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Andrius TamosSianas

Introduction

Restructuring processes are continuous in market
economies. Technological progress, diffusion of
innovations results in market disruptions and
convergences. The latter create new markets
and value networks, impact the scope and scale
of consumption and related businesses changing
the nature of competition and market dynamics.
Such evolution affects all sectors of economic
systems including processes of integration and
globalization, causing enterprises to restructure
in order to maintain or strengthen their market
position. The last decades of the global economy
(including the latest economic crisis) showed
restructuring as a radical and complicated way
of reconstruction related to a great risk due
to its essentiality and extent; thus, it is vital
both for SMEs and economic systems. Yet
by the definition (EC, 2005), data on SMEs is
fragmented, limited and publicly unavailable.
Consequently, scientific researches on SME
restructuring are scarce and fragmentary.
There has been no research to form the basis
for preparation and effective implementation
of economically justified SME restructuring
programmes (plans) made until now. Having in
mind the context, the paper synthesizes a vast
spectrum of literature and empirical data in the
attempt to systematically approach this issue
with specific focus on rationalization of SME
restructuring processes as a complex. For this
purpose, the author proposes the integrative
model for the management of SME restructuring
programmes that allows rationalizing the
management of restructuring process and the
use of human, material and financial resources.
This enables SMEs to identify, adjust and
implement measures for reconciliation of
controversial management methods in order to
strengthen and balance interactions between
strategic, tactical and operational tasks. In
addition, this helps to focus on permanent

improvement of management systems of SMEs
seeking for divergent and sustained competitive
performance.

1. SME Restructuring in EU

Restructuring is a prerequisite of economic
systems whereas business entities must adapt
to dynamic target environment and shape it in
order to remain resilient and competitive. The
majority of studies, however, cover issues of
larger restructuring cases and focus less of
SMEs, which represent more than 99% of
European businesses and contribute to nearly
50% of global GDP (EC, 2005).

As per findings stemming from the analysis
of SME restructuring cases in the EU during the
last 10 years, SME restructuring is often reactive
and unplanned. Yet once started, decisions
are quick and flexible. As leaders, owners and
CEOs (reporting directly to owners) are keen
to improve in terms of time, effort and money.
Grounds for such insight have also been found
when interviewing 18 Lithuanian, 26 Latvian
enterprises during the period of 2008-2013
seeking to examine why and how businesses
have been influenced by restructuring. It
was observed that SME restructuring often
represents one of the following types:
= internal restructuring (adjustment of

internal processes or structures and their

interaction) — heterogeneous and due for
business expansion or bankruptcy, closure

or outsourcing via sub-contracting (e.g.,

accounting, legal services, maintenance of

IT, transportation) locally and internationally

(e.g., consultancy); yet also caused by

relocation and merger/acquisition. While

this type is the most informal (limiting
the amount of official statistical data), it
prevailed during 2005-2010 in Europe (EC,

2013a; EIM, 2010; De Kok et al., 2011)

taking the following forms:
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0 change strategies, incl. diversification,
expansion, and cost cutting prevailing
during the peak of recession in 2009;

0 upgrade of internal processes and
structures;

0 production upgrade;

communication networks upgrade;

O business transfers and successions and
this trend is anticipated to continue up
to 2021 (EC, 2006; Kowalewska, 2010).
Although cost cutting is the most prevalent

form of internal restructuring (Gallup, 2007;

Orlowski et al., 2010; 4Results, 2009; OECD,

2013) and includes outsourcing (accounting, IT,

legal and back office services and other more

standardized functions such as transportation),

innovation of products, processes and

management structures can also be applicable;

= relocation — as the choice of business area
depends on the place of residence of the
owner and the strength of ties to the local
personal and business networks, relocation
has little importance for SMEs. Other
possible constrains are related to property
costs/rent, wages, markets or available
workforce, e.g.: i) in Lithuania, the level
of SME relocation is higher in the service
sector than in the production sector as
equipment is rather mobile and premises
are standard; ii) in the UK, high-technology
firms are less mobile due to reliance on their
regional, social and business networks,
including workforce (Galbraith et al., 2008);

= outsourcing — while common to larger
entities that subcontract SMEs for specific
tasks, it is actually becoming more relevant
to SMEs acting as contractors (e.g. in
construction, transport and communication,
IT and business services): ~20% of SMEs in
the EU are outsourcing (Grune, 2009; EIM,
lkei Research and Consultancy, 2009);

= closure and (or) bankruptcy — according to
data on enterprises in Europe, the recession
resulted in the greatest number of SME
bankruptcies (80-90% during 2007-2011
with 99% for Lithuania during 2001-2011)
(Eurostat, 2011; 2013);

=  merger or acquisiton (M&A) — as EU
average figure of M&As in the EU is 3
times higher for larger entities, SMEs are
mainly targets rather than initiators of M&A.
The following dominant drivers for M&As
with SMEs can be found: concentration
(for France, Lithuania and Spain); tackling

O

impacts of recent crisis or expanding

via buying entities in crisis (for Belgium,

Denmark, France, Poland and the UK);
= offshoring and (or) delocalization was

particular to the average of ~10% of SMEs

during 2004-2011 in the EU (CSO, 2008;

Deschryvere & Kotiranta, 2008; EIM, 2010;

IME GSEVEE, 2012) with fluctuations

caused by the latest crisis.

As for SME restructuring causes, external
reasons are similar to those of larger corporate
restructuring cases, while internal reasons are
specific, namely:
= |imited resources in scale and scope (e.qg.

to outsource and engage in other efficiency-

improving actions);
= change of ownership — this brings new
business and management approaches

(this is also inherent to larger cases);
= owner’'s ambitions (e.g., to expand or

shrink, redirect or diversify);
= reliance on few partners and clients — this

may cause changes driven by requirements
of the latter.

SME  restructuring is caused by
a combination of both internal and external
factors with the greater impact of the former,
e.g. (EC, 2007; Voss, 2009; Wymenga et al.,
2012):
= relocation is caused by specifics of owner’s

personality, macroeconomics and public

regulation;

= bankruptcy and (or) closure is due to
internal constraints, macroeconomics and
dependency on partners.

For instance, in terms of public regulation,
the following aspects should be considered:
= State policies on foreign direct investment

result both in subcontracting opportunities,

which may cause internal restructuring
aimed at relevant internal upgrades and
in consolidation patterns causing M&A via

SMEs.
= State policies promoting high-growth and

export-oriented sectors cause SMEs to

restructure (change their profile) in order
to benefit from such policies, e.g. utilization
of EU Structural Funds and other similar
instruments (EC, 2013b).

= Taxation system (e.g., growing wages,
taxes and emergence of new taxes),
less transparent public procurement
and administrative barriers (e.g. stricter
requirements on renewable energy

3, XX, 2017 m 37



Ekonomika a management

solutions, shale gas exploration, nuclear

power plant construction, energy market

liberalization activities etc.) endanger

SMEs (by causing bankruptcy and (or)

closure) and push them to search for

new strategies: internal restructuring may
be employed as a solution in case of the
lack of working capital and lower taxes
and business costs may lead to SMEs
offshoring and (or) delocalisation and their

further internationalization (KPMG, 2007;

2009; Kitching et al., 2010; 2011; Kowalska,

2015).
= |nfrastructure decisions, e.g., (re)building

highways & railways, public and private

building renovation or the expropriation
of land for business may cause SME
relocation.

As for macroeconomics, fluctuations
in consumption habits, exchange rates,
commodity prices and inflation may lead to
internal restructuring (Ortowski et al., 2010;
Eurostat, 2013; Tamosidnas, 2014) or even
cause a bankruptcy/closure in case of failure.
The causes for internal restructuring — sudden
lack of demand, limited working capital and
access to external financing — co-relate
with dismissals, reduced costs and working
hours through outsourcing (BSMEPA, 2011;
OECD, 2013). Under such circumstances,
new business opportunities will also arise
from internal restructuring, diversification
and M&A targeting businesses in distress. In
this respect, any potential for demand (or its
growth) may render the internal systems
inadequate and lead to internal restructuring
as well. Hereby globalization stimulates
outsourcing and competition locally and
internationally, reshaping core competences
of SMEs, products and value networks, which
results in internal restructuring (delocalization
and diversification is possible as well (Eurostat,
2013; OECD, 2013). In this respect “long tails”
(Anderson, 2008) of widespread technological
progress provide SMEs with niche business
opportunities causing greater heterogeneity that
results in internal restructuring and outsourcing.
Of course, demographic change and emigration
cycles also reshape core competences,
products and value networks of SMEs, leading
to internal restructuring or outsourcing and
transfer of ownership via M&A, although it can
be limited to reorganization alone (Cope, 2011;
Kontinen, 2011; Dervillé & Allaire, 2014).

In this context, with unlimited power as
direct liability and driven by own interests, the
owner or manager of an SME may use any
of restructuring solutions mentioned above
(Mandl, 2008; TamosSidnas, 2014; Ruiz &
Coduras, 2015), e.g. limited financial and
human resources as well as the need to reduce
production costs may result in outsourcing
or merger, relocation or delocalization or
offshoring. In this respect SMEs are also more
flexible in avoiding or recalling value-destroying
restructuring (Aidis & Van Praag, 2007; Sauka
& Welter, 2013) even with higher risk of poor
management as SME management teams
are small or limited to a manager or owner.
In addition, the observed SMEs dependency
on one or a few key clients or suppliers might
require internal restructuring or business
expansion to comply with business specifics
(e.g. standardization or differentiation of
products, processes, resources, diversification
of markets, etc.) of the partner company. The risk
of dependency on one or a few sources might
result in bankruptcy or closure, or at least in an
internal restructuring to adjust to the demand
shifts, e.g.: postponed public investments and
delayed payments as demonstrated by facts
from UK, the Baltic States, France, Romania,
Slovenia, Slovakia (Kelly et al., 2011; De
Kok et al.,, 2011; Bosma & Amoros, 2013;
OECD, 2013). For example, if SMEs act as
subcontractors, partner relocation might also
cause SMEs to relocate or otherwise adjust due
to transportation costs.

Such a wide and dynamic context in scope
and scale of factors specified above reveals
the necessity for complex improvement of
management of SME restructuring. SMEs
need solutions that would enable them to act
in the dynamic economic environment, to
rationalise the management of the combination
of its human, material and financial resources
and other relevant assets, thus increasing
competitiveness in a sustained and effective
manner.

2. The Integrative Management
Model for SME Restructuring
Having in mind the context of para 1 it can be
stated that restructuring is subject to strategic
management techniques used to rationalise the
activity of an enterprise and resulting in essential
changes of the corporate strategy and structure
in pursuit of improvement of competitiveness in
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a clearly defined time outlook taking a multitude
of proactive (e.g. planned redirection or growth)
and reactive (e.g. avoiding “black swans”)
forms. When restructuring an enterprise, it is
typical to apply a set of wide spectrum measures
and methods for strategic and tactical tasks
as well as reach at least a few objectives. In
this respect, the analysis of data gathered and

processed, including empirical investigations
and considering research results of various
scientific investigations on SME restructuring
cases (including those mentioned in para. 1),
allow defining the integrative management
model for SME restructuring (Fig. 1) more
precisely.

m The integrative management model for SME restructuring

N\
Justifying
restructuring
expediency
y,
Designing the
Evaluating restructuring
restructuring strategy & its
benefit implementation
programme
Sookalng,
restructuring
__programme programme
implementation

The model consists of the following
phases composing the integral cycle of
SME restructuring process: 1) justifying the
restructuring expediency; 2) designing the
restructuring strategy and its implementation
programme; 3) implementing restructuring pro-
gramme; 4) controlling restructuring programme
implementation; 5) evaluating restructuring
benefit. Each phase is specified in the following
paragraphs.

3. Justifying the Expediency of SME
Restructuring

First of all, in order to justify the expediency of

SME restructuring, it is necessary to evaluate

the current efficiency of SME activity, identifying

Source: own

strengths, weaknesses and possible threats for
its competitiveness in the context of the current
strategy and viability of its use. To solve this
task, a wide spectrum of indicators of economic
and financial analysis is often applied in practice
including such techniques as SWOT, SPACE,
various modifications of Balanced Scorecard
and Boston Consulting Group Matrix. Many
qualitative indices are used in relation to these
methods. These indices are evaluated in
conditional quantitative gauges (scores) that are
subjective. In order to increase objectivity while
evaluating enterprise efficiency, it is necessary
to apply some of the above-mentioned methods
(or their combination) and justify conclusions by
synthesis of results received applying distinct
methods. Aiming to make rational use of
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m Scheme for justifying the expediency of SME restructuring

Marketing
Production
2. Preparing
1. Identifiying Management the list of
enterprise of finance indicators for
activities for Management activity
analysis of human efficiency
resources evaluation
Strategic
management

5. Deciding

whether to

restructure or
not

3. Calculating
activity
efficiency
indicators

4. Integrating
discrete
evaluations

possible merits of evaluation methods in cases
of SME restructuring, it is proposed (when
evaluating efficiency of enterprise activity) to
apply the combination of techniques mentioned

above in the order provided in Fig. 2. 2.

It is proposed to divide the enterprise
efficiency evaluation object into two parts:
strategic  management and  functional
management. The interaction between the
strategic analysis, the use of resources,
the strategic control and organisational
management structure is evaluated in the
strategic management part. Efficiency of
marketing, finance, human resources and
technologies/production is subject to functional
management evaluation. The list of functional
management activities may vary depending on
SME business specifics.

The following qualitative criteria are
proposed to evaluate the efficiency of strategic
management (evaluation is made using scores,
applying ten-point evaluation system): a) the

ability to foresee new possibilities for the 3.

activity and the possible negative affect of the
changes of external factors to the results of
enterprise activity as well as to avoid or reduce
that affect; b) the efficiency of the use of human,
material and financial resources; c) the validity
of management decisions; d) the efficiency of
enterprise management system.
The following criteria are proposed to
evaluate functional management:
1. for marketing efficiency (quantitative):
a) the ratio of enterprise product sales to

product sales of entire market; b) the ratio 4.

of enterprise product quality level to the
main competitor (s) product quality level
(scores are used for evaluation); c) the

Source: own

ratio of enterprise product price to the
main competitor (s) product price; d) the
variations of the indicators of a, b, ¢ per last
5 years of enterprise activity;

for production efficiency (quantitative):
a) the ratio of produced volume of
enterprise  product to its production
costs; b) the ratio of product price to the
production costs; c) the ratios of product
volume produced to the volume of material
resources used for production (by the type
of the resources used for production in
physical terms); d) the ratio of time-span
of operations execution to the number of
the personnel executing these operations;
e) the variations of indicators of a, b, ¢ and
d per last 5 years of enterprise activity;
f) the ratios of indicators of a, b, ¢, d and e
to respective indices of main competitor (s)
(it is evaluated under e criteria, given that
the enterprise has enough data about the
activity of competitors);

for the efficiency of management of finance
(quantitative): a) profitability; b) liquidity;
c) payback of investments; d) return on
equity; e) asset turnover; f) the ratio of
enterprise share market value to enterprise
share nominal value; g) the variations of
indices of a, b, ¢, d, e and f per last 5 years
of enterprise activity; h) the ratios of indices
of a, b, ¢, d, e, fand g to respective indices
of the main competitor (s) (it is evaluated
under h criteria, given that enterprise has
enough data about activity of competitors);
for the efficiency of human resource
management (quantitative): a) career
possibilities; b) compatibility of employees
and their functions; c) possibilities to
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increase qualification level; d) the quality of
team work and its stimulation possibilities;
e) acknowledgement and evaluation of
achievements; f) stimulation of activity
(authority provision); g) employees’ participa-
tion in decision making; h) employees social
security and care.

Having evaluated the activity efficiency
following the above-mentioned criteria, results
are distributed in the grid (Fig. 3) by crossing
points determined with respect to the level of
efficiency (i.e. low, middle or high) and the level
of efficiency dynamics (i.e. low, middle or high)
of functional management.

m Evaluating SME management efficiency

When determining the level of efficiency
dynamics, at least a 3-year business period is
recommended for analysis. A longer business
period is welcomed; however, it has to be
reasonable as it causes additional expenditure
related to deployment of necessary human,
material and financial resources.

If at least two components of SME functional
management score efficiency results situated
below the dashed line (Fig. 3) that represents
the efficiency benchmark (which is set based
on comparable efficiency indicators of main
competitor(s) (various other micro and macro
comparable indicators can be chosen depending
on case specifics) of the SME in question), it is
recommended to restructure the SME.

4. Designing the Restructuring
Strategy and Its Implementation

Programme
Any enterprise restructuring strategy is unique.
Firstly, it is one of the main requirements
for each efficient strategy. Secondly, it is
determined by a variety of external political,
economic, social and technological factors that
create prerequisites for choosing the relevant
set from the available plenitude considering

=
High  *T ~~ o _ ® .
- —
Dynamics = *
yne Middle * * Il RS |
efficiency S -
* —
Low * =< ~—.
Low Middle High
Efficiency
Source: own

the restructuring case. In this context having
identified the expediency for SME’s restructuring
as per para. 3, it is proposed to prepare
respective strategy and its implementation
programme according to the order set in Fig. 4.

When making SME restructuring decisions,
it is necessary to assess restructuring reasons
as well as goals relying on conclusions of
enterprise  activity efficiency  evaluation.
The executed analysis allows determining
regularities of SME restructuring decisions
(Tab. 1).

When preparing the strategy and seeking
for the best strategic decisions, it is necessary
to analyse the possible results of alternatives of
the considered strategy applying the technique
of comparative analysis as well as techniques
optimizing the decision making.

As SME restructuring is subject to strategic
management techniques, it is based on the
programme (or plan) of objectives and their
tasks aimed at changing SME activities,
covering the complex of related measures
and ways, which content-wise are similar to
the programme for the implementation of the
corporate strategy at tactical and strategic
levels of enterprise management.
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Scheme for SME restructuring strategy & the process for preparation of its

m implementation programme

Tab. 1:

Selecting restructuring
decision based on SME
activity efficiency
indicators
Selecting .
/ \l the most Forming
suitable vision and
) action plan goals
Preparing for Preparing
inevitability of restructuring —
changes programme Modelling Determinig
action plan tasks and
alternatives || measures to
reach the
goals
Deciding to
implement the
restructuring
programme
Source: own

Restructuring strategy selection matrix

SME restructuring strategy

SME business strategy Horizontal Vertical . .
. . . . Concentration | Conglomeration
integration integration
Product X X
Business family X X
Portfolio X
Source: own

In the context of research results, the

following aspects are considered the main with
respect to the content of SME restructuring
programme (Tamosidnas, 2014):

enterprise activity objectives (long and
short-term);

alternatives of restructuring decisions,
restructuring techniques, validity of their
application;

the demand for human, material and
financial resources and other assets
necessary for their application;

the possible benefit of the strategy to the
enterprise (if implemented) and risk factors
that may reduce this benefit;

changes in the organisational management
structures required in order to implement
the strategy;

selection of the
depends on SME restructuring goals. Their
application is recommended during the design
of the programme.

necessary changes in human resources
(staff reduction, recruitment, change in
functions, authority and responsibility);
changes in functional strategies
(concentrating on  departments and
divisions with the lowest efficiency level);
forecast of restructured SME activity results
and their comparison with expected results
of competitor activity;

restructuring strategy implementation plan,
indicating tasks to be solved and persons as
well as divisions responsible for execution
of tasks (including time schedules).

As for determined regularities (Tab. 2),
restructuring  technique
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Matrix for selection of restructuring strategy implementation techniques

Restructuring techniques
[
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Business expansion and/or %
developments
Maintaining market share X
Overcapacity X X X X X X
Portfolio management X X X X X
Rationalizing management X X X
) External X X X X X X X X X X
Restructuring
type
Internal X X X X X X
Source: own

The restructuring type (Tab. 2) is selected
depending on the significance of disadvantages
and advantages of the enterprise, which are
identified during the evaluation of enterprise
activity efficiency.

Making the decision regarding the
implementation of the programme, it is proposed
to evaluate the restructuring programme
using the following criteria (TamoSidnas,
2014): 1) financial capacity; 2) enterprise
business development potential; 3) product
competitiveness; 4) productivity of technologies
and production; 5) labour productivity; and 6)
market share.

Having made the decision to restructure the
SME, it is necessary to prepare the enterprise
for inevitability of changes. In this respect,
proper combination of strategic priorities of
enterprise activity as well as the support of
relevant (the theory of tipping points (Gladwell,
2000) functional managers and employees will
contribute to the success of SME restructuring.

One of the first tasks of restructuring
programme implementation is to renew
strategic management system. The second
task is to rationalize enterprise management
in terms of efficiency increase of its business
strategy and its functional strategies. Next

follows the execution of the programme tasks
at the level of enterprise functional departments
and business units.

5. Improving the Strategic
Management

The purpose of the task aiming improve the

strategic management system is to rationalize

the execution of main strategic management

functions of an SME (corporate management,

production, finance, marketing, innovation
and human resources management) at
operational, tactical and strategic levels.

In order to solve this task, it is necessary to
select the set of measures and techniques
allowing to form the combination of human,
material and financial resources, the efficiency
of which at operational, tactical and strategic
levels would exceed the efficiency level of
strategic management of a non-restructured
SME. In this context, the efficiency of strategic
management (E) could be formally expressed
in the following manner:

E=f(E,EE,), (1

where E, — the efficiency of the use of human
resources; E_ — the efficiency of the use of
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material resources and other property; £, — the
efficiency of the use of financial resources.

In terms of SME strategic management,
efficiency measures and techniques for creation
of possibilities to increase the efficiency of
use of enterprise resources as well as their
application procedures have to be provided
within restructuring programme, i.e.:

E,=f(R JA)ZE, (2)
E =fR TA2E, )
E,=f(R C, A)2E, (4)

where R — sales in monetary terms, J — number
of employees; T — value of the active share of
assets (production measures); A — indicator
of asset turnover; C,, — cost of materials. The
following are respective indicators of a non-
restructured enterprise: E°,, E° , E°.

With regard to SME strategic management
efficiency, it is recommended to develop the
following:

a) the possibilities  for
application of resources;

b) the technological and production resources
creating the competitive advantage.

In terms of security of resources creating
the competitive advantage, the level of
concentration of enterprise management rights,
endowing the authority to control and manage
the enterprise, would provide the greater
possibilities to control these resources and
minimize the risk of their loss.

The possibilites ~ of  multifunctional
application of enterprise resources with regard
to production mass customization and “long tail”
(Anderson, 2008) opportunities form conditions
for expedient change of enterprise strategy and
its implementation techniques, thus contributing
to SME competitiveness in the markets, both
dynamic and heterogeneous. This is especially
important trying to maintain or increase the
SME market share in the markets as receptive
to innovations as well as subject to the products
of relatively short life cycles (e.g. in the markets
of information technologies, internet service,
wireless communication, biotechnologies and, in
certain cases, food industry) as energy intensive
(e.g. sectors of heat and power, cement and
quicklime, coke and steel, fertilizers and other
chemicals, construction and wood processing
materials, and paper production).

The application results of this technique
for improvement of the strategic management

multifunctional

system, when implementing the SME
restructuring programme of a construction
materials producer, show that the SME is
in disposition of measures that create the
possibility to reach the level of strategic
management efficiency which exceeds the one
the enterprise has had before restructuring
(Fig. 5).

As in case of the above-considered example
as for the purpose to justify the utility of practical
application of other techniques proposed in this
paper the one of major Lithuanian construction
materials producer was chosen. The author had
a privilege to consult the enterprise in question
on business development issues (and test the
model presented in this paper) since 2006. In
connection to this the following conditions have
also been applied respectively:
= the restructuring period of two years was

selected due to the following reasons: a) the

specifics of the SME, b) results of findings as
per para. 1 and various analysed scientific
and other data sources, which stress the
importance of a relatively rapid restructuring
as to ensure better results;

= the seven-year forecasting period was

chosen due to the following factors: a)

specifics of activity and strategic plans

of SME in question cover the period
from five to seven years, b) an average
business cycle varies from 73 to 91 months

(EC, 2003; NBER, 2010).

In order to determine the status quo and
identify the impact of restructuring on the business
perspective of the SME, the conservative
forecast was used throughout the paragraphs
of this paper with the following key assumptions:
a) the annual average rate of increase by 3%
for expenditures categories basing upon the
statistics of index of manufacturing producer
prices since 2010 (Eurostat, 2013); b) the
annual average rate of increase by 2% for
categories of revenues basing upon statistics of
the harmonised index of consumer prices (lower
figures of the EU were deliberately chosen)
since 2010 (Eurostat, 2013).

6. Rationalizing Management of SME

The rationalization of management functions of
SME is determined by specifics of its activity,
i.e. the strategy, the nature of product, its market
and human, material and financial resources.
In order to rationalize SME management for
modelling corporate management decisions
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Dynamics of strategic management efficiency of an SME: restructured versus
non-restructured (restructuring period of 2012-2013)
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(i.e. strategic, administrative, functional and
operational) and their possible combinations, it
is necessary to evaluate the characteristics of
SME products, markets per its activity as well
as enterprise strategy, functional strategies and
their interdependence.

For instance, dependence of enterprise
strategy efficiency on functional management
decisions could be as follows:

Es = f(Es1’ Esz' o E )’ (5)

sn

where E_ - the efficiency of enterprise strategy,
E, = fE,, E,, ..., E,) — the efficiency of
functional strategies (i.e. finance, production,
marketing, management of human resources
and information flows), Esj = f(Eﬂ, E/.Z, Ejn) -
the efficiency Esj of function j as to implement
efficiently the functional strategy (to achieve
the respective level of efficiency E_ of the
functional strategy), Eﬂ, Ejz, Ejn — efficiency
of operations as to efficiently implement the
function j (to achieve respective level of the

efficiency E, (j=1,..., n) of the function).

Source: own

In this context, the efficiency of operation
to be executed to efficiently implement the
function j (to achieve respective level of
the efficiency E; of the function) could be
characterized as follows:

E/k = f(WkW‘ Wk2‘ WA’.&’ Wk4, Wk5‘ Wks‘ Wk7’ WKS’ Wkg)’ (6)

where the factors determining the efficiency of
operation kto be executed toimplementfunctionj
are as follow: w,, — number of employees,
necessary to execute the operation; w,, — input
of time, necessary to execute the operation;
W =Z(ykj/ ynj) — homogeneity with respect to

J
other operations of function j (ykl.— characteristic
of operation k of function j (k = w,,, ..., w,,); Yy
— characteristics of operations n of function
jin=1,..1);w,— actual carbon emission
amount emitted when executing operation
k to implement function j will be measured (by
respective physical measurement devices as to
respective legitimate standards and norms) by
environmental protection or production either
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other respective organisational unit assigned
on a daily basis in quantitative terms.

The following indicators show the level of
qualification of employees w,, necessary to
execute operation k for function j; the level of
specialization w,,; value of vertical/horizontal
links with respect to other operations w,,; the
need of information w,; the standardization
level of operation execution w,, are proposed
to be evaluated by scores (applying a ten-point
evaluation system).

In order to ensure the comparability of
quantitative (w,,, w,,, w,, w,;) and qualitative
(W Wy, W,s, W, W,;) indicators, it is proposed
for qualitative indicators to attribute the value
of scores (applying the ten-point evaluation
system) having evaluated the significance of
quantitative indicator on the basis of comparison
of its quantitative value of the period considered
with the average of its quantitative values per
last three years of enterprise activity.

Having determined the values of factors
pertaining to the efficiency E, of operation
k of function j, the importance coefficients of
these characteristics can be calculated in the
following manner:

Y, =N,/ D N, (7)

where Y, — importance of value of indicator e;

N, — value in scores of indicator e.

In the case of the SME-construction
materials producer, having characterized its
strategic management functions (Fig. 6) and
compared them, it was found that it is expedient
to improve its pivotal management functions in
the following manner:

a) managing human resources — must
implement the measures increasing
potential of human resources with respect
to product g, and strengthen the links with
other strategic management functions
of product g,; due to the homogeneity of
operations of human resource management
functions between products g, and g,, it
is expedient to use the human resource
management techniques applied in the
context of product g, for management of
personnel working with product g,;

b) as for strategic management, it should
be ensured (in the context of product g,)
that operations are executed flexibly,
operatively, and information is provided on
time; strategic management operations of

product g, may be partially standardized

and applied for product g, management;

c) managing financial instruments — to ensure
timely provision of information and reach
the maximal standardization of operations
with respect to product g,;

d) managing production — to apply product g,
production organisation techniques for
product g, production on a broader scale
and ensure timely provision of information;

e) managing marketing instruments —to increase
standardization of operations pertaining to
marketing functions of product g, and partially
apply them in the process of development
(production) and sale of product g,; due to
the importance of time input with respect to
product g,, it is expedient to ensure that this
function is executed flexibly and operatively;

f) as for carbon emission volumes, it is
expedient to consider efficiency measures
with regard to delivery networks efficiency
and production of product g,.

Having identified values of enterprise
business process management characteristics
in terms of enterprise strategy efficiency, it is
necessary to evaluate the effect of enterprise
product characteristics to the efficiency of
enterprise strategy (Tamositnas, 2014).

The efficiency of enterprise product could
be characterized by these criteria:

Py

E Zo1 2y 25 Z 4

g~ \“g1 a0 Zgs

o 297’ ZgB’ 299’ Zg1o' Zg11’ Z

g0 ®)

g12)"

where the characteristics outlining Egb efficiency
of product g (g = 1,..., n)in market b (b =1...])
are the following: competitiveness z, (E,);
profitability z ., market share Z, (E,; the latter
indices are formalized in para. 7); number of
segments z; z , = > (ygp/ ynp) — homogeneity
(ygp — characteristic p of product g (9 =1, ..., /);
¥,, — characteristic p of product n; n =1, ..., I);
financial (z,, = T, / T,; T, — the share of working
capital used for product g development
(production) and sale; T, — working capital),
human (ng =C9,,/Cs C9,,, — costs of human
resources used for product g development
(production) and sale, CY — costs of product g
development (production) and sale), material
(2,,, = T,/ T, T,, — share of long-term assets
used for product g development (production)
and sale, T, — long-term assets) resources of
enterprise, used for product g development
(production) and sale.
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Importance of characteristics pertaining to management functions of enterprise

products g, and g,
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The number of competitors z, and
segments z_, can be easily identified having
investigated the markets subject to the sale of
enterprise products in quantitative terms.

The seasonal index z, can be calculated
according to the equation:

Z,=Re/u, ©)

where R¢, — sales of product g for considered
period (t = 1,..., n); y, — the average of values
of product g sales under considered time-series
for the respective period t.

It is expedient to evaluate the indicators
(formula 8) as evolution cycle phase (its
significance) z, the ratio of vertical and
horizontal integration z, for the development
(production) and sale of products using the
expertise technique (applying the ten-point
evaluation system). The importance of values
of product characteristics can be determined
applying formula 7.

Having characterized the products of the
SME-construction materials producer and

Source: own

determined the importance of values of their
characteristics as well as their dependence on
markets, where these products are sold (Fig. 7)
as well as having taken into account the above
made conclusions on the impact of functional
strategies of enterprise business management
on the efficiency of analysed SME strategy the
following conclusions were made:

a) in order to rationalize management of
product g, in market b, it is expedient to
apply innovative or adaptive management
principles;

b) in order to rationalize management of
g, product in b, market, the principle of
decentralized management can be applied;

c) it is expedient for products g, and g,
in market b, to unify or, with respect to
business development, apply principles of
adaptive or innovative management.
Applying the techniques described in this

paragraph, the dominating characteristics

of enterprise management functions and
their operations can be identified. On the
basis of these characteristics, SME strategic
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to their markets b, b, and b,

Comparison of characteristics of enterprise products g, and g, with respect

management functions could be rationalized
at the level of enterprise and its functional
departments or business units.

7. Assessing the Restructuring
Benefit

No specific method for assessing the
effectiveness of restructuring was found
in literature. It was observed that usually

ordinary methods for analysis and evaluation
of effectiveness of an enterprise activity are
chosen, although the concept of competitiveness
is used often. In this respect, literature presents
a vast system of indicators. Having summarised
possible indicators for evaluation of the
effectiveness of restructuring, the respective
model (Tamosidnas, 2014) was proposed, which
generalised the expression (Eqg. 10) as follows:

E.=f(E, E, E,
=f(E°, B, E°,

E,E)zE= 10
= e (10)
where E, — the benefit of restructuring (e.g., the
respective programme and/or the action plan);
E, — product competitiveness; E, — enterprise
productivity; E, — market share; E, — business
development potential; E, — financial capacity;
e, B, B, E°, E°, — indicators of product
competitiveness, enterprise productivity,
market share, business development potential,
financial capacity of enterprise activity when
restructuring programme (or respective action
plan) is not implemented; E° — enterprise activity
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effectiveness when restructuring programme is
not implemented.

In the context of the model stated above,
the calculated indicators for the enterprise with
implemented restructuring programme are
compared with the respective ones determined
for the enterprise when restructuring programme
is not implemented.

It is proposed to use the following principles
when evaluating effectiveness of restructuring
programmes under the above described model:
= the results of restructuring can be
considered satisfactory when there is only
one indicator less and there is also at
least one higher than the respective ones
of the enterprise when the restructuring
programme is not implemented;
the results of restructuring can also be
considered satisfactory when there are
at least three indicators, values of which
are higher than the ones of the enterprise
when the restructuring programme is not
implemented.

Other modifications are proposed to be
defined as subject to non-satisfactory results of
restructuring.

The proposed principles of assessment
of restructuring results present a possibility
to determine the minimal necessary level
of the benefit of implemented restructuring
measures and evaluate the effectiveness of
each management area of any SME in question
(Tamositnas, 2014).
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Conclusions

The proposed integrative management model

for SME restructuring programmes gives the

following possibilities:

= to justify the need for restructuring,
identifying and evaluating possibilities to
increase efficiency of SME activity and its
development as well as the perspective of
its strategy within the context of divergent
and sustained competitive advantages;

= to prepare the programme for SME
restructuring  determining  restructuring
strategy and ways for the increase of
efficiency of enterprise activity, rationalizing
the use of human, material and financial
resources and creating possibilities to
attract external resources;

= to rationalize the strategic management of
an enterprise, ensuring the effective use of
resources and control of main processes of
the activity as well as its flexibility;

= to improve the management of an
enterprise, increasing the management
effectiveness of independent business units
and functional departments;

= to evaluate benefit of the restructuring
programme and identify directions and
actions needed to continue improving the
efficiency of enterprise activity.

The results of the paper could contribute
to the inputs of further research on SME
restructuring, for instance, investigating co-
variance of factors of size and maturity of SME,
its restructuring objectives and techniques.
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THE INTEGRATIVE MANAGEMENT MODEL FOR RESTRUCTURING SMALL
AND MEDIUM-SIZED ENTERPRISES (SME)

Andrius Tamosilnas

The article presents the integrative SME restructuring management model. The model is aimed
at divergent and sustained competitive performance, specifying measures for improving strategic
management, rationalizing management functions and assessing influence of its results on SME
competitiveness. The respective technique is proposed for enterprise efficiency evaluation in terms
of strategic and functional management. As to prepare the proper strategy for SME restructuring
the author have determined and hence recommend the regularities for strategic decisions making
towards restructuring as well as the ones for the rational selection of restructuring techniques. When
executing SME restructuring author proposes to use the complex set of measures determined in
order to ensure the reasonable efficiency of functions of the enterprise as well as its products. In
order to ensure rational management of restructuring the respective technique is also proposed
to evaluate the efficiency of SME restructuring. This let as to evaluate the benefit of the executed
changes within the enterprise as to identify the directions and actions needed to continue increasing
the efficiency of the enterprise activity.

Based on the outcome of empirical investigations of SME restructuring in the EU over the
last decade, underlining its specifics and complexity, the paper reveals the benefit of use of the
proposed model specifying all its phases to relevant techniques and actions.

Results of its application in practice also confirm the prevailing flexibility when applying the
model while characteristics of the complex of measures set under the latter can be adjusted to the
specifics of SME and its business environment. While leading to greater possibilities to rationalize
restructuring process, the model created by the author also provides an SME with prerequisites
to improve the use and development of human, material and financial potentials with pivotal
contribution to its sustained competitiveness even in a changing business environment.

Key Words: SME, restructuring, management, competitiveness, performance, business
development.
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