should have removed myself a 
lot more from the operational business and should have gotten down to 
strategic topics quicker and with more courage. Because that hurts a lot 
more if one doesn’t do it. One would think the inverse would be true.  
Because one says: now I need to get the contract signed, or call the client 
again or coax him with the help of a co-worker. Where I say: ´Damn it, no, 
you yourself are actually responsible for building the highway into the 
future.´ (A04:139)   

 

The strategy creation process was an evolving process, characterised by a 

clear vision on the part of the CEO(s), setting a clear course where they wanted 

to go and, in most cases, by the involvement of the top management level in the 

strategy creation and target definition process, although this was not always 

experienced as a smooth operation because there was a lack of experience in 

thinking strategically. Communication was perceived as essential in order to get 

their managers to trust and support them.  

 

The perceived significance of MCD in the participating companies is described 

in the next chapter. 

 

4.2.1.3 Significance of MCD  

The education and development of their personnel, the managers and the 

CEOs themselves and the creation and maintenance of a learning environment 

played an essential role in all participating companies, as well as reflection on 

what went well and what could be improved. 
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CEO04 defined it as an important task of a manager to develop people 

(A04:082), not only because of his preference for managers who are keen on 

support and development, but also because employees raised a need to be 

developed further (A04:103-104). 

 

Even CEO03, who heads the smallest company among the participants, 

reported that they had a systematic process for staff development, using a 

development matrix where all competencies were defined.  

From this, we deduce the final measures in the form of a training plan. As a 
rule, each person is then responsible to make suggestions of how he would 
like to improve his skills in this area. They are then booked for the course 
and the office manager checks regularly every three months to see if people 
have been doing their training. (A03:082) 

 

In order to convince and motivate his employees and managers to develop 

themselves continuously, CEO11 also attended seminars in order to 

demonstrate that “everybody can learn something in addition, independently of 

how good he or she is” (A11:125). 

 

Interview participant 07 also confirmed that most of their managers set 

examples for their employees and said “it is important that we develop 

ourselves further” (A07:197). 

 

Interview partner 09 emphasised that qualitative development and not only 

turnover was also part of their guiding principles (A09:079).  
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CEO06 stated that in 2009 he had merged the personnel development 

department with the company´s own academy and the complete implementation 

took place in 2010. “Now … the academy is our real pillar” (A06:186).  

 

In his mission statement CEO10 established that every employee is a “pearl” 

and explained: 

Thus we do everything in our power, that she/he is treated like a pearl. How 
does she/he enter? How is she/he integrated? We have a mentoring model 
for new employees, and so forth. (A10:076) 

 

They established a separate training department with six or seven employees 

since it was extremely important for their core business that their employees 

were continuously developed further (A10:75). 

 

CEO12 was also fully aware that “personnel are the key to success, because 

employees are the provider” (A12:091). He had approximately 15 employees in 

the personnel department and explained that his pro-active and targeted 

personnel development did not have much to do with administration of 

personnel in the classical manner it was practiced in many other companies 

(A12:091). 

 

In the participating companies MCD enjoyed a high priority with managers 

investing resources to facilitate the further education and development of their 

managers. Companies used a full range of alternatives in this process: from 

“leadership by example” by CEOs in attending seminars themselves to investing 

in training courses for management to the pro-active establishment of an own 

corporate academy (CEO06, in the meantime a large company). The MD 
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initiatives applied in the participating companies are described in more detail in 

Chapter 4.2.2.3. 

 

In the following chapter, the constellation of the MCD and growth strategies and 

the alignment between both, if existing at all, within the participating companies 

is presented. 

 

4.2.1.4 Alignment between Growth Strategy and MCD S trategy 

In this chapter the research sub-question How do these SMEs align their MCD 

strategy to their growth strategy? is addressed. It was observable that in some 

of the participating companies the MCD strategy followed the growth strategy 

(A04:073, A07:193, A12:107), in two companies the MCD strategy seemed to 

be an integral part of the development of the growth strategy (A10:114, 

A13:046), whereas in one specific situation the growth strategy followed the 

MCD strategy (A13:046-047).  

 

Company04, Company07 and Company12 had a clear top-down approach. 

CEO04 stated that although they had no 5-year planning, they had a kind of 

rough planning for all divisions which in turn formed the basis for the HR 

department in order to define which positions had to be filled with which skill 

levels. He added that they were working on the alignment of divisional planning 

and personnel planning at that moment, whereas personnel planning meant for 

him: “Either I must develop these people or recruit them” (A04:073). Interview 

partner 07 reported that they defined their 5-year targets, 1-year targets and 

strategies, and devolved specific targets which meant that HR defined the MCD 

and staffing needs (A07:193). CEO12 explained that they had established a 
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strategy project one year before the interview took place in order to refine and 

document the business strategy. All operational targets were devolved from 

their strategy including HR strategy (A12:107).  

 

In Company10 it seemed to be an integrated concept. CEO10 stated that there 

was a very strong link between growth strategy and MCD strategy (A10:114). 

He emphasised that strong growth offered development perspectives and 

involved permanent changes. Additional new managers with their knowledge 

and skills also influenced the way strategies were executed (A10:114). 

 

CEO13 pointed to the fact that they started having an MCD strategy only a few 

years before the interview took place. In 2010, he experienced that they had an 

ineffective management-level. Therefore, they decided to shrink the company 

and to dismiss this existing management level. Since then they expanded again 

and grew further. Thus, in this specific situation the growth strategy followed the 

MCD strategy. 

 

In the other companies the researcher could not identify any alignment between 

growth strategy and MCD strategy, which was not surprising since the 

strategies were mainly emergent, not in writing, and without any long-term 

strategic planning. Instead, their strategy has remained flexible in order to be 

able to adapt to changes, for instance, in market demand and customer 

requirements.  

 

Due to the variation in situations, companies and the business environment 

there was no one single strategy for MCD and for the alignment of it with the 
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growth strategy in the participating SMEs. Although all participants were aware 

of the importance of MCD, the manner in which they carried out MCD was 

different. 

 

The process of their evolving strategy for MCD and the main elements of their 

MCD strategy are presented in Chapter 4.2.2, followed by the strategy 

implementation and difficulties with the latter in Chapter 4.3. 

 

4.2.2 Strategy for MCD  

MCD involved the increase in, firstly, the number of managers, and, secondly, in 

their quality. Therefore, regarding the strategy for MCD both were investigated, 

namely, how to recruit additional managers and also how to develop existing 

managers further. In assessing the potential of internal or external candidates, 

their identification, selection and also their integration were important 

components of the MCD strategy pursued by the CEOs. Retention and career 

management were also identified as essential factors of MCD. This chapter also 

addresses the research sub-question: What – if any – is the MCD Strategy of 

SMEs? 

 

4.2.2.1 Evolving MCD Strategy  

CEO13 stated that at the beginning of his self-employment there had been no 

real strategies for attracting managers. It was more or less coincidental.  

I found my present CEO partner quite normally via a job advertisement 
requiring the candidate to have several years of business experience and 
the motivation to lead a project. It was clear after only 5 minutes of talking to 
him that this person had the potential to work on the same hierarchical level 
as myself one day. (A13:042) 
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In contrast, in the last years they were looking for qualified managers with 

experience and managerial abilities. In the last two years they actually 

concentrated on finding qualified managerial personnel, sometimes well in 

advance, in the process arguing that less-qualified candidates reported almost 

by themselves, whilst candidates with management capabilities were more 

difficult to find (A13:042). He continued:  

Once the demand for staff rears its head, it is normally too late; one is 
required to have this staff almost on the very next day. As such the 
pressure is so big that one tries to pre-empt the situation by spontaneously 
recruiting or headhunting staff directly. (A13:018) 

 

CEO13 sketched the process prior to, during, and after the introduction of an 

MCD strategy.  

We´ve only had this strategy for three years and ever since then a renewed 
focus on our corporate strategy and determining exactly what we want, 
what we enjoy doing and how we can have good returns. And also which 
people should accompany us on this journey. We want people, who are 
qualified, who have fun at work, who enjoy earning money and who fit into 
our team - all this against the background that we find solutions in-house 
and focus on promoting our own staff who qualify and meet or eventually 
could meet our expectations. We set to work on this immediately… Of 
course we also recruited externally for people who were compatible with our 
requirements. (A13:051) 

 

CEO05 admitted that they did not have any strategic personnel planning as yet.  

If an employee enters my office at 11:30 a.m. saying ‘we have a problem if 
we do not fill this position’ then he leaves my office at noon with a job 
advertisement … I think that´s our biggest strength: this flexibility. (A05:131)  

 

He pointed out that decisions regarding management selection were long-term 

decisions which were difficult to renege on because to demote someone did not 

actually work, whereas to dismiss someone meant admitting his own mistakes 

because “nothing is worse than dragging incompetent managers along” 

(A05:176). Hence, he explained “we are busy creating a personnel development 
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process because I was challenged to do so. My employees were also keen on 

this. However, to date it has not been satisfactory” (A05:094). 

 

CEO12 (with the experience and hindsight of strong business growth) explained 

that companies which grew very quickly did not think about strategy at all 

(A12:307) and added that “one only starts thinking about strategy once growth 

slows down” (A12:312). 

 

He remembered that he started establishing professional personnel 

development only five years after the foundation of the company and once 

reaching a staff complement of 150 or 200 employees (A12:050). This was also 

linked to the opening of their first branch since they recognised the importance 

of “appointing managers timeously and to invest the time in their development 

so that they are able to fulfil the tasks” (A12:050) whereby he understood 

professional personnel development to entail the targeted and pro-active 

development of managers (A12:046). 

 

Even CEO10 admitted that strategic personnel planning was only partially 

possible and dependent on projected market developments often leading more 

to short-term reactive rather than long-term pro-active personnel decisions. He 

knew how many additional employees he would need in case of additional 

orders but it was not predictable if these orders would be realised because the 

market in which they operated, was highly dynamic and volatile. Therefore, his 

strategy was to remain highly flexible However, he was focused on the early 

acquisition and integration of additional managers which he saw as a particular 

challenge in order to be prepared for further growth (A10:046-054). 
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Regarding non-managerial staff CEO10´s approach was more reactive. He 

emphasised that “As soon as we have more volume, we have to immediately 

hire new personnel” (A10:050). Due to the strong growth and heavy workload of 

the employees he reported “I had a weekend where … our present staff was in 

panic mode” (A10:319). He decided to defuse the situation by placing a job 

advertisement in the newspaper in order to convince his staff that he was taking 

countermeasures to alleviate the situation. He believed that they would think 

“ok, we are being given the support we need” (A10:319).  

 

In contrast, managerial positions were being treated in a pro-active manner. 

CEO10 explained: “We have hired more executives. Because we said, it doesn’t 

matter; the last two, three, four, five thousand Euros are immaterial. We employ 

them to have someone available at short notice” (A10:319). CEO11, who runs a 

small company, also preferred to take a pro-active approach stating “who is 

good will come. Afterwards we will organise the work for him or her” arguing 

that he refuses to work with freelancers in order to ensure to keep the 

knowledge within the own company (11:197). 

 

Similarly, CEO12 was also confronted by a strongly volatile business 

environment where “it is hard to predict if we grow at 5% or 15% this year” 

(A12:293). Therefore, it was part of his strategy to make a risk assessment to 

determine the potential growth corridor and what happened with the “surplus” 

managers if growth was less than anticipated. Part of his MCD strategy 

therefore was not only to be prepared to outsource certain tasks but also to 

establish and maintain a pool of talent within the company with the capacity of 

being developed and promoted to a management position should this be 
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required. This enabled him to retain a high degree of flexibility and to adjust his 

MC-needs to market developments since “one does not know two years in 

advance” when the demand for an increase in MC would arise (A12:293). 

 

In contrast, CEO08 admitted that they did not have any strategic people 

development tools and also no talent pool and did not proactively develop future 

managers (A08:101). His strategy and measure in order to increase MC was to 

empower his divisional managers to increase their personnel resources 

(A08:054).  

 

CEO02 alluded to the fact that in respect of management positions talent pools 

and succession planning would be helpful although this depended on company 

size and existing capacity: “in a company such as ‘Company02’, with a turnover 

of 45 million, that’s of course very limited with regard to certain positions, 

because the pool simply isn’t big enough” (A02:017). 

 

However, interview partner 07 reported that they invested in advance in 

developing MC, although financial resources were limited. Interview partner 07 

reported “We really invested an enormous sum of money and made an advance 

investment” (A07:096) although these represented fixed personnel costs 

(A07:100). In defence of pursuing this strategy he argued that an increase in 

MC required time. For CEO03 the creation of their quality management system 

provided a turning point from relying on gut feeling to pursuing a systematic 

approach to staff development (A03:082). 
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In response to the question under which conditions certain MCD strategies 

come into play or whether an SME had a MD strategy per se, A12 reported that  

For everybody growth means that you reach the limits of your capacities 
over a period of several years. There is absolutely no time and no 
willingness to establish such a system or to think about it because normally 
the business runs sensationally. (A12:316) 

 

In addition, he mentioned that the preparedness to change was only present 

when growth was declining or when the company was really in dire straits.  

 

Regarding the role of MCD during growth two directions emerged: some CEOs 

had the opinion that everything was learnt through learning-by-doing and that it 

was enough to have expert know-how, project management skills and 

experience in the market and in the specific business. In contrast, the CEOs of 

the medium-sized companies and the three CEOs of companies that had 

evolved into large companies were completely aware of the necessity to 

develop managerial personnel in order to grow. In general, it was more a case 

of an emergent MCD process rather than an explicit written strategy. 

 

The respective approaches taken by the participating companies in developing 

their MC are described in the following sections.  
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4.2.2.2 Assessing MC-Needs  

Different approaches were identified for assessing the MC-needs, setting the 

quantitative and qualitative requirements, and also determining how many 

managers with which skills and competencies would be needed over the next 

months. These ranged from an emergent process with ad hoc MCD activities in 

response to situations and problems due to under-capacity (at Company05 

where CEO05 reported that they did not have any strategic personnel planning - 

see Chapter 4.2.2.1) to a strategic approach in other companies where MCD is 

linked with business strategy (see Chapter 4.2.1.4). 

 

Regarding the process of establishing the number of managers required, this 

was mainly done by forecasting the probable turnover, then determining the 

personnel required to execute these orders (e.g., A02:013, A14:058) and also 

by applying the experience of having maximum leadership spans ranging from 

seven to 15 in order to manage personnel effectively (see Chapter 4.1.2.2).  

 

In some companies this process was more formalised while in others it was 

approached more informally. CEO14 explained this process as follows: 

We consider the forecast for our order situation and we actually do this in a 
very simple way, manually, on a daily basis – one writes down who works 
where and for which project. Then at the bottom we can see very quickly, 
where perhaps we cannot add another name because there is no capacity 
left. Then one can see in this forecast how long projects will run, for 
instance, for one or two years, and how many employees are tied up in 
other projects during this time. On this basis we decide that we have to 
increase our personnel or temporarily collaborate with other partner 
companies. (A14:058) 

 

Regarding the assessment of the development needs of skills and 

competencies of managers the annual target meeting served as a common tool 
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for performing this task. Individual development needs were recorded in the 

minutes (e.g., A07:137). This process is further described in Chapter 4.3.1.1. 

 

Another way to assess the development needs of managers was by looking at, 

respectively, the business strategy, the specific skills and competencies 

required in order to implement it, and the available skills and competencies in 

management (A04:073, A09:079). Interview partner 09 added that “we align it 

but not in a clearly structured and systematic way. I think we do many things in 

this regard by intuition and many on the recommendation of others who have a 

clearer view” (A09:079). 

 

Only companies10 and 12, both already having grown into large companies 

with an explicit strategy in place, showed a systematic planning of the 

MC-needs. However, despite having an explicit strategy, CEO10 emphasised 

that it was almost impossible to plan strategically because it depended heavily 

on new orders received which was hard to predict (A10:046). 

 

CEO12 knew his MC-need for the next six and 12 months (A12:091). However, 

he pointed to the fact that it was dependent on the task and business field, 

whether one needed a doer with the drive to build up something or an 

administrator to establish organisational structure. This depended on the 

product and on the growth phase (A12:167). In his view different business fields 

required different maturity and leadership (A12:212). 

 

Based on the MC-needs the MD initiatives and the recruiting process could be 

established.  
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4.2.2.3 MD Initiatives 

Based on the assessment of the MC-needs in which the annual performance 

reviews and appraisals appeared to play an essential role, and on the 

managers´ own perceptions of what was appropriate, a variety of MD initiatives 

were introduced. This section presents the combinations of MD initiatives the 

participating SME´s used.  

 

The MD initiatives could be divided into internal and external initiatives. Internal 

initiatives mean MD activities through staff and were for instance learning-by-

doing (e.g., A01:026, A05:043, A10:075, A11:161); being given new tasks and 

more responsibility supported by the CEO (e.g., A01:058, A02:032, A04:053, 

A06:079); exchanging experiences with other managers, for instance, in an 

experience exchange group at “the regulars” table, communication platforms 

and databases (e.g., A04:172); having a company-owned academy (e.g., 

A06:139), or its own training department (A10:075, A10:098); by leading 

through example on the part of the CEO who demonstrates how management 

tasks are to be performed (A06:047, A08:067, A11:095-099, A11:117); using 

godfathers, internal coaches, trainee programmes within the company 

(A10:106); reading the same leadership books and discussing it afterwards in 

the management team (A11:340, A11:352); using apprenticeship training (e.g., 

A01:099, A11:056), and employing students (A07:209). 

 

External initiatives were regarded to be seminars and training performed 

externally, mainly in fields that did not represent the core competences of the 

respective company and where it was perceived as being beneficial to get 

external feedback and input by independent trainers. These MD activities 
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include, for example, half-yearly external management training, weekend-

training for the management team (A06:152, A09:060), external training, 

workshops and seminars for personal development (e.g., A01:062, A04:093, 

A07:041, A08:101, A11:343), and external coaches (A02:097, A04:091, 

A07:036, A10:258, A10:102, A12:056). 

 

As detailed in Figure 32 there existed a noticeable difference between small, 

medium-sized and larger companies in the type of initiatives applied. 

 

Especially, but not only, in the first years development was characterised by 

“learning-by-doing”. For instance CEO01 reported 

It was learning by doing. Because nobody showed us how to do it, none of 
us knew how to do it, we simply did it. We simply applied the changes 1 to 1 
to our business and always tried to analyse it weekly. (A01:026) 

 

CEO05 stated  

At our company everything was developed painstakingly in the last 10 
years. Every appraisal interview, every template, each process… And we 
didn´t have the staff. 50 employees – there you can imagine one doesn´t 
have anybody who is familiar with personnel development and … with 
controlling. One doesn´t have anyone for those cross-departmental 
functions… (A05:043). 

 

CEO04 was convinced that “people grow if you throw them in at the deep end. 

… And one of my favourite quotes is: ´What looks like an enormous leap in the 

morning becomes a small step in the evening´” (A04:053) although the 

difference might be rather frightening at the beginning. Furthermore, he 

explained that in the first years after his company´s foundation with its first 40 

employees, he could not claim that those co-workers had an excellent 

education, “instead one had to learn on the job” (A04:113).  
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Fig. 32: MD initiatives in the participating companies  
 

CEO11 mentioned that it was important to allow new managers to take some 

time to become acquainted with the requirements of the new role: “It is a slow 

growth into the tasks” (A11:161). 

 

However, learning-by-doing was not only applied in SMEs, but the interviews 

suggested this to be evident also in the larger companies. For example, CEO06 

reported that ‘learning by doing’ was a common way of development (A06:047). 

CEO10 emphasised that they had learned and increased knowledge 

enormously just through contact with different clients in different industries and 

therefore through their daily business (A10:075). CEO12 believed that  
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… there will be a shift from being flooded by pure lecturing to more 
practising and providing the people with support so that they can 
experience it in the process of ´doing`. And learn it where they will need it 
later-on in the job. (A12:067) 

 

This enables managers to transfer acquired knowledge into practice and to their 

specific workplace. This might be the most effective way, especially against the 

background of Robinson and Robinson´s (2008, p. 4) findings that transfer rates 

from training range between 10% and 30% with the majority at the lower end of 

the scale. 

 

A second initiative applied in all companies, independent of company size, was 

apprenticeship training. Despite the awareness of the benefit of apprenticeship 

training there were also some challenges in the execution of this. CEO01 

described their challenges:  

That is a topic that we have had difficulties with, I must confess. We are 
normally able to offer a very solid apprenticeship …, but we weren’t 
prepared for having someone responsible exclusively for apprenticeships 
someone who would deal solely with this. It was neglected a bit. They were 
placed in the department along the lines of the motto, sit down here with us, 
but they were always actually just a burden. It was actually a real shame, 
that was another reason why we stopped it this year and said, ´Right now 
we have to first of all structure ourselves and think about what we actually 
teach them and who is responsible for them.` (A01:094) 

 

He further described his employees as being too busy to take the time to 

explain tasks to the apprentices. 

So I have a ´disturbance factor called apprentice` sitting somewhere …It is 
simply extremely difficult to take care of something like that when one has 
such a constantly stressful job. It requires time that one can’t see at that 
moment, and which only pays off much later. (A01:095) 

 

Since he was fully aware of the difficulty of finding good staff and of the 

potential benefit of apprentices he stated: 
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Above all, it is very difficult to find good people… The apprentice covered all 
the departments in three years; he knows how everything works and 
functions. If he fits in well straight away, then in hindsight, I have to say that 
it is actually a very meaningful investment. (A01:099) 

 

Interview partner 09 added another perspective, namely, that apprenticeship 

training is accompanied by youthful thinking in the company. In his view 

“apprenticeship training is essential for growth and for MD in SMEs - not only 

necessary, but also important” (A09:156). In addition,  

It is also a personal development instrument for managers…If somebody 
cannot lead youngsters, then he or she should lead others even less so. 
Today we have apprentices in all departments and divisions. (A09:147) 

 

He asserted “apprentices can contribute enormously. If I guide and integrate 

them properly in the first half year, then they are extremely productive within the 

next two years” (A09:148). 

 

Interview partner 07 and CEO11 reported that besides intensive backing for 

apprenticeship training they also employ students for further education at a 

vocational academy (A07:209, A11:056). 

 

Instead of standardised training, tailored MD activities were seen as more 

effective. CEO04, for instance, stated that they use  

… a multiple set that we always tailor to fit the individual. I think that 
standardised measures without adjustment to the individual fizzle out 
completely. (A04:093) 

 

CEO04´s company used coaching, mentoring, 360-degree feedback, and so 

forth, and CEO04 emphasised that they applied all initiatives in a very 

situational manner with strongly individualised development programmes 

(A04:090). 
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To summarise, the participating companies used a multiple set of MD initiatives, 

with the emphasis placed on learning-by-doing and internal MD initiatives with a 

link to the workplace in order to enable the participants to transfer their 

knowledge into practice. In addition, the medium-sized and larger companies 

used coaching, mentoring, individual MD programmes and pointed to the need 

to apply individualised development initiatives to specific needs in order to be 

effective. An own academy or training department was only to be found in the 

large companies. The effectiveness of the MD initiatives and manners in which 

this was evaluated, is presented in Chapter 4.3.1.3. The next chapter describes 

the recruiting strategy in the participating companies. 

 

4.2.2.4 Recruiting potential Managers 

Recruiting of potential managers occurred in two ways: hiring from the existing 

workforce within the participating companies or from outside the company.  

 

As reasons for recruiting from internal resources CEO11 mentioned that it was 

important to offer career opportunities for existing employees in order to 

motivate and retain them (A11:055). He stated that they would never recruit 

someone from outside the company for a management position (A11:055). In 

contrast, CEO10 could imagine recruiting from external sources despite the fact 

that he gave preference to internal sources and mentioned that “if possible, then 

we always recruit them from our own workforce” (A10:110) depending, last but 

not least, “on which potential managers the company has” (A10:198). CEO08 

followed a similar stance, stating that they recruited “more from internal 

resources” (A08:058). He added that there was no divisional manager who was 

a direct recruit from the market. Although some had moved into these positions 
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after a relatively short period because they had entered the company with a lot 

of external experience, they first had to perform a minimum of six months in a 

business development controlling position in order to become acquainted with 

the market, colleagues, services and internal work methods (A05:058). 

 

CEO13 stated that although his preference was for internal resources, he 

highlighted that in times of growth it was not possible to develop every manager 

oneself (A13:038) although recruiting someone from outside the company was 

riskier than developing a manager from internal sources over several years and 

knowing him very well (A13:038). CEO14 indicated that they always tried to 

recruit managers from internal resources because internal staff had knowledge 

about the office and also about the projects executed (A14:038).  

 

In contrast, CEO12 pursued a proportional approach. He reported that “two 

thirds are recruited from internal resources” because they wanted to offer 

development perspectives to their own staff, in the process offering the chance 

to move “from rags to riches” (A12:042). He further stated that one third was 

always recruited from external sources because they also needed  

… a brisk wind, especially from people who come from different branches 
and who bring knowledge and experience from larger companies with them 
… which we lack since we simply expanded into this in the last years. 
(A12:042)  

 

In his view the mix was important because this lead to heterogeneous and 

constructive brainstorming among the divisions (A12:042). 
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Similar to CEO12, CEO04 explained that it was part of their mission statement 

that they wanted to recruit half of their management positions from internal 

resources and the other half from external sources (A04:026): 

The people coming in from the outside appreciate the company more than 
those who have worked in it for a long time. One becomes very critical, 
very - I would almost say ´spoiled` – to appreciate that which one considers 
as an asset if one has such a company. And then it's always very pleasant if 
someone comes in from the outside and utters a corresponding 
appreciation. And someone who has simply learned coming from very 
different circumstances to also asserts him/herself. We find this to be an 
excellent combination. It works. As long as one grows, one has no other 
option, because not everyone who is part of the staff has the ability to 
develop further. (A04:026) 

 

CEO02 took no clear position on the question from where he recruited his 

managers. He answered: 

For me it’s not a question of external versus internal, just as it isn’t a 
question of dark skinned versus light skinned, or female versus male. Such 
questions are actually of no interest to me. I personally believe that one 
can’t manage only with internal appointments, because every now and 
again one simply needs to bring in some new blood, which is a problem for 
many medium-sized companies. (A02:031) 

 

However, he mentioned that the disadvantage of recruiting only external people 

was also problematic, because to maintain a certain company tradition, the 

company was required to keep the company culture stable, unless it wanted to 

fundamentally change it (A02:031). A further disadvantage of external recruiting 

was that it had a discouraging effect on internal candidates, if not properly 

explained (A02:031). In case of doubt he tended towards internal appointments. 

He pointed to the difficulty faced by trainees wishing to become managers, 

namely that their image in the organisation had to change from being a mere 

assistant. In his view  

… it’s easier to come into the office on the first day and already be the boss. 
I don’t then have to become that in the eyes of other people, I am it already. 
I obviously have to confirm that impression. (A02:032)  
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CEO06 distinguished between two phases; as a small company they initially 

developed exclusively from internal resources whereas with rapid growth he 

recruited competent managers from outside (A06:061). 

 

Interview partner 07 reported that their strategy for recruitment relied on using 

internal resources mainly by developing future managers through internships 

and students with the advantage that both, the business and the students, can 

become acquainted with each other because, for his company  

… it is important not to get these job-hoppers but rather real supporters of 
ours who represent our company… This has to be built up and one needs 
to have the right people. (A07:209) 

 

Therefore, at present the company still recruited from the external market via 

head-hunters (A07:209). He added that in the last two years they had employed 

three divisional managers with the knowledge of organisational structures in 

large companies because Company07 required this expertise in order to 

establish their organisational structures (A07:055). 

 

CEO05 stated that the decision was a difficult process and that  

… it does not matter at all, if he or she comes from inside or outside. One 
should select the one who performs the tasks best. And if one has to 
dismiss two other persons because of that, then this is the way it is…. 
Because ´if the head doesn´t fit, the rest doesn´t work.´ That is the point 
where one should not make compromises. And if one does make 
compromises one should be aware of this fact and not expect the 
impossible. (A05:180) 

 

Regarding the methods used to recruit managers from external sources CEO02 

stated that managers were always recruited via commercial employment 

agencies who placed the advertisement and performed the initial screening of 

candidates (A02:084). CEO13 stated that they used the classical methods such 
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as advertisement, online databases, and asking acquaintances and friends if 

they knew somebody who was looking for a new job. He added that  

… once there is the need, it is almost too late and one needs someone the 
next day. In this respect big pressure exists that one tries to hire people by 
making cold calls or to headhunt someone. (A13:018) 

 

CEO12 mentioned the importance of projecting the reality within the company in 

order to avoid a newly employed person leaving the company after three 

months because he or she had a totally different picture of and expectations 

from the company (A12:042). 

 

Although recruiting from internal sources has certain advantages such as 

trustworthy personnel who know the company and are familiar with the services 

and customers, in phases of strong growth it is not possible to satisfy the need 

exclusively from internal resources. External sources can also be beneficial in 

terms of bringing in new knowledge and experience and innovative ideas. 

 

4.2.2.5 Identifying and Selecting Managers 

Identifying and selecting future managers was mostly one process and not easy 

at all (e.g., CEO04 stated “the biggest challenge was to identify managers”, 

A04:015). As a criterion for the identification and selection of high potentials and 

future managers, gut feeling played an important role for the CEOs and 

managers in all participating companies. Further criteria mentioned were social 

competency, knowledge and experience, personal fit (candidates who resemble 

the CEO in assumptions, values and beliefs). It could also happen that 

candidates were appointed to a management position because they were in the 

right place at the right time, although this created problems for instance in 



172 
 

Company07 because “with an increase in growth … one day one is simply 

confronted by ´the problem´ sitting there” (A07:045). The issue of limitations of 

development will be further addressed in Chapter 4.3.2.1. 

 

CEO04 reported that at the beginning experts had been chosen for 

management positions, but, in hindsight, he reported that this had not been the 

right strategy. Experts were not necessarily the best managers: 

The biggest mistakes that we made at the beginning were to believe that 
people with great know-how in their area of expertise – “experts” – as we 
still call them, that they would be the ones to have the best management 
capabilities. Somehow that is quite traditional. But we felt this quite clearly.  
This resulted in a whole number of problems. (A04:20) 

 

CEO01 mentioned that two of his key staff members joined the company due to 

their knowledge and experience (A01:054). CEO02 expressed himself similarly 

and stated that a prerequisite for growth was to recognise the abilities of the 

staff and the structures that he had in place (A02:009). 

 

Gut feeling was mentioned many times in this research as an important 

management approach and is used as common method to identify and select 

future managers. CEO04 stated that “in the end, out of all the systems the one 

that is still the most reliable is the one in your gut where you say, this works, this 

doesn't” (A04:052). He added  

How do I recognise people's potential? Because, we don’t receive them 
tailor-made from the market; instead, we survive by continuously furthering 
the education of our own people and that we are able to distinguish who 
has which potential, which is often done on the basis of gut feeling. 
(A04:053) 

 

CEO05 shared this viewpoint and pointed to the aspect that managers should 

not be foreign bodies or friends. In his view 
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… the gut has to decide. The gut has to say ‘Yes, this is the person I like’. 
That is a very important thing in my view. Otherwise it doesn´t work. 
Because one works very closely together, one needs the highest measure 
of trust. (A05:169-170) 

 

He added that he noticed the potential of someone  

… at the moment when one allocates tasks that are not part of everyday 
business, tasks that require a certain creativity and ability to improvise; this 
is where the wheat is separated from the chaff – very, very quickly. 
(A05:082) 
 
I expect of managers to think for themselves… Managers have to be able to 
think creatively and to find solutions for tasks with which they had never 
been confronted with before. (A05:090) 

 

This point of view was shared by CEO08, whose answer to the question on how 

he identified his managers was: “I just feel it” (A08:061). He said it was all about 

intuition and having the feeling that one could grow into a management position 

based on long-standing observation. “One needs a sense of touch. One has it, 

the other one doesn´t” (A08:062). Whereas someone could be identified as a 

potential future manager, before selection the respective situation in which 

someone finds himself should also be taken into account. CEO08 recounted 

that if someone raised concerns because he or she was building a new house 

or expecting the seventh child, it could be beneficial to say “not this year, but I 

will ask you again next summer. But should you refuse the job offer again, then 

I will not ask you a third time” (A08:067). 

 

CEO10 took the same stance:  

I am not someone who is just about the numbers, which are also important, 
but for me my gut feeling is essential. I just need a great working 
environment; I need and also believe that with a large part of our first 
management level I maintain an intensive relationship or even friendship. 
(A10:114).  
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CEO13 echoed this opinion, namely that gut feeling was the basis for decision-

making and for offering someone a management position independent of 

whether he comes from external or internal sources (A13:063). A main reason 

for this was the fact that delegation of responsibility was ineffective if the gut 

feeling dictated against it “because then one doesn´t control and doesn´t 

communicate or exchange ideas” (A13:071). CEO14 admitted also relying on 

his intuition and gut feeling rather than on his logical reasoning (A14:042). 

 

In addition to the special role gut feeling played, a further essential criterion, 

namely social competency, was articulated by CEO10 (A10:122). However, 

while CEO12 saw social competency as important, he also highlighted that a 

disproportionate amount thereof could be disadvantageous leading to the 

inability to take tough decisions (A12:061). Regarding identification he 

mentioned that it is dependent on the situation of the respective business unit 

and of the growth stage. 

 

According to CEO12, at the beginning one rather requires a manager with 

pioneering abilities  

… with fire in his eyes who follows neither company procedures nor 
surrenders, remains on the ball and is possessed by his ideas… Later on in 
the mature phase of the business it is essential to establish structure and 
therefore the go-getter is not needed so much… A transition from the 
pioneer to the inventor occurs which involves further development and an 
increase in productivity. (A12:167) 

 

In contrast to the smaller companies, CEO12 applied systematic techniques 

such as tests and assessment centres, in order to identify managers (A12:042), 

whereas CEO06, emphasised the importance of selecting managers according 

to their strengths and weaknesses (A06:018). 
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CEO11 based his decision on whether candidates possessed competence, 

social skills and personality (A11:065); despite this “one should always try to 

find candidates who tick similar to oneself…. Otherwise tensions are pre-

programmed. It makes sense to have critical discourses albeit on the same 

level” (A11:340). 

 

Even though diverse criteria could be applied in order to identify and select 

managers the overwhelming factor proved to be gut feeling and intuition. After 

having identified and selected candidates for management positions the 

companies were confronted with the challenge of integrating the newly 

appointed managers. The manner, in which this was performed, is described in 

the following chapter. 

 

4.2.2.6 Integration of New Managers 

The integration of newly appointed managers into the existing organisation 

turned out to be a real challenge for all participating companies (e.g., A04:015, 

A10:050, A12:038), especially to acquaint them with the environment and bring 

them into a productive working mode as soon as possible. 

 

Regarding the preparation of candidates for the new management positions 

CEO05 mentioned compulsory basic training for management as essential 

because he actually viewed management as a very pragmatic task (A05:110). 

One or two years after appointment one could see whether the person fitted the 

management position or not (A05:141). Similarly interview partner 09 

experienced that his CEO transferred basic tools required to his managers 
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which included, for example, a mutual understanding of the leadership role and 

different management styles (A09:060). 

 

CEO08 also prepared his candidates, but not in a formal manner. He saw 

himself as the “trainer-in-chief” in the process explaining to his managers how 

he wanted different units to be run and ensuring that the newly appointed 

managers got a solid understanding of financial figures, cost structures, 

turnover and profit-/loss-forecasts and profitability calculations. He 

accompanied his managers from the start and throughout the first months of 

planning and forecasting thus giving them practical advice and guidance 

(A08:067). He added that he placed a high premium on trust, and found that, in 

some cases, it took considerable time for the penny to drop (A08:130). In his 

view the switch in the way of thinking, that is, the change from operative to 

strategic thinking, is the most difficult aspect of integration (A08:042, A08:088). 

For example, a particular project manager enjoyed the challenge of problem-

solving for customers and was proud of the development of individual technical 

solutions which led to appreciation on the part of the customers. In contrast, as 

the divisional manager, he had to learn how to enjoy managing the division as 

such and leading his staff in order to motivate them to develop good solutions 

for customers. In his new capacity the divisional manager was confronted by 

customer complaints regarding price, time schedules and quality, and became 

the buffer between the customer and the company. In the process he took 

responsibility for the work of his staff and blocked them off from customer 

complaints (A08:089). This change was not easy for them and “I can empathise 

with my managers about the challenges posed by changing roles and I know 

that I also ask a lot of them when I promote them” (A08:089). 



177 
 

CEO11 ensured successful integration through a mentoring process. Every new 

manager was allocated a “godfather” (mentor) (A11:197). 

 

In contrast, CEO14 assumed that a manager appointed from internal resources 

was expected to know how management worked since he had had a long track 

record in the company and had learned through daily experience (A14:050). 

 

An essential aspect of integration was the awareness of the importance of 

integration at team level based on the assumption that every individual 

possessed a strong sense of belonging and being assimilated into the group. As 

soon as a candidate from internal resources was promoted to a management 

position his former colleagues turned into being his subordinates resulting, 

naturally, in a situation of not being a peer of theirs anymore. Therefore, the 

CEO had to take care to offer the manager a new affiliation to the existing group 

of managers (A09:100). Interview partner 09 used the metaphor of a boat to 

illustrate this transition:  

And once the change onto the new ship is successful …yet one remains 
connected with the bridge of the former boat,  retains holding the steering 
wheel strongly in one’s hand, and if one always steers the boat in which 
one’s own crew is sitting and for whom one is responsible, … then not much 
can happen. But in terms of personality development this is the most 
important step that one has to embark on. (A09:100) 

 

Integration of new managers was perceived as crucial in order to get the newly 

acquainted managers quickly into a productive working mode. Despite active 

mentoring and support on the part of the CEO it could be observed that this 

process took a minimum of one year. 
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4.2.2.7 Retention Management 

Retention management enjoyed particular focus which was not surprising in 

view of the fact that in growing SMEs, firstly, the increase in the number of 

employees also required an increase in MC and, secondly, SMEs cannot pay or 

afford the same salaries as large organisations. In the companies under 

investigation different processes and activities were put into place in order to 

keep their key personnel and qualified managers. At the participating 

companies the factors playing a role in manager retention were, amongst others 

motivation through the creation of a supporting work environment, fair payment 

and compensation systems, rewarding success, offering benefits and the 

participation of managers in the company’s success, job satisfaction, work-life 

balance, for instance, through part-time work, flexi time, home-based work with 

the goal that managers did not just remain with the company due to their 

employment contracts but rather due to their loyalty, their identification with the 

respective company (A10:076) and the willingness to stay with their employer. 

 

To the question of which tools they used for manager retention Interview partner 

05 replied that  

… some of my managers asserted that they could earn more money at 
another company and would also have more career opportunities. But what 
all appreciate in our company is the great opportunity to combine private life 
with their profession. (A05:135) 

 

He continued, “I have no problem at all if a manager comes and asks for 

parental leave… or if the wife is ill so that he can do two weeks of home 

office…somehow we have always found a way” (A05:135), and concluded that 

the main reasons why people stayed in his company were, on the one hand, the 



179 
 

flexibility to combine job and family and, on the other hand, the open and honest 

way of dealing with each other (A05:140).  

 

For interview partner 09 the large space to manoeuvre, decision-making power 

(A09:073) and also the attractive work environment (A09:023) were what 

motivated him to stay. CEO01 confirmed this view explaining that “giving them a 

large measure of decision-making power to participate in business processes 

and also to motivate them” were essential for him (A01:154). 

 

For CEO10 growth was a crucial factor to retain his managers since growth also 

offered opportunities for further development: “They know the business as 

growing permanently. I would rather ask the reverse: ´What would become of 

my or our managers, if at some point we stopped growing like this?´” (A10:022).  

He followed the strategy not only to cut his managers in (“I am willing to share 

the success of the company with those that deserve it” (A10:190)). In addition 

he made five of them shareholders in the company (four managers were 

allocated 1% of shares, whereas one manager was allocated a shareholding of 

2%). 

And with two of them, who could not have afforded this financially, at some 
point … I placed a stack of money in front of them and said, with this you 
can acquire your share of "Company10”... I mean, these are the kinds of 
things which on a high emotional level tie in the people. And in doing so, I 
don’t worry at all about these people (possibly leaving the fold). And, of 
course, they are approached by head-hunters or by other people in the 
market, but I don't at all doubt them staying. (A10:180) 

 

A further emotional action to link his managers to Company10 was by providing 

them with a company car. The manner in which CEO10 executed this was 

impressive: 
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Three and a half years ago I invited the first management level. We were 9 
at the time, exactly. I invited them and we drove to the south of Germany 
and I told them we are going to do outdoor activities, leadership, etc. And 
then on the Friday … I said, let's see how they do things at Audi — 
… So we went down to Neckarsulm, etc., and went on a tour of the plant 
and so on … Then later we were standing in the reception area and at 
some point ´Company10´ was called for the handing over of the company 
cars. Our people didn’t even notice this. All nine didn’t know that on this day 
they would be receiving a company car from us.   
Our trainer was with us, and at some point he turned off the camera 
because it was such an emotional situation. Our guys, project leaders, were 
standing there crying. They were crying. In my entire life that has been one 
of the best presents ever, or maybe even the best present, which I could 
have given to myself. But you can’t repeat that. Now we are in the habit of 
giving them new cars every three years. Which is completely okay. But to 
do it in such a way that none of them knew, that was a great moment. 
(A10:182-184) 

 

Another instrument for manager retention was team-building events. Interview 

partner 07 reported that they organised regular activities together with all 

managers such as rafting and that they invested time and money in such events 

(A07:284). 

 

For CEO11 essential tools to keep their managers were, on the one hand, 

profit-sharing based on their own work results and not on the operating income 

of the company (A11:165), and, on the other hand, a concomitant climate within 

the company while also taking special care that newly hired employees fit into 

the company culture.  

Social skills are almost more important for us than technical skills because 
we don´t want to destroy this. And we have zero loss to competitors, but 
loss to customers you cannot avoid completely. Conditions in which people 
find themselves change continually. (A11:202) 

 

CEO08 also rewarded his managers financially in the company´s success. A 

divisional manager was provided a fixed salary of 70% of his target payment 
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and the other 30% were determined by turnover volumes in his division 

(A08:054). This ensured engagement and motivation for further growth.   

 

CEO12 reported that in terms of management and employee retention they 

defined loyalty as an important goal. They no longer conduct surveys of 

satisfaction but, rather, surveys of loyalty and engagement. They do this by 

asking whether employees would recommend the company to best friends and 

acquaintances (A12.115). They try to establish employer branding in order to 

retain and also to attract interesting applicants who are needed for further 

growth (A12:123). 

 

When the author asked CEO02 how he saw the danger of losing good junior 

staff, he answered:  

I don’t see it at all. … I believe that when a member of staff is ready for a 
promotion he or she will notice that for themselves relatively quickly. When 
they notice that, then they also want it. And that means … I can either offer 
them something, in the best case scenario that’s great, I can keep them on 
board, or… they leave of their own accord when we don’t offer them 
anything, because I don’t know of anyone who wants to permanently work 
below their potential; people sometimes will for family reasons or because 
they are not prepared to relocate, etc., but these days those reasons barely 
hold any clout. (A02:026) 

 

This implied a very rational view. In contrast to most other participants CEO02 

is not particularly worried about retention management. A further aspect was 

mentioned by CEO05 who emphasised  

… we cannot establish too many chiefs. We also need people who simply 
work on a project and … don´t have particular development ambitions every 
day and who don´t aspire to managerial positions. Someone has to do the 
work. And therefore, a certain fluctuation is quite a healthy thing. (A05:102) 
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Management retention enjoyed a central position in most companies. Various 

methods were employed to ensure managerial staff remaining with the 

company and also ensuring a high level of identification.  

 

4.2.2.8 Career Management 

The participating companies offered their employees a range of opportunities 

for career development, however, rarely through formalised programmes and 

more generally through work-assignments and learning-by-doing. Their strong 

business growth lead to constant change in the organisational structure, which 

had to adapt to new situations, for instance, the number of employees 

increased, new business units were established, teams were divided into 

several other teams, and certain functions were grouped together and a new 

department established, which created plenty of opportunities for personal, 

professional and career development. Therefore, the risk of managers gaining 

the feeling of being ´stuck` on a particular career level seemed to be very low in 

growing SMEs.  

 

CEO05 stated that in order to offer career opportunities one has to grow 

(A05:078). CEO06 emphasised that independent of age or appearance his staff 

can get promoted (A06:072). 

 

Several of the respondents emphasised that the opportunity of moving up the 

career ladder independent of where they started, existed. CEO11 elucidated 

“I can even start here as a student and eventually make it to managing director” 

(A11:083). This was especially important since there were several people who 

pursued fixed career planning and who wanted to achieve their milestones in a 
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certain timeframe. Similarly, CEO12 placed special emphasis on offering staff 

development perspectives along the line of the motto ´from rags to riches´ 

(A12:042). In the same vein CEO13 believed in establishing a perspective for 

his staff triggering them to the fact that short to medium-term responsibilities 

would increasingly come their way (A13:055). 

 

Interview partner 07 admitted that whilst they did not have a written career 

planning programme in place, career planning as such for management 

positions and normal co-workers was clearly borne in mind and also discussed 

with the respective staff and also supported by certain development initiatives 

(A07:036), for example, providing the opportunity to do a master’s degree part-

time (A07:173) or pursuing seminars and training in personal- and leadership 

skills development.  

 

CEO04 reported that one of the biggest mistakes they had made at the 

beginning was to assume that a good expert is also a good manager. Today, in 

Company04 there were two different career paths: one was to become a 

manager in the classical sense with responsibility for personnel; the other was 

to become an expert in the field (A04:021). The strategy of CEO4 was to give 

these experts higher visibility within the company since they also sought power; 

this could happen for instance through the use of titles, opportunities for holding 

presentations, allocating company cars and other advantages in order to 

differentiate them from others if not through headcount. He emphasised that this 

was the central lesson they had learned. “And here our company is fully aware 

that it is important to address this” (A04:022).  
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In Company10 one career step was to move progressively from being a 

´godfather´ to being a ´coach´, eventually also leading the trainee programme 

which is the classical manner in which they developed their managerial 

personnel who originally started from zero (A10:106). As an example, CEO10 

referred to a young manager who at the age of 28 was already managing 200 

employees in his company (A10:176).  

 

CEO02 reported career management more as an ad-hoc activity which kicked 

in whenever observing that someone had the potential to move forward. In one 

such case he commented, as follows, to his manager:  

I think we have to do something, Eric knows that he’s good; after all, we’re 
always giving him feedback. If we don’t find a more exciting job for him, … 
then we’re going to lose him. (A02:027) 

 

Since growth lead to an increase in MC needed and due to the investment of 

time and money in staff selection and development, it was seen as essential to 

encourage high potentials and managerial staff to stay in the company by 

providing clear career paths and challenging development opportunities. In the 

same breath it needs to be stated that growth encapsulates opportunities for 

managerial career development and companies heeding this challenge benefit 

optimally from it. 

 

4.2.3 Summary  

Chapter 4.2 presented the second of the four major concepts, namely Strategy 

and its categories (1) Growth Strategy and Growth Targets and (2) Strategy for 

MCD with their respective Codes as illustrated in Figure 31 in Chapter 4.2. In 

this chapter the research sub-questions: What – if any – is the MCD strategy of 
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SMEs? and How do these SMEs align their MCD strategy to their growth 

strategy? are answered. 

 

Although written growth strategies could not be identified, all CEOs pursued 

strategic goals and took strategic decisions thereby providing their staff with 

guiding principles and corporate values. The pursuit of an emergent strategy in 

order to remain flexible and to be able to adapt quickly to changes in market 

demand and customer requirements was typical for the participants. Strategy 

creation was an evolving process in which top-management was involved. MCD 

was perceived as being of great importance. As far as the alignment of Growth 

Strategy and MCD Strategy was concerned, the situation differed from company 

to company: in some companies the MCD strategy followed the growth strategy 

(A04, A07, A12), whereas in one company the MCD strategy formed an integral 

part of the growth strategy (A10), whilst in yet another company the growth 

strategy followed the MCD strategy (A13) and in certain companies there was 

no alignment at all. 

 

The category Strategy for MCD was presented in Chapter 4.2.2. After 

describing how MCD Strategy evolved in the participating companies, the main 

parts of the MCD strategy were addressed, namely: assessing MC-needs, 

recruiting potential managers, identifying and selecting managers, retention and 

career management. 

 

In most SMEs MC-needs were assessed subjectively instead of using an 

analytical approach. Recruiting as such was done from internal and external 

sources due to phases of strong growth where it was not possible to satisfy all 
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needs exclusively from internal sources. Furthermore, external sources were 

perceived as beneficial to some extent due to the acquisition of new knowledge 

and experience. The identification and selection of potential candidates took 

place mainly on the basis of gut feeling and intuition. The integration of the new 

managers was perceived as crucial since this enabled them to achieve a 

productive working mode as soon as possible. Management retention and 

career management enjoyed a central position in most companies since growth 

lead to an increase in MC and managerial resources were limited. 

 

In the next chapter the third major concept, namely Adoption of MCD with its 

specific categories and codes is presented. 
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4.3 Adoption of MCD 

The concept Adoption of MCD consists of the two categories Implementation of 

MCD Strategy and MCD Challenges. The emerging codes of those categories 

are illustrated in Figure 33. The manner in which the implementation of the 

MCD strategy took place and which difficulties arose as such during the 

implementation process is outlined in this chapter. Furthermore, this chapter 

addresses the research sub-question: How do growth-oriented SMEs 

implement their MCD strategy?  
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Fig. 33: Emerging concept Adoption of MCD with its categories and codes  
  

 

Adoption 
of MCD 

 

Chapter 4.3 

MCD 
Challenges 
(A_MCDD) 

 
 

Chapter 4.3.2 
 

A_MCDD_03_Lack of Motivation for Nurturing Talent 

A_MCDD _04_Lack of Time as Hindering Factor for MCD 

A_MCDD _05_Time Required for MCD 

A_MCDD _06_ Aspiration to Management Positions 

A_MCDD_01_Limitations of managers to develop further 

A_MCDD_02_Change of Tasks and Responsibilities 

Implementation 
of MCD 
Strategy  

(A_MCDI) 
 

Chapter 4.3.1 
 

A_MCDI_02_Responsibility for MCD 
 
A_MCDI_04_Evaluation of MD Initiatives 
 

A_MCDI_01_Performance Reviews and Appraisals  



188 
 

4.3.1 Implementation of MCD Strategy  

Strategy implementation is “the successful implementation of strategic 

decisions” and “demands compatibility between technologies, managerial 

processes and practices, and matching management talents to environmental 

imperatives” (Flood et al. 2000, p. 2). Research suggests that implementation of 

strategies is quite a difficult and challenging process. For example, Flood et al. 

(2000) emphasised that the most important problems were “not in strategy 

creation but in strategy implementation” (p. 2).  

 

Implementation also provided a challenge for most participants of this study and 

does not appear to be only an issue for SMEs. Even CEO12, whose company 

has in the meantime grown into a large company, reported that the one or other 

gap existed between strategy and how things were being implemented in 

practice (A12:107). 

 

When asking Interview partner 09 how they experienced the implementation of 

their MCD strategy he answered with a laugh “Well, I don´t know which dance 

style it is where one always takes two steps forward and then one step 

backward” (A09:065). He further explained  

… there are different leadership competencies of the divisional managers 
and therefore different speeds… We mutually agree on targets… but this 
doesn´t mean that we achieve those. That is a question of discipline and 
time… Once a manager reaches the target and sets an example others can 
see that they didn´t focus on this target. Then it is important not to start 
discussing, but rather to pursue the agreed targets earlier… This is the 
manner in which we move forward in small steps… Some get reminded that 
they didn´t execute their plans when they see that others have achieved 
them already… Not a serious worry. But it is important that they start 
executing it then. Therefore, setting an example, letting others live, allowing 
learning, reflecting and constantly putting plans into action. (A09:066) 
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Implementation was experienced as a process that required pro-activity from 

managers, and not something that necessarily happened automatically. Despite 

the mutual definition of goals it took a certain amount of time before agreed 

upon goals and development strategies were implemented by all managers. 

Some of them even lost their focus on a target due to busy daily operations 

(e.g., A09:066). One tool to ensure that agreed targets were pursued, was 

through performance reviews and appraisals of managers which are described 

in the next chapter. 

 

4.3.1.1 Performance Reviews and Appraisals with Man agers  

The main tool for implementing MCD strategies, and for ensuring that targets 

were pursued, was an evaluation of manager performance through performance 

reviews or annual target meetings. In these reviews the achievement of set 

targets and results were evaluated and target agreements were defined for the 

next period.  

 

The importance of goal-setting and performance management in strategy 

implementation was also emphasised by Flood (2000, p. 5). According to 

Gilmore and Williams (2009, p. 155), performance appraisal is based on 

adequate feedback on performance, clear attainable objectives, and 

involvement in the goal setting. These principles were found in companies 02, 

03, 04, 05, 07, 08, 09, 10, 11, and 12, which all applied annual performance 

reviews.  
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CEO06, today a large company, focused on a continuous exchange. He stated 

“One has to dive into the content, not rely on formal systems…. Managers have 

a meeting with me once a month; that is enough for me… Except those who 

have problems. One has to supervise them more intensely” (A06:127). CEO06 

reported that in those meetings he gave feedback on his managers´ strengths 

and weaknesses and also evaluated the results which served as the basis for 

quarterly bonus payments (A06:104). 

 

Company07 introduced the performance review only a few months before the 

interview took place. CEO03 explained that they had introduced it as early as 

when implementing the ISO9001 system and CEO12 reported “with 

performance reviews we started quite early. We established this already in the 

first five years” (A12:154). All of those companies also had a target agreement 

system. 

 

Some examples of comments from those who had a formal appraisal system 

were: 

We’ve also added annual meetings within the framework of the quality 
management process. That is something we did discuss in the past for 
about 10 years, saying that it was something we should do, but we never 
did it systematically. And now we do, and it’s good... We took external 
questionnaires and fitted them to our needs by adapting them during the 
first couple of meetings. (A03:086) 

 

This demonstrates two aspects: firstly, the difficulty of implementation and that it 

takes time to execute plans, and, secondly, that continuous improvement and 

reflection, as well as adaption, were part of their strategy. To the question “How 

did the staff react to that?” CEO03 answered: “It is taken very well. It’s clear to 

see that levels of satisfaction are a lot higher” (A03:090). 
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CEO04 stated:  

We have a formal system of performance appraisal and we also have a 
clear, relatively simple result allocation – at least on the divisional level. It is 
about the contribution margin. Done. Otherwise they have all the liberties 
they want. (A04:058) 

 

Interview partner 07 reported “Recently, we introduced performance appraisal 

meetings which take place half-yearly. And our managers have been trained to 

conduct such meetings…” (A07:036). He emphasised “It is not about salary. It is 

quite obviously not about salary negotiations, but rather about what the 

development needs are, and how the collaboration within the team is” 

(A07:132). Furthermore, he mentioned “And in the space at the bottom of the 

form one writes down the development needs and how this gap could be 

closed…. Based on this, individual development initiatives are performed” 

(A07:137). 

 

Interview partner 09 mentioned that they had introduced a strict target 

agreement system for everyone based not only on monetary incentives, but 

also, on development and qualification criteria. “All target agreements are 

derived from the annual overall company targets to specific departmental 

targets and from there to the personal targets” (A09:039). 

 

The afore-mentioned comments showed the link between target achievement in 

terms of development and qualification, and organisational goals. In order to 

support the pursuit of the targets management conducted milestone meetings: 

Milestone meetings are held in order to evaluate intermediate results and to 
work on the targets so that they can be achieved and in order to avoid those 
targets being forgotten only to be confronted by them at the end of the year. 
I think it is an important task of managers to supervise their employees so 
that they remain focused on their targets and that they can achieve them. 
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Otherwise they are frustrated and don´t really identify with their target 
agreements and those meetings. (A09:044) 

 

The comment above highlights the inherent danger of target agreements 

remaining paper tigers but not being put into practice – not only due to the lack 

of implementation, but also, due to the frustration of the manager receiving a 

bad assessment of his performance which, in turn, is demotivating and leads to 

the questioning of the performance management system. 

 

Regarding the organisation, he explained that he received the date of the 

meeting and forms from HR so that the meetings could be conducted 

effectively. With some employees he had to meet quarterly since they needed 

more leadership support (A09:083). 

 

CEO05 reported that in general they had installed such a system but not for top-

management level. To justify this, he stated “I prefer that my managers come 

directly to me if problems arise, instead of waiting until the annual performance 

appraisal meeting takes place” (A05:135-136). He mentioned the risk of 

confronting the employee with a mirror which sometimes leads to the self-

awareness that they were further away from where they thought they would be. 

“That is not always good. We had some destroyed dreams” (A05:102). 

 

CEO10 reported that they performed target meetings once a year and that in 

those meetings they defined qualitative and quantitative annual targets 

(A10:132). Similarly CEO11 said that they conducted such a meeting at least 

once a year with every employee where the goals of the employee were 

reviewed, whether these were in congruence with the company goals and that 
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they tried to merge them (A11:046). CEO12 mentioned that they conducted a 

strategy meeting with all managers which included reflection and evaluation at 

least once a year and in some cases even twice a year (A12:079). 

 

In contrast, Company01, Company13, and Company14 had no formal system to 

evaluate performance; instead they had a continuous review during the year 

with timely feedback. CEO01 replied to the question: “Do you hold annual 

meetings with target agreements?” as follows: 

No, no annual meetings. But these 4 people, we sit together every day. 
Daily from nine to nine thirty. We try to squeeze it into half an hour. Here 
very important daily problems are discussed and immediately 
communicated by us saying we have this and that problem, then we put our 
heads together and think about it, and they then should try to solve it within 
a specified time-frame. Then there is also follow-up information about 
whether and how it was solved …Year-long tasks can also arise out of 
these. … Tasks are recorded and remain on the agenda. (A01:067) 

 

Despite the absence of a formal annual performance review, target agreements 

were defined and achievement controlled, however, on a weekly basis in 

meetings the content of which was noted in the minutes.  

 

As part of the development process, and in addition to the form of the annual 

target meetings, some companies (03, 04, 05 and 10) used a skill-matrix in 

order to identify gaps between skills and competences available and the ones 

needed to perform certain job roles today and in the future. This served as 

another basis for the assessment of MCD-needs and for the introduction of MD 

initiatives.  
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CEO03 stated  

We now have a skills matrix with respect to staff development. We’ve 
defined skills that we require as a company… This matrix is updated once a 
year and from this we deduce which areas, and specifically which people in 
which areas need to improve their know-how. From this, we deduce the 
final measures in the form of a training plan. (A03:082) 
 
The skills matrix is accessible to every member of staff, and the cover 
arrangements have to be explicitly displayed. (03:106) 

 

CEO04 mentioned: 

In our case it is an Excel-file. In it there are 20 business units, their sizes, 
the number of skill levels that they contain and where one could say: we 
have these people and some of them could be developed further. (A04:077) 

 

CEO05 described “We have documented for all divisions which competences 

we expect, and those are also discussed and evaluated in the target meeting on 

how those are met by the employees” (A05:098). He also admitted “But it is not 

yet completely satisfying in terms of further development. The employees, 

justifiably, then say ´and what does it help me when I know where I am, if I don´t 

know how to achieve my targets´” (A05:094). 

 

CEO05 added that this is mostly due to capacity reasons. Plans are there but 

the execution is challenging. 

 

Interview partner 09 explained that they were in the process of the 

implementation of such a tool.  

We already have digital personal files…. and in those personal files we will 
also include a skill management now… The concepts for it are there, we 
have written them… now it is a question of implementation… I don´t want to 
quote the example of ´the shoemaker´s son always goes barefooted´ - it is 
simply a question of setting priorities and where to allocate the resources. 
(A09:083). 
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This confirms once again how difficult it is to put plans into action and to 

implement certain strategies. 

 

CEO10 reported that in the area of staff development all data is gathered 

through information technology.  

We know exactly what each employee has done, and on which projects 
she/he has worked. We know which coaching she/he has taken part in. If 
for example a coaching is not extremely successful, then there is a long-
term coaching option. Then she/he is coached at least once a week. And all 
of this is recorded on a system where we can see exactly which training 
measures she/he has been part of. Then there is a kind of corresponding 
“driving license”. One has to complete it in order to be able to qualify for 
other jobs within the company. (A10:102) 

 

In most companies formal performance reviews and target meetings were 

applied. Only three companies applied a more informal approach: instead of 

formal annual target meetings they used regular daily or weekly meetings where 

tasks and targets were agreed, expectations clarified and the achievement of 

goals agreed. Independent of performance review systems, all of the 

participating companies shared an open dialog with their managers and regular 

feedback which provided a basis for further development and for the 

identification of development needs. Some companies used a skill matrix which 

served as another platform for the assessment of MCD-needs and for the 

introduction of MD initiatives. Regardless of the plans and target agreements, 

the implementation of these activities remained difficult and required significant 

time. 
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4.3.1.2 Responsibility for MCD and Staff Developmen t 

Making implementation work was seen as a challenging process despite 

managers mutually agreeing upon targets. In addition to the performance 

reviews and appraisals, a clear definition of responsibilities for MCD and staff 

development including financial budget were applied. 

 

CEO01 stated that the managers had the direct responsibility to take care of 

staff development (A01:125) and added that they did not have an HR 

department: 

I don’t know if we need one, we simply don’t have one. As I said, my 
management staff, my 4 key people – as I always call them - they come to 
me with their requests and ideas. And we just solve it like that, operatively. 
(A01:108) 

 

When questioned about what they were doing to keep on developing, he 

answered: 

Ms A. or our secretary always obtains information about training 
opportunities. Along with these they also make suggestions themselves of 
what they would like to do, and so do other employees. So there’s always 
then a short decision procedure amongst them, and Ms A. might then 
suggest to me that we should have a refresher English seminar, or 
something similar. And that will then be approved, or the question asked, ´Is 
that necessary now?´ But we find it really great when it comes from the staff 
members themselves. (A01:062-063) 

 

CEO02 reported that they had just employed a new HR person who was to 

support staff development (A02:088). In his view it was a necessity for each 

manager to be responsible for the development of his or her employees. He 

stated “That’s a compelling premise… HR can provide the tools, or coach the 

coach, but in our context HR can’t very well develop 300 members of staff here 

on site. How could that possibly work?” (A02:92) He also commented that “staff 

development is the task of the managing directors” (A03:081).  
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CEO05 held a similar stance and explained that they did not have sophisticated 

programmes and that he himself took care of MCD (A05:110). He further 

emphasised 

In this regard I expect creativity and pragmatism instead of ‘Please give me 
a course on how to become a manager’. This doesn´t work. A large 
company might do that. They have sophisticated talent management 
programmes. But in our company it is slightly different. I think the manager 
is also required to think like an entrepreneur. (A05:114) 

 

And he added that an HR department would not be established in the near 

future (A05:123). 

 

In contrast, CEO04 had an HR department. In his view “HR must be the enabler 

for the managers, in order for them to perform staff development” (A04:81). “An 

important leadership task is to develop staff… Methodology, instruments, and 

tools come from HR and it is the manager’s task to fill these with individual 

plans” (A04:082). 

 

CEO06 also reported that his company had an HR department and its own 

academy, but each business division together with HR decided which managers 

were selected to go to the academy (A06:155). 

 

CEO08 reported that “staff development is the responsibility of the divisional 

managers. It is a leadership task” (A08:025). HR provided the contract and 

personnel master data, the rest lay within the responsibility of the divisional 

managers (A08:54). When the researcher enquired “Who is responsible for the 

development of the managers?” CEO08 replied: 

The divisional managers are done. They have reached the end of their 
careers. …. They are not developed any further; they have to earn the 
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money. Nobody takes care of their development. Well, they take care of it 
themselves. If they have the need or wish to develop further it is in their 
responsibility to plan this. And they don´t need to ask anybody. (A08:29) 

 

Similar to CEO08, CEO12 stated that it was the task of the managers to 

develop their employees (A12:075) but that the managers themselves were not 

developed, they were responsible for their own development. “It is their own 

responsibility. HR fulfils the role of being a sparring partner and coach….” 

(A12:056). The development of staff and talent is done by the strategic 

personnel development department. They work together with the universities 

(A12:071).  

 

In Company10 a trio of actors took care of staff development which consists of 

“the supervisor, the training department and the HR department. They … must 

work in a very integrated manner at this point” (A10:106). 

 

In terms of allocating funds for staff development CEO04 reported that they had 

such a budget but that it consisted of “just a rough estimate for financial 

planning purposes. Special cases always justify special expenses. Staff 

development is not the area where one is seen to be smart when saving 

money” (A04:066).  

 

CEO06 also allocated budgets for the academy and for the divisional managers.  

 

Interview partner 07 explained that they defined the required budget per 

business year and that this was usually authorised” (A07:169). There were no 
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strict rules for that. Company07 also reimbursed part of the costs for further 

studies of employees but only upon submission of the results (A07:201). 

 

CEO08 explained that the budget for further development was created by the 

divisional managers themselves.  

They form a profit centre. And everything they spend is at their own 
expense. They can save up money. They can treat themselves to further 
development. (A08:037) 

 

CEO11 stated that they don´t have a budget for personnel development.  

We have controlling and we know what we spend, of course… We never 
send anybody on a course as a last minute measure to exhaust the budget 
as is the case in many large companies. (A11:294) 

 

In contrast CEO12 reported that they assumed that each manager was 

sufficiently self-motivated to develop himself and his department further. The 

manager possessed a budget for this and could use it arbitrarily. 

 

To summarise the above, data suggested that it was primarily the task of the 

managers to develop their employees, even in those companies that had grown 

into larger ones and that had their own HR department. Furthermore, the role of 

HR department, if existing at all, was considered as one of providing tools, 

methods and support for the managers in order to facilitate the development 

process. Regarding the development of their managers most CEOs left it to the 

managers themselves to articulate and aggregate their own development 

needs. Specific budgets for personnel development existed in several 

companies but were not regarded as a constraint for development initiatives. 

Rather, managers had a relatively free hand on how to spend it, since it 

impacted directly on their own divisional performance results. 
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4.3.1.3 Evaluation of MD Initiatives 

The evaluation of MD initiatives was recognised as being difficult by all 

participants. MD initiatives´ effectiveness was evaluated systematically in only 

one company, namely Company12. Although the other companies had no 

formal process to evaluate MD initiatives, most of the participants reported that 

they used the annual performance reviews (Chapter 4.3.1.1), observation and 

gut feeling to evaluate the effect of MD initiatives. Furthermore, and as 

mentioned in Chapter 4.3.1.1, in some companies a skills matrix was also used 

and a record of all development initiatives performed by the staff was kept. 

 

The following comments illustrate the difficulty of evaluating MD initiatives and 

serve as examples: 

 

CEO04 explained that they had a formal system of performance appraisal, but 

that they did not have a system to assess the return on investment of 

development initiatives (A04:052). He stated that besides the performance 

appraisal “I don’t have anything else. To claim that he managed this because he 

was learning on the job, or because we sent him on a 4-day seminar - you can’t 

split the two” (A04:058). 

 

Similarly, interview partner 07 reported  

We don´t have anything institutionalised. I reflect on matters together with 
my staff and I also reflect if I have the feeling that they have changed 
somehow. (A07:161)  
 
And half year later one can say ´you´ve changed or I´ve noticed this´. And 
one can reinforce this if one uses it as a motivational instrument. (07:165) 
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Comments from CEO08 supported the above view, and CEO08 responded as 

follows to the question on how he recognised whether a MD initiative was 

successful: 

I don´t recognise this explicitly. I recognise it one or two years later if the 
manager runs his division successfully, if his employees are satisfied, if the 
figures match, if there is no abnormal fluctuation or employees who want to 
move to another division. But which influence the training initiative had on 
this …. how should I know that afterwards? I can rather say that it is not 
wrong to do something like this, but I don´t intend to try and measure it. 
(A08:105) 

 

CEO11 experienced that it made a difference whether someone really wanted 

to participate in a seminar or whether someone was merely instructed to attend: 

Employees who attended such courses and were motivated to do so, there 
you recognise … definite changes here and there. (A11:127) 
 
And after two years one can observe and compare whether in certain areas 
something has changed. (A11:160) 

 

CEO06 also had no explicit evaluation system of his company´s MD initiatives 

and explained that he checked the strengths and weaknesses of his managers 

on a monthly basis in meetings with them (A06:104). 

 

CEO12 stated that  

I think that there is always something one can measure and of course, 
basically it is an evaluation. But we try to measure every topic… And we 
experienced that it is possible to measure a part thereof, … to evaluate it 
and also to discuss it. (A12:348) 
 
Our objective is to achieve tangible progress in 70% to 80% of our issues. 
And if we fail, that we at least find this out and put it to the test together. 
(A12:067) 
 
For us it is not only important to find out if the manager was satisfied with 
the development initiative as such, but also if the initiative contributed 
markedly to his professional success later on… And we check if the 
employee achieves better key performance indicators than before, and, 
comparatively better results than others who did not attend certain 
management training courses. (A12:065) 
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He further described that they evaluated staff immediately after the MD initiative 

and also some months later after the training had taken place. This enabled 

changes to be observed and ensured the application of theory into practice by 

evaluating if there was an improvement in job performance. The objective was 

not to sanction but rather to learn from that experience and to evaluate the 

quality and content of the training initiative (A12:56). In addition they used the 

feedback of the managers and employees - especially in the annual 

performance appraisal meetings - about the effectiveness of certain MD 

initiatives, 360-degree feedback and observation (A12:060-061). 

 

This research found that although most of the participants had no formal 

evaluation system of MD initiatives, they did evaluate the effectiveness through 

an appraisal of job performance and target achievement mostly in the annual 

performance review. In order to adjust future initiatives, a reflection on MD 

initiatives, however, did take place which facilitated learning from development 

initiatives with the goal of transferring newly acquired knowledge into daily 

practice and an effective usage thereof in the workplace. 

 

4.3.2 Challenges with MCD  

Besides the challenge of measuring the efficiency of MD initiatives (Chapter 

4.3.1.3), the difficulties of implementing an MCD strategy (Chapter 4.3.1) and 

the pertinent challenge of identification, selection and integration of future 

managers or candidates for management positions (Chapter 4.2.2) several 

further difficulties associated with MCD emerged in the interviews. These were 

classified into the following six codes within the category MCD Challenges: 
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(1) Limitations of Managers to develop further, (2) Change of Tasks and 

Responsibilities, (3) Lack of Motivation for Nurturing Talent, (4) Time Pressure 

as Hindering Factor for MCD, (5) Time Required for MCD, and (6) Aspiration to 

Management Positions.  

 

4.3.2.1 Limitations of Managers to develop further 

A main aspect regarding MD was that managers who had been working for the 

company for many years, at a certain point in time reached their managerial 

limitations and could not fulfil the demands of their job anymore. Individual 

solutions had to be found. Sometimes such managers had to be overlooked for 

promotion, or even dismissed. These were difficult decisions and the 

participating CEOs placed a high value on finding constructive solutions.  

 

Interview Partner 07 stated that the difficulty of limited development potential 

became especially visible when candidates were appointed to a management 

position just because they were in the right place at the right time. He said, “with 

an increase in growth … one day one is simply confronted by ´the problem´ 

sitting there” (A07:045). 

 

In his view, underperformers have to be removed although he perceived this as 

utterly difficult “because they are involved from the very beginning” (A07:104). 

He admitted that “At the lower levels – we are, I have to admit honestly, 

relatively merciless. If something doesn´t work there, we replace employees. 

We dismiss them” (A07:104).  
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CEO04 held the viewpoint that  

…either he demonstrated development or he was replaced. We often 
landed in precarious situations because of that. This was a real challenge, 
because they are also well-accepted persons. They are almost members of 
the family, because they have been with us for so long. To almost prepare 
an ecological niche for them; this is one of our strengths. (A04:114)  

 

And he continued  

I said before that we often made the mistake of awarding leadership 
positions to experts. We have 5 to 6 people in the company, who we 
involved in a successful operation without loss of face by placing them in an 
ecological niche without leadership responsibilities. We are able to do that. 
But these are not easy transitions for all those involved. (A04:115) 

 

CEO11 concurred with this position explaining that he did not know if he always 

had such a good knack for it,  

… but if it doesn´t fit, our ways also separate. We also take decisive action. 
And if anybody´s make-up doesn´t fit to the company, we also dismiss this 
person…, independent of what it costs. (A11:216)  

 

CEO04 illustrated that “in 10 cases one had to backpedal twice” (A04:057). With 

reference to the Peter Principle CEO10 said “We have done this already, 

meaning that we have demoted the people again. As difficult as it is, it makes 

no sense to exhaust an employee at certain points” (A10:167). Over the period 

of 12 years he lost two managers at top leadership level (A10:071). 

 

CEO12 reported that in cases where they identified staff that could not cope 

with the growth anymore or who did not develop in the required manner, they 

tried to find other positions for them or even dismissed them. He argued: “We 

need performing staff who are willing to go along with growth and who are also 

able to do this intellectually” (A12:079). 
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CEO08 reported that they were traditionally a patient and forbearing company: 

“Before replacing somebody and dismissing him or her, all hope must have 

been shed” (A08:131).  

 

A further reason for the difficulty of replacing managers was that  

These are long-term decisions where you can´t move backwards. Nothing is 
more difficult than to demote someone. That doesn´t work actually. 
Dismissing – then one admits own mistakes to others and this is also 
something that one doesn´t like. Nothing is worse than dragging 
incompetent managers along. (A05:176)  

 

The issue of the limited potential to develop further was described by CEO02 as 

follows: “What I always notice is: development always presupposes the 

development potential of staff. Not everything can be developed, and not 

everyone either” (A02:131). He emphasised 

I think there’s a limit to people’s development potential. After all, we’re not 
talking about 10-year old school children, we’re talking generally about 
experienced people with their socialisation behind them, or who at least 
have a large part of their socialisation, their education, behind them. 
(A02:073) 
 
Over the years I’ve experienced time and again that employees naturally 
reach their limits at some point, and that I myself also notice that there are 
limits now and again to what I can manage, where I have to say to myself, 
´You have to change something now, otherwise you simply won’t manage 
the next step.´ (A02:007) 

 

A solution, he said, was either to dismiss underperformers or “employ someone 

new with stronger management skills above the underperformers. In this 

manner progress continued to be made” (A02:009). 

 

The limitation of MD was also perceived as the consequence of a lack of 

motivation to learn and develop. CEO04 stated 

But it is also a case of motivation, which one sometimes doesn’t recognise.  
It is an element with which we struggle. Especially when the people have 
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been with the company for quite some time. That they can take it a bit 
easier, by which I mean the business, and that they can change from being 
high potentials to top performers and then have a type of S-curved 
performance. And then to leave it at that. Even in an industry like the 
internet we see that the effect materialises. Funnily, if one extrapolates this, 
then the next step would be where one behaves like the clients, relaxes and 
tells oneself that it is time for the others to do the job. (A04:108) 

 

CEO04 observed that overtime and loyalty could be a sign of limited 

development potential and stated: 

In some cases the company has developed much faster than the 
employees have been able to keep up with. A situation where employees … 
didn’t shine because of their real ability to perform, but rather because of 
their will to perform. And they are pre-occupied with loyalty, overtime, etc. 
Where we didn’t only notice that the company as such is developing quicker 
than the employees, but that the client is doing so as well. (A04:113) 

 

Although he was convinced of the learning-by-doing development approach 

CEO05 experienced candidates who had not grown with their tasks (A05:141). 

However, he only had to dismiss someone once (A05:115). 

 

Most of the participants experienced situations with managers who reached 

their limitation to develop further. Although they maintained the stance that they 

dismissed staff who were not fitting anymore, this was especially difficult in 

cases of managers who had helped to build up the business or had at least 

been involved for many years. Therefore constructive solutions had to be found. 

However, where such a solution could not be found, they also separated 

independent of the costs. Limitations to develop further also existed at the 

highest management level, CEO06 for example was forced to part company 

with his CFO, a person who was very intelligent but could not cope with the 

complexity of the business and therefore did not fit with the company (A06:087). 
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4.3.2.2 Change of Tasks and Responsibilities 

The code Change of Tasks and Responsibilities contained within the category 

Difficulties with MCD describes, on the one hand, the difficulties existing 

managers had to deal with during growth, and, on the other hand, difficulties 

newly appointed managers were confronted with when moving into a 

management position. 

 

CEO08 reported that it was a real challenge for his project manager, who was 

promoted to divisional manager, to change his mind-set from thinking in terms 

of man-days to thinking in terms of money. In addition, 

As project manager he was used to taking care of a single project. But he 
was not used to thinking ´where do we get the projects for the next years 
from?´ - as a project manager he took the project when it was assigned. 
This was, however, the most extreme promotion scenario in our 
organisation. The difference between divisional manager and company 
divisional manager was not as serious as this. (A08:029) 

 

CEO08 asserted that project managers promoted to divisional managers  

… struggle because … they are in a role where they cannot work 
operatively anymore. As project leader they are used to be the main point of 
contact for the customer… and to develop solutions…. They motivate 
themselves by finding great solutions…. But when they get promoted to 
divisional manager, they suddenly have to learn to motivate themselves 
through economic success. And this is something where some of them 
require three years… Their whole mind-set has to change. This is so 
difficult for them…. It is a problem created by the person him or herself, not 
a problem caused by external factors. The appreciation of the customer is 
not there anymore. … He does not enjoy any feeling of success – his 
greatest success is having no experience at all. (A08:088) 

 

The reason for the above scenario was that he as the divisional manager mainly 

dealt with problems within the project. 
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Similarly, Interview Partner 07 reported about a sales manager who was 

promoted to a higher management position and therefore lost direct contact with 

the customers. However, customer relation was exactly the area where the 

manager excelled. In his new management position he had mainly leadership 

tasks and required strategic thinking, which was not his core competency 

(A07:108). This created challenging situations for the manager in his new role, 

for instance in performing break-even analyses (A07:120). Other managers 

were challenged by the increase in business growth and the accompanying 

change in organisational structures and processes since “in the past they 

worked with a notepad and gave this to the secretary whereas they lead a 

relative large and important department today. And they are somehow 

overextended” (A07:120). 

 

Interview Partner 09 supported this view and confirmed that for newly appointed 

managers it was very difficult to let things go, to feel the distance to former 

colleagues and to find access to the management team (A09:114). With an 

increase in growth, tasks and responsibilities changed and “to acknowledge this 

is important to realise. That one shouldn´t perform certain tasks anymore… One 

has other tasks to do now” (A09:127). 

 

CEO11 emphasised that the change and development some managers 

experienced was challenging but worked well. He suggested for instance that 

as employees they wanted to participate as much as possible, whereas as 

members of the board they needed to participate differently and had to 

represent the other side (A11:189). 
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Due to the increase in business growth and the number of employees, 

organisational structures and processes changed. This affected the tasks and 

responsibilities and managers had to cope with those changes which were often 

perceived as highly challenging. In the following chapter a further difficulty is 

presented, namely the motivation of managers to nurture their talent. 

 

4.3.2.3 Lack of Motivation for Nurturing Talent 

Chapter 4.2.1.3 demonstrated the perceived significance of MCD. However, this 

involves the identification and development of employees and talent within the 

company who have the potential to occupy a management position in the near 

future. 

 

Although the identification and development of talent was clearly seen to be the 

task of the existing managers themselves, the implementation into practice was 

difficult. There were various reasons why managers lacked motivation for 

nurturing talent, such as not having the time to develop talent due to the daily 

tasks. However, the main reason seemed to be that when recommending their 

talent for management positions, they would lose them to other companies and, 

as a result, would have to find and integrate their successors.  

 

CEO11 mentioned that “there are certain types of managers who don´t accept 

stronger persons around them or persons who could be considered a threat to 

them” (A11:313). This then lead to “keeping these talent down or to push them 

aside” – although he could not imagine that “this is the case in owner-operated 

companies” (A11:314).  
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CEO12 experienced it as extremely difficult to motivate his managers to identify 

talent and stated “Well, we worry about this particular topic at present … when 

we try to identify candidates for management positions” (A12:352). He 

continued, that they had recognised for the past year or two, that it did not 

function internally since the line manager normally had no interest in proposing 

a good employee for promotion. He argued that “if he develops this employee 

well, then he loses him” (A12:359) and commented:  

… it is a really big problem currently, which we have been working on for 
four or five months. We are trying to find a solution for how to motivate a 
line manager so that he identifies a talent at an early stage and then 
develops this talent further really well. (A12:364) 

 

He continued  

… if he loses this employee … he has to find a new one ... That means 
without an incentive system he has absolutely no interest to identify talent. 
As a line manager I would probably do it the same way. Why should I 
suggest my best people? … Therefore we are just working on finding a 
reward system. Our idea is to create a target agreement where managers 
are rewarded when they recommend talent … that is a problem at the 
moment, we feel a real gap because not enough talent are identified and 
recommended, although they are obviously there. (A12:364) 

 

Talented people are the basis for developing future managers. Therefore, it is 

important that managers identify and nurture their talent. Due to disadvantages 

for the managers, such as losing their best workers and the need to find and 

integrate successors they are not motivated to nurture their talent, which is, in 

turn, disadvantageous for the company since growth requires an increase in 

MC.  

 

A further hindering factor for MCD besides the lack of motivation was the time 

pressure exerted by the daily business. The presentation of feedback relating to 

this follows in the next chapter. 
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4.3.2.4 Lack of Time as Hindering Factor for MCD 

Besides the lack of motivation for nurturing talent, lack of time was another 

factor that led to the neglect of the development of employees and talent. This 

suggests that development does not, as such, form a central part of each 

manager´s task. What emerged from the interviews was that managers were 

not evaluated in the performance review on how they developed their talent.  

 

CEO02 mentioned that it was also a question of leadership span. When there 

were too many subordinates, it did not work. This issue is described in more 

detail in Chapter 4.1.2.2. 

 

For CEO04 the time pressure and demanding customers were the reasons for 

neglecting the development of employees and talent by the managers 

(A04:103). One further problem was that managers had to perform in terms of 

profitability and target achievements on the short-term, whilst long-term 

investments such as talent development were neglected heavily (A04:101). In 

summary he argued that “it is a lack of time” and “also a lack of motivation” 

(A04:108) that explains why managers neglect the development of their talent. It 

is less an issue of money (A04:108). CEO05 confirmed this view and said that if 

he had to find reasons for neglecting employee development then it would be 

mainly the lack of time because the divisional managers had to run the business 

(A05:127). He mentioned  

… in our company the main reason is limited capacity. We cannot focus on 
the further development of our employees in the way we want. We also 
have work to do. And it is less a case of not having that process. (A05:094) 
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This showed again that the implementation of MCD was difficult in SMEs owing 

to limited managerial resources and lack of time. This led to neglecting MCD in 

favour of managing the daily business. Since it was less an issue of money, but 

rather of motivation and time, this suggested that it was really an issue of 

priority. 

 

In order to improve MCD in the daily business, a motivation, for instance, 

through a rewards system for managers could be established. Furthermore, the 

corresponding behaviour of the CEO could shape the mind-set of the managers 

since the CEOs mentioned that their managers developed basically through 

following the example set by the CEO. This might be difficult within companies 

such as Company08, where the CEO08, for instance, said that his divisional 

managers did not need to develop further because being a divisional manager 

spelt the end of his career (A08:029). Even when managers decided to develop 

their talent, they experienced that this required up to several years until 

integration was successful. 

 

4.3.2.5 Time Required for MCD 

The time required for developing talent and for MCD in general presented 

another difficulty with MCD. Once the management gap existed, it was too late 

to start with MCD. This suggests that it is important to develop MC well in 

advance. 

 

CEO08 admitted that he himself also needed several years to really enjoy 

financial results and strategy discussions with customers and to defend missed 
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timelines or mistakes made, or why the prices were as high as they were and 

stated: “Therefore, I can totally understand and empathise with my colleagues 

what I impose on them with a promotion to a management position” (A08:89). 

His advice was that one should not abandon someone without reasonable 

doubt because “they do not develop in a linear fashion. It can happen that there 

is a person where you say he doesn´t deliver – and suddenly after four years he 

really takes off” (A08:131). He continued that “one has to observe this…. 

Newcomers don´t see this, but after 10 years of management experience one 

gradually develops a view for this” (A08:132). 

 

CEO11 stated that it was important to allow the new managers some time to 

grow into the new role and new tasks. Based on his experience this required 

around two years (A11:161). It was also seen as important to acknowledge that 

integration takes time (A12:032) and to give the new managers guidance and 

support since “it doesn’t work from one day to the next” (A12:056). 

 

It emerged from the interview data that not only does the development of talent 

take time but also the integration phase. Participants mentioned that it could 

require between two and four years before a manager was performing fully in 

his new role. In addition to the afore-mentioned difficulties with MCD, the 

challenge of aspiration for management positions by candidates who were not 

well-suited was challenging and is described in the next chapter. 
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4.3.2.6 Aspiration to Management Positions 

A further difficulty with MCD is that there are candidates who aspire towards a 

management position, but who are not well-suited or qualified for the task. They 

are frustrated if they do not get promoted and do not have a realistic view of 

their potentials and capabilities. If one does not promote them, then they are 

demotivated, and if one does promote them, one is stuck with an unsuitable 

new manager – neither option is an acceptable solution. However, how does 

one communicate this clearly to them and change their views so that they 

understand by themselves that they are not ready (yet) for promotion?  

 

CEO05 experienced that “many employees seek more responsibility, especially 

because we have many highly qualified employees” (A05:030). He stated that 

“responsibility for staff is something which people are somehow proud of” 

(A05:026). He said “unfortunately only a few people recognise their limited 

horizon… we have many who say that they want to become a manager” 

(A05:082). His strategy to find out if a candidate was suited for the next career 

step, was by giving them tasks that required creativity and improvisation skills 

and that were not part of their daily tasks (A05:082). 

 

CEO04 followed the strategy that candidates who aspired to a management 

position had to take part in a MD programme. 

... instead of trying to tell someone that they are not cut out for the job, we 
let them participate in the programme. And then they notice for themselves 
that they may be better suited to do something else. Then it is clearer that 
she/he may be better as an expert.  And it is not harmful at all for the 
experts to be confronted with the topic of leadership. (A04:031)  

 



215 
 

Interview Partner 09 emphasised that good experts were not necessarily good 

managers. The company grew and one was given more responsibly, but this did 

not mean that these promoted individuals became good managers. What was 

needed was that such persons had a desire to learn and develop themselves 

further (A09:100).  

 

CEO12 mentioned that candidates promoted to management positions did not 

want to hand back their responsibility (A12:032) in the case of failure or 

underperformance. Interview Partner 07 reported that he only once experienced 

the scenario whereby a person said, after being promoted to a management 

position, that he wanted to return to being a specialist again. CEO12´s comment 

to this was simply “Hats off!” (A07:112). 

 

4.3.3 Summary 

In Chapter 4.3 the third of the four major concepts, namely Adoption of MCD 

and its categories (1) Implementation of MCD Strategy and (2) MCD Challenges 

with their corresponding codes as depicted in Figure 33 and answered the 

second research sub-question: How do SMEs implement their MCD strategy. 

 

Implementation of MCD strategy was experienced as quite challenging even 

though plans and targets were mutually agreed upon. The main tools for 

implementation of the MCD strategy and targets were performance reviews and 

appraisals of managers, clear responsibility for MCD, an execution of various 

MD Initiatives, and an evaluation of the latter in order to measure its 

effectiveness. Even though MCD was seen as important in all participating 
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companies, and even though managers were seen as responsible for MCD, this 

task was not part of the performance review; managers were not rewarded for 

selection and the development of talent. 

 

Major difficulties with MCD uncovered by this study were the limited 

development potential of candidates and managers as well as the replacement 

of underperforming managers. Furthermore, trying to find other positions, before 

finally dismissing them because they had been in the company for a long time 

and helped to build it up, proved to be particularly challenging. A further 

difficulty was the continual change in tasks and responsibilities during business 

growth. In addition, MCD was difficult due to a lack of motivation on the part of 

the managers for nurturing their talent. Further challenges were: candidates 

who aspired to management positions, but were not well-suited or qualified for 

the position; the time required to develop a talent for a future management 

position; and, despite the perceived importance of MCD, the daily time pressure 

that hindered managers in developing talent. They rather preferred to solve 

daily problems in projects and manage relationships with customers. 
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4.4 CEOs´ Experience 

This chapter presents the fourth concept, namely CEOs´ Experience, with its 

categories CEOs´ Transitions and CEOs´ Perceptions of a Growth Stage Model 

including their associated codes as depicted in Figure 34. 

 
Concept  Categories  Codes 
 

 

 

 

 

 

 

 

 

  

 

 

 

 

Fig. 34: Emerging concept CEO with its categories and codes  
 

4.4.1 CEOs´ Transitions  

Growing a small company into a medium-sized or even large one was 

associated with various challenges (Chapter 4.1). With regard to the respective 

backgrounds of the participants only a few of them worked for a large company 

prior to the foundation of their own company. It was, therefore, a common 

approach amongst the participants to focus on learning-by-doing, reflection, 

continuous improvement and development, gut feeling, creativity and flexibility, 

meeting customer demands, and speedy reaction to changes in market 

demands in order to grow their business. However, with the increase in growth 
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the participants experienced the need to change, not only business structures 

and processes, but also themselves, especially their attitudes and behaviour. 

They experienced diverse transition phases and also provided 

recommendations which they would suggest to entrepreneurs who planned to 

found their own business, or to entrepreneurs of small or medium-sized 

companies who wanted to grow their business further.  

 

4.4.1.1 CEOs´ Role Transition 

The body of literature on growth that identifies the needs arising during the 

transition from an entrepreneurial company to a professionally managed firm 

(e.g., Greiner 1972; Hofer and Charan 1984; Flamholtz and Randle 2007; 

Hodgetts and Kuratko 2002) is large, however there are relatively few studies 

which examine in depth the perceptions and views of the owner-managers 

themselves (e.g., Wilson and Homan 2004, p. 240) – this study is a contribution, 

in part, towards that. As part of the latter, the main aspects mentioned by the 

participants as impacting on the role transition of the CEO with regard to MCD 

and to their own development are presented in the following section.  

 

Interview data suggested that the role transition of the CEOs in the participating 

companies was mainly initiated by business growth, the increase in number of 

managers, the need for delegation, the changes in the organisational structure 

and the increasingly professional management. Participants listed the need to 

have an ambitious vision, an extremely high commitment to work, and the 

personal performance of various tasks and functions ranging from development 

to sales to finance; they had to be all-round talents. CEO10 reported that at the 
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very beginning he even cleaned the office space together with his wife 

(A10:212). Decisions were mainly made by the CEOs since at the beginning 

there was no middle management level to which they could delegate their tasks.  

 

Although initially most of the CEOs´ activities were based on gut feeling and on 

informal and speedy decision-making processes, an increase in growth meant 

that processes and behaviour had to change, and in fact, did change 

(Chapter 4.1.2). CEO03 for instance stated “we are suddenly forced to do things 

systematically that we previously always did by following our gut feeling” 

(A03:36).  

 

The participants experienced that it was not possible any longer to develop the 

business further without delegation of tasks and responsibilities to staff and 

therefore, to develop MC, thus confirming Penrose´s (1959) finding, namely that 

the existing managerial capacity acts as a restriction on the expansion of a firm 

(pp. 45-46). When reaching a staff complement of 10 to 20 employees they 

reported the need to select and integrate managers; this number varied 

according to the CEO´s capacity and view of the maximum leadership span to 

be coped with (end of Chapter 4.1.2.2). In addition, the participants reported 

that they recognised their limitations (Chapter 4.1.1.4) and were practically 

forced by new circumstances caused by growth to delegate and to develop 

delegation skills. CEO05 stated “indeed, one day I really had to pull the release 

cord… I saw that I had reached my limits and said ´okay, we have to change 

this´” (A05:035). Similarly, CEO10 reported that he had started to delegate with 

an “incredible brutality” (A10:212), but not before reaching that stage where he 

realised that he could not do it anymore (full quotation provided on p. 110). As 
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already presented in Chapter 4.1.2.2, the process of delegation proved to be 

extremely challenging for all CEOs. Important preconditions were the ability “to 

let things go”, the establishment of control systems, a trustful relationship with 

the managers, a performance-oriented culture, the awareness of the importance 

of staff and MCD, and the continuous development of MC since having the right 

number of managers with the qualifications and abilities needed formed the 

basis for delegation. This, in turn, required the identification, selection and 

integration of suitable candidates as managers, and their retention. The 

manner, in which the latter was performed, is described in Chapters 4.2.2 and 

4.3.  

 

Besides the challenge of delegation, the CEOs reported that they worked hard 

on getting their internal processes right and on establishing organisational 

structures (Chapter 4.1.2). Without doing this, they could not have delegated 

and therefore could not have grown the business. 

 

Greiner´s (1998) statement concerning managers, namely that “if they choose 

to grow, they may actually grow themselves out of a job and a way of life they 

enjoy” (p. 67) was proven true in view of the fact that some CEOs had to get 

used to the new role and corresponding behaviour and had to learn how to 

enjoy working within these new structures. CEO08, for instance, reported that it 

took several years for him to acquire a sense of joy for working strategically and 

with financial figures instead of working operatively in projects that entailed 

direct customer contact (A08:089), whereas CEO03 stated that he enjoyed the 

management of his business a lot more since he had established systematic 
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quality management because in so doing the problems decreased enormously 

(A03:093). 

 

Interview partner 09 experienced the transition as follows:  

The more we grow, the more our tasks change to being less operative, 
more strategic, and with higher leadership content. That is very clear…. 
These tasks have to be performed by someone else, they do not fall away. 
Therefore another management level has to be installed. That is not easy. 
(A09:061). 

 

CEO12 experienced a complete transformation of management:  

I think that as an entrepreneur one has to reinvent oneself 5, 6, 7 times 
during the formation of the company. Because every three to five years the 
company and the founder are faced by new requirements… then one has to 
adjust the achieved situation anew. Therefore one has to retain the agility 
and mobility and this reinvention of oneself – I believe this is one of the 
main conditions for the success of companies which have really grown over 
the period of 20, 30, 40 years and where the founder manages to spur on 
growth continuously. (A12:026) 

 

Similarly, CEO04 reported: 

… my co-managers, who have also never worked in a different company, 
wouldn’t be where they are today, if they had not changed considerably. So 
it is an incredible process of maturation. I would almost say that they would 
have occupied completely different roles over time. (A04:163)   

 

CEO06 emphasised that he developed further through his staff. Mostly his own 

competent managers were instrumental in motivating him to develop himself 

further (A06:318).  

 

With the further increase in growth and in the number of employees, the CEOs 

also needed to install a controlling system in order to retain control and to keep 

track of the activities and projects within the company (Chapter 4.1.2.1 and 

4.1.2.2). For instance, weekly meetings helped to ensure transparency 
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regarding project status, target achievement and the meeting of customer 

requirements, and enabled them to react quickly and to make corrections 

speedily if necessary (e.g., A01:073-074). Due to the change from informal 

communication systems and practices used in a small company to more formal 

structures used in larger companies, the CEOs also had to change the manner 

in which they communicated with their staff in order to ensure that all of them 

were up to date.  

 

Although MC was seen as an absolutely essential resource for delegation and, 

therefore, for business growth, various other factors were identified as important 

factors for further business growth and for managing transition successfully, 

namely, flexibility (A12:138), decisiveness (e.g., A01:158), the sense of 

responsibility (e.g., A06:065, A11:055), appreciation (A10:240), giving feedback, 

an honest, trustful relationship (e.g., A05:170, A07:280, A11:294), large scope 

of action (e.g., A06:051, A08:130), open and direct communication, and flat 

structures (e.g., A01:039, A11:055). 

 

CEO12, whose company had grown into a large one, identified that it was not 

only his role that had to change with an increase in growth, but that his role was 

also different depending on the development stages reached in the business 

fields of his company. He explained that he divided his business fields into three 

parts: (1) the mature business, which was large, established, and ran well with 

managers who worked self-responsibly; (2) the strongly growing business field, 

which had managed the first years of growth successfully and needed to grow 

further; and (3) the business field finding itself in the start-up phase.  
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And for these three business fields we are working on internal requirements 
at present. The strongly growing business requires high flexibility and space 
for manoeuvring in order to make decisions quickly. In the mature business 
field we cannot do it like this anymore… This is a real challenge for our 
managers because they have to run with the hare and hunt with the 
hounds. Because every business field needs a different form of support and 
different management…. This is an additional special requirement for those 
departments which support these business fields. (A12:212) 

 

CEO11 reported that “today we do not have to intervene anymore in most 

cases. This is really nice. He continued that “one can foresee that as we go 

along, we can also look forward to having more spare time” (A11:057). 

Similarly, CEO10 stated that he had  

… freedoms which I didn’t have before. Even though the company is 
considerably bigger, even though we have considerably more people 
working for us, even though we have more topics to get through, we do 
have a considerably better and clearer structure now. (A10:212)   

 

He continued “at some point one no longer enjoys having to do certain things in 

an operative manner” (A10:278) and “to find time for those things that are 

important for the business and for the employees” (A10:286). 

 

Data suggested that CEOs of growing small and medium-sized companies had 

experienced a fundamental transition of their role as CEO due to the increase in 

the number of employees, the required managerial sub-structures and the 

increase in the complexity of the business. In their own unique manner all 

participants offered certain suggestions and advice to entrepreneurs who 

potentially wanted to create, or already had established, their own business and 

wanted to grow. These recommendations are presented in the next section. 
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4.4.1.2 CEOs´ Reflection and Recommendations  

The participants were asked which aspects, processes or factors, in hindsight, 

could have been better and which recommendations or advice they would give 

to an entrepreneur who planned to establish his own business or who had 

created his own business and wanted to grow. 

 

Based on reflection of their experiences and knowledge gained during business 

growth and with MCD, the participants suggested certain actions to be taken by 

an entrepreneur in order to avoid typical negative consequences of growth as 

described in Chapter 4.1.1., or, to, at least, increase their own awareness of 

certain typical problems that accompanied growth. The goal was to contain the 

phases of a crisis to a minimum, and to prevent these negative consequences 

of growth from having a detrimental impact on the business development. 

However, most of the participants held the viewpoint that crises arising during 

growth could not be totally avoided because these were also part of the 

development of a growing organization. 

 

In order to avoid the overlap of content, the resulting management 

recommendations are presented in detail in Chapter 5.2. 

 

4.4.2 CEOs´ Perceptions of a Growth Stage Model  

In order to discuss the transition phases with the respective participants, they 

were shown Greiner´s model at the end of interviews 4 to 14. However, it is not 

the purpose of this thesis to test Greiner´s model; the model was merely 

employed as a tool. The questions asked included whether the respondents 

knew Greiner, if they had experienced growth phases, if there had also been 
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phases of crisis, stages of development and transitions during business growth, 

if they experienced other phases of crisis or development, which signs or 

indicators they had experienced, and which perceived stage in terms of 

Greiner´s model the participants had reached at the time of the interview. 

 

4.4.2.1 Perceived Relevance of a Growth Stage Model   

When confronting the participants with Greiner´s model, the initial reaction was 

one of surprise and amazement in view of the fact that none of them had been 

aware of the model before. All participants confirmed that they had experienced 

certain phases of growth and crisis as per Greiner´s model (e.g., A07:237, 

A08:197, A09:123, A11:294, A12:204, A13:083, A14:075). 

 

CEO10 stated “I would basically say, hats off to the person who wrote that forty 

years ago, because it is true” (A10:219). However, in his view he did not 

experience (the phase of) the crisis of autonomy – this is contradicted though by 

his quote that he delegated in a very “brutal” manner when he could not cope 

with the workload anymore (A10:212, see p. 90). Therefore, it can be assumed 

that despite not being overtly aware of the meaning of this crisis in Greiner´s 

model, he had also experienced a certain type of crisis of autonomy. He 

recognised all other phases though, and commented that after growth by strong 

leadership they experienced growth through delegation, followed by 

… crisis of control, where you simply say ´How do I manage to control 
everything?´ Growth by coordination is certain. Bureaucracy is certainly an 
issue as well… the large number of authorisations required. Data 
protection, etc. All these topics are important to us today. So I would say 
that the model is quite accurate. (A10:219) 

 



226 
 

In complementing Greiner´s model he identified a further crisis, namely the 

crisis of identification (A10:223). According to him this phase was characterised 

by the fact that staff felt disillusioned saying “this is not my baby anymore. I 

have become just a number here” (A10:224). In addition, he experienced a 

crisis of motivation (A10:303) arguing:  

Simply because if I don’t see the light at the end of the tunnel at some point 
my motivation will suffer and I won’t be able to encourage myself, because I 
constantly tell myself that it won't get better anyway. (A10:307) 

 

Although CEO04 had not known the model before, he reported that they were 

using the terminology of “evolutionary and revolutionary steps” within the 

company when talking about things that needed to be changed fundamentally 

(A04:168). He stated “I think it's a nice model which I consider to be absolutely 

valid… And it is nice to see afterwards how one also follows particular patterns” 

(A04:168).   

 

CEO08 added that the only aspect of Greiner´s model experienced differently in 

practice was that crisis of autonomy and crisis of control took place 

simultaneously (A08:197). Regarding the crisis of bureaucracy he emphasised 

that this crisis loomed over one´s head permanently: “We combat this crisis 

permanently by radically refusing staff functions” (A08:197) which meant 

refusing to have separate functions for staff issues. In addition, he observed 

that in the model the phases seemed to occur with the same regular time 

intervals, and that it was not possible to depict growth in such an evenly spaced 

continuum. He stated “I don´t believe that. The graph is misleading. I think that 

there are phases that could follow each other in very quick succession” 

(A08:203) – thus at more irregular intervals than depicted by Greiner (1972). 
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CEO06 bemoaned the fact that Greiner´s model (1972) only provided for 

creativity in the first phase of growth. He was convinced that creativity remained 

a central element throughout all stages of growth in a company and criticised 

that the model was somehow a static description (of a dynamic process). 

Furthermore, in his view “the adjustment of the organisational structure should 

never cease”. This viewpoint adheres to Hodgetts and Kuratko (2002) stance, 

who also stated that “the ability to remain entrepreneurial whilst adopting 

administrative traits is vital to the venture’s successful growth” (p. 345). 

 

All participants saw Greiner´s model as being beneficial to their reflection on 

their day-to-day operations during phases of growth. They reflected on the fact 

that their experience showed that Greiner´s model had very high practical 

application. However, some critical aspects were identified, such as the relative 

lack of creativity and adjustment of organisational structure as a key element 

throughout all stages, the additional crisis of motivation and crisis of 

identification, and the fact that growth happened in irregular intervals. 

 

4.4.2.2 Current Perceived Growth Stage of Participa nts´ Companies 

When the participants were asked regarding the perceived current stage of their 

company, all of them except CEO11 pointed immediately, and without 

hesitation, to a stage in Greiner´s Growth Model (1972) explaining the specific 

perceived current stage of their company. Figure 35 depicts the stages picked 

by the participants. It has to be taken into account that this was a very 

spontaneous evaluation of their current stage. CEO11 confirmed these stages 

in principle arguing that he knew them from his past experience in other 

companies, but that for his own company to date he had not experienced any of 
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the crises so far. As a reason he mentioned that when founding Company11 

they were five CEOs with past management experience.  

 

Fig. 35: The five phases of growth (Greiner 1972, p. 402) and the perceived current position of 
the participating companies 
 

CEO12 located his company on the graph as finding itself in the phase of 

growth by collaboration, but emphasised that he also simultaneously had other 

new business fields which were in the first and third stages, therefore the boxes 

of those business fields are shown in broken lines in Figure 35.  

 

CEO06 stated that in his view creativity and adjustment of structure had to be 

incorporated into all other phases and not only in the first phase. According to 

him (A06:301) the growth model should be depicted as a sinus-curve as 

illustrated in Figure 36. 
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Fig. 36: The five phases of growth (Greiner 1972, p. 402) and the flow of the curve as 
experienced by CEO06 with the emphasis on creativity and adjustment of structure as key to 
growth 
 

The introduction to Greiner´s model led to introspection and to an intensive 

reflection on the different growth stages and crises which the participants 

experienced in practice. The fact that the participants asked if they could keep 

the sheet of paper with Greiner´s Growth Model suggested that they were not 

only highly interested but, in some cases, as also mentioned, pleasantly 

surprised.  

 

4.4.3 Summary  

This chapter presented the fourth of the four major concepts in this study, 

namely CEOs´ Experience and its categories (1) CEOs´ Transitions and 

(2) CEOs Perceptions of Greiner´s Growth Stage Model, with the respective 

codes as illustrated in Figure 34 in Chapter 4.4. 

 

1 A06: Creativity, adjustment of  structure 
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What came out clearly was that managing both growth and the dynamics of the 

organisation and of the staff was challenging because the CEOs were forced to 

change, not only their own behaviour, but also, processes and organisational 

structures with the increase in growth. Furthermore, they had to establish a 

capable management team which encompassed the increase in the number of 

managers, the integration of newly appointed managers and also the further 

development of the existing complement of managers. All participants 

experienced phases of development and crisis. Even though the wish was 

expressed for no crisis to occur, it was seen as unlikely or even impossible for 

this wish to become true.  

 

Data suggested that the participants had so far managed their growth phases 

and crises because – besides other factors – they had recognised the need for 

an increase in MC, developed skills of delegation, created a culture of trust and 

performance-orientation and were open to change. Without an increase in MC 

they could not have delegated and therefore could not have grown the business 

further. 

 

4.5 Conclusions 

Chapter 4 presented the four major concepts that emerged from the interviews 

with key informants, namely, Business Growth, Strategy, Adoption of MCD and 

CEO, each broken down into diverse concepts and codes illustrated at the 

beginning of each section including supporting quotations of the participants as 

evidence supporting the findings and detailing how MCD was dealt with in these 

SMEs.  
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In the following chapter the discussion and implications of the results, the 

contributions of this study to both theory and practice as well as the limitations 

of the study and suggestions for further research are presented. 
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5 Discussion and Conclusions 

The research objective of this study was to understand how a growth-oriented 

SME develops its MC in order to support its growth strategy. Three research 

sub-questions were formulated for this research with the goals of identifying 

(1) the MCD strategy of growth-oriented SMEs – if existing at all, (2) the 

challenges during implementation of the MCD strategy, and (3) the alignment of 

the MCD strategy with the growth strategy of these SMEs. 

 

This chapter firstly discusses the results of the study as they apply, and 

contribute, to answering the research questions by comparing them with the 

major theoretical and empirical work published on this topic to date. Secondly, 

the relationships between the resulting categories and concepts are illustrated 

using the paradigm model of Strauss and Corbin (1990). Subsequently, the 

evolving model of MCD in growth-oriented SMEs, based on the findings of this 

research project, is provided as a substantive theory and final stage of the 

analysis process in accordance with Strauss and Corbin (1990) GT approach. 

Based on this MCD-Model for growth-oriented SMEs the contributions to theory 

are presented, followed by the implications and recommendations for business 

practice. Next, the limitations of the research study are described. The chapter 

concludes by providing specific suggestions for further research. 
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5.1 Discussion of Key Findings and Contribution to Theory 

Before addressing the key findings, the three major contributions of the study 

can be summarised as follows:  

 

Firstly, regarding the formalisation of HRM practices this study shows that, 

contrary to previous research on SME HR research, most companies in this 

study had formal processes for HR practices in place. Whilst the majority of 

work in SME HR research suggests informal and, at times, rudimentary 

approaches, the companies in this sample conducted regular performance 

appraisals, and had job descriptions in place. Some participants even referred 

to the use of a skills matrix and also provided formal training. 

 

Secondly, regarding strategy, a dominant paradigm in SME research is that 

emergent strategy is the norm, given the fluid nature of the firms and the need 

to pursue opportunities as they arise, with more planned approaches only 

appearing at the maturity phase of development. In this study there was 

evidence of certain forms of strategic plans, the pursuit of strategic objectives 

and the taking of strategic decisions. The most appropriate description of the 

participants´ strategy appears to be a combination of an emergent strategy, with 

the formulation of deliberate business targets and plans, and an adjustment to 

emerging situations, as necessary. 

 

Thirdly, most participants considered their organisation to have an alignment 

between growth strategy and MCD strategy. This runs counter to a good deal of 

research which highlights HR practices which are not aligned with what the 

companies need in order to grow, and, furthermore, that the link between 
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business strategy and MD strategy is often weak in business practice. In 

general, the findings of this study support the resource-based view and the 

contingency perspective; there was no support for the universalistic perspective 

in the data generated for this study. 

 

In the following sections a look is taken at the findings and the theoretical 

implications of the research with regard to the sub-questions. 

 

5.1.1 MCD Strategy of Growth-Oriented SMEs  

This section refers to the research sub-question “What – if any – is the MCD 

strategy of growth-oriented SMEs?” As such, the category of MCD Strategy 

emerged with its respective codes: evolving strategy, assessing MC-need, MD 

initiatives, recruiting potential managers, identifying and selecting managers, 

integration and retention of new managers and career management. 

 

5.1.1.1 Strategy for MCD 

MCD was perceived by all participants as being of particular significance and, 

as presented in Chapter 4.2.2, the data suggested that there was a strategy for 

MCD within most participating companies. However, the creation of the strategy 

for MCD was an evolving process (see Chapter 4.2.2.1). These findings are 

especially noteworthy as they run contrary to claims that in the majority of SMEs 

there is a lack of strategic management of human resources and that those 

HRM practices that are utilised in SMEs are generally described as informal 

(Beaver and Hutchings 2005). Formal HRM practices can be defined as “written 

down, regularly applied or assured to take place” (Barrett and Mayson, 2007, p. 

307). Several researchers (e.g., Mazzarol 2003; Hill 2004; Kotey and Sheridan 
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2004; Kotey and Slade 2005) have described HRM and HRD in SMEs as being 

informal. However, the results of this study challenge these statements. Even 

the smallest of the companies interviewed used formal HR practices based on 

their ISO9001 certification. Although not all the participants were certified 

according to ISO9001 standards, all, with one exception, had formal processes 

installed for HRM practices. Most companies applied regular performance 

appraisals, used training seminars and other MD initiatives as illustrated in 

Table 12 in Chapter 4.2.2.3. The majority also had job descriptions in place, 

some even referring to the use of a skills matrix. Regarding the formalisation of 

HRM practices it therefore appears that this study yields insights beyond those 

provided by the literature. One reason might be that the participating companies 

were growth-oriented since research indicated that “growth-oriented small firms 

are more likely than non-growing ones to use formal HRM practices” (Barrett 

and Mayson 2007, p. 307).  

 

5.1.1.2 Assessing MC-Needs 

Despite the existence of formal HR practices, strategic personnel planning 

especially mid-term and long-term planning, was perceived as challenging and 

only partially possible. The reasons mentioned by participants were volatile 

market developments and unpredictable incoming orders which lead to short-

term reactive rather long-term pro-active personnel decisions. Rather, their 

strategy was to remain flexible and to be able to react quickly to changes in 

market demands or on new orders received. As such, the MCD strategy 

identified in the participating companies represented more of an emergent 

strategy allowing for ad hoc activities in response to changes in the order 

situation and also to upcoming problems due to under-capacity.  
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The findings suggest that a long-term strategic personnel planning for these 

companies is impractical. The questioning of the benefits or practicability of 

long-term strategic planning is also echoed in SHRD literature. Meifert (2013), 

for instance, stated that “a number of practitioners and authors already believe 

that the era of traditional, long-term business planning has ended” (p. 17) since 

“in a time of complex global economic mechanism and markets in constant flux, 

3-year or even 5-, 8-, or 10-year plans are deemed unrealistic” (Döring 2008, p. 

46). Similarly, Stonehouse and Pemberton (2002) argued that prescriptive long-

term planning is inappropriate in times of rapid changing environments. 

However, they stated that some kind of broad long-term planning with longer-

term objectives related to strategic thinking and vision are essential for the 

survival and development of an organisation.  

 

The challenge that arose was staying flexible, on the one hand, and being able 

to react quickly, whilst on the other hand, remaining aware of the fact that 

personnel development for managerial positions requires a pro-active approach 

in order “to have someone available at short notice” (A10:319) due to the time 

having to be invested for MCD. This is consistent with the view in literature that 

“resources must be acquired in advance of the growth stage so that they are in 

place when needed” (Churchill and Lewis 1983, p. 10). Thus, the talent pools 

from which staff members could be promoted at short notice were seen as one 

possibility of ensuring the flexibility and capacity to exploit growth opportunities 

(A12:293). However, due to the relatively small company size, in respect of 

management positions, the limitations of such a talent pool and the limited 

perspectives to change the situation were also experienced. The view in 

literature that the small size and a lack of resources are hindering factors for the 
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development of managerial talent within SMEs (Keogh et al. 2005) was 

confirmed by this study. The difficulties experienced in managing talent, 

improving leadership development and strategic workforce planning were also 

identified in a recent study conducted by The Boston Consulting Group in 

collaboration with the World Federation of People Management Associations 

Group (Strack et al. 2012) as introduced in Chapter 1.1. In addition, 

Deloitte (2009) identified “leadership development and pipeline” as being the 

most important challenges to the performance of organisations and 

Kötter et al. (2012) reported that an increase in leadership- and management 

quality was rated as a top priority for the participating companies (see 

Chapter 1.1).  

 

As described in Chapter 4.3.1.1 the assessment of the participating 

organisations´ managers´ development needs was mainly performed based on 

the annual target meetings and performance appraisals, and by the managers 

themselves. Consistent with this finding is the view in literature that 

performance management systems are well-suited to assess MD needs (Gold 

et al. 2010c). However, Gold et al. (2010c) highlighted the probable differences 

in the rating of performance by the appraiser and the manager appraised, which 

can negatively influence performance afterwards. Further linked to this is a 

judgemental process with the key requirement of precisely defined dimensions 

of work in performance terms and its measurement over time. Since 

performance reviews and appraisals were also a tool for implementing 

strategies, this will be further discussed in Chapter 5.1.2. 
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5.1.1.3 MD Initiatives 

Although MD initiatives could be identified even in small companies, the MD 

initiatives applied in the participating companies varied and changed with firm 

growth as illustrated in Figure 32 on page 164. This is in line with the viewpoint 

held by Storey (2004), namely that formal training for managers increases with 

firm size. However, since formal training was also provided in small companies, 

although in a smaller variety of initiatives, the findings of MacMahon and 

Murphy (1999) that firms of up to 50 employees had no systematic approach to 

training could not be confirmed in this study. Furthermore, this study cannot 

support Storey and Westheads´ (1997) findings that small firms are consistently 

less likely to provide training to their workforce, or those of Kitching and 

Blackburn (2002) that small employers were less likely to provide formal training 

“than their larger counterparts” (p. 87), whereby large organisations were not 

explicitly investigated since they were not the focus of this study. 

 

5.1.1.4 Recruitment 

Recruitment formed a key focus because finding the qualified people and the 

shortage of personnel were perceived as being a key challenge by all 

participants (see chapter 4.1.1.2). This supports the view of Schuler and 

Jackson (2007), who stated that this is especially true in phases of growth and 

„when HR strategy is closely linked to business strategy“ (p. 452). Diverse 

scholars hold this stance, for instance Buller and Napier (1993), who 

investigated “the nature and integration of strategy and HRM practices” (p. 77) 

and their effects on company performance in mid-sized firms. They stated that 

CEOs of fast-growth SMEs considered recruitment and selection as “by far … 

the most important HR activity to their success” (p. 85). This challenge was also 
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encountered in other companies. In a McKinsey study of 1997, the difficulty of 

finding and retaining talented employees was labelled as the ´war for talent`. In 

their report Chambers et al. (1998) emphasised the importance of elevating TM 

to a “burning corporate priority” (p. 46) and the need for adequate managers 

who recruit and develop talent. This is in line with the talent shortage survey 

conducted by ManpowerGroup (2013) which interviewed more than 38,000 

employers worldwide to investigate the reasons for difficulties in filling jobs. 

Over a third of the employers reported the inability to find the talent their 

organisations needed and identified this as a barrier to their business goals. 

The lack of available candidates with the right technical expertise and skills was 

stated as the overwhelming factor with regard to problems experienced in filling 

positions. Williamson et al. (2002) raised a further issue, namely that “staffing is 

often problematic for SMEs because small firms lack resources to spend on 

large scale recruiting efforts, and also often lack legitimacy to attract highly 

qualified employees” (p. 70).  

 

On the question of whether to recruit internally or externally to the company, 

data suggested that small companies tend to rely on internal recruitment, 

whereas medium-sized and larger companies use a mix of both. Some of the 

interviewed companies even mentioned a certain percentage of those recruited 

externally (e.g., one third in the case of Company12 and one half in the case of 

Company04) as detailed in Chapter 4.2.2.4. This result is consistent with the 

findings of Beaver and Hutchings (2004), who stated that small companies used 

internal recruitment, although their argument for recruiting internally, namely 

cost reduction, was not supported by this study. As reasons for hiring managers 

from the existing workforce, participants of this study mentioned: offering 
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development perspectives, motivating and retaining talented staff, using existing 

knowledge and experience and retaining the company culture. As arguments in 

favour of external recruitment, participants of this study raised the fact that, 

during growth, one is forced to recruit externally due to the restrictions imposed 

by staff reaching their development limits, required competencies not being 

available within the company, and having to import new knowledge and 

experience as well as innovative ideas from outside. CEO05 and CEO02 stated 

that the determining factor for selection was fit and not necessarily a preference 

for internal or external recruitment (A05:180, A02:031). Similar to the findings in 

this study Gold et al. (2010b) suggested that “there needs to be a balance 

between outside hiring and internal development” (p. 246) arguing that the 

unpredictability of future demand and the high costs of maintaining talent 

developed at great expense also requires filling vacancies from outside, 

whereas consequent reactive hiring from outside might lead to talent leaving the 

companies and often moving to competitors. To be noted is the fact that 

recruitment practices such as advertising, agencies, job centres and others did 

not form part of this study and hence were not investigated. 

 

5.1.1.5 Identification and Selection 

Besides mentioning competence, social skills, the personality and 

trustworthiness of the candidate, and the fit with the corporate culture as criteria 

for the identification and selection of candidates for management positions, the 

CEOs´ gut feelings and intuition played a key role (Chapter 4.2.2.5). This 

reflects the findings of Schein (2010), who stated that "founders and leaders 

tend to find attractive those candidates who resemble present members in style, 

assumptions, values and beliefs" (p. 249). Furthermore, Burke and Miller (1999) 
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discovered that intuition is most often used “to make personnel- or people-

related decisions, included interviewing, hiring, training … and performance 

appraisal” (p. 94). In addition, past performance was an important criterion for 

deciding whether someone had the potential to move into a management 

position. CEO05, for instance, indicated that they allocated tasks to potential 

candidates “that require a certain creativity and ability to improvise” (A05:082) 

mentioning that “this is where the wheat is separated from the chaff - very, very 

quickly” (A05:082) and observed how efficiently those had been managed. 

CEO12 stated, furthermore, that as a small growing company one needs a 

manager with pioneering abilities  

… with fire in his eyes who follows neither company procedures nor 
surrenders … later on in the mature phase … it is essential to establish 
structure. (A12:167)  

 

This illustrates that it is not a question of whether certain types of managers fit 

in with SMEs, but, rather, an issue of timing and fit depending on the growth 

and development phase which a company is in, and what actions need to be 

taken next in order to continue growing. Consistent with this result is the finding 

of Greening et al. (1996) who pointed to the change in the skills set necessary 

to manage a business during the growth process from a small business to a 

larger one.  In the same vein, Churchill (1983) emphasised that “both the 

problems faced, and the skills necessary to deal with them, change as the 

company grows” (p. 11). To be noted is the fact that selection practices such as 

interviews, assessment centres and ability tests were not the focus of this study 

and, therefore, were excluded. 
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5.1.1.6 Integration of new Managers 

In addition, the integration of new managers was perceived by most participants 

as being crucial in order to get the former into a productive working mode 

quickly (see Chapter 4.2.2.6). Literature also suggests that it requires effort, 

time and attention on the part of existing managers to train new managers 

(Mahoney 1995; Lockett et al. 2011). Previous research identified this as 

limiting factor to growth since every new manager needs to be trained and 

integrated to the business (McKelvie and Wiklund 2010). Pansiri and Temtime 

(2008) argued that “owner/managers do not often take the time to develop their 

subordinates” (p. 253). However, this study found that many of the interviewed 

CEOs reported to accompanying their new managers from the start, and 

throughout the first months of planning and forecasting by giving them practical 

advice and guidance. Others held the position that a manager recruited 

internally was expected to know how management worked, whilst one CEO 

allocated a mentor to the new managers. A further approach was to offer the 

new managers a new affiliation to the group of existing managers because 

former colleagues had become subordinates. CEO08 stated that, due to the 

changing roles, he knew that he asked a lot of his employees when he 

promoted them to a management position (A08:89). Similarly, Hill (2003) 

discovered that the transformation from being an individual contributor to being 

responsible for people rather than for tasks, dealing with the expectations of 

their subordinates and handling conflicts with them, led to some overload, 

ambiguity and conflict in the managerial role. Consistent with the findings of Hill 

(2003), participants mentioned that the process of integration took a minimum of 

one year. 
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5.1.1.7 Retention Management 

Besides recruitment, selection and integration, as described in Chapter 4.2.2.7, 

particular focus among the participants of this study fell on retention 

management. Participants perceived that they could not afford the same 

salaries or offer similar career opportunities as large organisations, so they 

pursued the strategy of retaining their managers by offering a supportive work 

environment, flexible working times, the freedom to manoeuvre, ample decision-

making power, and participation of managers in the company´s success. A 

further argument was that business growth offered opportunities for further 

development. The fact that retention enjoyed a central position among the 

participating companies might be the reason why participants reported not 

having any problems due to managers leaving the company. Similarly, in a 

study by Rutherford et al. (2003), who surveyed 2,903 SMEs in the US, those 

authors found that high-growth firms reported the lowest levels of retention 

problems. They argued that those firms “tend to attract employees who enjoy 

the fast-paced atmosphere and may be willing to accept less money to be 

involved” (p. 331).  

 

5.1.1.8 Career Management 

Career development involves assisting managerial personnel to look beyond 

their current jobs and preparing them for diverse future jobs in the company 

(Rowley and Jackson 2011). Among the participants, career development was 

seen as essential for maintaining talent and managers (see Chapter 4.2.2.8) 

and for managing growth successfully. This is accordant with the findings of 

Rowley and Jackson (2011) who stated that career development was “crucial 
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for organisations´ competitive capabilities and for future growth and 

change” (p. 10).  

 

Lewis and Coetzer (2009) argued that in general SMEs offered “limited scope 

for career development” (p. 98). However, this study challenges that statement 

because several respondents described opportunities offered within their 

company of moving up the career ladder, independent of where employees had 

originally started.  

 

According to Luecke (2002) effective career management involves challenging 

people “with a manageable new set of responsibilities” (p. 109) so that they feel 

that they are learning and developing further in order to avoid remaining at 

certain career plateaus. Since strong growth led to constant change in 

organisational structure and, in addition, provided new opportunities for 

personal, professional and career development in the participating companies, 

the risk of being “stuck” at a particular career level in growing SMEs is 

suggested to be very low. 

 

This section discussed the main findings related to the MCD strategy in the 

participating companies, including assessing MC-needs, recruitment, 

identification and selection, retention as well as career development. The 

implications for research and practice are presented in Chapter 5.1.5 and 5.2. 

The challenges during implementation of the MCD strategy are discussed in the 

next section. 
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5.1.2 Implementation of MCD Strategy and accompanyi ng Challenges 

This section refers to the research sub-question “Which major challenges did 

these SMEs encounter during implementation of MCD strategy?” As such, the 

concept of Adoption of MCD emerged with its categories Implementation of 

MCD Strategy and MCD Challenges as well as the code challenge of recruiting 

capable personnel. 

 

Existing literature suggests that strategy implementation poses even greater 

challenges to companies than strategy creation (e.g., Flood 2000, 

Gold et al. 2010c). In the same vein participants experienced various 

challenges with MCD despite having an MCD strategy in place. For instance, 

when asking CEO08 which difficulties he had encountered with MCD he 

answered “there are all the difficulties of the world” (A08:129). This reflects the 

findings of other researchers that the effective management of human 

resources is one of the most crucial problems faced by small firms (e.g., Cardon 

and Stevens 2004; Hornsby and Kuratko 1990). For instance, Cardon and 

Tolchinsky (2006) reported that “founders of … SMEs face many challenges 

concerning management of their human assets, including recruiting, training, 

compensating and retaining those with knowledge and skills critical to the 

organization´s success“ (p. 70).  

 

Data of this study shows that defining strategies and setting clear targets do not 

necessarily mean that they are in fact implemented and achieved. Reasons 

included having to manage the daily business, setting other priorities, or even 

just forgetting the newly defined approaches: 



246 
 

We mutually agree on targets … but this doesn´t mean that we achieve 
those. That is a question of discipline and time … Therefore: setting an 
example, letting others live, allowing for learning, reflecting and constantly 
putting plans into action. (A09:066) 

 

This is in line with Flood et al. (2000), who stated that “there are countless 

behavioural problems in implementing strategic decisions" (p. 6) such as 

difficulties with communication and resistance to change. The findings also 

support the view of Gratton et al. (1999) that “what is planned may not be what 

is implemented” (p. 9). 

 

The data (Chapter 4.3.1) also reflects that implementation requires the pro-

active involvement by managers and does not occur automatically as a logical 

consequence of strategy creation and target definition. Furthermore, it suggests 

that the process of implementation of MCD strategy is an iterative process 

which involves learning-by-doing, reflection and development and, thus, takes 

time: 

Well, I don´t know which dance style it is where one always takes two steps 
forward and then one step backward. (A09:065) 

 

The literature on strategy implementation points to numerous problems 

associated with the execution of strategies. Diverse scholars have examined 

obstacles to strategy implementation, for instance, Beer and Eisenstat (2000), 

who identified the following six obstacles which they called “silent killers of 

strategy” (p. 31): (1) a “top-down or laissez-faire senior management style”, (2) 

“unclear strategies and conflicting priorities”, (3) “ineffective senior 

management”, (4) “poor vertical communication”, (5) poor coordination across 

functional boundaries, and (6) “inadequate down-the-line leadership skills and 

development” (p. 31). The obstacles of respectively conflicting priorities due to 
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the difficulty of managing the daily business and executing strategic plans, and 

inadequate down-the line leadership skills and development due to the lack of 

motivation on the part of senior managers for nurturing talent are similar to 

those identified by the researcher in this study. In contrast, the findings of this 

study in respect of the obstacles unclear strategy and poor vertical 

communication offer contradictory notions. Participants reported about goal-

setting, the formulation of strategies and mission statements (see Chapter 

4.2.1) and, as described in Chapter 4.1.2.4, placed great emphasis on ensuring 

vertical and horizontal communication. The importance of clear communication 

was also reported by Stiles (2000) in order to ensure understanding of the goals 

and to increase the level of trust. 

 

5.1.2.1 Six major Challenges with MCD 

In the companies participating in this study the following six major challenges 

with MCD emerged (see Figure 37):  

 

Fig. 37: Six major challenges with MCD 
 

Limitations of managers to develop further 

With an increase in business growth and an increase in complexity, CEOs 

experienced that the development potential of managers was limited (see 

Chapter 4.3.2.1). This led to the situation where CEOs were confronted by 
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certain managers being overextended and unable to fulfil the demands of their 

job anymore. The CEOs affected were subsequently forced to create individual 

solutions, for instance, finding other tasks for those managers, or even 

dismissing certain managers who couldn´t cope any longer with the increase in 

growth since, “nothing is worse than dragging incompetent managers along” 

(A05:176). Similarly, research suggested that senior executives “depart not 

because they are bad managers, but because they just don´t fit with where the 

company needs to go” (Greiner, 1998, p. 8) and “even the most competent 

manager has cognitive limits” (Sparrow 2000, p. 22). As potential sign of limited 

development potential pre-occupation with loyalty and overtime emerged from 

the interview data (A04:113). Consequences mentioned in literature are 

inefficiency, mistakes, and replacement costs (Flamholtz and Randle 2007). 

CEOs of this study also experienced the limitations of development when 

experts were promoted to management positions. Some CEOs reported that 

this was one of the biggest mistakes committed by them in the beginning. This 

is supported with the notion in literature not to appoint anyone in a managerial 

position purely on technical merit, a classical managerial fault since “they will 

likely not be as brilliant a manager as they are a technician” (Kearns 2010, 

p. 41). 

 

Change of tasks and responsibilities 

The change of tasks and responsibilities facing newly acquainted managers in 

their new positions, confronting existing managers due to the increase in 

business growth and in the number of employees posed a tremendous 

challenge (see Chapter 4.3.2.2 and the section above). For newly promoted 

employees, coming into a management position for the first time after having 
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performed only specific tasks in the past, it was difficult to delegate, to let things 

go, to experience the distance to former colleagues and to gain access to the 

management team. Furthermore, their level of responsibility increased; as 

managers they had to think and act more strategically and often lost direct 

contact with the customers; they had to perform break-even analyses, and were 

mainly confronted with leadership tasks and responsible for setting goals for 

their employees. Consistent with these results are the findings of Hill (2003) 

who saw the process as a change from focusing on a single task, to managing 

tasks and setting objectives for an entire team, and convincing others to 

accomplish those objectives, thus, involving a wider and long-term view. In 

addition, Hill (2003) emphasised that this process is “much more complicated 

than most people anticipate, particularly in flat, fast-moving organisations” (p. x).  

 

For the existing managers the findings suggest that the constant change of 

tasks, processes and the heavy workload due to the increase in growth were 

challenging (see Chapter 4.1.1.3). Similarly, Goswami et al. (2006) stated that 

employees felt under extreme pressure and experienced stress due to “constant 

resource scarcity, frequently changing job roles, … employee´s inability to grow 

and change as quickly as their jobs, and the rapid speed of decision making 

needed” (p. 21) during growth. There is a valid argument which suggests that 

“some stress can be beneficial to performance but higher levels can be quite 

negative if they exceed individual tolerance levels” (Flood 2000, p. 7).  
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Lack of motivation for nurturing talent 

The lack of motivation for nurturing talent posed its challenges as presented in 

Chapter 4.3.2.3. The reasons mentioned by participants were that managers 

had no interest in nominating a good employee for promotion because of the 

risk of losing him, and the consequent need to find and integrate successors 

which required additional effort; that some managers “do not accept stronger 

persons around them or persons who could be considered a threat to them” 

(A11:313); and that managing the daily business prevented them from nurturing 

talent. Although reward systems were seen as a potential instrument to 

motivate managers to nurture talent, no company had such a system in place. 

CEO12 reported that at the time of the interview they were working on finding a 

reward system for recommending talent (A12:364). The fact that “senior 

managers don´t spend enough high-quality time on talent management” and 

that “line managers are not sufficiently committed to development of peoples´ 

capabilities and careers” (Guthridge et al. 2008, p. 51) were also identified as 

main barriers to development of talent in a McKinsey study conducted with 98 

managers in 46 organisations. 

 

Lack of Time 

Despite having development plans in place, the execution thereof posed 

challenges due to time constraints (see Chapter 4.3.2.4). Managing the daily 

business made it difficult to allocate time for people development. Besides time 

constraints, existing literature also identified financial constraints as barriers to 

training in SMEs (Cardon 2003; Taylor et al. 2004). However, lack of money 

proved to be less of an issue among the participants who stated that  
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… staff development is not the area where one is seen to be smart 
when saving money. (A04:066) 

 

Participants explained that a lack of time and motivation causes managers to 

neglect the development of their talent. This indicates that it was rather an issue 

of setting priorities in the participating companies and suggests a reactive 

approach to MCD. Similarly, the report of the Expert Group on MC Building 

(European Commission 2006) identified that MCD relates, amongst others, to 

the attitude of the owner/manager towards investing time in MD. Lack of time 

seems to be a typical challenge in growing companies. Flamholtz and Randle 

(2007), who investigated business growth, identified the “complaint that there is 

never enough time” (p. 50) due to the heavy work overload and excessive 

stress as being one of the most common organisational growing pains. As a 

countermeasure to compensate for the lack of time, participants mentioned 

delegation, learning to step back and to empower people, however, having 

suitable candidates for management positions was stated as prerequisite for 

delegation: 

As long as they are not there, you can try to delegate a 100 times. But 
building up the potential of people who can take over tasks - that is how 
growth succeeds. (A04:143) 

 

Literature supports delegation and, learning to let go, as a prevention measure 

against the risk of being too engaged in the operational day-to-day tasks of the 

business (Mazzarol 2003). Likewise, Pansiri and Temtime (2006) stated that 

“delegation will prevent the manager from being drowned in a sea of routine 

activities, instead, allowing them to focus on the most critical issues” 

(pp. 253-254). However, the process of delegation was perceived as 

challenging by all participants. 
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Time required for MCD 

Participants emphasised the importance of allowing the new managers some 

time to grow into the new role and new tasks (see Chapter 4.3.2.5). CEO11 

stated that, based on his experience, this process required around two years 

(A11:161). Similarly, CEO12 stated “it doesn´t work from one day to the next” 

(A12:056), thus emphasising the importance of providing guidance and support 

to the new managers. The study supports the findings of Lockett et al. (2011), 

who emphasised that MCD takes time “which sets an ultimate limit to how fast 

firms can grow” (p. 49) and referred to the adjustment costs of growth consisting 

of “the time and effort required to integrate new managers and operations in 

expanding the activities of the firm” (p. 49). The main challenge due to the time 

required for MCD seems to be that it is not possible to close a gap in 

management at short notice. This further supports the argument for a pro-active 

approach to MCD. 

 

Aspiration for management positions  

Employees who aspire for management positions but who are not suited for this 

task, held a special challenge (see Chapter 4.3.2.6). Many qualified employees 

sought more responsibility and to become a manager, but “unfortunately only a 

few people recognise their limited horizon” (A05:082). The difficulty was that 

retaining them in their current position demotivated them, whereas promoting 

them resulted in turning them into unsuitable new managers – neither option 

provided an acceptable solution. One alternative way was to let them undergo 

an MD program so that they noticed for themselves that an expert position 

might suit them better. Another approach was to give such a candidate tasks 

which required creativity and improvisation skills and which were not part of 
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their daily duties (A05:082) in order to find out if they were equipped and suited 

for the next career step. Data indicated that promotion has to be decided 

carefully since, in case of underperformance, handing back responsibility, 

changing someone back to his or her old position and salary were perceived as 

almost impossible, therefore, underperformers might be dismissed. Literature 

suggests that despite the awareness that identifying potential managers is 

complex and neither a simple nor straightforward process, many CEOs and 

senior executives “make the costly and painful mistake of tapping the wrong 

person for a key position” (Sorcher and Brant 2002, p. 1). 

 

5.1.2.2 Main Instruments for Implementation of MCD Strategy 

As listed above, various challenges exist with MCD strategy implementation 

which demonstrates that implementation does not occur automatically once an 

MCD strategy has been defined. The manner in which the participating 

companies ensured, or sought to ensure, that strategic plans were put into 

action were mainly through (1) performance appraisals and target agreements, 

(2) a clear definition of responsibilities, and (3) the evaluation of MD initiatives 

as presented in Chapter 4.3.1.  

 

Performance appraisals and target agreements 

Consistent with the findings of other scholars (e.g., Stiles 1999; Carroll 2000), 

performance management and goal setting were used to implement strategic 

plans. Carroll (2000) argued that “most companies use goal-setting processes 

to implement strategic decisions” (p. 31) since goals support concentrating on 

achieving results, provide clarity on what is expected, encourage through their 
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realisation and serve as a tool for individual and group accountability, despite 

the fact that they can create stressful pressures.  

 

Most of the participating companies used performance appraisals including goal 

setting and evaluation of their respective achievements during formal annual 

performance meetings. These findings contradict several studies which 

investigated performance appraisal in SMEs, and concluded that formal 

performance appraisals were rare in SMEs and varied according to firm size 

(e.g., Hornsby and Kuratko 1990; Wagar and Langrock 2004; Lewis and 

Coetzer 2009). Kotey and Sheridan (2004) distinguished between managerial 

and operational level and concluded that the majority of the firms investigated 

appraised the performance of their employees, particularly in SMEs. However, 

these authors suggested that formal performance appraisal was uncommon at 

the managerial level. The contrary is suggested by the data of this study. Most 

participants conducted performance appraisals with their managers. In addition, 

data indicated that it was perceived as even more difficult to provide 

performance appraisals for the whole workforce, since this required the skills 

and competence of each manager to conduct performance appraisals and goal 

setting, which, arguably, pose a special managerial challenge.  

 

Regarding the frequency of such meetings, the literature suggested that 

appraisals were mostly conducted annually (e.g., Hornsby and Kuratko 1990; 

Smith et al 1996). This position was supported by the findings in this study. 

However, one CEO mentioned that he also conducted half-yearly milestone 

meetings, in order to ensure that targets were not lost sight of. Lewis and 

Coetzer (2009) stated that it “is also used as a mechanism for improving 
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employee performance” (p. 97). However, an interesting finding of this research 

is that managers were not evaluated and rewarded for the development of their 

people and talent. 

 

Clear responsibility for MCD 

MCD was clearly seen as a leadership task independent of company size. Thus 

the responsibility for MCD was seen to fall in the ambit of the CEO and all 

managers, even in companies having an HR department. Literature also 

suggests that the responsibility for development remains at the individual and 

line manager level, rather than with HR staff (Stiles 1999). The role of the HR 

department in the MCD process was seen as being an “enabler for the 

managers” (A04:82). HR should provide methodologies, instruments and tools, 

whereas the CEO and the managers had the task of supporting the 

development of their talent and future managers. O´Donnell et al. (2006) 

pointed to the fact that in small firms HRM was a lesser responsibility of the 

chief financial officer, whereas training and development were often a 

secondary responsibility of operations, production or service management, or 

sometimes, even of the employees themselves. Regarding the development of 

the existing managers this was similar in the participating companies since most 

CEOs left it to their managers to articulate and aggregate their own 

development needs. In respect of the managers this finding is consistent with 

the statement of Poell (2005) that “it is common nowadays to assert that 

employees are self-responsible for their own learning and careers” (p. 85). 

However, the data of this study indicates that in order to prepare and manage 

the transition to the new managerial role, the support of the CEO or manager is 

required for candidates earmarked for future management positions.  



256 
 

The findings also indicate that HR managers should be aware of the greater 

goals and business strategy of the respective company, being part of the top-

management team and involved in strategic meetings in order to be able to 

support the company´s strategy. Furthermore, HR managers should give 

support to the CEO and the managers by providing them with appropriate tools 

for MCD. Therefore, a close relationship between HR and managers of other 

divisions is suggested to be important. This has the advantage that HR is 

informed about the changes in business strategy and understands the main 

aspects of the business, its needs regarding MC and the impact of their HR 

activities on performance. Furthermore, it is important that managers increase 

their awareness of personnel and career development and how certain MD 

initiatives can contribute to the success of the company, rather than focusing 

mainly on organisational targets and strategies. 

 

Regarding the role of HR, existing literature points to diverse criticisms of HR 

managers, for instance, lacking capabilities of understanding all aspects of a 

business, not being open-minded and treating people in a “one-size-fits-all” 

approach with the tendency of being bureaucratic (Hammonds 2005). However, 

a notion of the role of HR as strategic business partner can be found in current 

literature (e.g., Lawler III and Boudreau 2009), and seems to be in place in 

many companies as shown in the Cranet Study (Cranet 2011): 66% of the 

organisations within the EU stated that the head of HR participates on the board 

(in German organisations almost 50%) and 40-60% of all respondents reported 

that HR is involved from the outset in business strategy development as 

illustrated in Figure 38 (in German organisations this is approximately 43%). 



257 
 

 

Fig. 38: Stage at which HR is involved in development of business strategy (CRANET 2011, 
p. 18) 
 

Data of this research study also suggested a close collaboration between the 

CEO and the HR manager. 

 

Evaluation of MD initiatives 

Although there are various models in literature for the evaluation of training and 

development initiatives, it is also recognised that implementation of such 

models is difficult (Gold et al. 2010a). Lemmer and Meifert (2013) claimed that 

every second company could not say whether the amount spent on personnel 

development was a worthwhile investment: “piles of cash are spent on 

qualification without anybody checking their success and without the buyer of 

the training knowing whether he is getting what he wanted for his money” 

(p. 295). 

 

Consistent with the view in literature, the evaluation of MD initiatives was 

recognised as being difficult by all participants. Nevertheless, participants 

reported that they used annual performance reviews (Chapter 4.3.1.1), 
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observation, and their intuition and gut feeling to (attempt to) evaluate the 

effectiveness of MD initiatives, for instance, by measuring performance before 

and after an MD initiative. However, evaluation of MD initiatives was only 

undertaken systematically in one company. 

 

Similarly to Rowley and Jackson (2011), who stated that the evaluation phase 

involved the two processes of establishing measures of success and designing 

and determining which changes ensued during training and development 

initiatives, CEO12 established a systematic evaluation process of MD initiatives. 

His company evaluated staff immediately after the MD initiative, as well as 

some months later after the initiative had taken place in order to observe 

changes and to ensure the application of theory in practice by evaluating if there 

had been an improvement in job performance (A12:56). However, it remained 

challenging. 

 

Despite performance appraisal, goal setting, the definition of clear 

responsibilities and the evaluation of MD initiatives, in practice a number of 

difficulties with MCD remained. Barney (2001) admitted that the formerly 

adopted view (as theoretical convenience), namely that “once a firm 

understands how to use its resources to implement strategies, this can be a 

source of competitive advantage, implementation follows, almost automatically” 

(p. 53) had to be questioned and that additional work was required.  

 

The discussion of the findings regarding the alignment of the MCD strategy with 

the growth strategy follows in the next section. 
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5.1.3 Alignment of MCD Strategy with Growth Strateg y  

The third research sub-question, namely How do these SMEs align their MCD 

strategy to their growth strategy?, referred to the emerging code of Alignment 

between Growth and MCD Strategy as presented in section 4.2.1.4. 

 

The importance of the alignment between business strategy and HR strategy for 

the competitiveness and organisational effectiveness is widely acknowledged in 

literature (Seibert et al. 1995; Gratton et al. 1999; Holbeche 2009; Kearns 

2010). However, the theory of SHRM does not show only one single way of 

linking HRM to strategy.  

 

Existing literature suggests that the link between business strategy and MD 

strategy is often weak in business practice (Seibert et al. 1995). The fact that 

HR practices are not aligned with what the companies need in order to grow, or 

for the purpose of expansion, are stated as reasons for difficulties in finding and 

developing managerial personnel (Ready and Conger 2007; Guthridge et al. 

2006). In the same vein, the study of Guthridge et al. (2006) showed that more 

than one third of the respondents reported the missing alignment of TM strategy 

with business strategy as main obstacles to TM. Not surprisingly, strategic 

workforce planning and the link with business strategy by introducing demand 

and supply scenarios by job category was rated as having the highest 

importance and the lowest capability in the study of BCG (Strack et al. 2012). 

Interestingly, most participants in this thesis study stated to have an alignment 

between growth strategy and MCD strategy.  
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Before discussing the alignment of MCD strategy and business strategy in the 

participating companies, a look is taken on their growth strategy in order to 

describe the type of strategy that they had in place.  

 

5.1.3.1 Growth Strategy 

Previous research suggests that SMEs have no long-term strategy and that 

growth strategies tend to be emergent and informal in SMEs (e.g., Levy and 

Powell 2005; Kohtamäki et al. 2009). Consistent with this line of thinking was 

the finding that, in the participating companies, no long-term overall written 

business strategy could be identified. They tended rather to use an emergent 

strategy largely influenced by market requirements and incoming customer 

orders. The author uses the term tended since according to 

Mintzberg et al. (2003) “a truly emergent strategy” requires “consistency in 

action without any hint of intention” (p. 5). In view of the fact that participants 

reported on having certain forms of strategic plans, about having and pursuing 

strategic objectives and taking strategic decisions driven by goals such as high 

quality, customer satisfaction, flexibility and creativity as described in 

chapter 4.1.3 in order to grow, the notion in literature that there is a lack of 

strategic planning in SMEs almost until they reach maturity (Levy and Powell 

2005), could not be confirmed by this study. The most appropriate description of 

their strategy appears to be a combination of an emergent strategy, with the 

formulation of deliberate business targets and plans and an emergent 

adjustment, as necessary. Due to the required flexibility during growth, 

unwritten strategies provide the advantage of being easier to change and adjust 

(Levy and Powell 2005). However, adopting a strategic approach in the daily 

business practice proved difficult due to the extremely heavy workload, limited 
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time, shortage of a management substructure, limited managerial resources 

and lack of experience resulting in too great an involvement in the operational 

business (Chapter 4.1.1.4). This supports the findings of Brown et al. (2004), 

who stated that owner-managers are forced to deal with “immediate tasks and 

problems” (p. 166), thus operating under great time pressure and therefore 

making it difficult to develop an overall strategic approach to their business.  

 

5.1.3.2 Alignment of MCD and Growth Strategy 

Regarding the alignment of MCD and growth strategy in this study there 

appeared to be three different approaches in place. In some companies the 

MCD strategy followed the growth strategy (A04:73, A07:193, A12:107), in two 

companies the MCD strategy seemed to be an integral part of the growth 

strategy (A10:114, A13:47), whereas in Company13 there was once a specific 

situation where the growth strategy followed the MCD strategy (A13:47), 

although this appeared not to be the general approach in this company.  

 

These findings reflect Meifert´s (2013) differentiation between three 

constellations of HRD strategy and corporate strategy. Firstly, the situation 

where HRD strategy follows the corporate strategy: In Meifert´s (2013) view, 

despite it being logical, this could be problematic in practice since spontaneous 

changes in corporate strategy might not be executed due to insufficiently 

qualified personnel and because HRD required time (p. 16).  

 

A number of the participating CEOs were aware that they had to invest in MCD 

in advance in order to remain flexible in pursuing growth opportunities and to 

have the potential of promoting someone at short notice, however, as 



262 
 

mentioned before, they experienced difficulties in the application of a pro-active 

approach to MCD. 

 

Secondly, Meifert (2013) listed the situation where corporate strategy followed 

the HRD strategy and referred to the resource-oriented approach where the 

strategy and its execution were delimited by the human factor (p. 16). Although 

experienced in one specific situation in Company13, where the CEO adjusted 

his growth strategy to the managerial capacity available, since he had identified 

his management team as being ineffective and, therefore, intended to reduce it 

through dismissals (A13:046). However, it seemed not to be a general approach 

in this company. Meifert´s (2013) second approach was not convincingly 

supported by this study.  

 

Thirdly, Meifert (2013) presented the situation where the HRD strategy was an 

integral “part of the development of the corporate strategy” (p. 17). Two 

participants (CEO10 and CEO13) reported their situation as reflecting this. 

Meifert (2013) argued that the inherent challenge with this approach is twofold: 

on the one hand there is the afore-mentioned doubt about the viability of 

strategic planning in an environment of complex, unstable, dynamic markets; on 

the other hand, the difficulties regarding implementation of strategies into 

business practice and their impact exist. The findings support the proposition 

that implementation of strategies into business practice was perceived as 

difficult and posed various challenges to the participating companies as 

described in Chapters 4.3.2 and 5.1.2. 
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5.1.3.3 Different Perspectives of SHRM 

In addition to the differentiation drawn by Meifert (2013) SHRM literature 

distinguishes between a range of perspectives, including the universalistic, 

contingency, configurational and resource-based perspectives as presented in 

the literature review in Chapter 2.4.4. Since the same set of HRM practices 

regardless of strategy, culture etc. could not be observed, there was no support 

for the universalistic perspective in the data of this study. Instead, the findings 

suggest that the contingency approach is most appropriate in describing the 

design of HRM practices in the participating companies because the 

participants reported that they aligned their HR practices to the specific context 

of their firm, such as growth strategy, growth stage and market conditions. 

Furthermore, the findings of the study supported the theory of the managerial 

limitation to growth (Penrose 1959; Slater 1980; Gander 1991; Tan 2003; 

Penrose 1995; Raisch et al. 2007) and the resource-based perspective in two 

ways: (1) Having enough MC was perceived as a precondition for further 

growth, since a shortage of qualified personnel and MC made it difficult to 

realise business plans because managers were fully occupied with operative 

tasks and, thus, neglected strategic issues and leadership tasks (Chapter 

4.1.1.6); (2) MCD was perceived to be strategically important to further growth 

and, as a result, to sustain competitive advantage. Establishing and adjusting 

organisational structure, creating additional hierarchical levels and new 

management positions, and increasing MC were regarded as being essential for 

further growth, although not easy to perform.  
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5.1.3.4 Alignment of MCD with the Development Stage  of the Company 

A further approach as to how MCD can be aligned to the growth strategy is by 

taking the respective development stage of a company into account. From this 

perspective an appropriate fit between HR practices and development stage 

might lead to better company performance (Butler et al. 1991). Baird and 

Meshoulam (1988) proposed a model for HRM strategies incorporating fit with 

the developmental stage of an organisation and fit among the HRM practices. 

Their underlying assumptions were that HRM activities pass through five stages 

of development and move through these stages in sequence. They posit that “If 

a stage is skipped, performance will be ineffective and the organisation must 

first return to those stages and put them in place” (p. 121) and that HRM 

activities are most effective when they match the development stage of the 

organisation, and each stage requires new leadership in the HR function. The 

findings of this study support their proposition that managerial priorities change 

during growth, for instance, that HR practices in the start-up-phase are mostly 

informal and likely provided by the founder. As the organisations grow the 

demand for new employees increases, forcing the founders to add more formal 

structure (see Chapter 4.1.2). However, they stated that the primary role of HR 

in this phase is to attract and hire the right kind, and number, of people. The 

findings of this study suggest that there is not always an HR department in this 

phase and revealed further important HR related activities as being essential in 

the growth phase. Furthermore, this study also suggests that formal HR 

practices are in place which challenges Baird and Meshoulams´ (1988) 

statement that evaluating employee performance and retaining valued 

employees are not viewed as critical to the business needs before the mature 

stage. In addition, the findings presented in Chapter 4.4.2 contradict the notion 
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that firms always move through the stages in sequence and also suggest that 

they experience additional crises. Similar criticism on the stage models was 

also found in existing literature as presented in Chapter 1.2 and 2.2.3. 

 

Although the larger companies tended to have a greater strategic focus than the 

smaller ones, written strategies could not be identified. CEO12 even stated that 

one starts thinking about strategy when sales decline. Interestingly, the Cranet 

Study (2011) of the Cranfield Network on International Strategic Human 

Resource Management with 3,704 participating organisations from all over the 

world (11% thereof from Germany) identified that nearly 70% of German 

companies had a written strategy, more than 20% had an unwritten strategy 

and less than 10% had no strategy at all. Approximately one half of all 

participating organisations employed fewer than 500 employees and one 

quarter between 1,000 or more people (Appendix 17).  

 

The findings that firms align their MCD to their growth strategy or that MD 

initiatives are contingent on the firm’s growth strategy, support the strategic 

focus of the SHRM literature and the contingency perspective. The importance 

of having enough MCD as a precondition for business growth supported the 

resource-based perspective and the managerial limitation to growth. However, 

the results do not allow arguing for best practices that lead to firm growth, nor 

the universalistic perspective or for drawing conclusions regarding the 

configuration approach, since, in the absence of measurement in this study this 

would be speculative. 
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5.1.4 Paradigm Model for a pro-active Approach to M CD 

In order to increase the understanding of relationships of the categories and of 

how growth-oriented SMEs develop their MC in order to support their business 

strategy, the researcher applied the paradigm model as recommended by 

Strauss and Corbin (1990, p. 99) and described in Chapter 3.6.2.  

 

Pro-active approach to MCD emerged as the main theme, also called “core 

category” (Corbin and Strauss 1998, p. 104), of this research; it interacts with 

almost all categories and has the ability to explain theoretically what the 

research is all about. It represents a driver for further growth as well as a 

countermeasure for avoiding managerial limitations to growth arising, 

potentially, from not having sufficient managers with the required knowledge 

and skills to exploit growth opportunities. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 39: Paradigm model for a pro-active approach to MCD 

     Core categ ory  
Pro-active  
approach 
 to MCD 

Causal conditions   
- Growth strategy and 

growth targets 
- Business Growth 
- Current and future MCD-

needs 
- Awareness of CEO of 

the significance of MCD 
for growth and 
performance 

Consequences    
- Increase in MC 
- Adjustment of 

organisational 
structure, additional 
hierarchies 

- Career opportunities 
- Delegation of tasks 

and responsibilities 
- Replacement of 

underperformers 
- Current and future 

MCD-needs  

Intervening conditions   
- MCD strategy 
- Alignment of MCD and 

growth strategy 
- MCD Challenges  
- Managers´ attitude: 

motivation and ability to 
develop further and to 
take more responsibility 

- CEOs´ attitude to 
delegation, empowering 
and trusting their 
managers 

- Ability to adapt quickly to 
changes in market 
demand, processes and 
tasks 

Context   
- Growth-oriented SMEs 
- Size and growth stage of 

company  
- Supply of managerial 

resources  

Action s, strategies/tactics   
Implementation of MCD strategy: 
Carrying out MCD processes for  
- MD initiatives 
- Recruitment, identification, 

selection and integration of  
new managers 

- Retention and career 
management 

- Clear responsibility for MCD 
- Performance management  
- Evaluation of MD initiatives 
- Transparency of business 

objectives, open 
communication 
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The application of the paradigm model illustrated in Figure 39 can be explained 

as follows: 

 

(1) Contextual Conditions 

The need for a pro-active approach to MCD occurs in growth-oriented 

SMEs due to their ambition to grow and due to their limited managerial 

resources, thus avoiding a managerial limitation to growth. Furthermore, the 

supply of managerial resources available in the market and within the 

company has an influence on the MCD strategy. 

 

(2) Causal Conditions of MCD 

The growth strategy of a company and its business growth, as well as the 

associated current and future expected increase in the number of 

employees and managers, demands the need for a pro-active approach to 

MCD. The actual awareness of the importance of having enough MC for 

business growth and performance is important in order to pursue a pro-

active approach, otherwise MCD will likely take place in a reactive manner, 

for instance, when signals of under-capacity arise. Typical signals of under-

capacity were overtime, neglecting leadership and strategic tasks, 

experiencing problems with quality, the meeting of deadlines, profitability 

and demotivation due to the heavy workload. 

 

(3) Intervening Conditions 

Data reflected that the main factors impacting on MCD and influencing 

future MCD-needs are: the MCD strategy, its alignment with the growth 

strategy, the ability and motivation of managers to develop themselves 
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further and to take on more responsibility, the CEOs´ attitude towards 

delegation, empowering and trusting their managers, the motivation of 

managers to nurture talent, the ability to adapt quickly to changes in market 

demand, processes and tasks, as well as transparency of business 

objectives.  

 

(4) Actions, strategies and tactics 

The main actions were, on the one hand, carrying out the MCD processes 

based on the strategic guidelines for the recruitment, identification, selection 

and integration of new managers, and retention and career management as 

defined by the MCD strategy. On the other hand, conducting performance 

appraisals, evaluations of MD initiatives as well as having a definition of 

clear responsibilities for MCD in order to implement the MCD strategy, 

business plans and targets. An aspect not to be neglected is the awareness 

of the major challenges associated with strategy implementation. 

 

(5) Consequences 

The consequences of the actions, strategies and tactics were mainly an 

increase in MC, the adjustment of organisational structure, establishing 

additional hierarchies, maintaining a talent pool, career opportunities, 

delegation of tasks and responsibilities, and, in cases of underperformance, 

the replacement of managers. CEOs also experienced having more time 

available for strategic issues and, therefore, time to focus on new business 

development and growth opportunities as well as on the adjustment of the 

strategy for MCD. 
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Figure 40 summarises the paradigm components with their respective 

categories and interactions. 

 

Fig. 40: Paradigm model applied to discover the relationships between categories 
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5.1.5 Theoretical Contributions - Framework for MCD  in Growth-Oriented 

SMEs 

The objective of this study was to develop a framework for MCD in growth-

oriented SMEs in order to support business growth as substantive theory (see 

Chapter 3.6.4). The previous chapters provided the findings of the study and a 

discussion of the key findings with respect to prior research within this specific 

field. On the basis of the interview data, data analysis and the application of the 

above-mentioned paradigm model as an analytical tool by “posing questions … 

how one category might be related to another” (Strauss und Corbin 1990, 

p. 108) and by gathering and ordering data to integrate structure and processes 

(Strauss and Corbin 1998), the framework for MCD in growth-oriented SMEs 

was developed.  

 

This MCD framework contributes to increasing the understanding of the MCD 

process, describes a pro-active approach to MCD and can be summarised as 

illustrated in Figure 41 overleaf. For explanatory purposes the framework is 

subsequently introduced in separate stages.  
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Fig. 41: Framework for MCD in growth-oriented SMEs: a pro-active approach 
 

Based on the business growth strategy, growth targets and plans, the 

associated future MC required, both in quantitative (e.g., through turnover 

forecast, headcount formula, leadership span) and qualitative terms (e.g., 

Growth Strategy   
(Emergent strategy with deliberate targets, plans and continuous adjustment) 

MCD Strategy  

  M
C

D
 P

ro
ce

ss
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(qualitative and 
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 Implementation of MCD Strategy 

Main instruments for implementation: 
- Clear responsibility for MCD  
- Performance appraisal 
- Evaluation of MD initiatives 

Formulation and adjustment of strategic 
guidelines for MD, recruitment, 

identification/selection, integration of 
new managers, retention- and career 

management 

Alignment  

Current MC 
available 

(qualitative and 
quantitative) 

Future MC required 
(qualitative and 

quantitative) 
        

Carrying out MCD processes based 
on the strategic guidelines  

Managing challenges such as: 
- Limited development potential  
- Change of tasks and responsibilities  
- Lack of motivation for nurturing talent  
- Lack of time  
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through definition of skills and knowledge required for the markets targeted), 

can be assessed (Figure 42).  

 

 

 

 

 

 

 

 

Fig. 42: Assessment of future MC required 
 

 

In order to assess the MCD-needs and to ensure a match with the future MC 

required, the current MC available within the respective company is compared 

with the future MC required (Figure 43).  

 

 

 

 

 

 

 

 

Fig. 43: Assessment of MCD-Needs 
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managers from thinking and acting strategically, since MCD takes time. Instead 

of avoiding business planning due to uncertainties about the market 

development, it is essential for growth to remain flexible and able to adjust 

targets and to adapt quickly to changes in market demand. The assessed MCD-

needs form the basis for the formulation and adjustment of the MCD strategy 

including strategic guidelines for recruiting, identification, selection, integration 

of new managers, and for career- and retention management (Figure 44).  

 

 

 

 

Fig. 44: MCD-needs as basis for MCD strategy 
 

The alignment of the MCD strategy with the growth strategy (Figure 45) 

emerged as being essential with regard to both timing and content. Potential 

candidates might not wait until a desired position became vacant or until a 

management position would be offered, and, consequently, some suitable 

candidates might leave the company for another job which, often, might be a 

competitor.  

 

 

 

 

 

 

 

Fig. 45: Alignment of MCD strategy and growth strategy  
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The grey arrows between the MCD strategy and the growth strategy in 

Figure 45 reveal that both directions of alignment can be found among the 

participants, which is also supported by literature. 

 

Implementation of an MCD strategy by carrying out the previously defined MCD 

activities accordingly was perceived as extremely challenging and whereas it 

seems to be a sequential process in the framework, in practice these actions 

happen simultaneously. Clear responsibilities for MCD, performance appraisals 

and an evaluation of the MD initiatives emerged as main instruments to 

implement the MCD strategy (Figure 46).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 46: Implementation of MCD Strategy 
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number of managers might change from one day to the other, for instance, due 

to fluctuation or due to additional managers being hired or promoted. Therefore, 

the MC available has to be assessed and adjusted continually, similar to the 

future MC-need which might also change at short notice, for instance, due to 

new incoming orders, thus reflecting the importance of flexibility and strategy 

alignment.  

 

It is vital to note that MCD, strategy formulation, adjustment as well as 

implementation are ongoing processes: MCD is not a development program; 

data suggests that it is an iterative process based on reflection and learning-by-

doing and that it has to be adjusted with an increase in company size.  

 

There is neither a “one solution fits all” for growth-oriented SMEs nor a single 

best way, but some common features characterise the manner in which the 

investigated companies performed MCD or, at least, recommended MCD to be 

performed in order to support the business growth. The latter MCD process is 

depicted in the MCD framework developed in this study. However, it is 

important that the MCD strategy and activities have to fit to the specific situation 

of the firm such as size, number of managers and business growth.  

 

To be noted is the fact that this framework was developed for growth-oriented 

SMEs and is, therefore, based on the underlying assumption that there is a 

need for an increase in MC. It does therefore not include the opposite thrust, 

namely how to decrease MC.  
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5.1.6 Summary 

The objective of this research was to investigate and to shed light on the MCD 

processes in growth-oriented SMEs and to develop a theoretical framework for 

this process. As discussed above, the results seem to provide valuable insights 

that go beyond those provided by earlier research on HRM and SHRM in the 

field of MCD in SMEs.  

 

Due to the small volume of extant literature in this specific field, the grounded 

theory approach was chosen in accordance with the Strauss and Corbin (1990) 

approach. This substantive theory is based on in-depth interviews and reflects 

the experiences of CEOs and top managers who went through SME growth and 

is thus grounded on data. It shows the interactions and relationships between 

an emergent growth strategy with deliberate targets and plans, an MCD 

strategy, the implementation thereof and the assessment of MCD-needs taking 

into account diverse challenges associated within this complex process. The 

relationship model served as a basis for the development of a new framework 

for MCD in growth-oriented SMEs. 

 

This study contributes significantly to SHRM research and to the resource-

based view of the firm by examining MCD strategies and their implementation 

and alignment with growth strategies in growth-oriented SMEs. This research 

further contributes to a better understanding of how growth-oriented SMEs 

develop their MC in order to support their business strategy by introducing a 

new framework of the MCD process within growth-oriented SMEs. This newly 

developed framework, grounded on data of key informants, provides a 

significant theoretical contribution to existing knowledge and improves the 
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understanding of the process of strategy creation, the alignment of growth 

strategy and MCD strategy, and for the avoidance of a managerial limitation to 

growth. 

 

In addition to the three major contributions mentioned in Chapter 5.1, this 

grounded theory study contributes to the literature on SHRM in growth-oriented 

SMEs by adding further aspects regarding the implementation of MCD 

strategies. For example, data suggested that despite having development plans 

in place, the execution thereof posed challenges due to a lack of time and 

motivation, and not to a lack of money, whereas existing literature also identified 

financial constraints as barriers to training in SMEs. The data also ran counter 

to the argument that performance appraisals in SMEs were uncommon at the 

managerial level since most participants did conduct performance appraisals 

with their managers. In addition, the results of this study challenge the 

statement in literature that SMEs offer limited scope for career development, 

since several respondents reported about career opportunities being available 

in their respective companies independent of where employees had originally 

started. Furthermore, the results of this research project might serve as basis 

for hypothesis testing in future quantitative studies. 

 

A further contribution of this thesis is related to the grounded theory 

methodology since the whole research process was not only described in great 

detail, but also in a logical and comprehensible manner and was supported by 

the illustration of all main steps of data collection and analysis in a clear 

process and outcome model. Various studies in literature stated using a 

grounded theory approach, however, they fail to explain in great detail how data 
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collection, coding and data analysis had been performed; there was often not 

even a distinction made between Glaser´s and Strauss´ approach, nor a 

presentation of an argument for pursuing the one or the other approach. This 

thesis compares both approaches and also argues why Strauss´ approach was 

chosen. All research steps are clearly described and transparent, and are 

supported by the application of the qualitative data analysis software ATLAS.ti 

and by a description of how to establish rigour in a grounded theory study. For 

the reasons set out above, this thesis also makes a significant contribution to 

research methodology in the field of grounded theory. 

 

Having sufficient MCD was regarded as being essential for business growth. 

Participants experienced the development of an MCD strategy as an iterative 

process and found it difficult, sometimes impossible, to predict market 

developments and their impact on business growth which led mainly to an 

emergent strategy with business targets and plans that were adjusted flexibly as 

required. The implications of an MCD framework and the findings of this study 

for business practice and specific management recommendations are outlined 

in the next chapter.  
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5.2 Contribution to Management 

The objective of the DBA thesis is also to make a significant contribution to 

management (Bradford University 2014). This study identified a range of 

significant contributions to make to business practice and hosts several 

implications for managers. Since data is based on the practical experience of 

the participants, the implication for business practice is especially relevant.  

 

5.2.1 Transfer into Business Practice 

The developed MCD framework and the findings of this study demonstrate how 

CEOs and top-managers can take a pro-active approach to MCD and how to 

align MCD with the growth strategy in order to achieve a match between 

required future MC and MC currently available. This supports exploiting growth 

opportunities without jeopardising the quality or deadlines of products or 

services offered by the company due to managerial under-capacity. When 

considering how to transfer the findings into business practice the following 

main themes emerged:  

 

Firstly, data indicates that MC rather than written growth strategies is important 

for further growth. However, this does not mean that there is no need for 

strategy at all: having clear targets and plans for the business, developing these 

together with the management team and making them transparent to all 

employees through open communication emerged as an essential theme. Thus, 

in times of rapid business growth, an emergent strategy with deliberate plans 

and targets seemed to be the most appropriate. 
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Secondly, the results suggest that MCD takes time which, in turn, means that a 

pro-active approach to MCD is required. Starting to think about MCD only once 

the gap in MC is already there, harbours risks, since this might prevent 

companies from pursuing growth opportunities or might lead to neglecting the 

current business. The findings of this research study indicate that every CEO of 

a growth-oriented SME should be aware of his company´s potential future MC-

need (at least short- and mid-term) and the point in time at which this MC-need 

is expected to manifest itself, both in terms of the number of managers and the 

required skills and knowledge. In addition, CEOs should assess the company´s 

current available MC in order to identify any potential gap in MC and bridge the 

future expected MC demand. Such awareness enables CEOs to form the basis 

of an MCD strategy that is aligned with the growth targets of their organisation. 

Furthermore, it enhances the company´s preparedness to manage expected 

growth as well as enabling the CEO to react quickly to absorb unplanned short 

notice MC requirements.  

 

Thirdly, the value of having talent in the pipeline within the company, who know 

the business processes and could be promoted to a management position at 

short notice became clear due to the required flexibility and the time needed for 

MCD, especially for recruiting and integrating managers from outside the 

company, a process which also puts constraints on existing managers. 

Therefore, nurturing talent, although not easy to implement in the daily business 

practice was perceived as critical to business growth. 

 

Fourthly, a lack of time was a common barrier to MCD. Senior management 

should realise the importance of nurturing talent and personnel development for 
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further growth and should give those tasks similar priority as other tasks of their 

daily business. 

 

Fifthly, the findings show that growth-oriented SMEs pass through a transition 

from being an entrepreneurial company - where the CEO performs most tasks 

by himself - to becoming a professionally managed firm where the CEO is 

forced to establish organisational structures, control systems, a management 

level, formal processes and guidelines. It is essential that CEOs are aware of 

such a transition. Participants of this study clearly highlighted this change as 

extremely challenging, especially the process of delegation. The findings 

suggest that CEOs tend to start delegating too late and only when they were 

really forced to do so because they had reached their own limits. Thus, CEOs 

should not wait until they reach the point of no return but, rather, be firm, 

empower staff consistently and establish control systems simultaneously. They 

should pro-actively develop MC and select key persons whom they trust and to 

whom they can delegate tasks and responsibility as early as possible. This was 

seen as critical for further growth. 

 

Sixthly, regarding the required management skills, the findings show that, 

depending on the growth stage of a company, the MC-need might vary, thereby 

requiring different resources. The critical question that a CEO should ask is 

whether additional entrepreneurial skills to develop new business fields, or 

administrative managerial skills to establish organisational structure and control 

systems, are more important for the respective stage. Results further suggest 

that, in general, recruiting takes place either from within the internal workforce 

or from the external market depending on the MC-needs and the MC available 
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within the company. However, participants warned that experts are not 

necessarily the best-suited candidates for management positions. Since the 

MC-need changes and increases with business growth, MCD should be a 

continuous process.  

 

The results point to potential challenges associated with MCD in growth-

oriented SMEs. Based on the findings, the following typical potential mistakes or 

risks could be identified (Figure 47): 

 

Fig. 47: Potential mistakes and risks with MCD in growth-oriented SMEs 
 

The recommendations on how to deal with those challenges follow in the next 

section.  
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5.2.2 Management Recommendations of this Study 

A number of concrete management recommendations result from in-depth 

interviews with the founders and managers of growth-oriented SMEs. The 

findings of this study can, therefore, be argued as being highly credible since 

they are based on the knowledge and experience gained by them during 

business growth. They suggest a range of practical recommendations and 

indications for MCD that can be argued to provide valuable insight to 

entrepreneurs and top-managers. The management recommendations of this 

study are summarised in Figure 48 below. 

 
 

(continued) 
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Fig. 48: Management recommendations based on in-depth interviews 
 

5.2.3 Summary 

In addition to the theoretical contributions presented in Chapter 5.1, this 

grounded theory study also provides significant contributions to Management 

and offers a number of practical implications for CEOs and managers of growth-

oriented SMEs.   

 

Firstly, the newly developed framework for MCD in growth-oriented SMEs helps 

CEOs to take a pro-active approach to MCD, to align MCD with the growth 

strategy and to avoid a managerial limitation to growth. Secondly, the findings 

are important for ensuring that CEOs are aware of potential mistakes and risks 

within the process of MCD and that they are prepared to pro-actively counteract 

certain consequences due to growth. Thirdly, this study and the developed 
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MCD framework increase the CEOs´ understanding of MCD and its importance 

for further growth which is important to gain competitive advantage. Finally, a 

number of concrete recommendations to develop MC pro-actively were 

proposed covering the areas of strategy creation and implementation, 

assessing MC-needs, recruitment, identification and selection of candidates for 

management positions, the integration of new managers, retention and career 

management. 

 

5.3 Limitations of the Research Study  

Despite contributing important findings to MCD, like most investigations of 

complex topics, some limitations of scope must be recognised in this research.  

 

Although the findings of this study provide a valuable range of practical MCD 

recommendations and insights for entrepreneurs who want to grow their 

business, it is not possible to formulate a generally valid management concept 

that explains how SMEs can achieve business growth. One limitation of this 

study was the relatively small size of the sample and the geographic limitation, 

being limited to 14 growth-oriented companies in Germany. It is also recognised 

that non-growth-oriented SMEs or those who did not manage the growth 

phases successfully might report other challenges. These aspects have a 

limiting effect on the generalizability of the results and, therefore, transferring 

the findings of this research to all SMEs worldwide is not possible. Furthermore, 

due to the variety of influencing factors on HRM practices within SMEs and the 

manner in which CEOs manage their human resources, generalisations cannot 

be made. This point was also made by Lewis and Coetzer (2009, p. 99). 
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A further limitation of the study relates to validity. One source of potential bias 

was respondent desirability, because that which the respondents stated or 

claimed to espouse in their MCD process was difficult to verify. Possibly, they 

wanted to do some window dressing and reported the story ´in a better light` 

than it really was. In addition, some interviewees may have considered their MD 

practices as a competitive advantage and, therefore, may not have wanted to 

disclose insider details on their MCD process. Although the author assured all 

participants confidentiality and anonymity, the risk of not getting all, or accurate, 

insider-information remained. However, the researcher’s knowledge and 

experience in the field of growth-oriented SMEs contributed to validating the 

findings. 

 

A further source of potential bias in this research study was the author´s 

knowledge base within the context of MCD in SMEs. Having more than 

13 years of experience as the branch manager of a growth-oriented SME, the 

author´s values and beliefs could have caused bias and, thus, influenced the 

validity of the research. However, it can be argued that it was important for the 

researcher to have contextual sensitivity in order to understand the 

respondent´s world (Strauss and Corbin 1990) - this might well been seen as a 

distinct advantage. The fact that the interviewees were informed in advance 

about the professional position and background of the interviewer might also 

have facilitated the interview process in terms of peer acceptance, openness 

and the willingness to share experiences.  

 

The fact that the participants had no time to think about the interview questions 

or to prepare for the interview beforehand posed another limitation. It could be 
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argued that this might have affected the responses negatively. In order to 

counteract this potential bias, all respondents were therefore given the 

transcript of their interview afterwards and were asked to check it. 

 

In order to avoid any bias related to language, all interviews were conducted in 

German. A translation office was commissioned to translate the relevant 

interview passages into English.  

 

Finally, some parties may posit that the nature of the grounded theory 

methodology has inbuilt limitations as it has been criticised for its subjective 

character and its lack of transparency (Bryman and Bell 2007). This was 

addressed by tape-recording and transcribing all interviews, thus providing 

written factual evidence. Furthermore, the research process was continuously 

and diligently documented, with the emergent codes, concepts, categories, 

impressions and ideas able to be traced in ATLAS.ti. 

 

  



290 
 

5.4 Suggestions for Further Research 

Based on this study, some important areas for further research were identified. 

The findings of this study indicate that implementation of the MCD strategy 

poses tremendous challenges to CEOs of growth-oriented SMEs. The author of 

this study follows the arguments of previous researchers (e.g., Barney 2001; 

Klein 2004; Kotey and Sheridan 2004; Lengnick-Hall et al. 2009) to further 

investigate the topic of strategy implementation and suggests that further 

research is required in order to assess and to understand how growth-oriented 

SMEs implement their strategies and MCD processes into practice. It could, 

furthermore, be beneficial to examine the role of timing in this process. 

 

Since it was not possible to verify the statements of the participants in follow-up 

studies, it would also be interesting to interview some of the top managers who 

had been in the companies for more than five years in order to investigate how 

they experienced MCD.  

 

An interesting finding of this research was that managers in the participating 

companies were not evaluated or rewarded for the development of their people 

and talent. Future studies might address this issue and examine the relationship 

between the effectiveness of developing managerial talent and rewarding 

systems for talent development. 

 

Since this study focused on growth-oriented SMEs, the author encourages 

future studies to investigate the differences between growth-oriented and non-

growth-oriented SMEs in terms of the creation and implementation of MCD 

strategies, as well as their alignment to business strategies in order to increase 

the understanding of MCD in SMEs.  
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Appendix 1: Specification of Journal Quality Standa rds 

 

 
  
Source: Harvey et al.(2010, p.5) 
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Appendix 2: Journals Referenced in this Thesis 
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Appendix 3: Stage Models 1962-2006 (Levie and Liech tenstein, 2010) 
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Appendix 3 – Continued 
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Appendix 3 – Continued 
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Appendix 3 – Continued 
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Appendix 3 – Continued 
 
 

 
 

Source: Levi and Liechtenstein (2010, pp. 338-342) 
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Appendix 4: Overview of Organisational Life Cycle W orks 

 

 
 

Source: Rutherford et al. (2003, p. 323) 
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Appendix 5: Checklist for Interviews 

 
   Checklist  for  Interviews  
 

1) OPENING PHASE: 
 

- Thank you for your willingness to participate and be interviewed. 

- Before we start I would like to tell you again, what my study is about: I conduct a 
research on the topic „Management Capacity development in growth-oriented SMEs“. 

- I am particularly interested in the issues that are important to you. Which role does the 
topic play in your daily business? 

- During our interview I will pose different open questions. Please tell me what seems 
relevant and important to you. 

- I will not interrupt you. 

- I expect the interview to take about one hour. 

- In order to be able to concentrate on the interview, I would like to record our interview. 
Afterwards it will be transcribed and deleted from the data storage device. Of course, 
you will receive a copy. 

- The data will be treated in a confidential manner and anonymous. I will also assure 
you this in the informed consent after the interview. 

- Do you agree so far? 

- Well, then let´s start with the first question. 

 
� SWITCH ON RECORDER (paper and pen to preposition) 

 
 

2) INTERVIEW PHASE 
 

Keep in mind: 
- Take time 
- Attentive listening, showing interest, understanding and respect for what the  
   participant has to say 
- Stay calm, any hastiness would prevent the participant from in-depth reporting 
- Be clear about what you want to know 
- The first few minutes are decisive 
- Wait and see. Accept pauses 
- Easy wording, no , technical language 
- Choice of words adjusted to wording of participant 
- Open questions 
- No multiple questions 
- No empathic comments, e.g., “super” 
 

3) CLOSING PHASE 
 

Is there anything else which seems important to the topic of management development 
and growth before we finish the interview?  

 

� SWITCH OFF RECORDER 

- Many thanks for the interview! 

- How was it being interviewed? 

- Would you like to read the transcript? 

- May I come back to you if there are further questions?Signature of informed consent 
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Appendix 6: Introductory Letter Translated into Eng lish 

 
 

 
 

Dear Mr. ….., 
 
I am conducting a research study into how growth-oriented SMEs develop their 
MC. Since you have achieved extreme growth with your company and also 
received the TOPJOB-Award 4 times in a row, I would like to conduct an 
interview with you regarding this topic. 
 
I am the Branch Manager of Schwörer Bauindustrie in Ahrensfelde/Berlin and 
have been involved in the development of management capacity for several 
years. In addition, I decided to pursue this subject more extensively from an 
academic perspective and enrolled for the part-time DBA (Doctor of Business 
Administration) programme at Bradford University, UK. The topic of my thesis is 
“How do growth-oriented SMEs develop their Management Capacity in order to 
support Business Growth and to exploit their growth opportunities”. 
 
Managerial limitations to growth are widely recognised. Many companies struggle 
in filling their key positions. Long-term succession planning and systematic 
management development mostly do not exist. 
 
Furthermore, only little research exists on management capacity development in 
growth-oriented SMEs. Therefore, I decided to apply a grounded theory 
methodology and intend to interview 15 to 20 CEOs of growth-oriented SMEs, 
and to analyse these with the goal to develop a theory or framework. 
 
I would appreciate having the chance to conduct an interview with you. The 
development of your company is very impressive. A first analysis has shown that 
for the purpose of my study your company represents the type of company I 
would like to investigate. Therefore, I would like to ask you, if you are willing to 
participate. 
 
Please find enclosed a short information sheet with personal data about me as 
well as about my research project. 
 
I am looking forward to your reply very much. 
 
Kind regards, 
 
Alexandra Treutler  
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Appendix 7: Research Participants´ Information Shee t 

 
 

 
Research Participants´ Information Sheet 
 
 
You are invited to take part in Alexandra Treutler´s doctoral research project.  
 
What is the purpose of the study? 
The managerial limitation to growth is widely recognised. Many companies are struggling 
in filling their key positions. However, there is only little research on management 
development in growth-oriented SMEs. To fill this gap in the literature, Alexandra Treutler 
will conduct a study about management development in growth-oriented SMEs. The 
purpose of the study is to understand how a growth-oriented SME develops its 
management in order to support its business strategy.  
 
Why have I been chosen? 
You are being invited to take part in this study, because CEOs of SMEs who experienced 
sales growth of more than 10% in at least 3 of the past five years are in a good position to 
offer insight into the above mentioned topic. 
 
What will participation involve? 
The interview can be carried out at your company or at another place. The semi-
structured interview will take approximately 45-60 minutes. The interview will be audio 
recorded, transcribed and later used for the research study of Alexandra Treutler. You will 
receive a transcript of the interview. Upon request, you may receive a copy of the final 
report. 
 
Anonymity and confidentiality 
Personal data of research participants will be kept confidential and anonymous. In order 
to preserve confidentiality and anonymity of the research participants, the name or other 
identifiers of the research participants will be removed in the transcripts and replaced by 
identification numbers. The same identification numbers will be used as file name of the 
audio record files.  
A separate list will include the names of the research participants and their respective 
identification numbers. This list will be physically separated from the audio records and 
the transcripts and stored in a different place under lock and key. Parts of the transcript 
may be used in the thesis and for publication. However, no research participant will be 
named in any transcripts, publications, oral or written reports.  
 
Data storage and disposal 
All research data incl. audio records will be stored in a safe and secure location. After 
conclusion of the project, the research data incl. audio records will be stored for a period 
of 10 years. Thereafter, all research data incl. audio records will be deleted on the 
computer hard drive and on any backup devices. All hard copies will be shredded.  
 
Who will have access to the data? 
All research data collected during the interviews will be reviewed by the researcher and 
upon request, by her supervisor. The audio records will be transcribed by a transcriptionist. 
Parts of the transcripts will be translated into English. The translation will be performed by 
a translation office. Before sending the transcripts to the translation office, the names of the 
research participants will have been removed and replaced by identification numbers.  
Any third party involved in the data processing and data review will have to sign a 
confidentiality agreement beforehand in order to preserve the confidentiality and the 
anonymity of the research participants. 
 
 

(Continued) 
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Appendix 7 – Continued 
 
 
 
 
Please note that: 
You can decide to stop the interview at any point. You need not answer questions that 
you do not wish to. 
 
It is up to you to decide whether to take part or not. If you decide to take part you are still 
free to withdraw during the interview or before ………….(date) and without giving a 
reason. If you withdraw from the study all data provided by you will be withdrawn from the 
study and destroyed. If you do decide to take part you will be asked to sign a consent 
form. 
 
 
Contact for further information: 
Alexandra Treutler  
Email   ………………… 
Mobile ………………… 
 
 
Berlin, ………… Signature ……………………………….. 
 (Alexandra Treutler) 
 
  

Thank you! 
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Appendix 8: Information about Alexandra Treutler 

 
 

Alexandra Treutler, MBA 
 

Alexandra Treutler has been the branch manager of Schwörer 
Bauindustrie in Ahrensfelde/Berlin, a subsidiary of 
SchwörerHaus GmbH & Co. KG with 98 employees since July 
2001. Schwörer Bauindustrie is a leading manufacturer of high-
quality pre-fabricated bathrooms for hotels, homes for the 
elderly and apartment buildings. 
 
Additionally, she was employed by Hausverwaltung Blumberg 
GmbH in Ahrensfelde/Berlin from July 2001 until December 
2006 as managing director. Previously she was head of 
procurement of SchwörerHaus KG in Hohenstein-Oberstetten 
(Baden-Württemberg).  

 
Ms. Treutler has been involved in the development of management capacity for several 
years. In 2008 she decided to pursue this subject more extensively from an academic 
perspective and enrolled for the part-time DBA (Doctor of Business Administration) 
programme at Bradford University, UK. The title of her thesis is “Management Capacity 
Development to support Business Growth. A Grounded Theory Study in German SMEs.” 
 
She read Business Administration at the Berufsakademie Ravensburg, Germany, from 
1993 until 1996. And from 2002 to 2004 she absolved a part-time MBA programme at the 
University of Bradford. In 2009 she completed a course in Systemic Coaching at Artop, an 
institute of the Humboldt University in Berlin. 
 
 
 
.  
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Appendix 9: Confidentiality Agreement  

 
 
 

Confidentiality Agreement 
(Translator, transcriptionist or supervisor) 

 
 

 
I, ………….., agree to maintain full confidentiality with regards to any audio record and 
research document received from Alexandra Treutler related to her doctoral study on 
“How does a growth oriented SME develop its Management in order to support its 
business strategy?” 
 
Furthermore, I agree: 
 

1. To keep the name of any research participant that may be revealed in a 
research document or audio record confidential; 

 
2. Not to make copies of any audio record or research documents, unless 

specifically requested to do so by Alexandra Treutler; 
 

3. To store all audio records and research documents in a safe and secure 
location as long as they are in my possession; 

 
4. To return all audio records and research documents to Alexandra Treutler in a 

complete and timely manner; 
 

5. After completion of the task at hand, to delete all electronic files containing 
research documents from my computer hard drive and any backup devices and 
to shred any hard copies thereof. 

 
I am aware that I can be held legally liable for any breach of this confidentiality 
agreement, and for any harm incurred by research participants if I disclose identifiable 
information contained in the audio records and in the research documents to which I 
will have access. 
 
 
Place, …………………….. (Date) 
 
 
Name (printed)  ………………………………………. 
 
 
Signature          ___________________________ 
 
 
  



330 
 

Appendix 10: Written Consent Form 

 

 

Written consent form  

 

I have been informed that Alexandra Treutler is conducting a study about management 

development in growth-oriented SMEs. The purpose of the study is how a growth-

oriented SME develops its Management in order to support its business strategy. 

 

I freely agree to participate in this study which means that I will be interviewed for 

approximately 1 hour. I declare my agreement that this interview will be audio recorded 

and transcribed and will be used for the research study of Alexandra Treutler. I further 

agree that the transcript may also be used for publication. In return I will receive a 

transcript of the interview.  

 

The information collected in the interview will be treated in a confidential and 

anonymous manner. Personal data of research participants will be kept confidential and 

anonymous. In order to preserve confidentiality and anonymity of the research 

participants, the name or other identifiers of the research participants will be removed in 

the transcripts and replaced by identification numbers. No research participant will be 

named in any transcripts, publications, oral or written reports. 

 

I confirm that I have read and understood the research participant information sheet. I 

also confirm that I agree to the planned procedure, including storage and disposal of 

research data as stated in the research participant information sheet. 

 

I know that I can leave the project at any time, with or without my data. In case that I 

want to leave, I just have to inform Alexandra Treutler by sending her an email 

(a.treutler@bradford.ac.uk) or by calling her on the phone (+49 152 336 162 44). 

 

 

Place: ……………………          Date: …………………….. 

 

Signature ……………………………….. 
 (Participant) 

 

Signature ……………………………….. 
 (Alexandra Treutler)  
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Appendix 11: Example of an Interview Protocol  

 
 

Interview protocol – contact summary sheet 

  

Date of Interview:   21.09.11 

Interviewpartner:    07 

Type of interview:   � personal 

 

1. Main issues in this interview: 
- Existing career planning and management development 
- Annual target meetings, coaching, training 
- Importance of MCD 
- Business strategy linked with MD strategy (!) 
- Limitations of development of certain managers turns into a problem 
- Difficulty to exchange managers because they helped to build all up  
- Difficulty to delegate, crisis of control 
- need for establishing structure, clear responsibilities 
- Retention of managers through team activities  
 

2. What was good? 
- Openness of interview partner 
 

3. What could have been better?  
- Some questions should be more precise –  

e.g., when he reportet about the coach of each managers. What does 
he see as main benefit of a coach? 

 

4. Focus in next contact:  
- How do managers perceive their task of management development? 
- Responsibiltiy for management development? 
- Tasks of HR? 
- Do they plan their MC in advance? If yes, is this aligned with their 

business strategy? 
 

 

Written Consent: � yes � no 

My I come back again? � yes � no 

 

  



332 
 

Appendix 12: Data Analysis starting using MS-Excel 

 

 
 

(Continued) 
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Appendix 12 – Continued 
 

 
 

(Continued) 
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Appendix 12 – Continued 
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Appendix 12 – Continued 
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Appendix 13: Emerging Codes/Categories related to R esearch Questions 
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Appendix 14: Example of Memo 
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Appendix 15: Ethics Approval 
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Appendix 16: Interview 04, translated into English 

 
1 Interview 04 

2 Date and time: 24.08.2011, 14:00-15:00 

3   

4 I = Interviewer 

5 A04 = Director of  “Firm 04“ 

6 ____________________________________________________________________________ 

7   

8 I: Your business has been on the market since 1995, very successfully I might add – as I’ve read 

online and in various press articles – and has grown very strongly.  Now reaching 225 employees 

and sales of € 20 million.  

9   

10 A04: That is true.   

11   

12 I: What experiences have you had with respect to management development and leadership 

development, during this time of growth? 

13   

14 A04: I think one always continues to approach glass ceilings, if one does not delegate fast 

enough, and thus detaches oneself from things. An enterprise with 40 people fundamentally 

works quite differently than one with 80 or 200 employees.   

15 The biggest challenge for us was to identify managers and train executive leadership and to lead 

them into or acquaint them with their tasks. And to simultaneously release (control).   

16   

17 I: Do you mean yourself?  

18   

19 A04: Yes, exactly.  There are three of us in management. We agreed to this at some point – they 

had to learn to let go from day one. Thus to continually build trust, (to motivate them that at the 

beginning other people are even worse at it than they themselves are, and then still to let them 

run with it.  

20 The biggest mistakes that we made at the beginning were to believe that people with great 

know-how in their area of expertise – “experts” – as we still call them, that they would be the 

ones to have the best management capabilities.  Somehow that is quite traditional.  But we felt 

this quite clearly.  This resulted in a whole number of problems.   

21 Today we see it as being two completely different career paths. On the one side the manager-

route, who has to learn from the beginning to lead even if the industry is not familiar to the 

incumbent.  We have a unit principle.  Unit means nothing more than having different 

competencies working together in a team and to thus solve specific tasks for diverse clients.  And 

here non-specialised management is always on the agenda.  

22 The other carrier path is the one based on expertise.  Specialist supervisor, senior or limited 

expert/big expert and so forth.  And we have managed to tell these experts, who themselves 

want to be seen and feel empowered and thus complete management tasks, that "no, you don't 

have to lead, but you are known in the company by your titles, by lectures, by cars and whatever 

else one needs to differentiate or set oneself apart from the co-workers if it is not about the 

headcount." That is the main experience that we’ve had.  And here our company is fully aware 

that it is important to address this.   

23   

24 I: Do you get most of your managers from your own ranks or do you recruit them externally?  

25   

(Continued) 
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Appendix 16 – Continued 
 

 

26 A04: 50:50. It’s a good combination.  We have a fully formulated mission statement. In it is 

written that we want to fill one half of the leadership positions with people from the company, 

and get the other half in externally.  The people coming in from the outside appreciate the 

company more than those who have worked in it for a long time.  One becomes very critical, 

very – I would almost say ‘spoiled’ to appreciate that which one considers as an asset if one has 

such a company.  And then it's always very pleasant if someone comes in from the outside and 

utters a corresponding appreciation. And someone who has simply learned coming from very 

different circumstances to also assert him/herself. We find this to be an excellent combination.  

It works.  As long as one grows, one has no other option, because not everyone who is part of 

the staff has the ability to develop further.   

27 We do have development programmes.  Each year about 10 people complete a development 

programme.   But with 230 employees we can’t find and name 10 new executives from our own 

ranks each year.   We have grown accustomed that only a few actually make it into a leadership 

position.  We have done this for the past four years.  This means that 40 people participated in a 

leadership development programme.  And only a select few of them have become executives.  

28   

29 I: What was the reason for this?  

30   

31 A04: Firstly, because we can’t occupy 40 positions and because we – they notice their own 

limitations.  So we aren’t fussy there. They have to take part in a pre-check there and let's say 

that instead of trying to tell someone that they are not cut out for the job, we let them 

participate in the programme.  And then they notice for themselves that they may be better 

suited to do something else.  Then it is clearer that she/he may be better as an expert.  And it is 

not harmful to the experts to be confronted with the topic of leadership.   

32 Because it is about -- leadership also means to be able to lead oneself.  It means leading bosses; 

it means leading neighbours who are on the same hierarchical level as oneself.  And if one is able 

to that, then one can start leading one's co-workers.  Most of them think that all one has to do is 

lead the other employees.  I always find that if one can do everything else, one can do this as 

well.  Then it is a good thing that they complete such a programme.   

33 The programme sounds very exciting.  At the end they spend four full days with an external 

supervisor plus complete a joint task and which again takes up about another 4-5 days. But still - 

this tool is recognised. One wants to go there.  There is only limited access.  Thereby it also 

becomes more interesting.   

34   

35 I: How long does it take to complete such a programme? It is subdivided over a specific period of 

time or do you do it all at once? 

36   

37 A04: Yes, it is one day here, and then it is complete over what I believe are three months during 

the autumn and at the end there is still the final task that needs to be done.   

38   

39 I: Do you have a replacement system for all managers?  

40   

41 A04: Yes, we do have that.  It is even listed.  Because there aren’t just planned absences, but also 

unplanned ones.  And at times that are two people.  Then there is a tandem system, where they 

have to manage the cover arrangement together.   

42   

43 I: How do you manage to bind the employees to the company?   

44   

(Continued) 
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45 A04: We have reached our limits at this particular site.  We are expanding to … [location deleted] 

just to obtain resources.  We don’t have clients there. None. In this regard we are very cautious. 

For us it represents an extended workbench.  It works.  We have a clear view of the competition 

for new employees quite clearly and differentiate ourselves from the bigger contractors by 

saying that with us “you can see your own results very quickly”.   

46 One does something and the results are visible.  And in larger corporations this is hidden.  I do 

something and am a cog in the machine.  I can’t do that.  The people address me, we are also 

very cautious with people who come from such major corporate cultures. Even if they just 

completed their training there.  For example IBM; apart from the salary expectations, we can’t 

redeem other expectations there like internationality or rotation and do on. And we notice that 

we are culturally simply different.   

47 If it is owner-managed, one has maintained a direct communication path to the shareholder, to 

the managing partner - which is something that we want to strongly include in the brand.  That 

one always knows the heads of the company.  Open communication.  Four times a year we hold 

an all-encompassing meeting, where we disclose everything on the welfare of the company up 

the level of operating profit. We are all on a first-name basis. The trainees sometimes find this to 

be quite difficult.   

48 And like I said, we are very invested in individual development and see to it that the people 

rotate and always receive different tasks.  We agree that everyone working here could be 

earning more elsewhere, but that they would enjoy their job a lot less.  But it is important to 

have fun whilst being successful, because one says : this is the success of the team, they made it 

happen.  We do project business.  Which means the scope, the timeline and the budget are the 3 

big things that always accompany you and that demonstrate clear success parameters.  We are 

able to say exactly what has been successful and what has been unsuccessful.    

49   

50 I: In the case of management development do you also have of key figures - or what options you 

have to measure the success or the achievement of objectives of a developmental measure?  

51   

52 A04: We don’t have those.  We can’t afford to look at a ROI of a specific investment.  Instead 

we… to be honest, it is similar to the staff recruitment process.  Each year we work through 

about 3,000 applications.  In the end, out of all the systems the one that is still the most reliable 

is the one in your gut where you say, this works, this doesn't.  It is exactly like that – we have also 

done many internal events with the executives.   

53 How do I recognise people's potential? Because, we don’t receive them tailor-made from the 

market; instead, we survive by continuously furthering the education of our own people and that 

we are able to distinguish who has which potential, which is often done by gut feeling.  And all 

have said it unanimously, and I think that's also part of the prevailing doctrine, where one says 

that people grow if you throw them in at the deep end. Regarding the difference, which at the 

beginning is rather frightening.  And one of my favourite quotes is: “What looks like an enormous 

leap in the morning becomes a small step in the evening".   

54   

55 I: Have you employed young, inexperienced junior staff in management positions?  

56   

57 A04: Yes. And it is always wonderful – I have had the privilege of accompanying many graduates 

into great positions.  It also has its moving moments.  And I’ll say that in 10 cases one had to 

backpedal twice.  But we have 8 great ones where it worked well.   

 

(Continued) 
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58 Additionally we have a formal system of performance appraisal and we also have a clear, 

relatively simple result allocation – at least on the divisional level.  It is about the contribution 

margin. Done.  Otherwise they have all the liberties they want. I don’t have to busy myself with 

any kind of auxiliary constructions, instead I say the contribution margin a result, is actually not 

an objective agreement, but a result agreement, an outcome agreement. Then one can already 

witness how people deal with things, even with defeats.  How long they celebrate it.  And it is 

documented in writing.  So the year's appraisal interview is relatively extensive. There is also 

always a feedback from the employees about the executive managers.  I don’t have anything 

else.  To claim that he managed this because he was learning on the job, or because we sent him 

on a 4-day-seminar, you can’t split the two.   

59   

60 I: Is the continued education controlled?  

61   

62 A04: No, we don't do that.    

63   

64 I: Is there an educational budget for each year or are the individual areas free to decide for 

themselves?  

65   

66 A04: Yes, we do have that.  We have a rule of thumb agreement.  So that we have just a rough 

estimate for financial planning purposes.  Special cases always justify special expenses.  Staff 

development is not the area where one is seen to be smart when saving money.  We have quite 

a complex structure.  We service about 20 job-families.  We have creative people who are very 

quirky.  Then we have the militant system administrators who are very reserved.  Then we have 

project managers, we have consultants.  It is quite a potpourri.   

67 We also have different requirements when it comes to continued education.  Especially 

concerning hard facts.  Not only the soft facts, but especially the hard ones, they need 

certifications and similar things.  And that is expensive.  So I can’t approach it with a particular 

formula and I also don’t plan individual budgets for 20 job-families; instead, the company has a 

budget and actually we have always more than cleared it.   

68   

69 I: Do you have strategic human resource planning?  

70   

71 A04: We try to synchronise the development of the individual business areas.  For God’s sake, we 

don’t even have a 5-year-plan, but we do say that it will develop like this or like that.  Most 

importantly we say that if we do something, we want to do it right.  We have reached a critical 

size in this organisational unit.   

72 Incidentally, we also think about the critical size of the company. Where does it stop in our case? 

At the moment we feel like it should be at 400-500 people.  We believe that at that point we’ll 

have reached our limit for such an organisational structure and for the topic that we’ve set as an 

example.  And every organisational unit has its ideal operating size at about 25, 26, 27 people; 

we always say that it needs to be constructed like a pyramid in order to have the matching 

expertise.  Moreover, to also be able to operate profitably.   

73 You can’t have 25 alpha dogs jumping around and not have any juniors.  And thus I get a kind of 

rough planning, so to speak. This is also very important for HR.  Which positions have to be filled 

with which skill levels.  At the moment we are busy combining this even more clearly.  As in the 

business unit planning and human resource planning. And the human resource planning always 

means: Either I must develop these people or recruit them.  But I understand that we are very, 

very reflective here.   

74   
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75 I: In practice, there are various situations: Companies where there is no staff development 

strategy; then companies with HR units which do plan developmental measures, but not in 

coordination with the corporate strategy; and in some companies the staff development strategy 

follows the corporate strategy, or is even part thereof. How is this in your case?   

76   

77 A04: In our case it is an Excel-file.  In it there are the 20 business units, their sizes, the number of 

skill levels that they contain and where one could say: we have these people and some of them 

could be developed further.  In HR we are happy if each time we know the contact person in the 

company, who then makes the statements and also assumes the responsibility for the 

development. It is very important to us that HR has a strong position, since we say that we are in 

the people-business.  All the staff divisions, finance, contracts, etc., and also the operational 

business, that is, working off the orders, report to me. It is also my responsibility to ensure that 

HR and operations are rather strongly intermeshed. This is not a hurdle of the other directors, 

this cannot be skipped. Instead it converges with me.  It is a programme point for HR, a task that 

is in the target agreement available from the HR director: to keep HR in the company.   

78   

79 I: Is HR also responsible for development or is it rather the responsibility of each manager to 

continue to develop their staff and to identify new trainees?   

80   

81 A04: There we’re clarifying HR’s job at the moment. It is actually a never-ending task. We are 

experiencing this more and more in the company.  Because my opinion is that it belongs in the 

company. It used to be that “Yes, yes, leadership takes place through HR.” Which means that as 

soon as there was a problem somewhere, one would run to HR.  Then I said: “No, HR must be the 

enabler for the managers, in order for them to perform staff development.”  

82 And not only to lead, because an important leadership task is to develop staff.  And one can’t 

expect HR to formulate individual development plans when looking at the large number of job-

families that we have.  What one can do is expect HR to make a toolset, a set of instruments, 

available.  What we are busy dealing with at the moment is for HR to encourage the managers to 

actually do it.  We’re negotiating it.  Because some of them find that this is equal to 

reprimanding them and they say "It is none of your business", whereas the others say "Thanks 

for the support.  I find remarks to always be helpful and not an assault. “We’re evening this out.  

As I said, the common denominator is:  Methodology, instruments, and tools come from HR and 

it is the manager’s task to fill these with individual plans.  

83   

84 I: Does that mean that it is the executive’s responsibility to see who needs which training, whilst 

the support within the organization then comes from HR? 

85   

86 A04: From the staff, so to speak.  Yes.  

87   

88 I: Do you also make use of tools like coaching, mentoring, 360°-feedback, seminars, on-the-job- 

procedures?  

89   

90 A04: All together.  We perceive this in a very situational manner. For the top level "unit leaders" 

we have - so to speak the second level after management - we have five. Someone comes from 

the outside, someone – Kienbaum, we are allowed to say it - who is very good with diagnostics 

and who always analyses our current situation and then we spend our time together doing tasks, 

which we discuss throughout the year with one another.  Thus management and unit leaders 

according to the slogan: “How do I better control my emotions? How do I not loose my cool as 

quickly when faced with problems? Or how do I read and interpret key data? “This signifies very 

strongly individualised developmental programmes, developmental steps.   
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91 One level further down, executives have the opportunity - and then it's not Kienbaum, but a 

woman here as an external coach – a) to go to the assessment centre again and, especially if 

they are new, do externally form a group, I always say a self-help group, and then they can say to 

one another: “I have the problem of not being acknowledged by previous colleagues as 

executive".   

92 Because the same things keep coming up.  And we as a company tend to keep it on neutral 

territory. HR does not get involved, they just supply the contacts and gives methodical 

guidelines.  The actual manager also doesn’t get involved; she/he just says that they will sort it 

out between themselves.  Then we have trainee-programmes for those that come directly from 

university.  They have an adequate accompaniment.    

93 A multiple set, which we always tailor to fit the individual. I think that standardised measures 

without adjustment to the individual fizzle out completely. HR is very oriented towards target 

groups.   

94   

95 I: How would you assess it: what factors complicate the management development or make it 

difficult to implement them in everyday life?   

96   

97 A04: Hmm...   

98   

99 I: Or is it maybe not as difficult as it seems?   

100   

101 A04: No, it is difficult.  It is difficult.  On a very abstract level there exists the conflict between the 

pressure of having to generate profit margins and also to develop people in the long term.  We 

keep seeing this.  That is true.  Similar to how we have parliaments, which are elected every 4 

years and which then have to show short-term successes and thereby criminally neglect the 

long-term developments. We see it like that.  That is on the abstract level, so to say.   

102 On the concrete level, we see time and again that the executives try to accommodate their 

employees. And this instead of hiring another person; to attract the things, the daily business, 

and thus they try to replace the missing ninth or tenth employee.  And then the leadership tasks 

slide in behind one another. They find themselves in quite a fatal situation.  Because then they 

become comparable, when they simulate the ninth or tenth person.  So, I am developing, give 

me the partial package.  Suddenly they become comparable.  The leadership tasks aren’t done.  

One can see that leadership simply isn’t happening.  It is like in soccer:  Coaches.  I find this to be 

a very difficult situation.  Where one says: I’ll go with you onto the field and no one musters the 

distance, no one analyses the situation, defines it anew.  It is a great challenge to us.  This is sort 

of opposite to the abstract challenge.   

103 At the end it is always the same reason: namely because you have deadlines and because 

customers are demanding. As service providers one devotes oneself to customer orientation, but 

from an HR perspective that is ambivalent. They like to come with a killer argument: First the 

client, then the employee.  There are executives who act like this for 220 days a year and who at 

the end can’t understand that their employees rotate away from them.  We do have an internal 

competition, where one says “Oh, we want to work in a well-organised unit with an executive 

who emphasises mentoring and development".  We do have this spirit in the company. Yes, we 

do pay attention to that.   

104 Because there is an expectation on the part of  the employees to be further developed.   

105   

106 I: What would you say, which of the three reasons why management development in everyday 

life is difficult prevails: Time constraints, a limited budget or lack of motivation?  

107   
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108 A04: Above all it is a lack of time.  I don’t really think money is such a big issue.  Not that we have 

all that much, but I would put that in last place.  But it is also a case of motivation, which one 

sometimes doesn’t recognise.  It is an element with which we struggle.  Especially when the 

people have been with the company for quite some time.  That they can take it a bit easier, by 

which I mean the business, and that they can change from being high potentials to top 

performers and then have a type of S-curved performance. And then they leave it at that.  Even 

in an industry like the internet we see that the effect materialises.  Funnily, if one extrapolates 

this, then the next step would be where one behaves like the clients, relaxes and tells oneself 

that it is time for the others to do the job.  I have stood in the current for long enough.  Now the 

others can do it.  I know exactly how it is done.  

109   

110 
I: Have you ever experienced a manager who came into a leadership position to at first have 

done a great job, but then to have had difficulties with increasing growth?  

111   

112   

113 A04: Yes, sure we’ve had that.  It is actually a real growth challenge, for people to – one couldn’t 

have the internet as… these days one can choose it as a prospective career, similar to the old 

days where one wanted to become a train conductor.  It wasn’t as though when it was found, I 

would say with the first 40 co-workers, that they had an excellent education.  Instead one had to 

learn on the job.  And those are, as it were, the pillars of society which had at that time, which 

one has with 40 employees. Because of them in some cases the company has developed much 

faster than what the employees have been able to keep up with.  A situation where employees 

didn’t shine because of their real ability to perform, but rather because of their will to perform.  

And they are pre-occupied to loyalty, overtime, etc.  Where we didn’t only notice that the 

company as such is developing quicker than the employees, but the client is doing so as well.   

114 One often has clients, who started with their own funding, who also say: until the others have 

understood what I am saying the market is gone.  Here is 100.000, - € and if I can show 

something then to them I’ll get another budget.  And they often have that: three of them, three 

of us.  But suddenly they had 20 people and we had 5. And then often we are in the same boat as 

the client – because the client contact – either he demonstrated development or he was 

replaced.  We often landed in precarious situations because of that.  This was a real challenge, 

because they are also well-accepted persons.  They are almost members of the family, because 

they are with us for so long.  To almost prepare an ecological niche for them. One of our 

strengths.   

115 I said before that we often made the mistake of awarding leadership positions to experts.  We 

have 5 to 6 people in the company, who we involved in a successful operation without loss of 

face by replacing them in an ecological niche without leadership responsibilities. We are able do 

that.  But these are not easy transitions for all involved.  

116   

117 I: A good solution in order not to lose people?  

118   

119 A04: Yes, and one needs them as well.  Especially the rest of the company observes how loyal the 

company is to the employees that have landed in a difficult situation.  Yes, in that case we are 

still a family business.  For sure.   

120   

121 I: Can you prepare the employees and managers for growth? Can one act pro-actively in such a 

case? 

122   
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123 A04: Today it’s a completely different generation.  Today we have high school graduates, which 

by the way is another basic setting of people - I'm always amazed at how articulate they are, how 

well-educated they are.  It is also a different generation to those who have no qualifications.  

Many career changers. At times I still - I was in the industry before they were, I went to courses 

where one, how is it called – people in transition – as in geographers, physicists, who in a 1-year 

course changed into programmers, developers, front-end PHP coders. And I went there to do 

recruiting, to get those kinds of people.  And they are confronted now with people who didn’t 

have to be reskilled, but for whom programming has been a part of their lives since their youth.  

It is actually quite a generational problem which we are experiencing.  And this also happens in 

other industries, where young pups have to get along with old timers.     

124   

125 I: In retrospect, when looking at the growth phases of your company and the management 

development, would you do something differently – where you’d say, if I’d known this 

beforehand, I would approach the following things differently with the knowledge I have now? 

126   

127 A04: With reference to employee development, employee leadership I’d say no.  I’d maybe 

muster the courage earlier to differentiate, the latter entailing another important phase, namely 

the issue of undifferentiated leadership.  The executive was the one that had at least one intern.  

Then they simply became more.  Then there were 15 or 16 people, which we divided into level 1 

and 2.  Because we say that 15 people cannot be reporting to one management.  There has to be 

another level in between it all.  I would be more frank about this now.  We were very conscious 

of sensibilities and today I’d be more frank, less afraid.   

128   

129 I: How would you do it?  

130   

131 A04: Well, that from the 15 you select 3 and instruct them: you lead unit 1, 2, 3. End of 

discussion.  And we had many intermediate stages and conducted external seminars and so on.  I 

would execute this more vehemently. And all the rest are things associated with portfolio 

strategy, which doesn’t really have anything to do with employee development.  There are many 

things – sure, afterwards one always knows more, but seeing it as it is now most of the decisions 

were correct.  And even with the things that I know now I wouldn’t change things.   

132   

133 I: I think your success is proving you right.   

134   

135 A04: That is true.  Yes, exactly.  We aren't the type to now say: if only we would have branched-

off like this in, I would say, 2005.   

136   

137 I: Which advice would you give to a company which is growing steadily?  

138   

139 A04: To have the courage to think ahead.  Which we had to learn.  Especially if you have active 

managers, the tasks is – active managers - are always busy, I mean that one has working 

shareholders, that one has a division of labour in which the time frame is covered. For me the 

year 2011 is done.  And the whole time I am only thinking about 2012.  About the starting grid, 

where we find ourselves.  And it wasn’t always like this, rather the management only thought 

about the next quarter.  Now we think about the next year.  The unit leaders, and this is correct, 

they think about the next quarter or the next six months, and the individual executives think 

about the next month, how the projects are doing.  And the individual employees think about 

the weekend.  And I think that’s fine.  That’s a good division of the various tasks. And …I should 

have enforced this a lot earlier.  And I should have removed myself a lot more from the 

operational business and should have gotten down to strategic topics quicker and with more 

courage.  Because that hurts a lot more if one doesn’t do it. One would think the inverse would 

be true.  Because one says: now I need to get the contract signed, or call the client again or coax 

him with the help of a co-worker. Where I say: “Damn it, no, you yourself are actually 

responsible for building the highway into the future. 
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140   

141 I: Does one need good people who offer encouragement?  

142   

143 A04: Yes, so that you can detach yourself from it.  Yes, exactly.  As I see it, the most important 

thing if one is growing is recruitment.  For the managers this is the main challenge – this is the 

difficult thing with our client base – the main challenge is finding the right employees.  To choose 

the right ones.  And when one has found them, to develop them.  Because only then can they 

delegate.  As long as they are not there, you can try to delegate a 100 times.  But building up the 

potential of people who can take over tasks -  that is how growth succeeds.  And not by acquiring 

order upon order.  They will come in by themselves. 

144   

145 I: Would you still like to look at the Greiner model?   

146   

147 A04: Yes.  

148   

149 I: Greiner’s model describes business growth in various phases. After each period of growth 

there is a crisis, as soon as the organisation has to make major adjustments.  At first companies 

grow through creativity.  

150 This phase ends with a crisis of leadership style.  Companies that have survived phase 1 and 

introduces a strict leadership continue to grow.  With increasing complexity and a growing 

number of employees at the end of phase 2 one falls into an autonomy crisis.  It becomes 

necessary to create new structures in order to delegate.  In phase 3 the company grows because 

of the decentralised organisational structure.  But at some point the top managers feel like they 

are losing control.  Phase 3 ends with a crisis of control.   

151   

152 A04: Absolutely true.    

153   

154 I: In phase 4 divisions are reorganised, and at the end there is the danger of a looming 

bureaucracy crisis.   

155   

156 A04: Yes, yes, exactly.  Excessive control.  Yes.  

157   

158 I: The next growth phase, phase 5, is characterised by quick problem solving in small teams, etc.  

159 Greiner states that the top management must be conscious of the different phases in order to 

recognise the need for changes within the organisation.  

160 Greiner even goes so far in that he says a good phase 2 manager, who is confronted with an 

autonomy crisis, would be wise to look for a different company in phase 2 where she/he could 

use his strengths.  Because in phase 3 she/he needs to create rules - which for its part requires a 

different organisation.  And he also advises that one should recruit external managers, which 

could take over this part.   

161   

162 A04: That is the reason why I am here.  And that is exactly the reason, that at this point of 

growth through strict leadership, how does one escape from this familiar culture - everyone can 

talk to anyone at any time - and introduces the idea that someone with an outsider's perspective 

comes in, which I no longer have, that she/he comes in and does it like that.  That is why we 

implicitly chose to do it like that.  We went through the theme bureaucracy and so forth. I think 

that in total we are to small for us to do it every time - one is torn between continuity and I 

would replace these exchange requirements with the ability to learn.   
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163 Because my co-managers, who have also never worked in a different company, wouldn’t be 

where they are today if they had not changed considerably.  So it’s an incredible process of 

maturation. I would almost say that they would have occupied different roles over time.   

164   

165 I:  Would one be able to get past some crises quicker if one would be familiar with Greiner's 

model, or is it necessary to learn by doing? How do you see it?   

166   

167 A04: I also see it that way.  Because you can’t decide during everyday life if you are ready for a 

bureaucracy crisis.  You always receive individual clues and then you say: “It’s logical that the 

creative people do not agree with this.  Because even if one doesn’t write anything, they will say 

that the company is a bureaucracy”.  Only because I say: “Please close the window when you 

leave at night to go home".  That's already an invasion of personal rights.  And only when the 

signals are condensed, then yes. But I believe - had I previously seen the diagram, would I have 

done something differently? I don’t think so.  No.  It is a bit like winter on the calendar.  There 

can still be some warm days.   

168 I think it's a nice model which I consider to be absolutely valid. But is that sufficient to say that 

one can step in with concrete steps? Because I also think that one takes – which is jargon in our 

industry - evolutionary and revolutionary steps.  We also see it like that.  Where I say, now we 

need to fundamentally change something again.  Because that also happens here.  Yes, it is 

fitting.  And it is nice to see afterwards how one also follows particular patterns.   

169   

170 I: Sometimes one can also skip a phase or maybe go back a phase.    

171   

172 A04: That is very important to us.  We have often discussed if we should arrange ourselves 

according to departments.  As in which organisational form fits with which company size.  That is 

the discussion.  And we have often thought if it wouldn’t be better to work according to 

departments.  But then the problem becomes that the project manager has to go to all the 

different departments.  And that he then has to – in your case this would be glass, wood, stones, 

electric.  She/he has to go to everyone and win each of them over.  While we have so-called units 

– which mean a team with two electricians, three masons, two carpenters, and then they have to 

get it right somehow. But then the challenge is how to keep the two carpenters state of the art.  

As in how does one further educate them and how does one organise it all better.   

173 And we prefer the topic of a unit because they are manageable units. Then one doesn’t realise in 

everyday life how big the company is growing.  So the growth difficulties one has at the top level, 

where you say, what's the new unit’s name, which business do they deal with, who leads them? 

But the other organisational units can continue operating as they were.  They don’t receive 

another contribution margin.  There is always still the one or the other that joins in.   

174 Because I also say, where is the optimal size for the unit?  Like with school grades.  There is a 

division.  While working with the departments, I must say: “Wait, now I have 20 carpenters, what 

do I do with them?  Then the headcount isn’t correct anymore.  Then you stand in front of it and 

say, in principle the unit is ok.  And the training and development problem of two lonely 

carpenters in the unit is solved by saying: "Across a dashed line you form a community with the 

other carpenters in the other units". Which means that you have your nights where you 

exchange experiences when you have your regular informal get-togethers (Stammtisch), where 

you share things and it’s across units, it's almost across the entire company, that is how one 

communicates with other companies as well and that is what we like to support.  Thereby it is 

balanced out and it remains close to the standard.   
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175 Thus unit is something to cushion the growth pains.  But also to stop the so-called identification 

crisis.   For me – as I always say – it is a federal system, which fits us Germans well and is an 

obvious counterpoint to any centralised approach.   

176   

177 I: Until you reached the size of 225 employees, which you have now, were there ever phases 

where you said from this point on something really had to change, that is the point where we 

restructured?  

178 Where was the next big change?  

179   

180 A04: It was at 100. Although one noticed the pains from 80 onwards.  At the point when we had 

a staff of 40 I wasn’t there, they only told me about it afterwards.  But 80-100 is a real challenge.  

But we stick to the headcount formula, where one says that one is able to supervise 7-8 people.  

Especially in this case - we have about 70% academics - with the challenges of an intellectual 

nature that one has there, even at the level of addressing someone. In principle at 80 one is, I 

would say, if there is always one manager who looks at the operation and (one that) sells 

together with the team.  He plays the foreign minister.  Then he has eight people who report to 

him, and each of those already has 8.  So 8 x 8 equals 64. That is noticeable.  Then you have the 

sales team, a bit of marketing, someone for accounting. And then using this headcount formula 

one almost reaches what has been projected as the limit, which is somewhere in the region of 80 

to 100. Then I came and we introduced the units.  Where I said, we can’t deal with the 

departments any longer.  It is restricting us.  We can’t evolve like this.  We are not able to expand 

our scale of operation.  And that was a big re-adjustment.  The unit principle fits the industry in 

any case.  One can use it.  It isn’t something unusual, nor is it unknown in the project business.  

One just needs to adhere to the principle of building units.  For example, what specifically does 

each one entail—clients, large/small, or geographical, or whatever you choose.  We figured that 

out for our own purposes.    

181   

182 I: Has it become a matrix organisation?  

183   

184 A04: No, a unit organisation is a unit.  And these dotted lines where the exchange takes place, 

that is sort of an approach to the matrix. But we aren’t a clear line organisation.  Staff- lines 

actually.  With HR etc.  And the line is just one where you lead from outside your area of 

expertise. A team, an interdisciplinary, multidisciplinary team is a unit. Consisting of  40 to 50 

people.  So we have 4 large units and a smaller one that is expanding.  But there is a unit leader 

and he is responsible for the results.  And there is no one, who – matrix for me is always 

someone who will come in from the side as a specialised executive programme manager or 

product manager. The project manager in our case is in the unit and is the one who changes 

hours into money, as it were. But in principle he has no disciplinary function.  

185   

186 I: Were the factors that had made the change at 40 people so difficult, reported to you?  

187   

188 A04: The staff’s training.  Because marketing is done by the one manager’s wife and the staff is 

handled by the other manager’s wife.  And accounting is done by an external firm.  Where one 

says, no no no, this must be done professionally now.  Where one has neither the money, nor 

the experience with it.  Because these aren’t things you are familiar with.  If you are a developer, 

then what do you know about marketing? Or about reporting.  So this is the training of these 

approaches to the staff roles.  
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189   

190 I: Is there anything else which you would consider as important to the subject of management 

and leadership development? 

191   

192 A04: I think we covered all the important elements.  Everything that influences me during the 

daily and yearly activities has been well presented.  I think we are complete.   

193   

194 I: If I have another question later on, could I contact you again?  

195   

196 
A04: Yes, sure.  I don’t know, I think the way we arranged a meeting was uncomplicated.  We can 

do it again.  Send me an email.  I respond within 24 hours.  It depends on the complexity.   

197   

198 I: Thank you for your time and the very interesting interview.   
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