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Abstract
Understanding the surrounding business environment is essential for each firm to develop a
strategy and sustain competitive advantage. Scanning and analysing the environment to derive
meaningful insights for strategic planning is an important task that enables a company to
anticipate changes and take effective measures to tackle challenges or exploit opportunities.
Whereas large companies can afford to dedicate resources and attention to this task, the
situation for SMEs (Small Medium Enterprises) is different due to their inherent characteristics.
This thesis aims to explore the strategic planning practice and the environmental scanning in
industrial SMEs in Germany from a practice-based view with a semi-structured interview
approach. Because of their inherent characteristics of size and organisation, a limited number
of individuals have a dominant influence on the direction of the SME organisation. For the
empirical research, ten interviews with SME executives have been undertaken. Data saturation
was reached with purposive sampling and inductive analysis of the interviews. As a final stage,
the results were validated with a focus group consisting of executives from the SME sector and
two expert interviews. This approach aimed to create validation of interview outcomes and gain
a more comprehensive view of the research subject. The SME sector in Germany has been
chosen as environmental scanning is not without a context, and the scope and practice of
scanning are assumed to be similar for companies with comparable business requirements.
Moreover, the research results of this thesis shall provide additional insights into the German
Mittelstand (German for SME sector).
The study results suggest that SMEs follow an emergent approach towards strategic planning
in which the process needs to be adapted according to the available resources. In its nature,
strategic planning is used for target setting purposes and the planning of functional strategies.
This study shows that environmental scanning during the strategic planning task is driven by
marketing & sales with more focus on the operational developments about the customer
relationship. The customers play a central role in the way how strategic planning is approached
and deployed, which can have an adverse impact on the discovery of new strategic
opportunities. The major contribution of this research to theory is a theoretical model which
adapts to the SME inherent characteristics and the emergent approach to strategic planning and
environmental scanning. The contribution to practice includes recommendations for broader
inclusion of the SME organisation into strategic planning and a clear view on strategic intent
and purpose of the strategic planning exercise.
IV
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1

Introduction

The present study investigates the form and role of environmental scanning in the strategic
planning practice in industrial German small and medium-sized enterprises (SMEs). The
following sections introduce the research motivation, a brief introduction to the research gap
and research aim. The research questions and sub-questions are presented as well as the research
design. The general structure of the thesis is presented. Each chapter starts with outlining its
aim and ends with conclusions reflecting on whether the aim has been achieved and the
implications for the following chapter's result.

Research motivation and research gap
This thesis is concerned with how industrial German SMEs scan and assess their business
environment as part of their strategic planning process and how their observations inform the
strategic decision-making process. The idea for this research emerged in the course of the
author's work in strategic planning in both an industry and a consultancy context. The author
has observed increasing complexity and volatility business environment, which challenges
certain established paradigms and assumptions. Within the last decade, price volatility, political
and economic instability – even in Western democracies –, disruptive technologies and business
models have made the world a more uncertain place.
Despite its important contributions in environmental scanning, it has been rather fundamental
investigation questions of rare or dated back decades ago. Furthermore, empirical studies of
qualitative nature, which have a deeper look into the practice, are also of limited use for the
challenge of today’s business world. Recent studies are urging a closer look into the process
and the interplay of the business environment and strategy (Pryor et al., 2019; Robinson and
Simmons, 2018). The roots of environmental scanning research go back to the pioneering work
of Aguilar (1967), “Scanning the business environment”. Since then, few contributions have
followed covering the fundamental understanding of the business environment (Duncan, 1972;
Slaughter, 1999; Terry, 1977), the role of executives in environmental scanning (Auster and
Choo, 1994; Daft et al., 1988; Godiwalla et al., 1980), or organisational considerations (Fahey
and King, 1977; Hambrick, 1982; Pearce et al., 1982; Preble et al., 1988; Stubbart, 1982;
Thomas, 1980). The focus so far was predominantly on the role of environmental scanning in
the strategic planning of large enterprises (LEs), exceptions in the SMEs context include
(Pearce et al., 1982; Stonehouse and Pemberton, 2002). The absence of SME studies about their
environmental scanning practice can be partially explained by a general stronger emphasis on
3

LEs in strategy research and the SME specifics such as lack of strategic planning practice,
limited resources and capabilities and the strong role of the executives. Against this
background, executives and strategists face challenges in scanning and assessing the business
environment to reach insights that provide a meaningful basis for strategic planning and
decision-making (Grant, 2003; Robinson and Simmons, 2018; Vecchiato, 2012). As both sizes
of organisations are active in the same world connected through markets and supply chains, the
author aims to understand what SMEs do related to strategic planning and environmental
scanning and how their planning and scanning practices differ from those of LEs and what both
can learn from each other. In a broader context, this thesis helps to understand what theory and
practice say about the relationship between an organisation’s boundaries and its environment
in the SME strategy context.

Research aim and research questions
This research aims to explore the strategic planning process of SMEs and how they scan and
assess their business environment. To reach the aim, the following steps will be completed:


Gather from the literature what is known about the strategic planning process in
SMEs on the one hand and, on the other, the business environment scanning in this
type of organisations



Identify activities, strategy tools, techniques, and methods, using a practice-based
view



Derive a theoretical model for SME strategic planning and environmental scanning

The respective research questions and sub-questions are:
(1) How do SMEs perform strategic planning, and what aspects of their approach is SME
specific?
The strategic planning process, with its steps, is presented based on literature. In addition, the
characteristics inherent to SMEs are drawn from the literature to identify specifics with
implications for their strategic planning. To answer research question 1, two research subquestions have to be considered:
Research sub-question (1a): What are the key strategic activities in SMEs, how are they
performed and who is involved?
Research sub-question (1b): Which strategic tools are used in SMEs during the strategic
planning process?
4

(2) What aspects of the business environment are scanned and assessed by SMEs, how do these
companies perform this task, and how is it linked to the strategic planning process?
To answer research question 2, an empirical study with SME executives is conducted to explore
the practices of, and roles involved in, business environment assessment. The derived research
sub-questions are:
Research sub-question (2a): How is the business environment scanned?
Research sub-question (2b): What is the role of the SME executive during the environmental
scanning process?
Research sub-question (2c): How does the environmental scanning process fit into the strategic
planning process?
A detailed presentation and description of the research questions based on the outcomes of the
literature review is discussed in the research methodology chapter (chapter 3). The following
sections outline the research design employed to answer the above-stated research questions
and sub-questions.

Research design
The strategy playbooks and the overall dominating paradigm in strategy research are based on
theoretical frameworks and empirical studies pertaining to LEs (c.f. Grant, 2003; Wolf and
Floyd, 2013). The dominant school of thought assumes a rational and structured approach to
strategy development (Ansoff, 1967; Porter, 1980; Stubbart, 1982; Wang et al., 2007), which
suggests certain resources dedicated to this task, which are generally not available in SME
organisations. When it comes to SME-related research, it is often of a quantitative nature and
tends to describe the relationships between different variables but often falls short of creating
an understanding of the reasons for a particular behaviour or practice. Several scholars highlight
that data selected and the definitions of variables and a-priori expectations do often not take
SME-specific practices and inherent characteristics of this company type into account
(Blackburn and Kovalainen, 2009; Curran and Blackburn, 2001; Stonehouse and Pemberton,
2002). As other scholars argue, how and what is performed during strategic planning and
respectively environmental scanning in SMEs cannot be sufficiently understood without paying
attention to the owner/manager's role and his or her characteristics (Aragón-Sánchez and
Sánchez-Marín, 2005; Bellamy et al., 2019; Ghobadian et al., 2008b; Karami et al., 2006;
Musso and Francioni, 2012; O’Regan and Ghobadian, 2002; Smallbone et al., 1995).
5

Therefore, as further explained in chapter 3, the present study adopts a qualitative research
methodology with semi-structured in-depth interviews as a research strategy (Easterby-Smith
et al., 2008; Saunders et al., 2016). In answering the research questions stated in the previous
section, this study uses a primarily explorative approach. In addition, a qualitative empirical
approach harmonises with, and supports, the explorative nature of the present thesis. The focus
on strategy-making and environmental scanning in SMEs and, in particular, with respect to the
role of the leadership personnel is relatively new, that the subject matter needs to be studied in
a more open-ended fashion.
To develop a theoretical framework for this explorative approach, the body of knowledge in
strategic management and environmental scanning is reviewed. Integrative studies of both
disciplines date back several years, especially in the context of SMEs (Beal, 2000; Hambrick,
1982; Pearce et al., 1982; Stonehouse and Pemberton, 2002; Wang et al., 2007). In order to
deepen the theoretical foundation, especially with regard to the topic of environmental
scanning, the discussions will also consider recent studies that do not specifically address SME
or that are peripheral to this thesis's focus (Belyaeva, 2018; Breslin, 2019; Meinhardt et al.,
2018; Robinson, 2015; Robinson and Simmons, 2018).
The primary source for the empirical part of this thesis was in-depth semi-structured interviews
with ten executives from ten different SMEs and an interview with a senior management
consultant in the SME sector. Before these interviews were conducted, a pilot interview was
carried out with a German SME executive to adjust the semi-structured questionnaire where
needed and to modify the questions according to the specifics of the SME. Using abductive
reasoning, which demands an iterative process of inference drawing on theory and empirical
research results, this study aims to elucidate the strategic planning practice and environmental
scanning process, which is shaped by the specific motivations and inherent characteristics of
SMEs (figure 1). The adopted research strategy is particularly helpful in investigating relevant
connections under the viewpoint of human agency, as is done in this research by collecting data
through in-depth semi-structured interviews with owners/executives of SMEs (Easterby-Smith
et al., 2008; Jansen, 2010).
The interviews were conducted with senior executives of SMEs with a strategic role in their
organisation. The executives' group included owners who managed their companies themselves
and employed executives involved in strategy-making (Brunetto and Farr-Wharton, 2007;
Centeno et al., 2019). Differentiating between owner-managers and employed executives is
6

necessary as research highlights the importance of ownership and the prominent role ownermanagers play in SMEs. Literature highlights the overconfidence and representativeness
heuristics of owner/managers of SMEs in decision making as well as in strategy (Baker et al.,
2018; Vermeulen and Curşeu, 2008). This entrepreneurial bias is relevant for the research
methodology of this study. To minimise the distorting influence of such bias on the interview
data, the author has used an additional source from an SME context to validate the interview
results. With a focus group of additional six SME executives, the findings from this thesis, both
from the literature and empirical stage, have been reviewed, and possible insights valuable for
this research identified. The process of developing and answering the research questions was
accomplished in three stages: the theoretical foundation, the empirical stage and the discussion
and consideration of the empirical data. This is summarised in Figure 1.

Figure 1 Research design

This research adopts purposive sampling, which includes instances in the sample that match a
predefined profile (Easterby-Smith et al., 2008; Flick, 2018; Robinson, 2013). The author of
this thesis also activated his personal and professional network to acquire additional
respondents for the interviews. This sampling method is adequate for this study as the research
aim is of exploratory nature with a semi-structured in-depth interview study design (Flick,
2018). The sample universe is industrial SME’s in Germany with the definition of the IfM
(2015), providing an extended definition of the Recommendation 2003/361/EC (2015). In total,
ten interviews with SME executives from ten SME organisations have been undertaken. The
7

number of interviews has been reached through data saturation (Francis et al., 2010). The
interviews have been analysed individually and then again as a whole. Finally, the outcomes of
the analysis are discussed and examined against the background of the existing literature. This
discussion allows the development of propositions that condense the insights gained in SME
strategic planning and environmental assessment issues.

Research contribution
The theoretical framework underlying this thesis is the practice-based view advocated, for
example, Whittington (1996) and Jarzabkowski and Whittington (2008), which focuses in
particular on what participants in the strategy process do. With the practice-based view of
strategy, this thesis aims to extend the perspective on strategic planning by taking two factors
into account: the mechanisms that inform the process of strategic decision-making and the
influence of the business environment to shape the strategy (Johnson et al., 2003). The practicebased view is helpful for this thesis a map classified with the dimension’s praxis, practice, and
participants: “Practices” … refer to shared routines of behaviour, including traditions, norms
and procedures for thinking, acting and using “things” … “praxis” refers to actual activity, what
people do in practice. Practitioners are strategy’s actors, the strategists who both perform this
activity and carry its practices” (Whittington, 2006, p. 619). Based on these dimensions, Wolf
and Floyd (2013) have conducted a comprehensive literature review on strategic planning
encompassing contributions since the 1990s. Wolf and Floyd mapped the strategy literature,
classified studies on the dimensions of Whittington and identified and enriched the view with
additional elements. These elements have been combined with the categories uncovered
inductively, and the entire set was ordered according to whether elements represented part of
the description (Wolf and Floyd, 2013). In this thesis, the strategy-as-practice approach by
Whittington and the extended view of Wolf and Floyd will be applied in the empirical stage to
map the research outcomes from the interviews regarding the practice of strategic planning and
environmental scanning in SMEs. This so far novel approach for the SME context, shall help
to gain a holistic view on the phenomena and to identify further directions for research and
practice.
Research on environmental scanning and assessment in an SME context is limited and lacks an
integrative perspective that assesses the interaction of both domains. Non-empirical or
quantitative contributions prevail, and they are set in a predefined paradigm with fixed variables
and a-priori expectations of possible outcomes. Considering the rather informal and often vague
approach of SMEs towards strategic planning, this paradigm threatens to distort phenomena
8

and to undermine an explorative approach to better understand the micro-mechanisms of
environmental scanning and strategic planning at the executive level in SMEs (Beaver and
Prince, 2004; Ghobadian et al., 2008b; O’Regan and Ghobadian, 2002; Wang et al., 2007).
Several scholars emphasise the strong link between the owner/manager in SMEs and strategy
practice, advocating a more in-depth look into the strategy and decision-making mechanisms
with a focus on the individual (Beal, 2000; Ghobadian et al., 2008b; Stonehouse and Pemberton,
2002). The characteristics of the owner/manager, i.e. demographic and educational background,
managerial traits, motivation and cognition, are important elements and can influence the
adherence to, or abandoning of, a strategic planning practice (Wang et al., 2007). Beyond these
characteristics, many SMEs is confronted with the transition from the founding to the
succeeding generation, which brings new facets into the new generation is more eager to engage
in strategy and to bolster the firm's competitiveness by understanding the business environment
(Cherchem, 2017; Sharma et al., 2012; Xi et al., 2015).
A general conceptual problem with the extant literature on strategy and environmental scanning
is that both domains emerged in the early 1960s and that the paradigm of formalism has been
dominating the debate (Bellamy et al., 2019; Wolf and Floyd, 2013). The level of formalisation
is often used as a yardstick for measuring the maturity of strategic planning in an organisation.
Few researchers in the LE context have conducted exploratory studies to understand the
processes and individuals (Grant, 2003). Separate strategy units, dedicated resources and
specialised executives are often seen as a prerequisite for an organisation's ability to act
strategically (Dibrell et al., 2014; Lew et al., 2019). Those are, however, prerequisites which
only a few SMEs can allocate to the strategic task. Notwithstanding these limitations on the
part of SMEs, quantitative empirical studies in an SME context are frequently based on
variables related to formalism in strategy and environmental scanning, while the rather informal
approach typical for SMEs is neglected. Thus, using predefined variables stemming from a LE
context can be overly limiting.
This thesis contributes to the research by shedding light on the mechanisms of SME strategymaking and environmental scanning, exploring the role of owners/managers and their impact
on both practices. In doing so, it avoids borrowing concepts related to strategic planning and
environmental assessment in LEs or merely adapting them to lesser company size. The reason
is that the inherent characteristics of SMEs preclude these concepts' application all together;
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instead, this research aims to highlight the specifics of SME strategic planning and
environmental assessment (Julien, 2018; Pearce et al., 1982).

Thesis structure
Chapter 2 reviews the literature on strategic management with a particular focus on the practicebased strategy approach, thus establishing the theoretical framework of this thesis. Also, the
research on business environment scanning and analysis as a task within the strategy process is
reviewed with particular attention to activities, tools, methods and actors constituting this
process. Moreover, the context of environment scanning and its function for strategy formation
are highlighted. A review of SME-relevant strategy literature isolates the main characteristics
of strategic planning and business environment analysis in this type of company. The chapter
ends with a mapping of the literature of SME strategy and business environment, and research
gaps are identified.
Chapter 3 introduces the research methodology adopted in this thesis and illuminates the
reasons for choosing it. Furthermore, the interpretivist-subjective research paradigm is
explained, and its implications for the abductive reasoning used in this thesis are laid out. The
research design, including the data collection method and the interview guideline, the unit of
analysis, research ethics, and data interpretation and analysis techniques, are then presented.
The chapter concludes with a summary and implications for the analysis of the interviews.
Chapters 4 and 5 are concerned with the empirical part of the research - chapter 4 consists of
the interview analysis, in which several new ideas and models are presented. Chapter 5 contains
a discussion of the empirical findings in light of the literature reviewed in earlier chapters,
ending with a summary of the final outcome of the research.
Chapter 6 provides the conclusions, considering in more detail the contributions made by the
present research. The final section of this chapter is devoted to the limitations of this research
and provides recommendations for future work. Finally, chapter 7 is dedicated to reflecting on
the researcher's experience and the development of research capabilities and the contribution to
practice.
Each chapter of the thesis starts with an introduction that states chapter goals, content and
structure and ends with a conclusion critically reflecting the chapter's contribution toward
reaching the research goals. A summary is provided when necessary, e.g., when the length of
the chapter demands an overview to ensure clarity. The thesis is structured in seven chapters.
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Conclusions
This chapter has provided an introduction to this thesis, stating the research aim, the research
questions and an initial sketch of the research design. It also highlighted the importance of
viewing SME strategic planning and environmental scanning from an appropriate angle that is
different from that used to investigate these activities in a LE context. It was shown that the
organisational characteristics of SMEs and the individual characteristics of SME executives are
vital to understanding the interplay between strategic planning and environmental scanning.
Recent studies urge the need for a refreshed view on environmental scanning and strategy
because of the increasing complexity of the business environment and the challenges arising
from this task. The practice-based view in strategy emerged as the theoretical framework of
choice. The study is qualitative-empirical, adopting in-depth semi-structured interviews and
employing abductive reasoning. The next chapter reviews the literature and maps the body of
knowledge on strategic management, SMEs, environmental scanning, concluding with a
derived framework summarising the relevant literature to the empirical stage.
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2

Understanding SME strategy and environmental scanning
Introduction

The literature on strategy is broad and multifaceted, especially since the definition of strategy
has been adapted to different contexts over time. The rich body of research on strategy goes
hand in hand with a variety of disciplinary perspectives; thus, with certain fragmentation
overlaps that are frequent, the identity of the research field can be viewed even as problematic
and inconsistent (Nag et al., 2007). A clear definition and differentiation of the critical term
strategy remain a challenge in view of its inflationary use in business management literature.
Several approaches and models have evolved, which have enriched the academic debate and
have driven the creation of strategy playbooks for practitioners with popular frameworks and
tools (Rigby and Bilodeau, 2015). Without any doubt, strategic management has enjoyed the
attention as an academic discipline. Nag et al. (2007, p. 935) argue that strategic management’s
success as a field results from an underlying agreement, which enables it to assume multiple
perspectives while still maintaining its distinctiveness.
A major driver for the development of research on strategy has been the increasing complexity
of the external and internal environments of large enterprises (LEs). Already in the 1960s, U.S.
scholars identified the importance of structuring the strategy plan and including certain process
steps to define a guide for the organisation (Chandler, 1962; Ansoff 1965). A string of
contributions on corporate and strategic planning with a focus on LE has been published since
then. The scientific interest in how SME strategic planning can be shaped and performed rose
at the same time and manifested itself in studies of an explanatory and quantitative nature
(Foster, 1971; Shuman, 1975; van Hoorn, 1979; Wheelwright, 1971). These studies aimed to
understand the relationship between internal and external variables and contributed to a better
understanding of how small firms can perform strategic planning.
Also, the question of how environmental scanning is performed has raised the interest of
scholars. In the context of environmental scanning, the work of Aguilar (1967) is considered
fundamental, being cited in almost all publications related to environmental scanning and
analysis. With the study ‘Scanning the business environment’, Aguilar sorted environmental
scanning to the attention of executives as part of the strategy. As a sub-domain of strategy
research, the interest of the first generation of academics has been to theorise and model
environmental scanning and analysis to provide guidance to organisations. Prominent
contributions are those by (Denning, 1973; Duncan, 1972; Fahey and King, 1977; Terry, 1977),
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which still provide the fundamental definition of the business environment and a framework for
how environmental scanning and analysis should be performed. Beyond the general and
fundamental contributions, studies on how SMEs perform environmental scanning are limited
(Wheelwright, 1971). Already this short overview of the first contributions in the field of SME
research related to strategic planning and environmental assessment reveals the difficulty to
devise conceptual frameworks or even investigative approaches tailored to this type of company
SME. The heterogeneity of SMEs and their inherent characteristics make it difficult for
researchers to derive conceptual frameworks or approaches related to strategy and
environmental appraisal. As a result, concepts and approaches developed in the LE environment
have been borrowed or adapted to the context of SMEs (Pearce et al., 1982).
The author of this thesis will map and assesses the relevant intellectual territory to specify a
research question, which will further develop the knowledge base. Formal requirements have
flourished to perform a comprehensive strategic planning process, which demands knowledge
about the process, organisational resources and capabilities, as well as the motivation on the
part of participants. Often SMEs lack these resources, and the enterprise functions of
strategising and scanning are limited to a small circle around the owner/manager or even limited
to this individual alone (Wang et al., 2007). For this reason, the central concepts of strategy
research will be introduced, and key features of practice, praxis and participants will be
presented (Jarzabkowski and Whittington, 2008; Whittington, 1996). The underlying
framework of this thesis, the practice-based view, will be explained in more detail to lay the
ground for an empirical study and analysis. However, the focus of the review will be on
publications pertaining to SME, which is a rich but also widely fragmented field due to
variations in culture, national/regional context, industry, and the differing conditions in
developed and emerging economies, which will be described later in more detail.
Another emphasis of this review is to consider the motivation, individual attitudes towards
strategy of entrepreneurs or owners/managers. In this context, recent concepts of strategy
research will be reviewed, i.e. strategic decision-making, behavioural strategy, strategic
adaption, and entrepreneurial orientation. The selection of these sub-domains is rooted in the
need to focus more on human actions rather than on formalised planning procedures, as SMEs
tend to employ less structured approaches towards strategic planning and environmental
scanning (Papadakis et al., 1998; Sibony et al., 2017). The review of literature in these
disciplines shall provide additional insights and concepts for understanding what individuals or
groups in SMEs actually do. This thesis aims to explore how SMEs perform strategic planning
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and environmental assessment. Different approaches to strategy exist and are widely applied in
research and practice. The mapping of the strategic management literature has two main
purposes in this thesis: (1) it provides the theoretical framework and underlying assumptions to
further define research questions, and (2) it delineates the research area this thesis contributes
to.
The chapter starts with an exploration of the historical background of strategic management
and environmental assessment, including a brief overview of the main schools of thought in
strategy and definitions of key concepts used in this thesis. Based on the theoretical background
thus explored, the SME-related contributions will be reviewed in further sections of this chapter
to design a conceptual framework for the empirical stage. Figure 2 depicts this process as it is
reflected in the structure of this chapter.

Figure 2 Literature review structure and content

In section 2.2, major theoretical concepts are presented, which are prescriptive and emergent,
and the underlying theoretical framework of this thesis, the practice-based view. The strategy
process and its principal steps are briefly presented as this process serves as a reference point
for the investigation of the environmental scanning task. In section 2.3, the inherent specifics
and characteristics of SME strategy are presented. In section 2.4, environmental analysis, as a
sub-domain of strategic management, is investigated, including a contextualisation of the
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environment within strategy and different approaches towards scanning and analysing the
environment. In section 2.5, results and tenets of research in environmental analysis on the one
hand and in SME strategy on the other are linked and aligned, which provides the fundamental
theoretical basis for this thesis. In section 2.6, results are briefly summarised, research gaps are
identified, and implications for this thesis are drawn.

Strategic management and the strategy process
Introduction
This research builds on three widely recognised generic approaches to strategy and their
implications for managerial practice: (1) prescriptive (planning/classical/analytical) approach,
(2) emergent approach and (3) practice-based approach.
The prescriptive view is the oldest and still very influential, emphasising formal rules,
management tools, methods and techniques. The emergent approach considers strategy not
only as a programmable and deliberate concept but rather as an outcome of actions and
environmental influences in the form of a realised strategy. The practice-based approach
differs from the other two approaches in that it focuses on the processes and activities through
which the strategy is made rather than on the outcomes of the strategy. The practice-based view
combines the above two views by considering that the process also includes actions of
individuals, as well as exterior influences that shape the strategy.
The author of this thesis aims to reflect on the development of the generic approaches to
strategy. The purpose is to understand how the strategy has developed and been seen by scholars
and businesses over time. This shall help to create a better understanding of how in parallel, the
business environment as a phenomenon has been viewed and considered in the development of
the approaches to strategy. Furthermore, the review provides insights into the different
approaches of strategy, which have been deployed in the context of large enterprises, often
neglecting the specific characteristics and capabilities of SMEs by urging formal structure and
procedures, which usually not exists at this level in SMEs (Wang et al., 2007; Whittington et
al., 2016).
From descriptive to emergent strategy approach – a historical perspective
The prescriptive approach, which includes the analytical, rational or planned approaches,
emerged evolved in the 1960s. Alfred Chandler (1962) introduced the field of strategic planning
as a response to the need for a concept of strategy. As the business world after World War II
expanded and the first multinational companies emerged, the demand for a conceptualisation
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of strategy in regard to the increased complexity, competition and environmental dynamism.
Chandler defined strategy as “the determinator of the basic long-term goals of an enterprise,
and the adoption of courses of action and the allocation of resources necessary for carrying
out these goals” (Chandler, 1962, p. 13). The strategy was considered as an exercise not only
to outperform competition and to maximise profits but also to align resources and measures.
He defined strategy management as an identifiable activity and interpreted the role of
executives to a full-time specialised job. Chandler describes two main management tasks within
this job:
•

Long- term planning and appraisal in order to assure t h e health of the company in
the long run;

•

Responding to immediate problems and needs for handling unexpected contingencies
and crises in order to run the day-to-day operations of the business efficiently.

Some executive roles in large organisations are very much specialised in long-range planning.
However, Chandler (1962) also observed that in small firms, the entrepreneurs concentrate on
day-to-day operational dealings, giving little or no attention to shifting markets, technology,
sources of supply, and other factors influencing the long-term health of their company. They
may make decisions within the framework of planning or analysis but more as an ad-hoc
response to new situations, problems, or crises. Chandler describes that t hey accept the goals
of their enterprise as rooted in tradition and immutable or fixed without giving this
assumption second thought. Chandler clearly states that this approach is not very useful
because entrepreneurs fail to promote the benefit of t h e economy and the company
whenever they dedicate themselves only to short-term activities and exclude or disregard
long- range planning, appraisal, and coordination (Chandler, 1962). Igor Ansoff (1967)
extended the field of strategic planning by offering a toolbox and conceptual framework for
managers. Ansoff confirmed the proposition of Chandler that strategic management is a critical
corporate function. Ansoff emphasized that the process is not only cerebral but formal and can
be divided into distinct steps, which can be structured using checklists and which can be
supported with technology. This means that planning personnel may replace superior managers
as the main carriers of this process. Ansoff’s framework provides a rational model for decisionmaking that concentrates on corporate expansion and diversification, rather than on strategic
planning as a whole.
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The prescriptive approach enjoyed its peak in popularity during the 1960s and 1970s when it
was acclaimed as a critical corporate function. Andrews (1971) contributed to the establishment
of this approach with his publication “Strategy and Structure”, a description of roles and
responsibilities in making a long-term decision, with implications on organisation, recourses
and plans. The work of Andrews can be seen as an enhancement of Chandler’s views on
strategic planning and further formed the term and concept of ‘competitive advantage’, as well
as the influence of an ‘uncertain environment’. An analytical framework was provided by
Michael E. Porter, who was one of the last popular representatives from the prescriptive school.
He developed his framework of analytical methods to assist an organisation in analysing its
industry and foreseeing the industry’s future evolution. This includes an analysis of its
competitors and its own position and converting this analysis into a competitive strategy for a
specific business. Porter’s analytical view on strategy puts much emphasis on formal strategic
planning and strategy formulation in an organized and disciplined way. Porter proposes
that there are several benefits of pursuing an explicit formal strategic planning process in
order to ensure that policies and activities of functional departments are coordinated. Also,
Christensen et al. discuss the importance of explicit strategy in their work (Christensen,
Andrews, & Bower, 1973). Authors sharing a similar view (Allison, 1971; Ansoff, 1965;
Christensen et al., 1973; Porter, 1980, 1985; Sloan, 1963) claim that strategy is a rational
process of deliberate calculation and examination which results in the capitalisation of longterm competitive advantages. These authors propose that high-quality planning is what is
required “ to master internal and external environments. Strategy matters in that rational
analysis and objective decisions create the difference between sustainable success and
failure” (Whittington, 1993, p. 3).
Porter acknowledges the emergent factors mainly emanating from fierce competition in the
marketplace and the external environment (Porter, 1991, 1980). He identifies the driving forces
of industry competition such as the threat of potential new entrants, the bargaining power
of buyers, the bargaining power of suppliers, the threat of substitute products and services and,
finally, the rivalry between existing competitors – which are widely known as Porter's Five
Forces (Porter, 2008). Porter proposes a structural analysis in order to assess the competitive
forces and maintain a competitive advantage in the form of three deliberate generic strategies:
overall cost leadership, differentiation and focus. However, the critique of the prescriptive view
was raised in the 1980s. The prescriptive approach was perceived as too rigid and too
bureaucratic to respond to an increasingly unstable environment. Especially the criticism of the
17

formal process put forth by Mintzberg in 1994, who held that formal planning was less
entrepreneurial and adaptive to market turbulences, paved the path for the emergent strategy
approach. As a counter paradigm, notwithstanding the increasing critique of the prescriptive
approach, it has contributed to a formal process towards strategy formulation, which is
acknowledged in practice and academia and still provides important orientation for strategy and
strategic-planning maturity in organisations (Dibrell et al., 2014; Ghobadian et al., 2008a;
Grant, 2003; Verreynne et al., 2016; Whittington et al., 2016).
In contrast to deliberate strategies, which are based on a formal, top-down approach with a
sequential formal process, the emergent strategy view is characterised by unexpected external
or internal forces resulting in a trial-and-error kind of approach (Mintzberg & Waters 1985).
Mintzberg, whose criticism of the formal approach was outlined in the previous paragraph,
further argues that the prescriptive strategy is even less practicable for SMEs than for LEs as
the formal approach requires dedicated resources for strategy making, which are not available
in SMEs due to resource limitations; in addition, the formal approach clashes, according to
Mintzberg, with the focal role of the entrepreneur in the company. He considers entrepreneurs
as actors in operation and strategic decisions who adjust their strategy according to the given
circumstances (Mintzberg, 1990, 1985). In this entrepreneurial view, the strategy begins with a
central vision: intentions exist as a personal, unarticulated vision of single leaders and,
therefore, are adaptable to new opportunities. In other words, the emergent approach has
revealed that formal strategies seem to be far from optimal, as was claimed. Mintzberg and
Quinn (1992, p. xiii) argue that in reality, formulation and implementation are inseparably
intertwined as ‘complex interactive processes in which politics, values, organisational culture,
and management styles’ decide or restrict particular strategic decisions. Strategy formulation
and implementation may be separated in some situations, possibly in crises, in some entirely
new ventures, as well as in firms with clearly defined, certain futures. However, these cases are
rather uncommon, and, in bearing with this, Mintzberg and Waters argue that strategies may
result from ‘human actions but not human designs. As a consequence, they distinguish intended
and realised strategies, as shown in Figure 3.

Figure 3 Mintzberg 1985 – Of Strategies, Types of Strategies (Mintzberg, 1985, p. 258)
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To sum up, this alternative view suggests that strategies are not always realized as a result of
deliberate top-down plans and actions, but that they are rather results of experiments and of
learning from operational experience, and that negotiations greatly influence them, politics
within the organisation, culture and by the pressure of external factors (Collins & Porras, 1991;
Johnson & Scholes, 1999). Thus, this perspective suggests that “strategy as a whole should
be seen as crafted through emergent processes, with formal strategy analysis a distraction”
(Whittington, Molloy, Mayer, & Smith, 2006, p. 616).
The practice-based and process-based view on strategy
In the previous two sections, strategy-making was portrayed in dichotomous terms: deliberate
vs emergent or formulation vs implementation. These distinctions had a strong influence on
strategy research until the 1990s. First critiques of these dichotomies emerged within
Mintzberg’s overarching review of strategic planning, “Rethinking Strategic Planning Part I”
in 1994 and were accompanied by the initiation of shifting the view of strategy-making.
Mintzberg argued that strategic planning is too much focused on formality and that, within the
prescriptive approach, “the whole thrust of the strategic planning exercise is to separate
formulation from implementation, thinking from doing” (Mintzberg, 1994, p. 17). This came
at a price: “detached managers, together with abstracted planners do not so much make bad
strategies; mostly, they do not make strategies at all” (Mintzberg, 1994, p. 17). Mintzberg's
harsh critique of strategic planning was a turning point in strategy research. Thus, according to
Mintzberg, there was a yet missing link between formulation and implementation that he aimed
to develop. As a consequence, Mintzberg demanded a more action-oriented approach to
strategy. Hart and Banbury (1994) raised the question if it would not be more valid to think of
organizations as entities capable of creating resources and skills in multiple strategy-making
process modes. Hart and Banbury implied with this approach that, despite their discrepancies,
the deliberate and emergent approaches complement each other. Rather than subscribing to the
dichotomy, the idea is to combine both, which is the underlying premise of practice-based
research.
The strategy as practice-based research (SAP) is an in-depth analysis of what actually takes
place in strategy and other activities that deal with the thinking and doing of strategy (Golsorkhi,
2015). The approach has been inspired by a string of researchers, i.e. Jarzabkowski and
Whittington, 2008; Whittington, 2006; Whittington, 1996, aiming for a closer look at what
actually practitioners do in their strategy work. A structure for the practice-based view is
provided by Whittington (2006), who proposes an integrated framework for analysing the
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practice of strategic management in organisations. This perspective views strategy as
something people do instead of viewing it as something a company possesses (Whittington,
2006; Jarzabkowski & Spee, 2009). It therefore widens the scope of classical management
approaches to include all the individual actions that practitioners perform and foregrounds
practice and the human factor, thus setting itself apart from traditional management approaches.
The essential elements that are part of strategy-as-practice are:
•

Shared routines of behaviour (practices),

•

Actual activities people perform in practice (praxis), and

•

The individuals who are involved in the strategy process (practitioners)

While the essential elements are focus on the inner-organisational practice, recent research also
attempted to include the external environment into the concept of practice-based research.
Based on a structured literature review of strategic management literature, Wolf and Floyd
(2013) categorized research contribution by adopting the principal elements of Whittington
(2006). Moreover, Wolf and Floyd (2013) extended the categories including further elements,
which are “environmental contingencies”, “organisational contingencies”, and “outcomes” of
strategic planning. The overall concept of Wolf and Floyd (2013) is presented in Figure 4
below.

Figure 4 Principle strategy-as-practice model by Wolf and Floyd (2013)
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The practice-based concept provides a profound and broad concept to investigate strategic
planning in SMEs. However, criticism on the practice-based research emerged from another
emerging strategy school, the process-based approach, which criticising the high level of detail
of analysis but providing a less substantive impact on the strategy formation and organisational
outcomes (Mantere, 2005). Brown and Duguid (2001) indicate that a process assists in
coordinating different areas so that their practices, while allowed to grow and develop, do not
detach themselves from one another and become disjointed. Preferably, processes must allow
rigour without rigidity. The process plots a route while the practice is able to pursue the path of
least resistance. In contradiction to process, the practice emphasises the tentative, experimental
and experiential handling of tasks: “practice without process tends to become unmanageable;
process without practice results in the loss of creativity needed for sustained competitive
advantage” (Brown & Duguid, 2001, pp. 93-94). This suggests that the best-run firms are
those that can maintain progress by balancing practice with the process.
Considering the multitude of perspectives in strategy literature and the debate about the
deliberate and emergent approaches (c.f. 2.2.2), the inclusion of the process-based view also
provides a better response to the research questions of this thesis:
•

The focus of the deliberate school is rather on the organisational level, focusing on the
formal rules and procedures to maintain the strategic planning (Ghobadian et al.,
2008b). The focus on the organisational level shortfalls of the in-depth look of strategymaking and the role of the individuals during this process (Mintzberg, 1991).
Considering the rather emergent approach of SMEs, which usually lacks formal
strategic planning practice, the deliberate approach comes to its limitations (Mintzberg,
1994; Wang et al., 2007).

•

The emergent approach assumes that strategic actions emerge from the day-to-day
operations providing higher flexibility and a less rigour approach towards strategy than
the deliberate approach (Mintzberg, 1991, 1985). Literature suggests that the emergent
approach is more suitable for the less-formalised strategic planning in SMEs, which
have built their strategy-making over time with a rather routine-based approach
(Mintzberg, 1991; Stonehouse and Pemberton, 2002). The author of this thesis suggests
that uncovering the shortfalls of strategic planning in SMEs and the pure focus on the
actions and strategic decisions from the day-to-day operations would not bring the
insights to respond to the research questions.
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•

Process-based view, by contrast, seeks to capture the internal reality of organisations,
including structure, context, emergence and strategy development with a structured
processual approach (Hutzschenreuter, 2006). It incorporates on the one side the formal
structures of the deliberate approach, which is the organisational perspective towards
strategy while capturing the activities and the contribution of the individuals to the
strategy process.

Especially because SMEs tend to plan and implement strategy more in an emergent way and
less with formalised tools and standardised processes as described above, a combination of the
strategy-as-practice and processual is the favourable approach to answer the question of how
these companies analyse their business environment while maintaining the focus on the strategy
formation and its outcomes to have a holistic view on strategic planning (Burgelman et al.,
2018). The complexity that results from the strategy-as-practice approach, and which is often
criticized as its greatest weakness (Jarzabkowski & Spee, 2009), may be tolerable, especially
in smaller companies, where the number of practitioners is manageable. Employing the
paradigm of strategy-as-practice could lead to an in-depth understanding of the specific strategy
processes in different SME businesses and, in turn, result in applicable recommendations on
improving the process of strategically analysing the environment.
The practice-based view has the potential to answer the research question, as it aims to describe
how strategy is made and executed rather than prescribing what it should look like (Pettigrew,
1992; Whittington, 2006; Whittington, 1996). As suggested by Whittington (2006), strategy
practice is comprised of strategy practitioners, tools of strategy and microelements of strategy
(Sibony et al., 2017). The strategy practitioner is a particularly important element for
understanding the strategy process, including leadership and managerial characteristics.
Individual elements of managerial characteristics, such as cognition, motivation or intuition,
play a crucial role, especially in SMEs, but can hardly be formalised.
The practice-based view provides the most suitable theoretical foundation for this thesis. It
combines a perspective on the fundamental elements of strategy with a focus on what
individuals do. This focus, which also encompasses behavioural aspects of strategy, provides a
vantage point from which SME executives' less formal and more individualistic approach can
be observed and grasped at a theoretical level (Mintzberg & Quinn, 1992). Notwithstanding
this focus on the executive, this thesis still aims to investigate procedural aspects and routines
as part of both the strategic planning and the environmental-scanning processes. Strategy tools,
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methods and techniques, as well as activities within the strategy process, will be the elements
of the underlying theoretical framework, which was provided in this research (Whittington,
2006). In the next section, 2.2.4. an overview of the strategy process, including the process
steps, will be presented, which will provide an important foundation for the later empirical stage
and research analysis.
The strategy process
The strategy process comprises the stages that an organisation has to complete in its strategymaking effort. It is often considered as a structured and formal process which is the itinerary an
organisation must go through to achieve its targets, such as competitive advantage or growth.
Common elements of successful strategies are ‘clear, consistent, long-term goals, a profound
understanding of the competitive environment, objective appraisal of resources, and as a
successor of these elements, an effective implementation’ (Grant, 2016b, p. 8). As such, the
deliberate and structured approach to strategy has its roots in the prescriptive school of strategic
management, which has remained mostly unchanged since the pioneering contributions by
Ansoff and Chandler in the 1960s. What has changed over time are the contextual factors such
as the business environment or competition affecting the strategy process and the related tasks
within certain process steps (Grant, 2003; Vecchiato, 2015). A process model for the making,
implementation, and control of strategy is provided by Schendel and Hofer (1979). At this stage,
it is important to raise that the process of Schendel and Hofer over time has been adapted or
extended by strategy scholars but remained in its essence the same content over time, becoming
a reference for strategy research. The model distinguishes six steps, as shown in figure 4:

Figure 5 The strategy process model by Hofer and Schendel (1979)

The process is described below in detail as follows:
1. Goal formulation is the stage at which the objectives of the firm are defined. Which
individuals influence this stage depends on the relationships and dynamics between
the various stakeholders involved in the firm.
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2. Environmental analysis is the stage at which external economic and noneconomic
factors are identified and forecast.
3. Strategy formulation is the stage at which the firm chooses the strategy to be followed.
Schendel and Hofer denote strategy formulation as a specific stage of the process,
while earlier contributors (Andrews, 1965; Ansoff, 1967) summarise under this term
all stages of activity that precede strategy implementation. In the present thesis, the
term ‘strategy formulation’ denotes a single stage in the strategy process, and the term
‘strategic planning’ encompasses all stages of the strategy process prior to
implementation.
4. Strategy evaluation is the final stage of the process. At this point, the chosen strategy
is assessed in terms of its fit with the objectives, the resources available and the
environment. In terms of the definitions specified above, these first four stages can be
understood to encompass strategic planning.
5. The final two stages of the process include what was introduced in Section 2.2 as
‘strategy implementation’. The first of these two stages are termed strategy
implementation by Schendel and Hofer and was considered to be an administrative
task. This is a limited perspective that fails fully to recognize the role of
implementation in the strategy process. In fact, some of the earlier work by Chandler
(1962) on the importance of structures may well define the activities that make up the
implementation stage of the process model. Chandler observed that strategies were
determined, and then structures were put in place to implement them, and this
certainly represents more than an administrative task.
6. The final stage, strategic control, forms a vital part of the implementation stage and is
the point at which implemented strategy is reviewed, and the results are compared
with the intended outcome. Despite their highly formalistic view of strategy
implementation, Schendel and Hofer (1979) made an important contribution by
recognizing that the implementation stage of the process encompassed two activities.
Schendel and Hofer’s (1979) model is sequential and provides a generic process providing a set
of six separate activities that contribute to an understanding of strategy. Especially in the
context of SMEs, it is possible that certain steps are differently applied or adapted depending
on the context of the firm. While Schendel and Hofer’s (1979) model is used as a starting point
in the present thesis, various changes will be made to this model in light of the results of the
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present research. The outcome will be a set of strategic activities that, together, will form the
conceptual framework of this thesis.
Conclusions
The literature review on strategic management and process revealed that the increasing
complexity of business and environment has been fuelling the development of structure and
formal processes in strategic planning (Ansoff, 1967; Schendel and Hofer, 1979). For a better
understanding of the competition and external forces strategy scholars developed frameworks
and tool-kits to better understand their business positioning in an ever-increasing complex
business environment (Miller and Friesen, 1986; Mintzberg, 1994, 1990; Porter, 1980),
preluding to a more dynamic and emergent approach to strategy. The SMEs have had limited
influence on the development of strategic approaches, potentially because of the wide
fragmentation of SME organisation sizes and business. This shows the dilemma of SME related
strategy research, as formal procedures and organisational requirements are defined in a large
enterprise paradigm with limited transferability to the rather resources constraint circumstances
of SMEs. The practice-based view, which does not defend any of the dichotomous approaches
to strategy, whether prescriptive or emergent, does extend the view on what individuals do. A
viewpoint which the author of this thesis does better suit SMEs and the environmental scanning
practice. With the choice of the practice-based view, the thesis still maintains the importance
of formal processes, methods, and tools as part of Whittington’s practices, but also has secured
the flexibility gained from viewing strategies as emergent, which highlights the importance of
individual actions, i.e. of praxis, practice and practitioners. The presentation of the generic
strategy process model also helps to situate the environmental scanning task, its key role at the
beginning of the process, informing the overall strategy-making process. Based on a
comprehensive literature review of strategy in highly ranked journals between 1990 and 2011,
Wolf and Floyd (2013) have developed a generic model of the strategy-as-practice concept,
which provides a more detailed view on the elements of the different dimensions of Whittington
but also extending the concept with the organisational and environmental contingencies, which
is both relevant to the context of this thesis (see Figure 4). The model will be used for the
interpretation of the empirical results in the following chapters. The next sections of this chapter
aim to review the SME strategy and environmental scanning literature to complete the
conceptual framework for the empirical stage of this thesis.
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The strategy mechanism in SMEs
Introduction
This section includes the literature review of SME strategy with a focus on the organisational
and individual personal and organisational characteristics of SMEs affecting the strategy
practice. The aim is to highlight the specifics of SMEs towards strategy. The structure and
content, including the link to the adopted theoretical framework of this thesis, are presented in
Figure 6.

Figure 6 Structure and content of the SME strategy review

After the introduction, section 2.3.2 starts with a definition of the SME related to firm size and
the adopted definition in this thesis, which is an enhancement of the regular European
Commission (EC) definition (European Commission, adopted on 1st 2005). The thesis
investigates German SMEs, which is why the specific German definition has been chosen,
which extends the maximal boundary of 249 employees of the EC to 499 employees (Institut
für Mittelstandsforschung, 2015). The role of ownership is investigated in section 2.3.3 as it
has legal implications for how SMEs are led. Also, numerous SMEs are family businesses, and
this quality will be discussed in that section, as well. Based on the definition of SMEs and the
concept of ownership, section 2.3.4 aims to understand the role of SME executives and their
individual characteristics. This section discusses demographic and educational factors
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influencing the owner/manager, as well as psychological factors such as motivation, cognition
and intuition. Building on this section, as well as on Whittington’s practitioner's category of the
practice-based view, section 2.3.5 reviews the literature on the strategic decision-making
process in SMEs. In section 2.3.6, the challenges and limits of strategic planning of SMEs are
analysed with a focus on the organisational characteristics; also, Whittington’s practice
category of the practice-based view is summarised. Section 2.3.7 presents the strategy tools
applied in SMEs, with a focus on such companies in Germany. To further highlight the special
status of SMEs, a brief comparison with tool usage in LEs is drawn. The final section, 2.3.8,
summarises the results of the review of SME strategy literature and introduces a conceptual
framework for the empirical investigation of SMEs. This chapter will be concluded into one
conceptual framework for the two domains in the focus of the literature review the strategic
planning and environmental scanning.
SME definition
Before delving into the details of SME-strategy literature, the term SME needs to be explained,
especially as this definition has implications not only for this chapter but also for the empirical
investigation. It is estimated that 95% of enterprises around the globe are SMEs and that SMEs
account for around 60% of private-sector employment, although exact numbers are not
available (Ayyagari et al., 2011). The global total of value added by SMEs accounts for roughly
52% of the value-added in the private sector (ACCA, 2010). These figures show that SMEs are
an essential part of the world economy, and, therefore, research needs to be undertaken on how
they create their strategies. An unextendible first step of such an endeavour is, however, to
determine what an SME is in the research undertakings. From another expression, the European
Commission distinguishes micro-businesses smaller than ten employees, small enterprises
between 10 and 50 employees, and medium-sized enterprises between 50 and 250 employees,
and as long as their annual turnover is not higher than € 50 million (European Commission,
adopted on 1st 2005). The SME sector in Germany has its own specifics, which differ from
those in the other European economies. In Germany, the SME sector is often termed
Mittelstand. The term Mittelstand is not clearly defined and often used for multiple purposes as
it can encompass the SME sector as defined in this thesis as well as family businesses that have
outgrown the limiting criteria for SME used by the European Commission. These Mittelstand
organisations are large enterprises employing several thousand employees, and they operate
internationally. The reason for the wide application of the word Mittelstand is based on the
socio-psychological and economic perspective in Germany. The Mittelstand is considered as a
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group whose members take entrepreneurial risks, are aware of their social responsibility and
lead their organisations guided by values (Becker and Ulrich, 2009, p. 2). In addition, the term
Mittelstand also denotes the middle class, which, in Germany, is considered a force keeping
society together by neutralising and mitigating social conflicts. Thus, the application of this
term to businesses implies that these companies act not only in their own financial self-interests
but with the common good in mind. Moreover, from a historical point of view, entrepreneurs
and entrepreneurial families are considered as a crucial backbone of Germany’s economic
rebound after World War II (Bass, 2006). Incorporated with the historical, socio-psychological
and economic perspective, the self-conception of Mittelstand is very important and
communicated widely nationally but also internationally as a role model (Federal Ministry for
Economic Affairs and Energy Germany, 2018). An example of this self-conception is the code
of conduct of the decent businessmen, a set of ten principles defined by the Mittelstand members
of The Federal Association for the Mittelstand (BVMW). In summary, the first three principles
urge decent businessmen to listen to their conscience, respect human dignity and care for their
employees, and campaign for sustainable employment creation (BVMW, 2019). Furthermore,
Mittelstand enterprises are considered as trustful partners due to the strong commitment of
owners to their business, continuity of leadership style and personalities, and committed to long
term goals (Schaer, 2018).
The Institut für Mittelstandsforschung (IfM, English: Institute for SME Research) is a dedicated
research institute with a focus on the German SME sector providing services and reports, the
latter in particular on economic conditions, industry segments and market trends. The IfM uses
multiple criteria to define SMEs. According to the IfM, an enterprise is an SME when it features
employee numbers below 500 and an annual turnover below € 50 million. The in comparison
to the European Commission, extended boundary for the staff headcount as a criterion for SMEs
(table 1) is justified by the IfM because of particular characteristics of German SMEs (Institut
für Mittelstandsforschung, 2015).
Definition by
Institution
European
Commission
IfM

Grouping

Employees

Annual turnover

Micro company

Smaller than 9

≤ € 2 million

Small company

Between 10 and 50

≤ € 10 million

Medium-sized company

Between 50 and 250

≤ € 50 million

Medium-sized company

Between 10 and 500

≤ € 50 million

Table 1 SME definitions
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This thesis adopts the SME definition of IfM, which is the widely applied standard definition
in Germany and which is also used by the German Chamber of Industry and Commerce. Due
to their size, micro-companies and small companies tend to have a strong focus on the
entrepreneur (Beaver and Prince, 2004; Gherhes et al., 2016). The extended definition of the
IfM takes German local characteristics into account and allows to shed light on the practice of
strategy-making and on environmental scanning by SMEs in a specifically German national
context.
As stated, this thesis adopts the definition of SMEs by the IfM as organisations between 10 and
499 employees. The self-conception and social positioning of Mittelstand are likely to have a
strong influence on the overall motivation of owners/managers and may decisively shape the
role of ownership and family businesses. However, the fact that the term Mittelstand is used by
the IfM deviates from the European Commission’s definition of SMEs with respect to staff
headcount is not relevant to this thesis as the empirical study includes only organisations in the
range specified by the IfM.
Role of ownership in SMEs
The ownership of LE is usually removed from their management and control, which is not the
case in the majority of SMEs (Beaver, 2003). The issues and complexities that result from
ownership and control in SMEs have been the subject of substantial research over the last
decades. The major differences have been noted by, among others, Stanworth and Curran
(1973), Leppard and McDonald (1987) and Stanworth and Gray (1991) and apply to business
objectives, management style and marketing and operational practices. It is widely accepted
that the particular characteristics of SMEs require a concept of management that can differ from
that informing the management in LEs as well as the research on LE management; in addition,
methods and techniques employed in the corporate sector are often not suitable for the SME
context (Bellamy et al., 2019; Julien, 2018; Stonehouse and Pemberton, 2002).
By nature, SMEs are a group of fragmented organisations with different characteristics in terms
of firm size, type of industry and stage of development (Julien, 2018). Clearly, the literature
acknowledges the specific nature of SMEs and the need for a closer consideration of ownership,
especially of the owner’s/manager’s role and entrepreneurial orientation (Katz and Corbett,
2019; Sharma, 2019). A subject rarely investigated in the context of SME strategy research is
the legal setting of leadership and its implications for management. Research highlights the
difference between owners/managers and employed executives (Centeno et al., 2019; Vos and
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Roulston, 2008) and the role of family members in family businesses (Flamholtz and Randle,
2016; Xi et al., 2015), but a detailed investigation of the executive’s legal status and role is
neglected (Miladi, 2014). Especially in the context of a research domain such as SMEs, the
financial and legal liabilities potentially incurred by owners and owner-managers need to be
taken into account as fundamental key issues of entrepreneurship that influence how and why
decisions are made (Artinger and Powell, 2016; Fernet et al., 2016; Sharma, 2019). The German
SME sector is broken down by legal form in Figure 7:

Figure 7 Legal forms of SMEs in Germany (Source: IfM, 2016)

Corporations are limited companies, regardless of whether their limited liability is private or
public. They represent 20% of all SMEs in Germany (Institut für Mittelstandsforschung, 2015).
These types of companies often have surpassed the self-employment stage and have gone
through a maturity development with regard to firm size and business size. The ownership can
be silent, with the owner acting as an investor, or can be held by someone actively engaged in
the management of the firm. For public liability companies, an advisory board is by law
required to control and govern the actions of the management. The legal form has implications
for how an SME is managed. Firstly, taking account of the legal form improves the
understanding of the entrepreneurs’ roles and the potential impact their decisions and actions
may have on the entire SME organisation. Secondly, certain legal forms can promote a weak,
disengaged form of management and control by the owners/managers or even their exclusion
from the management through the employment of an external executive. However, corporations
of SME size are also often owned by natural persons or groups of natural persons, which can
be connected through family relations. In Germany, family-owned businesses are often
connected to SMEs and the family-business nature of SMEs is often considered key to the
success of the German SME sector due to family businesses’ long-term goal orientation and
their careful consideration of potential investors (Schaer, 2018). Family-owned businesses are
known to be the predominant form of business enterprise (Sharma et al., 2012). The definitions
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of the concept of family business vary, but the involvement of family members with a strong
influence on the organisation prevails as a general description. The influence can manifest itself
through ownership and through engagement at the advisory board level or executive level
(Nordqvist and Melin, 2010; Sharma et al., 1997).
Basically, the literature distinguishes two groups of family businesses: Chua et al. (1999)
differentiate between the components or involvement approach and the essence approach.
While the components approach captures the nature and extent of family involvement in a
business (e.g., Miller, Le Breton-Miller, Lester, & Cannella, 2007; Sciascia & Mazzola, 2008),
the essence approach focuses on family aspirations as well as family involvement since it is the
confluence of these two factors that leads to behavioural and performance consequences for the
firm (e.g., Holt et al., 2010). Recent studies have focused on the impact of family involvement
and firm performance (Basco, 2014; Kim and Gao, 2013; Subramanian and Gopalakrishna,
2009), the impact of family tradition (Altinay et al., 2012), and the generational change within
families and family-owned business (Beck et al., 2011; Cruz and Nordqvist, 2012a). The
literature on family businesses generally observes that family involvement has an impact on the
long-term orientation and goal setting of the firm, adds personal views and attitudes to the
organisation, fosters risk-taking and entrepreneurial attitudes, but enhances the will to stay in
control (Brunetto and Farr-Wharton, 2007; Turner and Endres, 2017; Vos and Roulston, 2008;
Wang et al., 2007). Cruz and Nordqvist (2012a) analysed the difference between the founding
generation and the succeeding generation, presenting interesting insights into different
behavioural patterns and attitudes, which are also relevant for this thesis. Cruz and Nordqvist
argue that the new generation has a keener perception of the competitive environment and that
it is a challenge for family businesses to manage the generational transformation not only of the
family but also of the organisation; this is confirmed by other studies (Altinay et al., 2012; Beck
et al., 2011; Cherchem, 2017; Fendri and Nguyen, 2019; Koładkiewicz, 2013). In this context,
non-family executives can play a moderating role in managing the transformative generational
change in family-owned businesses (Cruz and Nordqvist, 2012a; Katsikea et al., 2019).
In sum, this section discussed the heterogeneity of SMEs. Frequently, the literature on SMEs
neglects the details discussed in this section, i.e. the typology of SMEs, their legal structures
and their influence on ownership, as well as the role of a family system intertwining with the
business system. Behind the considerations of firm size, business size and ownership, there lies
a complex system, and this complexity needs to be accounted for in the context of strategic
planning. A superficial view of SMEs and strategic planning would not create the differentiation
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and the identification of strategy mechanism at a detailed level, which is part of the underlying
theoretical framework of this thesis. The results of this section are the basis for understanding
the wider context of strategic planning, decision-making and the perception of the business
environment in SMEs, which will be examined in the following sections of this chapter.
SME executives’ characteristics
The group of SME executives includes the following circles: (1) owner(s)/managers, (2) familyrelated executives, and (3) employed executives. The role of the ownership and the familyrelated management of firms have been investigated in the previous section. The aim of this
section is to identify the characteristics of SME executives and these characteristics’ influence
on strategy. SME strategy literature emphasizes the characteristics of the executive as an
important influence on firm performance and strategic planning practice (Blackburn et al.,
2013; Blackburn and Kovalainen, 2009; Karami et al., 2006). The relevant literature discusses
these characteristics as age/generation, gender, educational background, and motivation
(Blackburn et al., 2013; Blackburn and Kovalainen, 2009; Whittington et al., 2016). With
regard to age and generation, the literature differentiates family businesses into those led by the
founder and those led by the following generations (Beck et al., 2011; Centeno et al., 2019;
Cruz and Nordqvist, 2012b). The founder generation is correlated with more centralized
decision-making with the main focus on the founder (Dyer, 1988). However, founder centrality,
and with it centralised decision-making, diminishes when the second generation takes over the
firm (Cruz and Nordqvist, 2012b). Moreover, the second generation tends to seek a more
professional management style than the founder generation’s rather informal and subjective
approach to leadership. Beck et al. (2011) have suggested that this is related to the different
challenges faced by the new generation, which can be dealt with better with a more professional
form of management. In addition, younger executives are sometimes often willing to pursue
more risky strategies than the founders' generation, which is are often considered more
‘conservative’ or ‘traditional’ and thus more risk-averse (Hambrick and Mason, 1984;
Wiersema and Bantel, 1992). Cruz and Nordqvist (2012a) also highlight the difference between
the founder and the successor generations’ perception of the environment, which results from
changes in the external factors, but also from the successor generation’s desire to do things in
new ways in order, for example, to enhance business or to ensure the firm’s survival. The
influence of gender on firm performance has been statistically analysed by Johnsen and
McMahon (2005) with the results that there is no significant correlation between gender and
business growth in the SME context (c.f. Du Rietz and Henrekson, 2000). There is a positive
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correlation between the level of education of the owners/managers on the one hand and their
managerial capabilities, the firm performance, and business growth (Blackburn et al., 2013).
Karami et al. (2006) suggest that executives with a relevant educational background in
management are more inclined to develop strategic plans than those without. Wang et al. (2007)
highlight to distinct goals of owners/managers as one of the key reasons why SMEs engage in,
or abstain from, strategic planning: a) profit/growth maximisation goals and (b) personal
fulfilment goals. Under the condition of a profit and growth maximisation orientation,
owners/managers tend to perform strategic planning as a vehicle to obtain these goals (Beaver
and Prince, 2004; Ghobadian et al., 2008b; O'Regan et al., 2005). Literature highlights that the
motivation for strategic planning is high, an effect on better firm performance or innovation is
perceived (O’Regan and Ghobadian, 2002; Upton et al., 2001). Although studies have shown
that SMEs performing strategic planning demonstrate better firm performance, the convictions
and goals of the individual owner/manager are decisive for the presence or absence of such
planning.
The SMEs strategic decision-making process
Strategic decision-making is predicated on setting out specific courses of action to reach
strategic goals. The process that leads to the choice of goals, of means and of the ways in which
these means are deployed is the strategic decision-making process (Vermeulen and Curşeu,
2008). Mintzberg et al. (1976) have characterised the stages of strategic decision making in
small firms, consisting of (1) identification, consisting in recognising changes and gathering
information, (2) strategy development, i.e. the search for and design of, strategic choices, and
(3) selection, i.e., the choice of a preferred strategy.
This three-step process includes cognitive aspects. The starting point of decision-making is the
recognition of change and the gathering of information. To arrive at meaningful decisions,
contextual factors have to be known or identified. Brouthers et al. (1998) list the following
contextual factors: (1) power and politics, which can influence the organisation; (2) external
groups, such as suppliers, customers, governmental agencies or interest groups; and (3) strategic
choices, which are influenced by managerial characteristics. The contextual factor can vary
from organisation to organisation, depending on the business environment in which the firm is
active and the related influence factors. Papadakis et al. (1998) suggested that this three-step
process view needs an enhancement to capture further contextual factors, such as the perceived
magnitude of the impact of decisions, frequency/familiarity of the environmental context,
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uncertainty, threat/crisis component, and the capabilities of the strategic planning system of an
organisation (Papadakis et al., 1998, p. 134).
Perspectives that are often neglected are information-seeking behaviours and attitudes of
individuals and groups. Information gathering is a crucial part of the strategic decision-making
process as information has an impact on the succeeding process and quality of decisions.
Research has recently suggested that executives tend to ignore information that is at odds with
their intentions and beliefs as such information increases the conditions of uncertainty and
complexity under which the decision-making process takes place (Huff et al., 2016, p. 15). The
reason for this tendency is assumed to be a limited ability of decision-makers to deal effectively
with their averseness to uncertainty and to manage negative emotions on an individual and
organisational level. Moreover, this behavioural pattern can be observed in groups dealing with
strategic planning and strategic decision-making both at the initial stage of recognition of
change and in the phase of information gathering (Huff et al., 2016; Sibony et al., 2017).
Researchers argue that one part of the problem is that executives tend to choose team members
whose opinions are already known and do not pose possible conflicts (Kahneman et al., 2011)
and that the tendency frequently exists in ‘entrepreneurial, autocratic, or family-owned
organisations where decisions are taken outside of the business planning process, as in many
SMEs (Powell et al., 2011, p. 1374).
Against the background, SME strategic decision-making is closely tied to the owner/manager
or executive, the mental process and attitudes that these individuals have, and according to
Powell et al. (2011), a very high impact on the recognition and processing of information.
Studies on SME executives (Salles, 2006) make little use of external information in their
strategic decisions as they tend to rely on experience and intuition (Brouthers et al., 1998;
Hambrick, 1982). In particular, strategic decision-making or strategic planning tends to make
use of external information when this information matches the owner’s/manager’s view and
experience (Stonehouse and Pemberton, 2002). Research suggests that executives use
consultants to moderate the effects of an otherwise rather informal and at times irrational
strategic decision-making process (Alexiev et al., 2019; Arendt et al., 2005; Scott and Irwin,
2009). The same recommendation applies to the second and later leadership generations of
family businesses and to non-family executives in these companies (Boxer et al., 2013; Cruz
and Nordqvist, 2012b; Dominguez and Mayrhofer, 2018). The reviewed literature is
summarised in Figure 8 below.
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Figure 8 Strategic decision-making process in SMEs (own illustration)

Recognizing change and information seeking is essential to derive insights for strategy
deployment. In the case of SMEs, the characteristics of the owner/manager have a strong
influence on the registration of changes and the processing of related information.
Advisors/consultants or non-family executives can have a moderating effect and can influence
the process once they are included. The literature review outcomes are in line with the
observations on strategic planning in SMEs and the influential role of owners’/managers’
characteristics (Wang et al., 2007). The SME-specific strategic decision-making process is
more centred on the individual preferences of owners/managers than on formal procedures. This
and the ensuing tendency toward biased decision-making entail the problem of empirically
investigating an intuitive and individual-cognitive decision-making process (Gudmundsson and
Lechner, 2013; Liu et al., 2017; Lowell W. Busenitz and Jay B. Barney; Stouraitis et al., 2017),
which the present thesis has to solve.
Resource limitations as a barrier for strategic planning in SMEs
Organisational characteristics play a crucial role in the discussion of strategic planning in
SMEs, especially since they influence the degree to which formal strategic planning procedures
are applied. As mentioned in section 2.3.2, SMEs are, by definition, grouped into a specific
firm-size category. Research has shown that firm size influences the availability and allocation
of resources in the organisation (Ansoff, 1967; Rubio and Aragón, 2009). It is often
recommended that organisations dedicate organisational and employee resources to performs
strategic planning tasks and the overall governance of the process (Ansoff, 1967; Grant, 2016,
2003; Martinet, 2010). Thus, some researchers advocate for an organisational separation of
strategic tasks and operational responsibilities, as a confluence of both tasks can lead to
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problematic or inconsistent priorities, as well as an increase in cognitive and judgment
limitations of individuals. As a cross-department task, strategic planning requires educated
personnel with skill sets relevant to the task. However, the formal planning procedures and their
monitoring implied in the above recommendations appear to be more characteristic of larger
businesses (Grant, 2016, 2003). It may also be the case that faster‐growing firms are more likely
to devise and implement formal planning procedures. As of yet, it is not generally clear whether
formalisation encourages growth and performance (Storey, 1994, p. 148). The possible link
between strategic planning practice and firm performance is subject to debate in research not
only in the SME but also in the LE context (Bantel, 1993; Dibrell et al., 2014; Ghobadian et al.,
2008b; Kraus et al., 2006). However, research has found that SMEs generally lack resources,
size and organisational maturity and usually follow a more informal and intuitive approach
towards strategic planning (Ghobadian et al., 2008b; Wang et al., 2007).
Wang et al. (2007) identify several barriers to strategic planning in SMEs: lack of time, lack of
expertise, inadequate knowledge of planning processes, reluctance to share strategic ideas with
employees and others, environmental uncertainty/turbulence, certain types of industry, internal
implementation barriers, and certain business life-cycle or developmental stages of the
business. An overview of the barriers is provided in Figure 10.

Figure 9 Strategic planning barriers (adapted from Wang et al. (2007))

An additional major factor for the strategic planning practice in an SME is ownership.
According to Wang et al., ownership and the owner’s motivations are central to understanding
the planning practices in SMEs, thus expanding, and potentially superseding, the otherwise
barrier-focused explanation of the lack or low level of strategic planning in many SMEs to the
common focus on barriers to strategic planning to account for.
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Strategy tools, methods and techniques in SMEs
Many tools, methods and techniques in strategy making are widely known and applied in
practice (Grant, 2016b; Rigby & Bilodeau, 2015). Strategy tools can be applied for various
purposes (Jarzabkowski and Kaplan, 2015; Spee and Jarzabkowski, 2009) but are basically
utilised to assist executives and strategists in the decision-making process or strategic planning
process. The aim of this section is to illustrate available tools and to view them in light of SME
applicability.
There are only a few recent studies on the application of strategy toolkits in SMEs (Elbanna,
2010; Gunn and Williams, 2007; Vorbach and Perl, 2008; Wagner and A. Paton, 2014).
Bellamy et al. (2019) consider the absence of research in this field to be rooted in a wider
conceptual problem, which is the mismatch between existing strategy schools and concepts on
the one hand and, on the other, the requirements of SMEs as tools and concepts are mostly
developed for LEs (c.f. Julien, 2018). Furthermore, Bellamy’s et al. (2019) study of SMEs in
the UK shows that these companies tend to apply tools specific to their business needs and
primary goals, and this tendency makes it less likely that they apply strategy tools: “SMEs use
relatively simple approaches explicitly in the use of strategy tools, right-sized to their relatively
small size, needs of their organisation and determined partly by their limited resource in
development” (Bellamy et al., 2019, p. 354). Furthermore, as highlighted throughout the
literature review, SMEs typically lack strategic planning practice, which limits their use of
strategy tools in general (Stonehouse and Pemberton, 2002; Wang et al., 2007). The wider
literature on strategy tools in SMEs emphasises that SWOT, PEST and budgeting are among
the most-used strategy tools (Bellamy et al., 2019; Rigby and Bilodeau, 2015).
In the case of German SMEs, the barriers to strategic planning have to be viewed in the national
context, especially with regard to these companies’ self-identification as Mittelstand, the role
of ownership, and the barriers to strategic planning in SMEs. Beyond the generally low
knowledge about strategy tools and methods in German SMEs (Vorbach and Perl, 2008, p. 333;
Wagner and A. Paton, 2014), researchers have stressed the role of a family business status and
the owners’/managers’ characteristics as barriers to strategic planning (Beck et al., 2011;
Cherchem, 2017; Cruz and Nordqvist, 2012b; Wang et al., 2007). A focused study on the
strategy toolkits practice in German SMEs has been undertaken by Wagner and A. Paton
(2014). The choice of such toolkits is, from a business management perspective, very limited.
The study by (Wagner and A. Paton) lists the tools applied in German manufacturing SMEs;
the list is supplemented with results from a study by Vorbach and Perl (Table 2).
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Functional areas

Tool

Strategic analysis and

Benchmarking

assessment

SWOT
Five competitive forces (Porter)
Scenario technique

Strategic premises and

Vision

settings

Mission statement
Corporate identity program

Strategy formulation

BCG growth-share matrix
Attractiveness – business – strengths matrix
Market – life-cycle – competence – strength
matrix
Product market grid (Ansoff)
Strategy maps

Table 2 Strategy tools in German SMEs (Wagner and A. Paton, 2014)

The SWOT analysis is the most commonly known strategy tool in German SMEs, which is in
line with study results from other national contexts (Frost, 2003). The results of the SME study
conducted in the manufacturing sector reveal that managerial skills have an immediate
influence on the knowledge about and application of strategy tools (Wagner and A. Paton, 2014,
p. 486). A lack of such knowledge was contingent on the educational background of the study
participants. That the educational background is often detrimental to using strategy tools may
result from a firm’s field of business operations; thus, the founder of an SME in the
manufacturing industry may have and need a strong engineering background, which often
entails a lack of depth in business qualifications. Thus, the most applied business tools are of
technical or engineering nature, such as from the domain of quality management, such as tools
pertaining to ISO 9000 or to continuous improvement programmes (Wagner and A. Paton,
2014, p. 481), and are of limited use in strategy-making. Therefore, it appears plausible to
assume that the limited usage of strategy tools does not result from a general lack of knowledge
and education but, rather, from specific business needs and an individual understanding of what
strategy is. This facet will be discussed in more detail in the empirical part of this thesis, as it
also has immediate implications for the language used in SMEs and, thus, for the interpretation
of empirical data (Easterby-Smith et al., 2008).
Summary and conclusions: strategy in SMEs
Based on the results of this and the previous sections, a derived model for the empirical stage
can be designed. The model has centred around three components that closely determine the
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SME strategy mechanism: (1) company characteristics and resources of the SME, (2) individual
characteristics and motivation of the owner/manager, and (3) strategy practice and the context
(see Figure 11).

Figure 10 Conceptual framework SME strategy mechanism

The corporate characteristics are related to the legal form and related liability and decision
making. This includes the ownership and the impact of founders and succeeding generations,
as well as the moderating effect of employed executives. SMEs lack of resources and
capabilities determine the extent to which strategy is planned and implemented in a formal way.
The most critical factor for the success of SMEs and the overall strategy mechanism is the
owner/manager, who plays a pivotal role. Beyond the owner’s/manager’s demographic and
educational background, also other factors influence how strategy is planned and implemented
in the organisation. Literature lists cognition, perception, intuition, and motivation as decisive
factors, which are human-centric and difficult to control. Experience and a more intra-view on
the organisation and a rather informal approach towards strategy and decision-making have
commonly been observed as typical for SMEs in empirical studies.
The strategy and the context, which are often related to formal strategic planning approaches
and the business environment in SMEs, are due to limited resources and capabilities on the
organisational and individual levels limited. The literature highlights that once the value of
strategic planning is understood, SMEs perform better in planning but also observes that despite
the positive effects, most SMEs do not engage in strategic planning. A practice-based view on
SME strategy enhanced with behavioural aspects of the role of owners/managers provides a
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promising framework enabling a better understanding of the conditions influencing strategic
processes in SMEs. The conceptual framework of the SME strategy mechanism will be
enhanced in the next section with regard to contextual factors of the environment and the
mechanisms of environmental scanning.

Environmental scanning in SMEs
Introduction
In this section, the environmental scanning literature is reviewed. The review ranges from the
principle definitions of the business environment and its attributes, the role of executives’
perception, the assessment of the environment, scanning modes and behaviours. The aim of this
section is to identify the SME-related specifics discussed in the extant literature on
environmental scanning and to synthesise the state of research on SME strategic planning
practice and environmental scanning into a framework for the empirical analysis. Therefore,
studies on environmental scanning with a focus on SME and strategy are assessed in more detail
while conceptual studies or empirical research with a more general focus will be used where
appropriate, such as in the definition of environment and its attributes or to explore the
differences between LE and SME practice. A historical or thematical review of the extant
literature is not intended. This review has benefited from literature reviews in this field (Choo,
1999; Robinson, 2015; Robinson and Simmons, 2018).
The concept of business environment is broad, and attempts in research to define the
environment’s structure and influence may, therefore, lack in detail and depth. A general
definition of the environment and the context of the firm is that “the environment can be defined
as the relevant physical and social factors outside the boundary of an organisation” (Duncan,
1972, p. 314). A more detailed definition of the business environment and its construct is
provided by Terry (1977), who acknowledged the dynamic exchanges between the environment
and the organisation, thus necessarily highlighting the relation of both objects, with the result
that his definition is suitable for this thesis: “The environment, in this instance, consists of those
things which lie outside the company (or organization) and are of concern to it. It consists of
things that have an influence on the organization and also things that the organisation wishes
to influence. All organizations, like all living things, import from the outside environment items
such as raw materials, knowledge, people, finances etc. and export such items as goods,
services, people and ideas. The environment, therefore, is a prime determinant of the form and
behaviour of an organization” (Terry, 1977, p. 2). As the environment is a comprehensive
construct encompassing multiple factors, it is important for executives and organisations to
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identify what is relevant to them. Both definitions address, to a varying degree of detail,
different elements of the business environment that affect the organisation and vice versa.
Research has attempted to structure this dynamic relationship and to create a better
understanding, especially of the interplay between the environment and an organisation’s
strategy (Bourgeois, 1980; Duncan, 1972; Elenkov, 1997; Robinson, 2015). This thesis aims to
understand how SMEs perform an environmental assessment in their strategic planning. The
review of this section will cover a definition of the business environment, the environmental
scanning process, and behavioural approaches. The three questions this chapter is concerned
with support, answering the main research question stated in chapter 1.2. They are as follows:
1. How to segment and assess the business environment?
This includes a review of the definitions and their elements, including influences and various
categories to structure the business environment.
2. How do SMEs perform environmental scanning?
This question is answered through a review of the literature on environmental scanning in
SMEs. The characteristics of scanning, the scanning-related behaviour at the individual and
organisational level, and the impact scanning have on the organisation are covered here.
3. How is the environment perceived, and what roles do executives play?
Answering these questions requires reviewing literature concerned with uncertainty, how
uncertainty is perceived, and how this perception affects the organisation and the role of
executives in the environmental assessment task. This section is structured around these three
questions, moving from the general to the specific, summarised in Figure 11.
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Figure 11 Structure and content of the environmental scanning

Environmental scanning and its purpose
The term ‘environmental scanning’ (ES) refers to ‘the process of gathering and interpreting
pertinent information from the environment and introducing the results into the business
planning process is referred to as environmental scanning’ (Temtime, 2006, p. 286).
Environmental scanning is a task within the strategic planning process, and it serves the purpose
to detect external factors affecting the organisation and vice versa. The aim of ES is to provide
a comprehensive view and an understanding of the current and future condition of the
environment and to detect external forces or events, which may have an effect on the company
(Aguilar, 1967; Auster and Choo, 1994; Choo, 2002). Scholars have underscored the role of
knowledge as a competitive source and its importance in the context of a strategy (Foss et al.,
2013; Grant, 1996; Lee et al., 2016). Against this background, a proper environmental scan is
a crucial analytical task. Many scholars indicate that organisations that engage more intensely
in environmental scanning perform more successfully than those that do not (Beal, 2000; Choo,
2002; Maheran Nik Muhammad et al., 2009).
The principal environmental scanning process includes (1) the definition of information needs,
(2) the process of information seeking and acquisition, and (3) the use of information (Choo,
1999, p. 22). The process and scope of environmental scanning can vary depending on the
organisation’s objectives and contextual factors, such as market, competition, megatrends, and
the executive’s motivation and individual cognition. Jennings and Lumpking (1992) argue that
strategy defines the scope of environmental scanning. According to Jennings and Lumpking,
42

CEOs scanning differ according to their firm’s competitive strategies, which could be a nichemarket strategy or a cost-leadership strategy. This implies that the strategy can determine
scanning behaviour as well as be affected by it (Jennings and Lumpking, 1992). Earlier research
came to similar conclusions. Keegan (1974) argued that executives prefer an indirect and
informal way of environmental scanning. Keegan’s study is in line with Aguilar’s (1967)
findings that environmental scanning is more determined by the executive’s engagement than
by the systematic approach applied. Hambrick (1982) and Beal (2000) investigated the
relationship between strategy and environmental scanning practices. His analysis could not
prove a correlation between the intensity of performing environmental scans and the strategy
practice of an organisation. Hambrick discovered in his study that executives did not show a
consistent tendency to scan in a way that is adapted to their organisation’s strategies (Beal,
2000; Hambrick, 1982, p. 169).
The principal definition of environmental scanning has not changed significantly over time
(Beal, 2000; Choo and Auster, 1993; Flamholtz and Randle, 2016). What has changed in recent
literature is that executives’ individual perceptions and judgement on an increasingly complex
and dynamic business environment have moved into the focus, along with the question of how
environmental scanning should be performed in strategic planning (Robinson, 2015; Robinson
and Simmons, 2018). As a consequence, the next sections of this chapter will focus on SMErelated content in the environmental scanning literature. The aim is to provide a summary in a
framework for the empirical research undertaken in this thesis.
Layers of the environment
To understand the dynamic interplay between the organisation and the environment, it is
important first to understand how the environment is constructed. A first differentiation and
categorisation have been provided by Dill (1958) in subdividing the environment into (1) the
general environment consisting of meta-themes and (2) the task environment with a more
granular description of influence factors affecting the organisation. Dill’s categorisation is still
applied in research and has been enhanced by Bourgeois (1980) in linking the environment with
strategy; see Figure 12 below.
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Figure 12 Hierarchical nature of strategy and environment (Bourgeois, 1980, p. 3)

The general environment is differentiated in meta-themes, which in literature and practice are
often addressed with the PEST analysis developed by Aguilar (1967). The abbreviation PEST
stands for Political, Economic, Social, and Technological. The PEST analysis has gone through
different modifications; thus, in the 1990s, a Legal and Ecological view was added to the
framework, which was then called PESTLE. Different forms and enhancements exist, but the
original view of the PEST analysis has endured and become one of the most prominent strategy
tools in literature and practice (Rastogi and Triverdi, 2016). The operating principle of this
analysis is to aggregate the different external factors potentially affecting the organisation to
derive a basis for effective and sustainable corporate strategies. Bourgeois (1980) suggests that
the domain definition describes the choice between the organisation and the environment. The
principle question of an organisation are strategic questions of market position, e.g. of
diversification and/or exiting from markets, which is in line with the assumptions of (Ansoff,
1967; Miles et al., 1978) for corporate strategy development. The goal-setting and its
implementation of an organisation are directly linked to the task environment, which
conventionally includes customers, suppliers, labour, capital markets and competitors. The
distinction between types of environments differentiated by their proximity to the firm’s
business operation goes hand in hand with their influence on the organisation and vice versa.
The task environment is, according to Bourgeois, the “competitive arena” which has been
determined by the business and in which so-called domain navigation, which includes strategic
decision-making and entrepreneurial decision, takes place (Elenkov, 1997).
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To sum up, it can be concluded that the environment has multiple facets which organisations
need to consider and observe. The distinction between a general and a task environment
supports a structuring of the relationship between environment and corporate and business
strategy but leaves open how organisations can or should perform environmental scans or
assessments. Bourgeois (1980) provides a framework for identifying possible resources for a
certain task by delegating selected tasks to functional departments, e.g. sales and marketing for
customers in the task environment, the executives in the general environment, to better
understand the corporate impact.
Environmental attributes
The business environment is associated with different attributes to assess its impact on the
organisation. Miller and Friesen (1983) proposed to classify the organisation’s environment in
three categories: (1) dynamism, the rate of change in the industry as well as the unpredictability
of customers and competitors, (2) hostility, which is the degree of threat posed by competition
and the volatility of the business cycle, and (3) heterogeneity, also termed complexity, which
is contingent on differences between an organisation’s various markets. In addition to those
mentioned by Miller and Friesen, further attributes have been introduced to describe and/or
assess the business environment: turbulence, as an environmental quality that poses threats but,
at the same time, demands from organisations to exploit opportunities (Drucker, 1980, p. 9),
and uncertainty and ambiguity, which are both related to a lack of information on events, the
chances of their occurrence, and their causal relationship to the decisions made by the company
(Duncan, 1972, p. 317).
According to Robinson (2015), the business attributes are used to assess the type of
environment that an organization faces in various aspects of its operations and address the
relationships between the environment and organisational variables. The attributes have an
effect on the organisation on the general and the task-environment level, which were introduced
in section 2.4.3 (Bourgeois, 1980). The challenge for executives and organisations is to identify
their possible effects on the organisation and on strategy. In figure 13, the two tools to assess
the different environments according to their characteristics are presented they are (1) general
environment with the PEST analysis and (2) task environment with Porter’s 5 forces – and are
brought into the context of Bourgeois’ concept of environment.
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Figure 13 Attributes and assessment of the environment (own illustration)

The assessment of the general environment, which consists of meta-themes in the market
environment, is still performed with the PESTLE analysis developed by Ansoff (1967). As
explained in the previous section, the PESTLE analysis aims at the macro-developments in the
Political, Economic, Sociological, Technology, Legal and Ecological environment. As an
aggregation of different factors, it provides the ability to capture trends and developments and
provides transparency about the meta-themes and raises the awareness of executives and
strategists for developments that are of concern at the corporate level (Grant, 2016).
The concept of competitive advantage introduced by Porter (1980) provides a framework that
considers the major factors influencing strategy and allows managers to derive conclusions that
help to improve their company’s competitive position. The framework, which is known as
Porter’ 5 Forces, is still one of the most prominent strategy tools (Grundy, 2006). Strategists
first have to conduct an analysis before they can develop an adequate strategy; the analysis
considers (1) buyer power, (2) supplier power, (3) threat of substitutions, (4) threat of new
entrants, and (5) the competitive rivalry (Porter, 1980). Porter suggests a structural analysis in
order to identify and assess competitive forces and to maintain or gain a competitive advantage,
which may be achieved in the form of three deliberate generic strategies: overall cost
leadership, differentiation, and focus on a niche.
Many attributes for the environmental state exist, and often the description may be overlapping.
The following section shall provide an overview of the different terms and their definitions in
management literature. Both presented tools are widely applied in research and practice. For
the empirical investigation, it is important to determine that certain tools or approaches are more
suitable than others in analysing an attribute of the environment and the challenges faced in
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coping with it and in deriving a reasonable strategy. The author of this thesis suggests that,
especially in the SME environment, a comprehensive understanding of the general and task
environment increases the quality of strategic planning and decision-making.
Perceived environmental uncertainty
Uncertainty about the business environment is a major challenge for researchers and
practitioners and has a major influence on the development of strategy concepts and
frameworks. One of the key tasks of executives is that environmental scanning has to include
the assessment of perceived environmental uncertainty and its impact (Bourgeois, 1985; Grant,
2003; Hambrick, 1982; Robinson, 2015). According to Ginter and Jack Duncan (1990), the
principal characteristics of environmental uncertainty are an inability to assign probabilities to
future events, a lack of information about cause and effect relationships, or an inability to
predict accurately the outcomes of a decision might be. The literature further distinguishes
between types of environmental uncertainty. A widely-cited key source is a conceptual study
by Milliken (1987).
According to Milliken, perceived environmental uncertainty is divided into three types: (1)
state uncertainty, regarding the state of the environment and meaning that it is unknown how
components of the environment might be changing, (2) effect uncertainty, associated with an
individual's ability to predict what the impact of environmental events or changes will be on the
organisation, and (3) response uncertainty, which results from uncertainty about what response
options are available to the organization and what the value or utility of each of these options
might be (Milliken, 1987, pp. 136–137). In addition, Milliken provides a differentiated
definition of environmental uncertainty, which addresses different sources of perceived
uncertainty by defining uncertainty as a ‘descriptor of the state of organizational environments
and as a descriptor of the state of a person who perceives himself/herself to be lacking critical
information about the environment’ (Milliken, 1987, p. 143).
Based on this, Milliken assumes that perceived uncertainty is either a result of characteristics
objectively inherent in the environment (e.g., volatility) or of characteristics attributed by
persons to themselves (e.g., lack of knowledge). A summary of Milliken’s theory is presented
in Figure 14.
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Figure 14 Perceived environmental uncertainty in context (based on Milliken, 1987)

This differentiation is important as the perception of the environment can be rather abstract and
perceived differently by individuals, c.f. section 2.2.4) to measure the uncertainty, an attempt
which has been carried out by Bourgeois (1985). The study Bourgeois conducted with 20
executives in listed corporations further suggests that organisations should rather confront
themselves with uncertainty than trying to avoid it and that they should, even under conditions
of uncertainty, adapt their strategic goals rather than following a static paradigm. Furthermore,
the study revealed that organisations equipped with perceptual acuity, i.e. a congruence between
perceived environmental uncertainty and objective environmental volatility, achieve higher
levels of economic performance than a firm that do not exhibit this quality (Bourgeois, 1985,
p. 565). Other empirical studies confirm Bourgeois’ findings but also have highlighted that
organisations tend to increase their efforts to scan the environment when environmental
uncertainty is perceived (Abu-Rahma and Jaleel, 2019; Analoui and Karami, 2002; Pelham,
1999). Garg et al., 2003 studied the influence of CEOs on environmental scanning in the context
of environmental dynamism and manufacturing firm performance. The underlying hypothesis
of Garg et al. is that the cognitive capabilities of executives are limited and that a pre-selection
of relevant information has to be made. They imply that executives, therefore, have to prioritise
first the company-internal and company-external areas of interest which deserve their attention,
then they gather and interpret the most critical data. The study suggests that executive scanning
of appropriate sectors in both the external and internal environments is important to firm
performance and that the relevance of a particular sector depends in part upon the overall level
of dynamism in the external environment facing the firm.
The literature on environmental scanning considers environmental uncertainty to be rooted in
organisational and individual uncertainty. The perception of individuals plays a key role in the
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way the environment is perceived and in the choice of actions taken, such as increased efforts
to understand the state of the environment or an adaptation of goals as a measure to cope with
uncertainty (c.f. Bourgeois, 1980). For this thesis, it is important to underscore the factor of
individual perception. As outlined in section 2.3, the owner/manager or executives and their
individual motivations and capabilities have a strong impact on the way the SME is led and
strategy is performed (c.f. Wang et al., 2007). As suggested in the literature, their perception of
the environment influences, in turn, how and with respect to what aspects the environment is
scanned. Furthermore, Milliken’s three types of perceived uncertainty help to structure in more
detail the origin of decision-makers uncertainty and their major challenges. The perception of
executives has an impact on environmental scanning behaviour, which is reflected in the next
section.
Scanning sources, modes and behaviours
The literature describes different ways of how environmental scanning is performed. The early
work of Aguilar (1967) identified four modes of environmental scanning, which are still applied
in the environmental scanning literature and are summarized in Table 3 below:
Modes

Sources

Indirect Viewing

General exposure with no specific purpose, e.g. newspapers,
general journals, magazines.

Conditioned
Viewing

Directed exposure to a more or less clearly identified area of
information plus readiness to assume may be important, e.g.
trade journals, lunching in the City

Informal Search

Limited and unstructured effort to obtain specific
information, e.g. telephoning a small group of contacts.

Formal Search

Deliberate effort to receive information, e.g. market survey,
economic, forecasting model, needs research, acquisition
search.

Table 3 Aguilars Four Modes of scanning environment factors (based on (Denning, 1973))

The literature suggests that a mix of the four modes should be employed to achieve effective
environmental scanning (Du Toit, 2016). Yasai-Ardekani and Nystrom (1996) argued that
smaller organisations might perform environmental scanning, relying heavily on informal
sources of information and taking most interdependencies into account through personal
communications. Furthermore, there are limited possibilities for small firms’ executives to
delegate the environmental scanning tasks to employees due to limited resources, but also due
to the limited involvement of employees in the strategic planning task. With earlier works by
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Daft et al. (1988) and Elenkov (1997) as a foundation, Robinson and Simmons (2018) brought
the scanning modes into context with the sources, which is illustrated in Figure 15 below.

Figure 15 Four scanning modes with source examples (Robinson and Simmons, 2018)

Executives tend to approach other people directly as personal sources (Abu-Rahma and Jaleel,
2019; Auster and Choo, 1994; Jogaratnam and Law, 2006; Robinson and Simmons, 2018).
Auster and Choo (1994) argued that executives were in particular interested in the quality of
information and its accessibility. Uncertainty is a driver for the use of personal information
sources, as discussed in section 2.4.6, and, therefore, executives aim to find a trusted or reliable
source (Elenkov, 1997). Firm age has an influence on the scanning practice with regard to the
structure of the information-channel selection and to finding alternatives when personal sources
are not available or complementary information is required (McGee and Sawyerr, 2003).
Studies found that LE performs more structured and organised environmental scanning
activities and that they do so more often and more regularly than smaller entities (Grant, 2003;
Haase and Franco, 2011). Executives inform themselves through external or internal sources,
i.e. customers, family, friends (Sawyerr, 1993). Other sources include suppliers, the Internet,
specialised and trade publications, fairs and exhibitions, conferences, annual reports and
external consultants (Haase and Franco, 2011; Sadowski et al., 2002; Sund, 2015). The
literature on SMEs highlights the limited resources for environmental scanning and the intense
individual engagement of executives and functional heads. In an empirical study with in-depth
interviews with SME executives, Wong et al. found that SMEs use common sense and intuitive
approaches rather than sophisticated analytical tools to obtain and analyse information. The
scanned information is used for both strategic and functional decisions (Wong et al., 2014). As
a source of information, the personal form is preferred, but also information from functional
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units are gathered, especially information relating to markets and innovations (Wong et al.,
2014). The scope of environmental scanning is narrow, focusing on the informational needs
with regards to the economy, customers and competition. External sources such as media, sales
personnel, clients, and competitors are very significant sources of information for executives
(Bourletidis, 2013). Bourletidis (2013) also investigated in an empirical study the
environmental scanning behaviour of SME executives in Greece in an economic crisis defined
by uncertainty and declining business. The study reveals that executives spend 30-50% of their
daily working time searching for information in connection with new business opportunities,
alternative ways of delivering goods at low cost and new ways of showrooming and advertising
(Bourletidis, 2013, p. 603). As sources Bourletidis lists sales reports, local businessmen
networks and industry fairs. A possible problem inherent in the dominant role of the executive
is that an individual’s perception of the individual can be biased or lacking in its understanding
of the environment. Literature, therefore, highlights the need for intersubjectivity, i.e. a practice
in which various individuals observe a phenomenon from different perspectives (Huff et al.,
2016). This is especially relevant when a broader context has to take into account, and with
regard to the three types of uncertainty, that is, the uncertainty inherent in the state of the
environment, with regard to causal effects and to appropriate responses to an event. However,
Pelham and Lieb (2004) argue that different managerial perceptions can be a source of conflict,
especially in highly volatile market environments. According to the authors, formal discussions
between SME executives and managers can moderate these conflicts. There are potential
advantages of conflicts, too. Thus, cognitive conflicts resulting from the functional diversity of
decision-making teams encourage a thorough evaluation of underlying assumptions
(Schweiger, Sandberg, and Techner 1989) and lead to higher-quality, more innovative decisions
(Murray 1989). Yet, there needs to be a forum for the exchanges and discussions necessary to
harvest these advantages. Murray argues that otherwise, the perceptions and implications of
those perceptions remain internal and poorly communicated with negative consequences.
Overall, the literature acknowledges the inherent characteristics in the scanning behaviour of
SMEs, but it also shows that they share the same informational needs with LE and use the same
information sources, even if regularity and scope of usage differ. SMEs tend to be clearly aware
of their demands for information and generally rely more on personal than on external
information. Although the number of recent SME studies with a focus on environmental
scanning behaviour is limited, the existing research suggests that there are similarities in the
attitude of SME executives towards strategic planning and environmental scanning in that, once
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a need is recognised, the necessary efforts and resources are increased. The modes of scanning,
sources and behaviours provide crucial insights for the later empirical stage.
Summary and conclusions: environmental scanning in SMEs
Given the aim of this thesis, the research relating to SMEs will be used to develop a conceptual
model with the following elements: (1) environmental factors, (2) determinants for scanning,
and (3) individual scanning behaviours and sources of environmental information. The
summary considers inherent SME characteristics and the influential role of the executives in
SMEs; it is illustrated in Figure 16.

Figure 16 Summary – environmental scanning in SMEs

The objective and the perceptual environment both are accessed through a human lens and are
determined by a human factor in scope definition, cognition, perception and judgment. This is
a critical topic that has recently been prominently debated in popular science (Kahneman, 2012;
Kahneman et al., 2011; Taleb, 2010). These debates cannot be resolved within this thesis as it
requires extensive attention and detailed research; instead, this thesis emphasises that the term
‘objective’ used here and in the literature is not equivalent to the term ‘truthful’. However, the
differentiation of uncertainty helps to associate the perceived environment, especially with
individual characteristics of the beholder, whose perception is thus less governed by formal
procedures and criteria and is therefore rather intuitive. The individual perceptual environment,
in combination with the different types of uncertainty, is expected to influence whether and
how environmental scanning is performed. In the next section, the results of the literature
review pertaining to both the SME strategic planning practice and environmental scanning are
summarised and synthesised in the following conceptual framework as a foundation for the
empirical study.
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Linking SME strategy and environmental scanning literature
This section aims to summarise the literature review results and to introduce the conceptual
framework for the empirical stage. The outcomes of the literature can be summarised into four
overarching themes: (1) the strategic planning, (2) the environmental scanning, as influencing
factors on both, (3) the organisational contingencies of SMEs and their inherent characteristics,
and (4) the business environment and the way how it influences strategy and scanning. The four
themes and the most influential sources are presented in Figure 17.

Figure 17 Linking SME strategy and environmental scanning

This thesis aims to investigate how industrial SMEs in Germany perform strategic planning and
environmental scanning. There are two obstacles that need to be considered in the context of
this thesis: (1) the strategy literature is mostly developed in the large enterprise context, with
limited transferability to SMEs, and (2) the environmental scanning literature as a sub-domain
of strategy, generally lacks recent contributions and mostly neglects the SMEs. Commonalities
of both domains are that due to lacking organisational structure and the limited possibility to
adapt to comprehensive organisational processes of SMEs, emphasis is given more on the role
of the executive.
In view of the underlying theoretical framework of the strategy-as-practice approach, strategic
planning and environmental scanning have been investigated through the lens of praxis,
practitioners, and practice to obtain a more differentiated view on the topic. The review
identified a general conceptual problem in the strategy literature in handling the SME specifics,
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as most dominant concepts have been mostly developed in a LE (large enterprise) context,
neglecting the demands of SMEs and executives. However, based on the literature outcomes
the author of this thesis suggests that organisation which performs strategic planning also
emphasize on the importance to environmental scanning, viewing the environmental scanning
as an obligatory and complementary part of the overall process. Research-grounded insights
with the combination of strategy and environmental scanning in the SMEs context are limited.
Literature list several obstacles for SMEs in regard to strategy and environmental scanning,
which are lack of resources, capabilities and the strong dependence on the executive's
motivation (Pryor et al., 2019; Stonehouse and Pemberton, 2002; Wang et al., 2007).

Summary
At this point, a significant body of research has been examined, and the key themes of
environmental scanning and the strategy process have been identified. A number of models and
perspectives informing the present research have been identified. Given the variety of findings
on environmental scanning and its relationship with aspects of strategy, there is clearly a need
for further research in this area. This literature review has set the theoretical foundation of this
thesis. In the next chapter, the empirical stage will be discussed and presented in more detail
(see Figure 18).

Figure 18 Outline of the research process
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3

Research methodology
Introduction

The previous chapter identified the current literature and its implications for the research topic.
This chapter aims to discuss the research design and research methodology adopted in this
thesis. A detailed justification for the choice of research methodology is provided, including a
brief discussion about possible alternative views and the reason for the exclusion of these
approaches. The purpose of this chapter is to link the research question, the existing literature
and the research aim. In this chapter, an overview of the research methodology of choice,
research approach to data collection, principles of data analysis and research quality is given.

Research questions
Environmental scanning is the first key task in the strategic planning process and is considered
a sub-domain of the strategy literature. Scholars have emphasised the importance to perform
environmental scanning to obtain a better understanding of the business environment (Jennings
and Lumpking, 1992; Porter, 1980). The literature provides comprehensive studies about
strategic planning practice and environmental scanning in the large enterprise context (Grant,
2003). Beyond some exceptions, which include (Beal, 2000; Pearce et al., 1982; Stonehouse
and Pemberton, 2002), the SME context has been not explored in detail or strategic planning,
and environmental scanning has been isolated from each other (Kraus et al., 2006). An
observation the author of this thesis has made in the review of the literature on SME strategy is
that exploratory studies to understand what actually executives do in strategy are limited
(Entrialgo et al., 2000; Karami et al., 2006; Stonehouse and Pemberton, 2002). Existing studies
are rather of quantitative nature, aiming to create a link of strategic planning and firm
performance with contradictory results (Kraus et al., 2006). A possible explanation for this
absence of studies can be the high fragmentation of SME organisations in size, type and industry
or a general lack of formal strategic planning practices of SMEs (Ghobadian et al., 2008b; Kraus
et al., 2006; Muhammad, 2015; Stonehouse and Pemberton, 2002; Wang et al., 2007). Empirical
studies with the adopted integrative approach in this thesis are urged by scholars to get a better
understanding of how SME’s perform strategic planning and environmental scanning (Beal,
2000; Kourteli, 2000; Stonehouse and Pemberton, 2002).
Against this background, the author of this thesis recommends that the practice of
environmental scanning can be understood better when the strategic planning practice is also
being explored. This integrative study of the overall SME strategy process linked with the
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environmental scanning shall, therefore, contribute to the body of knowledge within the
strategic management literature. As a consequence, this thesis aims to address the research
questions:
•

How strategic planning is performed in SMEs in Germany, and in particular,

•

How SMEs do perform environmental scanning and analysis within the strategy
exercise.

Philosophical stance
This thesis is a qualitative study adopting an interpretivist position. In this section, the reason
for this choice shall be explained, including brief reasoning why other positions have been
eliminated.
The researcher’s philosophy is a crucial part of the research process. It does reveal the way how
the researcher sees the world (worldview) and derives implications on research design. The
process of choosing a philosophical stance stimulates the reflection on the overall research.
However, Saunders notes at this point that there is no ‘better’ in research philosophy as each
philosophy is suited to achieve different things (Saunders et al., 2016, p. 129). The main topics
in the context of philosophical stance are ontology and epistemology. Based on both the
researcher’s experience and the nature of the research being undertaken, the chosen worldview
represents the researcher’s general beliefs about the world. Bryman and Bell (2015) list the
possible epistemological positions as pragmatism, realism, and interpretivism. To be coherent
with the definition of Bryman and Bell, the ontological positions are objectivism and
constructionism. The debate on the ontological and epistemological is a competition and is often
framed whether the study is: subjective or objective, or quantitative or qualitative (Bryman and
Bell, 2015, p. 37).
In the next paragraphs, this is elaborated in more detail, providing the reasons for the choices.
Researcher’s worldview
This study aims to explore how SMEs perform strategic planning and how they perform their
environmental scanning of the business environment. Beyond the inherent characteristics of
firm size, resources, and time individual behavioural aspects play an important role. The
ownership and the role of owner/managers incorporated with their personal background,
motivation and attitudes towards strategy and the environment have been identified as essential
factors (Beal, 2000; Wang et al., 2007). Overall, the literature suggests that SMEs strategic
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planning and strategic analysis of the business environment is highly specific influenced by
multiple criteria, which the researcher has to distinguish and outweigh in order to get an
understanding of the subject. The complexity of this research is, although certain insights on
the SME strategic planning practice exist, research on the domain of environmental scanning
and analysis is limited related to SMEs (Beal, 2000; Gaur et al., 2011; Muhammad et al., 2009;
Roy and Thérin, 2008).
Against this background, the interpretivist approach is the most suitable one for this research.
Interpretivist approach generally takes an ‘open-minded’ approach and starts from data rather
than a literature-based theory or hypotheses to be tested out. Interpretivist researchers look at
organisations in-depth (Easterby-Smith et al., 2004). Thus, interpretivist researchers engage
with a deeper understanding of meanings in data analysis. In contrast, realists theory holds that
sociology can, and should, follow the logic and methods of the natural sciences; meanwhile, it
differs from positivism in its interpretation of science (Hibberd, 2010). In positivist research,
theories are tested against observations and found to be ‘true’ or ‘false’ or somewhere in
between. Research designs are more likely to be experimental or comparative in realist research.
The focus of realist methodology, however, is on theory. Realists argue that there is no such
thing as theory-free data: sociological methods should be specifically focused on evaluating
and comparing theoretical concepts, explanations, and policies. A positivist paradigm did not
fit this thesis's subject and research objective, neither to the researcher’s choice. Positivism
works for quantitative studies, in which a hypothesis is tested with large survey samples. It
contradicts the essential topics, such as the fact that the researcher is value-free and independent
of what is being observed. This paradigm was excluded early, as this thesis has an exploratory
nature seeking to understand and gain insights from individuals.
The ontological and epistemological positions have been presented, which enables the choice
of the best-suited research approach.
Nature of research
A research method can be quantitative, qualitative, or a combination of the two. A qualitative
research method is designed to support fundamentally different worldview assumptions and
research strategies from those used for quantitative research methods. Whereas quantitative
research methods are closed and controlled, qualitative research methods are open and tend to
rely on text or image data rather than numeric data (Bryman and Bell, 2015; Easterby-Smith et
al., 2008; Jansen, 2010). Although many different qualitative research methods are available,
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they do have some typical characteristics such as natural settings, researchers gathering their
own data, multiple kinds of data, open-ended questions, inductive analysis, emphasis on
understanding the participants’ meaning and an emergent design approach (Bryman and Bell,
2015).
Additionally, researchers can use theoretical lenses to view their research problem in specific
ways. Using qualitative research methods involves the researcher becoming effectively
embedded within their own research. Consequently, the researcher will probably form opinions,
relationships and values or ethical judgements affecting the way they collect, analyse and
conclude the data. Because of viewing the data through their own personal lens, an important
element in any qualitative research method is for a researcher to highlight those areas where
their own background or value systems may bias the research results.
Unlike quantitative research, qualitative research purposefully selects participants or data that
specifically assist in understanding the research problem quantitative researchers would object
to. Once the participants are identified, data collection in a qualitative research method is
typically conducted through interviews. Interviews are typically unstructured or semistructured and recorded as interview notes and/or recorded as audio files and later transcribed
(Easterby-Smith et al., 2008; Jansen, 2010; Saunders et al., 2016). The primary source of this
thesis has been in-depth semi-structured interviews. Additional sources, e.g. documents or
audio-visual material, has been not permitted by the interviewees due to the high confidentiality
of strategy related data. The interviews have been recorded when permitted. The interviews
were documented by the researcher during the interviews and later cleansed to prepare for the
interview analysis stage. Where questions raised on the content or additional permission was
requested by the interview, the author of this thesis has contacted respectively requested final
approval.
Reasoning
This thesis is a subjective, qualitative study adopting interpretivism. The choice of the bestsuited research approach has to be done between deduction, induction and abduction. This
thesis adopts abduction as a research approach.
Deduction and induction are two contrary poles: whereas deduction aims to progress from the
general to the specific, using data to evaluate propositions or hypotheses, induction aims to
generalise from the specific to the general while data is collected to explore a phenomenon to
potentially develop a conceptual framework or theory (Saunders et al., 2016, p. 144). The
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critique of both related to this thesis is first that both represent two overly one-sided views. The
aim of this thesis is to gain insights and an understanding of strategic planning and the practice
of performing an environmental scan in this context. Characteristics of a deductive approach
are causal relationships and hypothesis testing, which imply a large representative sampling
and does not fit the nature of this research. The inductive approach evolved from the critique in
social science of the deductive approach, as the cause-effect relationship did not reflect the
requirements for many social scientists. The inductive approach is best suited for research
which is particularly concerned with the context in which events are taking place (Saunders et
al., 2016, p. 146). Saunders suggests that inductive research of a small number of subjects might
be more appropriate than a large number as with the deductive approach.
A middle way of both poles is abduction, which is the research approach of choice for this
thesis. The abductive approach combines elements of both research approaches (Bryman and
Bell, 2015). Bryman and Bell argue that the abductive approach involves a ‘back-and-forth
engagement’ between existing literature and the social phenomenon. Abduction ascertains the
limited ability of researchers to think rationally in terms of computational reasoning and
acknowledges the importance of cognitive reason in theory building. Moreover, the abductive
reason enables the researcher to remain open to the possibility of being surprised by the data
rather than using it to confirm their preunderstandings (Alvesson and Kärreman, 2007). The
abductive reasoning in the context of this thesis is presented in Figure 19 below.

Figure 19 Abductive Reasoning and Thesis Structure
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The abductive reasoning suits the aim of this thesis to investigate SME strategic planning and
environmental scanning practices. Firstly, this research is founded on previous empirical work
in strategic planning and environmental scanning literature, while it needs to be noted that
relevant studies. Secondly, integrated studies of both disciplines are rare or do not provide a
focus on SMEs and their inherent characteristics. The abductive reasoning enables an iterative
check and referring between the literature and the two domains in focus based on the empirical
outcomes to find possible answers to identified gaps.

Research strategy
In the previous section, the author’s preference has been straightforward towards a qualitative
study with an interpretivist paradigm and abductive reasoning. This framework has an influence
on the research strategy, which in turn will influence the choice of methods. As a qualitative
study, quantitative research strategies have been disqualified at an early stage (cf. Bryman and
Bell, 2015, p. 38). This thesis adopts a qualitative survey as a research strategy with semistructured interviews (c.f. Bryman and Bell, 2015, p. 63). This sub-chapter includes a
justification for this choice and arguments for why alternative research strategies have been
eliminated.
This thesis aims to investigate how SMEs perform a strategic analysis of the business
environment within their strategic planning, a domain that requires further exploration on the
topic. Fundamental and prominent contributions have dated back to the 1990s and 2000’s with
limited integration of both fields (Beal, 2000; Choo and Auster, 1993; Stonehouse and
Pemberton, 2002). Although a variety of empirical studies about strategic planning in SMEs
exists, the role of strategic analysis and how the business environment is scanned is despite its
importance in literature and academia underrepresented. There are several reasons for the lack
of research in this domain, which have been outlined in the literature review chapter. The most
prevailing reasons for this gap are the general tendency of SMEs to not perform a structured
and formal strategic planning process (Wang et al., 2007) and that scholars have seen the
environmental scanning and analysis as something ‘given’. The author expects that this thesis
contributes to the body of knowledge by researching this topic in more detail in order to identify
connections and insights for further research.
The primary source of data in this thesis is collected through in-depth interviews with semistructured questionnaires. Interviews are a conversation with a purpose, and the qualitative
research interview seeks to describe the meanings of central themes of the research topic. The
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main task of interviewing is to understand the meaning of what interviewees say. The purpose
of this strategy is to explore several individual organisation cases of strategic planning and
environmental scan with their specific circumstances and requirements in order to identify
similarities or differences, attitudes and behaviours.
The interviews have been conducted with owners/executives of SMEs in Germany. Literature
acknowledges the specifics of German SMEs and especially the ‘Mittelstand’ as an economic
factor in Germany that is driven by values and sustainability rather than sole profit orientation.
The personal motivation of SME executives, the context of the firm in terms of family
involvement and shareholders need to be considered for the research strategy and fieldwork.
From a research standpoint, related literature on entrepreneurship and their motivations, as well
as perceptive aspects, had to be taken into account (Gudmundsson and Lechner, 2013; Lowell
W. Busenitz and Jay B. Barney; Stouraitis et al., 2017). The literature further suggests adapting
to cultural contexts while performing qualitative research (c.f. Easterby-Smith et al., 2008,
p. 67). Based on a pilot interview with an SME executive in Germany, the specific language of
the ‘Mittelstand’, style of language and question have been adapted.
The strengths of in-depth interviews are that they are a more personal form of research, opening
access to views and opinions, being flexible and responsive, enabling a follow up of
information, access to detail and depth quickly. Furthermore, in-depth interviews provide
comparative information on complex issues and build contacts (Easterby-Smith et al., 2008;
Jansen, 2010). In contrast, Bryman and Bell (2015) also list weaknesses of in-depth interviews.
The availability of senior-level managers, the status and power the interviewees hold, and
access to this group are seen as critical factors (Bryman and Bell, 2015). Especially as this
thesis aims to interview SME executives, which play a crucial role in the organisation, the
acquisition strategy for interviewees needs to be considered at an early stage. The researcher
has chosen a dual strategy to approach potential respondents in a formal way contact via email
or phone the organisations fitting to the adopted SME definition in this thesis and the
exploitation of the personal network of the author of this thesis. The flexibility of the researcher
was crucial for success, as SME executives had limited availability and time for the interviews.
Alternative research strategies in qualitative research are grounded theory, action research and
case study. Grounded theory was disqualified at the early beginning as it aims is to generate or
discover the theory and not to describe or apply the existing theories (Glaser and Strauss, 1967;
Silverman, 2010). This thesis is rooted in the strategy literature and environmental scanning
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literature, aiming to understand the practice and identify interrelationships. In its essence, action
research is considered as “emergent and iterative” (Saunders et al., 2016, p. 183), actively
aiming to influence the research environment studied by the deliberate introduction of an
element of change that would otherwise be absent (Greenword & Lewin, 1998). This approach
has been disqualified, as it would not serve the explorative nature of this research and limit the
research to a specific context missing the variety of different SME organisations and their
practice towards strategic planning and environmental scanning.
Case study research aims to respond to How and What research questions, as well as its
application for exploratory studies, and allows rich observations of very few or single cases
(Yin, 2014). This approach is suitable when it is important to explore something with utmost
depth by involving a multitude of stakeholders related to the unit of analysis chosen. Case study
research would be more suitable in the large enterprise context, as there could be dozens of
participants, all with different roles involved in various ways in the strategy process. However,
in SMEs, the number of participants involved in the strategy process is rather limited. Given
the size of SMEs and the rather vague and informal process of strategic planning in SMEs,
especially organisations with a small number of employees and organisational settings, the case
study research would not bring additional insights. The limitations of case study research would
be that only a limited number of organisations would be investigated. Furthermore, access to
strategy relevant documentation, data or even the participation in strategy meetings was
considered as a practical problem as these meetings are not as regular and explicit as in LEs as
well as SME executives are inclined to keep sensitive data for themselves or only to a limited
circle (Wang et al., 2007). The author considers a case study research as a consequence of this
thesis for further research.
To sum up, the selection of a qualitative survey study with a semi-structured in-depth interview
as a research strategy is consistent and coherent with the philosophical stance of the authors
and matches the research purpose. In the next section, the research design is described,
including the coding and analysis approach.
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Research design
In this section, the research design is presented, including detailed information about the data
collection, interviews, and saturation. The purpose is to set the scene for the analysis,
interpretation and discussion of the research findings.
Data collection method
As described above, the data collection method chosen for this thesis is in-depth interviews
with a semi-structured questionnaire.
Interviews are a tool flexible enough to favouring adaptation to each context, organization and
individual, and also to pursuing unexpected paths and cues suggested by the theoretical
sensitivity developed by the researcher throughout the research process (Beck et al., 2011;
Easterby-Smith et al., 2008). The semi-structured interviews have been chosen as the aim is to
explore how SME executives perform strategic planning and environmental scanning, which is
often related in literature as less formal and vague (Stonehouse and Pemberton, 2002; Wang et
al., 2007). Behavioural aspects are a crucial part of the research to better understand the
motivation, actions and attitudes towards strategy and environmental scanning. Against this
background, semi-structured interviews provide the best suitable method, as it allows an ‘open
guided interview’ style, which still offers the possibility for the researcher to ask additional
questions, or for the respondent to provide additional information respectively insights on the
process (Easterby-Smith et al., 2008, pp. 143–144).
The adopted data collection method provided the possibility to anticipate abductive reasoning,
which is in line with the philosophical stance of this research: (1) deduction through inferring
the applied framework from the literature, and (2) to identify new or different aspects and
transferring with inductive reasoning the single respondents to the wider population of German
SMEs. This possible interplay of theory and practice, known and unknown, has been considered
in the development of the interview guide. Highly structured interviews would narrow the data
collection to the intent of the researcher, providing no flexibility for the respondent to add
additional insights apart from the presuppositions of the researcher. Unstructured interviews
have been disqualified, as the author of this thesis aims to refer back to the key aspects gained
from the literature, such as attributes of SMEs and executives, formal or informal processes in
strategic planning and environmental scanning.
In total, eleven interviews were undertaken between June 2016 and August 2019. The
interviews have been conducted on a one-to-one basis between the interviewer (the author of
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this thesis) and the interviewee (SME executive/peers). Ten interviews were undertaken with
SME executives totalling 649 minutes of interview time, with an average interview time of 59
minutes. The interview time, which was initially communicated to the interviewees during the
interview inquiry, was 60 minutes. To obtain an additional view on the strategy, a senior SME
management consultant was interviewed with an adjusted interview guide. The aim was to get
an additional independent view on the strategic planning practice of SMEs and executives.
Respondents

Owner/manager or
employed executive

Size of the organisation
(no. of employees)

Interview time
in minutes

Interview
type

R1

Owner/manager

480

74

Personal

R2

Employed executive

220

55

Phone

R3

Employed executive

220

64

Personal

R4

Owner/manager

110

43

Personal

R5

Owner/manager

50

64

Personal

R6

Employed executive

400

60

Personal

R7

Owner/manager

40

51

Personal

R8

Owner/manager

400

76

Personal

R9

Owner/manager

300

59

Phone

R10

Employed executive

50

46

Personal

Figure 20 Interviews undertaken with SME executives

Personal interviews were preferred. However, due to time restrictions or travel, some interviews
have been carried out by phone. An audio recording was not appreciated by the respondents,
which is why the answers were noted by the author during the interview (c.f. Easterby-Smith et
al., 2008, p. 150). For the purpose of validation, transcripts have been sent immediately after
the interview to the respondents which later had the opportunity to make adjustments or
corrections. In some cases, the transcript was revised in order to avoid any sensitive strategic
information which could be relevant to competitors or clients; this included products produced
or any brand or tradename of the organisation. This carefulness towards company-related
information was explained by the unique market and product proposition, a limited number of
competitors in a niche market, or general inhibiting to share strategy related information with
externals (Easterby-Smith et al., 2008, p. 145).

Target group and enlistment of interview partners
The target group of this research are individuals in SMEs in Germany who play an important
role within the strategy process or the business environment analysis. Due to the inherent
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characteristics of SMEs by size, the focal role of the entrepreneur/executive and organisational
resources is to interview the owner or senior executives or relevant senior managers close to
the executive/board level. This group is expected to have a wide breadth of knowledge of all
the organizations’ functions, activities and operating environment (Kourteli, 2000; Wang et al.,
2007). The departments or functions of choice have been board and executive levels, as they
are expected to have an important role within the strategy process. The enlistment of interview
partners followed a sequential process. Multiple strategies were applied to gain access to the
respondents. At the first stage, SMEs which fit the definition of the IfM has been identified by
the database of the regional chamber of commerce of Rhine-Neckar. Then the organisations
were contacted via an email inquiry which included a cover letter with information about the
research aim and research questions, as well as the requested time commitments. The mail
addresses have been obtained by web-search on the company homepages. As the email address
of the executive were not disclosed publicly, the general contact mail of the organisation has
been used as the initial recipient. A follow-up call was made by the author of this thesis to
confirm receipt of the mail and/or to adjust the contact data if needed. Considering the possible
inhibition to share sensitive data related to corporate strategy, the anonymity of interviews and
results have been highlighted in the cover letter. The correspondence was in German, related
documents, i.e. the consent form for the research ethics, had to be translated into German. After
a positive response from the SME organisation to participate in the interview, the author of this
thesis initiated the organisation of interviews respective to date and type, whether on-site or by
phone. In the next step, the consent form and the questionnaire were sent in advance of the
interview. An additional strategy to enlist interviews was activated from the personal and
professional network of the researcher, which followed the same sequential process as for the
mailings.

Figure 21 Enlistment of interview partners during July 2016 - August 2019

Rejection to inquiries have been briefly analysed, and possible adjustments in the process or
content of mailings have been made. As a result of the experiences made during the acquisition
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process, a one-pager summarising this research project has been deployed and sent as an
attachment in the initial mailing to provide a better illustration of the research project. Once an
interview had been accomplished, interviewees were asked about possible contact persons in
their network who might volunteer to participate.
Interview guide
Interviews are widely a broadly applied data collection method in qualitative research. The aim
of an interview guide is to provide a frame for the interviewer and to address pre-formulated
questions to the respondent. The interview guide shall provide openness for additional ideas or
insights but also verify findings from the literature and empirical research. With a semistructured interview guide, this thesis also aims to explore new aspects beyond what has been
anticipated through the interview questions. The interview guideline adopted in this thesis
guides the researcher and the respondent based on the model derived from chapter 2, which is
diverted into two main parts (1) the SME strategic planning and (2) the business environment
context. The development of the interview guide followed and evolved from the literature and
the research strategy adopted in this thesis after the definition of the key research questions and
review of the literature (Bryman and Bell, 2015). The interview guide was piloted in an
exemplary interviewee with an SME executive. The purpose of the pilot interview and the later
modifications was to get a better understanding of the interviewees' world view and ‘reality’
and to obtain an entry with a prepared and qualitative set of questions (c.f. Bryman and Bell,
2015, p. 488; c.f. Easterby-Smith et al., 2008, p. 145).
Important implications from the pilot interview have been: (1) A priori introduction of the key
terms used during the questionnaires: Explanation of the term strategic planning and
environmental scanning and its understanding in literature and the context of this thesis, (2)
The target group consisted of SME executives in Germany, predominantly from the South of
Germany, with a certain cultural imprint and jargon. Modifications were made in entry to the
interviews, the order of questions, use of German words and avoid special anglicism jargon of
strategic management. The development of the interview guide is summarized in Figure 22
below:
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Figure 22 Interview guideline development process (based on Bryman & Bell, 2015)

The questions have been formulated based on the literature outcomes. With a semi-structured
approach, the researcher can handle questions selectively and vary during the interview
(Bryman and Bell, 2015; Easterby-Smith et al., 2008). A critical topic, which also has been
highlighted in the literature review chapter, is the avoidance of bias due to the possible
overconfidence of the SME executives (Bakr et al., 2001; Vermeulen and Curşeu, 2008). The
formulated questions were interlinked to each other and included an implicit control function
to validate responses. The interview questionnaire derived from the literature is presented. For
the development of the guide, the related elements of the adopted strategy-as-practice approach
have been considered and outlined in the tables below.
No.
1
2
3
4
5
6
7

Part I: Questions on the SME strategy mechanism
What is the purpose of strategic planning?
What is the time horizon for your strategic planning? And why?
How is your strategic planning process defined?
Who is involved and how in the strategic planning process?
Do you involve 3rd party in your strategy development process? If yes, how and why?
How is the strategic planning process initiated?
What are the crucial success factors for your strategic planning process?
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No. Part II: Questions on the business environment context:
1
How is your environmental scan configured?
2
What is the role of the environmental scan in the strategy development process?
How do you use the results of the environmental scan in your strategy development
3
process?
How do you assess the environmental drivers of your business? How do you monitor
4
them?
5
What is the source of information?
6
How do you keep yourself up to date? Is market information organized?
Do you use any approaches or strategy toolkits for your environmental scan, if yes,
7
which are, they?
8
How many resources have you assigned to this process?
Do you have any external support, if yes, how do they contribute to your
9
environmental scan?
10 What do you analyse, how do you set the scope for the environmental scanning?
11 Do you know any barriers to conduct a more effective environmental scan?
12 What challenges do you face during your environmental scan?
No. Part III: Questions on past experiences
1
What configuration would you like to have for your environmental scanning?
Are any events you regret or consider as a success of performing environmental
2
scanning?
The interviews were conducted in German. Interview reports were deployed in German directly
after the meeting, as recommended by Gläser and Laudel (2010). In some cases, interviewees
asked for a final review of interviews and made modifications to their statements related to
trademarks or other sensitive data, which could reveal their own competitive position. The
interview transcripts have been translated by the author of this thesis into English before the
interview analysis and upload to NVivo software.
Sample size and saturation
The literature addresses the obstacles related to sampling and representativeness in quality
research and highlights its importance towards the credibility of research findings (EasterbySmith et al., 2008; Flick, 2018; Marshall et al., 2015; Robinson, 2013; Taherdoost, 2016). This
research adopts purposive sampling, which includes instances in the sample that match a
predefined profile (Easterby-Smith et al., 2008; Flick, 2018; Robinson, 2013). The author of
this thesis also activated his personal and professional network to acquire additional
respondents for the interviews. The research unit was defined at the beginning of this research
being ‘industrial SMEs in Germany’. This includes inclusion and exclusion criteria, which
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creates a homogeneity of the target population to ‘increases the coherence, transparency,
impact and trustworthiness of the research undertaken’ (Robinson, 2013, p. 25). This sampling
method is adequate for this study as the research aim is of exploratory nature with a semistructured in-depth interview study design (Flick, 2018). The sample universe is industrial
SME’s in Germany with the definition of the IfM (2015), providing an extended definition of
the Recommendation 2003/361/EC (2015). The reason for this choice has been reflected in
detail in section 2.3.2. According to a census made in 2017, the IfM classified about 3,46 million
companies as SMEs. The definition includes all types of SMEs organisation independent of
ownership, management, industry segment, or services provided. In addition, also practical
consideration has been influential in the selection of criteria. The federal states of Baden
Württemberg, Rhineland-Pfalz and Hessen have been chosen due to the proximity to the
researcher to simplify interview scheduling and reach. SMEs not headquartered in Germany or
in these federal states were excluded. The location of the headquarter and the strategic direction
is closely linked; consequently, any subsidy or branch was excluded, as they have been
considered as an agent to implement strategies rather than developing them. The SME industry
segment was considered as a further criterion. Any organisation in manufacturing, consumer
goods, food and beverages, automotive, and pharmaceutical have been included, whereas
consultancy, telecommunication, banking and finance, IT and software have been excluded.
This selection was undertaken to ensure homogeneity in the way how markets and supply chains
are viewed and company processes are deployed. The author assumed that the way how strategy
and environmental scanning is performed differs from organisations with a physical
manufacturing or finishing process compared to organisations with a rather service-oriented
business. The question of how many interviews are enough is an ongoing debate in academia
(Flick, 2018; Galvin, 2015; Guest et al., 2006; Marshall et al., 2015). Different
recommendations are made associated with the number of interviews to reach saturation.
Recommendations range from six interviews (Guest et al., 2006) or to 10 to 13 (Francis et al.,
2010). Guest et al. (2006) found out that after six interviews, 80% of codes could be achieved,
and with 12 interviews, 90%.
The range of recommended interviews has been considered in the early research planning for
this thesis, targeting eight interviews following the recommendation of Francis et al. (2010).
Considering the saturation criterion, ten participants had to be identified and interviewed. After
ten interviews, the development of the code structure was analysed. The code development and
the development of saturation are presented in Figure 23 below.
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Figure 23 Code structure development and saturation (illustration based on Pioch (2017))

The additional interviews (Int 9 & Int 10) did not produce additional insights and were without
any significant change in general statements. With that, the criterion of data saturation was
fulfilled.
Data analysis and interpretation
After the accomplishment of the interviews, the interview transcripts have been analysed and
interpreted. Coding is defined as the procedure of fragmenting and classifying text to form
explanations and comprehensive themes in the data (Creswell, 2015; Creswell et al., 2007). The
content analysis approach has been identified as most suitable for the purpose of this thesis after
different approaches have been examined (Auerbach and Silverstein, 2003; Hsieh and Shannon,
2005; Miles et al., 2019; Saldaña, 2013). To ensure research quality and academic rigour of this
research, the transparency of the coding process will be presented in more detail following the
recommendations of (Easterby-Smith et al., 2015), who suggested seven steps (see Figure 24).

1. Familiarization

2. Reflection

3. Open
Coding

4. Conceptualization

5. Re-coding

6. Linking

7. Reavulation

Figure 24 Coding process by Easterby-Smith et al. (2015)

The recommended seven-step of the content analysis by Easterby-Smith et al. (2015) are
described below:
1. Familiarization – the author of this thesis has re-read all the transcripts, each separately
and later all together, adding field notes where available. The purpose of the stage was
to get familiar with the data for the later reflection.
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2. Reflection – the author of this thesis took a step back to read and reflect on the data
against the context of this thesis which are the research aim, research questions and the
outcomes from literature. Additional notes were made, i.e. where similarities or
differences compared against the literature could be identified.
3. Open-coding – the transcripts have been reread within NVivo, and open coding was
applied, taking the previous notes and insights into consideration.
4. Conceptualization – the author of this thesis reviewed the codes to identify categories.
5. Re-coding – the identified categories and codes were again reviewed, overlaps or
redundancies have been eliminated, and a code (category), as well as a sub-code
structure, have been established. The result of this stage is presented below in Table 4.
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No.

Codes

1

The strategic planning

2

Participants in strategic planning

3

Resources for strategic planning

4

The influence of ownership in strategic
decision making

5

Applied strategy tools

6

Communication about strategic content
External influences affecting SME
strategy
SME executives’ characteristics,
managerial attitudes and self-conception
SME executive’s perception of the
business environment

7
8
9

No.
1.1
1.2
1.3
1.4
1.5
1.6
2.1
3.1
3.2
3.3
4.1
4.2
4.3
5.1
6.1
6.2
6.3
6.4
7.1
7.2
8.1
8.2
9.1

10

The environmental scanning

10.1
10.2
10.3

11

Information sources and managing
information

10.4
11.1
11.2

Sub-codes
Aim and scope of strategic planning
Time horizons
The formality of the strategic planning process
The strategic analysis
The implementation of strategic planning
The strategy review
Participants in strategic planning
Involvement of SME executive
Organisational resources
Resources of external consultants for strategic
planning
The influence of family as owner
Owners-managers
Shareholders and advisory board
Applied strategy tools
Communication within the executive team
Communication with the advisory board
Communication to employees
Communication to shareholders
The influence of customer
The influence of competition
Managerial attitudes of SME executives
SME executive’s self-conception
SME executive’s perception of the business
environment
Scope of environmental scanning
The formality of the process
Participants and resources for the environmental
scanning process
Use of environmental scanning information
Information sources and searching modes
Managing information

Table 4 Final code and sub-code set

6. Linking – at this stage, a more holistic view of the codes could have been established
by grouping the code and sub-codes to themes in order to respond to the research
questions. The four themes result from the literature review (see section 2.5) which are:
A: Business environment: This theme aims to understand the influence of the business
environment on the way how the environment is scanned and strategic planning is
performed. The purpose is also to understand which elements of the business
environment are considered and perceived by the SME executive as part of their strategy
development.
B) Environmental scanning: This theme takes into account how the SME executive and
the organisation scans the environment, what sources are used, and how the relevant
information is processed into the strategic planning process.
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C) Strategic planning: The purpose of this theme is to create a holistic understanding of
how strategic planning in SMEs are configured, who is involved, the role of the SME
executive and the outcomes of this task. Furthermore, this theme includes the overall
strategic decision making, the use of strategy tools and the application of formal or
informal processes.
D) SME specifics: The purpose of this theme is to shed light on the SME specifics
related to environmental scanning and strategic planning, including the influence of the
inherent characteristics of SME organisations, SME executive specifics and the role of
ownership during both tasks.
7. Re-evaluation – the key categories and themes were re-evaluated for consistency with
the research objectives.
The most significant statements were extracted manually from NVivo into Excel tables and
later used in chapter 4. Measured by the number of the respondents, the most relevant codes are
“Participants in strategic planning”, “organisational resources for strategic planning, and
“information sources”.
No

Sub-codes

2.1
3.2
11.1
1.2
1.3
3.1
6.1
7.1
3.3
10.1

Participants in strategic planning
Organisational resources for strategic planning
Information sources
Time horizons
The formality of the strategic planning process
Resources of executives in strategic planning
Communication within the executive team
The customer's influence on strategy
Resources of external consultants in strategic planning
Scope of environmental scanning

No. of
respondents
10
10
10
9
9
9
9
8
8
8

Table 5 Codes with the highest ranking of interview partner responses

The relevant quotations from the codes are presented in tables, in which the statements of the
interview partners are listed. The responses from different interview partners were compared to
identify similarities and differences. The tables included only the interview partner with a
statement, interview partners without response have been excluded in the table. An example of
the interview partner statements used in the finding’s derivation process is presented in Table
6.
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10.1

Information sources and searching modes

R1

Respondents

R2
R3

R4
R5
R6

We inform ourselves through media, newspapers, symposia, conferences, our network and
customer or suppliers. My brother or I am regularly visiting an annual symposium held for the
automotive industry. The key OEM’s and their executives are presenting their strategy and future.
Megatrends, the future of mobility and the future of the car is being presented.
We source our information from the network of our Group is providing us, from colleagues in the
functional departments, events such as trade fairs, conferences.
As we are niche, there is no comprehensive data available which answer our requirements. That’s
why we gather from multiple sources data to get a holistic picture of our markets, customers and
general industry development. Sources are chamber of commerce; industry associations close to
our business.
I am visiting trade fairs, reading if I have the opportunity journals from the consumer goods
industry. But the most important source is going to the supermarkets, watching TV to check the
advertisements but also to visit customers.
I inform myself of special industry journals, employees such as my department leaders, or from
time to time when I have the opportunity to go to trade fairs.
The sources for our information are industry databases which we use for our segment strategies.
However, it is important to evaluate the costs and benefits of these sources. We get information
from GfK, Pharmacies, and market experts to check the technologies and special requirements of
our customers
Table 6 Example table for findings presentation

Approach for the discussion
In chapter 5, the results from the empirical study in chapter 4 are compared and discussed
towards similarities and differences. The discussion is undertaken around the four themes,
which has been a result of the literature review and provided the overarching category for the
codes and sub-codes in chapter 4. The approach is presented in Figure 25 below.

Figure 25 Approach for the discussion

Research quality
Research quality is generally measured through reliability and validity. Scholars highlight that
these measures originate from a quantitative paradigm, especially in regard to validity new
criteria to measure quality are suggested (Flick, 2018; Guba and Lincoln, 1994; Whittemore et
al., 2001). Qualitative researchers stress the difficulty of establishing validity criteria in
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qualitative research because of the necessity to incorporate rigour and subjectivity as well as
creativity into the scientific process (Poplawska, 2014). As this thesis adopts a qualitative
research paradigm, the criteria of Guba and Lincoln (1994) will be taken into consideration,
who have adapted the set of criteria for assessing research quality, especially in the qualitative
paradigm. Reliability is concerned with the question of whether the results of a study are
repeatable and whether or not the measures that are devised for concepts are consistent (Bryman
and Bell, 2015, p. 49). Validity is concerned with the integrity of the conclusions that are
generated from a piece of research (Bryman and Bell, 2015, p. 50).
According to Guba and Lincoln (1994), an altered view of the terminology of validity in the
context of qualitative research is required. Validity ensures that applied instruments or
procedures measure what they are intended to measure (Easterby-Smith et al., 2008). The
challenge Guba and Lincoln (1994) highlight is that measuring is rather difficult in the
qualitative paradigm because of the embedment of the researcher into the research subject.
Thus, Guba and Lincoln (1994) suggest rather emphasise ‘trustworthiness’, which is associated
with credibility and transferability. Each of the criteria set by Guba and Lincoln will be
investigated in the context of this research. Credibility is associated with the ‘truth’ of the
findings or whether the research has understood the research object in context. Scholars argue
to validate the research outcomes with a triangulation approach in order to validate whether the
research has captured the research outcomes. In demonstrating the quality of qualitative data,
it is not uncommon to demonstrate ‘triangulation’ of various data sources, thus providing results
from different angles (Miles and Huberman, 1994). This Triangulation was employed in this
study to contribute towards the increase in the credibility of findings by supporting the argument
with the data collected from multiple sources (Davies, 2001). To ensure credibility, the
researcher has conducted a workshop with a focus group of six senior executives of German
SMEs. Both means have been used in order to ensure the validity of the interview findings. The
adoption of triangulation also helps to ensure confirmability, which is an associated extent to
which the findings of a study are shaped by the respondents and not researcher bias or interest.
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Stage in the research process

Prior to the empirical stage

Empirical stage

Empirical stage

Interview analysis

Interview analysis

Implications on
the research strategy

Method & purpose

Pilot interview with an executive of an
SME to ensure proper questionnaire and
interview process
Expert interview with a senior manager
of German trustee banks responsible as a
receiver of strategic plans for SMEs
investments  Validate first interview
results.
SME executive workshop to validate the
interview results
SME management consultant to validate
the interview findings
Review of coding by two researchers in
management studies

Adaption of the questionnaire and
set of questions.
Overall confirmation on the SME
executive characteristics, practices,
and outcomes of strategic planning.
Adaption of the questionnaire in
regard to the formality of strategic
planning.
Overall confirmation on the
outcomes of interviews, new
insights to interpret the interview
data.
Overall
confirmation
and
background information about the
SME executive characteristics and
the strategic planning practices.
The majority of coding have been
confirmed, differences discussed
and included into consideration for
the interpretation of the results in
the interview analysis chapter.

Table 7 Research quality in the research process

The transferability of the findings of this research can be, as stated in section 3.5.4 is limited to
the specific context of this research, which is the German SMEs. Based on the purposive and
the adoption of inclusion and exclusion criteria, the aim of this research was to create a
homogenous group of individuals.
Reliability is a measure of the consistency of an instrument across similar scale items (Kayes,
2005; Atteslander, 2011; Raithel, 2008). According to Babbie (2004, p. 309), qualitative studies
“generally have more validity but less reliability” than in qualitative research. Reliability is
rather of an objective nature, which is not the main concern in an interpretivist position (HavarSimonovich, 2012) that underlies this thesis with the assumption of a subjective world.
Subjectivity is explicitly recognised in various stages of the undertaken research process:
•

Typically, in semi-structured interviews, the content and findings are influenced by the
interaction between the interviewer and the interviewee.

•

The analysis of the interviews after transcription and the extraction of relevant content
was likely influenced by the subjective choices of the researcher.

•

Finally, the coding and, consequently, the analysis of the extracted content of the
interviews were done with an open coding approach and, accordingly, a creative
process.
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Nevertheless, several applied research elements worked in the direction of reliability. For
example, the questions for the interview guide were primarily derived from the results of the
literature review. In addition, ten interviews were undertaken, although coding stabilised after
seven interviews. Finally, the explicit documentation of the research process should enable the
emulation of the undertaken research with equivalent research results.

Research ethics
Ethical aspects are of major concern in this study due to the sensitivity of an organisation’s
strategy and decision-making process. Consequently, the research has to comply with the
university ethical process and rules available on the web page of the University of Portsmouth 1.
Prior to the research phase, the author has requested ethical approval by the ethical committee
of the Portsmouth Business School. The approval by the ethical committee has been granted
after the first application by the author of this thesis with reference to the no. 391. Relevant
changes on the empirical research design of this study have been sent to the ethical committee,
i.e., an additional interview with senior consultant for SMEs and the focus group with six SME
executives as part of the validation of this research. After the successful application, the author
of this thesis has prepared the document folder, including a cover letter, consent form,
questionnaire, and a one-pager with relevant information about the research project. In the first
contacting phase, the potential interviewee received an initial email with the one-pager and the
questionnaire in the attachment containing the purpose of study, involvement and role of
interviewee and research process. The email and the one-pager contained explicit information
about consent, privacy, anonymity, confidentiality and transparency about the research process
(Easterby-Smith et al., 2008, p. 134). Once contact was established via email or phone call, the
author of this thesis highlighted the importance of consent, confidentiality, and anonymity. In
addition, they have informed about the expected duration of the interview (between 45 – 60
minutes) and if asked for more detailed information about the research background and the
interview questions. The contact phase had been accomplished after the date and location has
been arranged. The researcher aimed to meet the time and location preferences of the
interviewees in order to arrange a face-to-face interview. Due to time restrictions of
interviewees, one interview was undertaken by phone and another via skype business. Prior to
the interviews, the interviewee was informed about the ethical aspects of this research and the
importance of consent. The consent form was read through with the interview after the

1

http://www.port.ac.uk/accesstoinformation/policies/humanresources/filetodownload,88682,en.pdf

77

interviewee had given explicit consent with signing the consent form, which included:
voluntarily participation, measure to ensure confidentiality and anonymity of the data, and the
possibility to withdraw from participation and use of given information at any time. The first
three interviews have given consent to document the responses but not to record the interview
with an audio device. Confidentiality about possible sensitive strategic information and control
about the spoken word was given as a reason for this decision. The author has decided to
continue the following interview a priori without the audio recorder device. In addition,
interview reports have been immediately sent to the interviewees after the interview for content
check and additional approval. In some cases, interviewees asked for additional anonymity
related to market and product information. All records and transcriptions will be retained in an
inaccessible drive or safe of the author for ten years.

Chapter summary
This thesis is a qualitative study adopting an interpretivist position. The qualitative data
collection was performed with in-depth semi-structured interviews with ten German SME
executives. An abductive reasoning approach was adopted to iterate between the outcomes of
the literature review and the empirical research. Qualitative in-depth interviews suit the
research question than the other alternative choices of research methods. The individuals
enlisted for the interviews have been purposively sampled, being SME executives of Germanheadquartered industrial organisations complying with the definition of the IfM. Access to
interviewees was achieved by contacting the organisation and the professional network of the
author of this thesis. The executives' group includes employed executives or owner/managers
with influential roles in the organisation and the overall strategy process. With purposive
sampling, homogeneity was further achieved through the application of inclusion and exclusion
criteria to create homogeneity on a small sample size. Validity is achieved through a focus
group with six German SME executives. The interview transcripts have been analysed with the
NVivo software. Open coding was applied with the creation of sub-codes which have later in
the process re-structured. The entire study complies with the ethical standards and process rules
put forward by the University of Portsmouth. The interviews were performed and transcribed
in German language and translated into English. Content analysis was performed in an openly
coded, inductive way, influenced by an initial coding informed by the literature review. The
following chapter shows the findings from the executed research design.
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4

In-depth interview findings and analysis
Introduction

This chapter presents the results of the in-depth interviews with executives from German
industrial SMEs. In total, eleven main codes emerged from the interview transcripts. The chosen
interview extracts are presented in tables, and interview partners were assigned as respondent
ID (“Rn”). The interview extracts in the tables and citations within the text are representative of
most of the respondents or explain the spread of views on a particular topic. Before delving into
the interview results, an overview of the main-code and sub-code structures as well as of further
characteristics of the respondents and the organisations they represent is provided. The maincode and sub-code structures that emerged from the analysis are presented below in Table 8.
No.

Codes

1

Strategic planning process

2

Participants in strategic planning

3

Resources for strategic planning

4

Influence of ownership in strategic
decision making

5

Applied strategy tools

6

Communication about strategic
content

7
8
9

External influences affecting SME
strategy
SME executives’ characteristics,
managerial attitudes and selfconception
SME executive’s perception of the
business environment

No.
1.1
1.2
1.3
1.4
1.5
1.6
2.1
3.1
3.2
3.3
4.1
4.2
4.3
5
6.1
6.2
6.3
6.4
7.1
7.2
8.1
8.2
9.1

10

Environmental scanning

10.1
10.2
10.3

11

Information sources and managing
information

10.4
11.1
11.2

Sub-codes
Nature and scope of strategic planning
Time horizons
Formality of the strategic planning process
Strategic analysis
Implementation of strategic planning
Strategy review
Participants in strategic planning
Involvement of SME executive
Organisational resources
Role of external consultants in strategic
planning
Influence of family as owner
Owners-managers
Shareholders and advisory board
Applied strategy tools
Communication within the executive team
Communication with the advisory board
Communication to employees
Communication to shareholders
Influence of customer
The influence of competition
Managerial attitudes of SME executives
SME executive’s conception about the
organisation
SME executive’s perception of the business
environment
Scope of environmental scanning
Formality of the process
Participants in, and resources for, the
environmental scanning process
Use of environmental scanning information
Information sources and searching modes
Managing information

Table 8 Interview findings: Final theme and code structure
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This chapter includes a general overview of the interviewees and their organisations. The maincode and sub-code structures, as well as the differences within the transcribed interviews, are
presented in sections 4.2 to 4.12.
The companies of the SME executives interviewed represent the entire range of the SME
definition adopted in this thesis, i.e., the organisations vary from 50 to 480 employees. All
SMEs are active in industrial manufacturing in a commercial business-to-business environment
in Germany. Respondent and company information is presented in Table 7 below.
Personal Information
Respondent
Executive
Role
ID
background

Company Information
No. of
employees

Type of business

Customer segments
Automotive, healthcare,
construction
Automotive, healthcare,
housing, electrical
engineering
Automotive, healthcare,
construction, electrical
engineering

R1

CEO

Owner/manager

480

Plastic components

R2

CEO

Employed

220

Metal and plastics
components

R3

CEO

Employed

270

Metal components

R4

CEO

Owner/manager

110

Food processing

R5

CEO

Owner/manager

50

Metal components

R6

CEO

Employed

400

Plastic components

R7

CEO

Owner/manager

78

Plastic components

R8

Board
member

Owner/manager

400

Consumer goods

Retail and distribution

R9

Executive

Owner/manager

300

Healthcare products

R10

Vice
president

Pharmacies, drugstores,
retail

Employed

50

Metal components

Plant engineering

Retail & distribution
Machinery and plant
engineering
Healthcare, retail,
consumer goods
Automotive, automation,
machinery engineering

Table 9 Interview findings: Overview respondents and SME characteristics

Findings from Interviews
Strategic planning process
The main code strategic planning process consists of six sub-codes; sub-code 1.1: Nature and
scope of strategic planning, which also includes the target setting process, sub-code 1.2: the
formality of the strategic planning process, which deals with rules, process descriptions or
documentations, sub-code 1.3: defined time horizon, for which the strategic planning is
deployed, sub-code 1.4: information about the strategic analysis, sub-code 1.5: information
about the implementation of strategic planning, and sub-code 1.6: strategy review.
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Nature and scope of strategic planning
Seven of ten respondents provided information about why they perform strategic planning and
what they consider to be part of their strategic planning (respondents R2, R3, R5, R7, R8, R9, and
R10). The target setting is considered among the respondents as an essential part of the strategic
planning process as all executives stated that they define targets in their strategic planning. The
approach to setting targets varies from a rather comprehensive approach, including the
organisation (respondents R2, R3, R7, R8 and R9) to individualistic approaches, in which the
executive takes a decision with limited influence of the organisation (respondent R5).
“The target setting process is a joint engagement of the relevant department (core
departments) and the heads. The input comes from the departments. We have defined some
KPI’s to measure our track record.” (R3)
“I am setting the targets in my mind and discuss views with my employees when needed to
validate my thoughts and how my targets could be implemented.” (R5)
The executives define the scope and purpose of the strategic planning process differently, from
a more comprehensive investigation of external and internal factors of the organisation, which
can include different aspects of their business (respondents R1, R2, R6, R7, R8 and R9), to
individual or flexible approaches more driven by business requirements (respondents R5 and
R10).
“We discuss topics such as future product portfolio, customer segments and possible
growth opportunities. We discuss views on technology trends and product innovations.”

(R7)
“The plan shall give guidance, but we aim at being not too rigid, it makes no sense to
stick to a plan when the client decides to delay the project start or to change the
construction design.”(R10)
The organisations with a more comprehensive approach include in their considerations
trends in innovation and technology (R6, R7, R9), product portfolio and product launches
(respondents R7 and R8), investment and financial plans (R6 and R9), customer segments
(R9), business pipelines (R10), the sales plan (R1), and the principle direction of the
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company (R6). A different perspective on strategy was expressed by R8, who stressed the
connection between family strategy and business strategy that is needed to ensure the
commitment of the family members to the business.
“We also develop a family strategy, in which only family members participate. We discuss
openly and directly the situation of each family member and include the personal attitudes of
each family member towards our company and business.” (R8)
Family is also considered when the executive team is set up, and a strategy is deployed. For R9,
the executive team reflected the family relationships and the allocation of responsibilities and
input during the strategic planning process.
ID
R2
R3
R5
R6
R7
R8

R9

R10

Nature and scope of strategic planning
This strategy includes an annual rolling revenue plan with sales per product.
The target setting process is a joint undertaking of the relevant department (core
departments) and the heads. The input comes from the departments. We defined some KPI’s
to measure our track record.
I set the targets in my mind and discuss views with my employees when needed to validate
my thoughts and how my targets could be implemented.
Once per month, we align with the shareholder on the principle direction of our company. It is
a family business. We present facts and figures about financial performance, and our
shareholder is very interested in technology and about future developments.
We discuss topics such as future product portfolio, customer segments and possible growth
opportunities. We discuss views on technology trends and product innovations.
We also develop a family strategy in which only family members participate. We discuss
openly and directly the situation of each family member and include the personal attitudes of
each family member towards our company and business.”
There are many topics we look into. Firstly, we check how we performed last year and check
numbers for our customer segments and products. We review sales quantities, pricing, the
efficiency of our marketing and sales, and we also look into our R&D pipeline and product
launches. My brother and I prepare an outlook of planned investments, product launches,
trends and developments in the market, and we try to find our path for the company. Usually,
a set of actions are defined, which we later track during the year.
The plan shall give guidance, but we aim to be not too rigid; it makes no sense to stick to a
plan when the client decides to delay the project start or to change the construction design.
Table 10 Aim and scope of the strategic planning process

Time horizons in strategic planning
Except for respondent R5, all executives specified the time horizons for their strategic planning.
However, the planning horizon varied from biannual (respondent R8), one year (respondents R4
and R10), two to three years (respondent R9), four to five years (respondents R2, R3, R6 and R7)
and even ten years (respondent R1). The respondents also mentioned perceived shortcomings
of their chosen time horizons:
“The strategic planning horizon is five years. But five years are not enough to include the
possible trends in the industry, such as e-mobility. It is important to put things on track ahead
which includes the R&D initiatives. Even it is risky; it is now the time to anticipate.” (R2)
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The respondents differentiated further between “short-term” and “mid-term”. The short-term
horizon is considered as a mix of day to day business topics and strategic discussions
(Respondent R7), which are a rather loose exchange between the executive and the leadership
team that is not documented. The mid-term horizon is considered by respondent R3 to be part
of a longer-term strategy, with a one-year period. Due to the trends in technology and the
uncertainty about the future development that accompanies these trends, respondent R2 raised
concerns about how to reflect changes in the company’s long-term strategic plan for a five-year
period.
Respondent R1 differentiated planning horizons and their specific contents, with strategic
planning having a planning horizon of ten years, and finance and investments on the one hand
and innovation and R&D of five years.
ID
R1
R2

Respondents

R3
R4
R6
R7
R7
R8
R9
R10

Time horizons in strategic planning
Our strategic planning horizon is for ten years, finance and investments five years, innovation
and R&D for five years.
The strategic planning horizon is five years. But five years are not enough to include the
possible trends in the industry, such as e-mobility. Therefore, it is important to put things
ahead on track which consists of the R&D initiatives; even it is risky, it is now the time to
anticipate.
We have developed a 2020 strategy out of the workshop. Our mid-term planning is until 2017.
Once per year, we have a strategy review meeting in which we reflect on the whole year but
also discuss investments or new products or campaigns.
The horizon for our strategy is four to five years, which is today’s term from 2016 to 2020.
We differentiate between two types of strategies: Firstly, the short-term strategy with a oneyear horizon, which depends on operations and day-to-day developments in the market.
Especially on the customer side, the circumstance forces us to react or build alternatives. And
secondly, the long-term horizon with a five years focus.
We only document the five years’ strategy in meeting protocols.
Apart from our bi-annual strategy, we do not develop another strategy. This means we do not
have a long-term strategy.
We aim to plan for one year. Our overall company strategy is deployed for a longer period,
and there we try to set two to three years.
We plan for a year.
Table 11 Interview findings: Time horizons in strategic planning

The formality of the strategic planning process
Four respondents reported that a strategic planning system was in place (respondents R2, R3,
R8, and R9). These systems were introduced through the initiative of the SME executives. The
purpose was to develop a more structured process with binding rules:
“I was pushing to have a more structured and transparent approach. In the past, my father
went on holiday and did his strategic planning and communicated only the outcome. When I
proposed the new approach to my father, I was surprised that he accepted to change the
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process and since then is the main sponsor who sets the dates and takes on an overall
coordinating role.” (R8)
“We have started to define a process together with a consultant. Clear standard operating
procedures are defined, and everybody has to comply with them. It is clearly described who
has to do what. I have been working on this now for a while, and I think we need to get more
structure into the process; of course, it will take time until the acceptance is there and they
are adopted.” (R9)
Concerns related to the introduction of strategic planning exist in regard to organisational size
(R1 and R3): the “strategy model or any model we are introducing and applying needs to be
suitable to our organization of 270 employees” and needs to meet the acceptance of the
organisation to adapt to the new approach (respondent R9). A contrary view to strategic
planning systems and organisational setup was expressed by respondent R1. The organisational
size and the characteristic of being “Mittelstand” are raised as arguments for not maintaining a
strategic planning system, as the SME executive considers strategic planning as a requirement
only in larger organisations. The organisations without a strategic planning system lack formal
procedures or rules and formalise or document their strategic planning tasks only selectively
(respondents R4 and R10). Respondents R5, and R7 follow a rather informal path of strategic
planning, in which strategic planning is closely intertwined with the daily operational tasks.
Strategic planning is considered as a platform to “exchange ideas when needed” or “to validate
my thoughts” (respondent R5) and is associated with a loose structure (respondent R7).
ID
R1
R2

Respondents

R3
R5
R7

R8

R9

The formality of the strategic planning process
We consider ourselves as Mittelstand, but we do not have the same structure as large
Mittelstand companies such as Würth or Trumpf. Thus, we do not have an academic or
methodological approach to strategy development or strategic planning.
Since I have been assigned as CEO, I have started to restructure and reorganize the whole
company. The strategy development is today different than it has been before my assignment.
The strategy model or any model we are introducing and applying shall fit our organization
with 270 employees.
I am setting the targets in my mind and exchange views with my employees when needed to
validate my thoughts and how my targets could be implemented.
We only document the five years’ strategy in meeting protocols. But it is not structured or
stored systematically.
I was pushing to have a more structured and transparent approach. In the past, my father
went on holiday and did his strategic planning and communicated only the outcome. When I
proposed the new approach to my father, I was surprised that he agreed to change the
process and since then is the main sponsor who sets the dates and takes on an overall
coordinating role.
We have started to define a process together with a consultant. Clear standard operating
procedures are defined, and everybody has to comply with them. It is clearly described who
has to do what. I have been working on this now for a while, and I think we need to get more
structure in the process; of course, it will take time until the acceptance is there and they are
adopted.
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R10

We discuss the current situation of our projects, related issues and project duration. Then we
assess together the project pipeline and the next milestones in the acquisition process, e.g.,
RFP process or quality of our relationship to the prospect. The owner has a clear idea of the
company's direction, and we discuss the impact on our business, resources and finance.
Table 12 The formality of the strategic planning process

Strategic analysis
Six of ten interview partners provided insights about their strategic analysis practice. The
primary focus of the SME executives in their strategic analyses is the market (R2, R3, R6, R9
and R10) and customers (R1, R6, and R10). Exceptions in the scope and depth of analysis are
“M&A” activities (R6). Two executives explicitly state the importance of proper analysis for
taking decisions (R6 and R9).
Three interview partners reported that strategic analysis was a regular task performed as part of
their daily business (respondents R6, R9, R10). The respondents expressed their concerns about
the limitations of organisational resources in regard to strategic analysis. (respondents R1 and
R2):
An analysis of a potential customer is a losing proposition. But we have to consider the
workload of our sales team and the limited time resources. Also, it is important to check if it
makes sense – customer development can be a tedious task. (R1)
The organization reaches its limits when I additional request strategic analysis about the
market or competitors. I do not have a specific resource assigned to this task. (R2)
ID
R1
R2

Respondents

R3

R6

R9
R10

Strategic analysis
An analysis of potential customers is a losing proposition. But we have to consider the
workload of our sales team and the limited time resources. Also, it is important to check if it
makes sense – customer development can be a tedious task
The organization reaches its limits when I additional request strategic analysis about the
market or competitors. I do not have a specific resource assigned to this task.
We perceive ourselves as a market-oriented organisation having a regular analysis of our
situation.
We are analysing what happens in our surrounding environment. We check how the pharma
industry is doing and whether there will be a further consolidation wave that would have an
impact on our business. Through M&A activities, there are many potential synergies in the
market. Further, we check the growth prospects and the strategies of our peers – customers,
end-consumers. We also check what competitors are doing and the developments in our
markets, such as consolidation movements, financial health. We check these developments
and derive our measures from them.
Without an understanding of the market environment, we are destined to fail in what we do.
For our strategy, market analysis has a primary priority in order to make effective and efficient
decisions.
It is part of our strategic planning when we evaluate market conditions, client projects and
future prospects.
Table 13 Interview findings: strategic analysis
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Implementation of strategic planning
The sub-code “implementation of strategic planning” was not part of an explicitly asked
question and emerged from the interviews. Three SME executives gave a statement on
implementation highlighting its importance as a success factor for strategic planning or the
company’s overall success (respondents R3 and R8). However, respondent R3 stressed that due
to the lack of resources of his employees, the implementation could not be executed with the
necessary “consequence”.
In the implementation, we are not consequent enough. The major reason for this lack is that
our employees are fully engaged with their operational duties and responsibilities. (R3)
Regarding the implementation, all respondents reported that they tracked the measures which
they defined in the strategic planning process (respondents R3, R8, and R9). Strategic plans are
broken down into measures that later are assigned to departments or employees (Respondent
R3, R8 and R9). Different understandings exist on how and when to follow up on the progress of
agreed-upon measures. All three respondents stated that the actions or measures derived from
the strategy are part of a regular executive or board meeting, varying from the monthly or biannual period.
ID

Respondents

R3

R3

R8
R8
R9

The strategic planning implementation
We do not lack knowledge or insights on what to do; it is that we lack implementing the targets
we have set. In the implementation, we are not consistent enough. The major reason for this
lack is that our employees are fully engaged with their operational duties and responsibilities.
We have to break down the strategy and objective into tangible measures for the
departments, heads and employees.
What is more important for us than strategic planning is its implementation! Identify the
success factors, clarity about the internal and external drivers, a critical look at risks in these
topics and of course, at your own position as a company in the market is inevitable for
success.
The executive then breaks the work down to his employees. The review of the working
packages is always on the [on the agenda of the] next strategy meeting, which takes place
after six months.
What is a success factor for strategic planning is a consequence in implementing what has
been agreed upon and sticking to the strategy cycle.
We document our decisions and derive actions in each board meeting
Table 14 Interview findings: strategic planning implementation

Strategy review
Six of ten executives confirmed that they regularly review their strategy with their executive
team or leadership team. The strategy review can occur separately on a monthly basis
(respondent R3), biannually (respondent R8), or annually (respondent R1, R4, and R9). The
primary goal of strategy reviews is to identify needed adjustments in the overall strategy and to
lay a foundation for decisions (R1, R3, R4, and R9). Five executives consider strategy review as
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an important part of their regular executive meetings, in which strategy is discussed as a
separate topic (R4, R8, and R9) or as part of the meeting agenda (R1 and R3). An exceptional
insight has been provided by respondent R6, who reported that the measures are agreed rather
on the operational level and are not tracked: “We do not have a regular tracking of the measures
we have agreed upon. The measures are taken more on the operational level – the day to day
business.” (R6). “
We trust the people that they follow up and complete their work packages as agreed.” (R8).
ID
R1

Respondents

R3
R4
R6
R8
R9
R10

The strategy review
The strategy review is one part of the agenda which is discussed among other agenda items.
In an annual meeting, the overall strategy is reviewed, and adjustments are made when
required.
Every four weeks, we come together with our executive team to review the track record and
to check if we still are on track or not. We also review the strategy map in a brief Q&A session
between me and the department heads in this meeting.
Once per year, we have a strategy review meeting in which we reflect on the whole year but
also discuss investments or new products or campaigns.
We do not have a regular tracking of the measurements we have agreed upon. The measures
are taken more on the operational level – the day to day business.
We trust the people that they follow up and complete their work packages as agreed. In our
bi-weekly jour fixes meeting, we sometimes discuss relevant strategy topics, but usually, we
separate between operational discussions and strategy.
We review the past year and identify where we have done well and where not so well to
understand what we need to do.
We review in our leadership meetings the protocol of the previous meeting and check whether
we have progressed as expected. There is no separate strategy review.
Table 15 Interview findings: Strategy review

Participants in the strategic planning process
All executives confirmed that the strategic planning process is a key task for the executive but
also requires a team to be performed.
“This extended executive team consists of ten participants: two owners, financial head,
production heads, technical heads, sales head, operations heads.” (R1)
“Me and my brother, we are the decision-makers. I am more responsible for the markets and
innovation, whereas my brother is responsible for the finances. We do coordinate with our
marketing and production head on the strategy.” (R4)
None of the SME organisations maintains a separate strategic planning unit or assigns roles for
the strategic planning task. However, the strategic planning process is often pursued within an
executive team (respondents R4, R5, R7, and R8) and involves leaders from the relevant
departments (respondents R1, R2, R3, R6, R9 and R10).
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The relevant departments deliver specific input from their areas of responsibility. The most
frequently mentioned departments are marketing and sales (respondents R1, R2, R4, and R9) and
finance and controlling (respondent R1, R3, R9, and R10). Other departments include production
and operations (respondents R1, R3, R5), R&D and quality (respondents R3 and R9), engineering
(respondent R10), and supply chain management (respondent R3).
ID
R1
R2
R3

Respondents

R4
R5
R6
R7
R8
R9
R10

Participants in the strategic planning process
This extended executive team consists of 10 persons: 2 owners, financial head, production
heads, technical heads, sales head, operations heads.
We have internal workshops for our leadership team, and we report on this topic to our
executive team.
We conduct strategic planning in the executive committee, which includes core departments
and the respective Business Unit heads. Core departments are Sales, R&D, Supply Chain,
Administration, Finance, Quality Management, Marketing, Production.
Me and my brother we are the decision-makers. I am more responsible for the markets and
innovation, whereas my brother is responsible for the financials. We do coordinate with our
marketing and production head on the strategy.
I do not employ any strategy department or strategic role, which support me in my decisionmaking. I am in exchange with my department leaders from production, engineering. I take
their advice and make the decision on my own.
The strategy development is done by our executive management team and the extended
leadership team. In total, six members, two executives, four from the extended leadership
team.
I align myself with the other executive managers (a total of four). I give the direction to the
other executive members.
We further have two executive managers, which is me, responsible for marketing, R&D and
supply chain and a non-family member who is responsible for sales. My father is responsible
for HR, operations, controlling, and finance.
The board, controlling, finance, marketing and sales, R&D. But actually, it is a process between
the board members and a colleague of controlling. We take the input from the heads of
departments; we discuss with them their suggestions. The decision is taken on the board.
We come together as a leadership team which consists of the owner and the CEO, head of
finance and me, who is responsible for overall project management and delivery.
Table 16 Interview findings: Participants in the strategic planning process

A summary of the participants in the strategic planning process in the different SME
organisations is summarised in Table 17 below.
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Table 17 Summary participants in strategic planning

Resources for strategic planning
The main-code “resources for strategic planning” was not part of an explicitly asked question
and emerged from the interviews with the SME executives. The main-code is grouped into three
sub-codes: sub-code 1.1. resources for strategic planning: executives, which is related to the
resources of the SME executives and the support of other executives in an executive team, subcode 1.2: organisational setup and support for the strategy task, and sub-code 1.3: the role of
external consultants in the strategic planning process.
Involvement of SME executive
All interviewed SME executives are involved in strategic planning. Four of the ten executives
stated that the strategy was an additional task apart from the daily operations or their other
responsibilities as an executive (respondents R1, R2, R4, and R7).
“I am responsible for three sites. For them, I develop scenarios about the product,
production, markets and further development of each site. The question is, what is
possible in view of my responsibilities and resources?” (R2)
Support is provided within the executive team (respondents R2 and R7) or the extended
executive team (respondents R1, R5, R6, R8, R9, and R10). Time and effort are spent on
preparing and organising strategy meetings or workshops, which can be supported by an
external consultant (respondents R8 and R9). Executives expressed the need to increase
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concentration on strategy by holding strategy workshops off-site, as they are concerned
that the rush of daily business could negatively impact the outcomes of such workshops
(respondents R6 and R8).
“We have off-site meetings, which account 10-15% of our time over the whole year. We do
not have enough time to meet due to our day-to-day business.” (R6)
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ID
R1
R2
R2

Respondents

R4
R5
R6
R6
R7
R8
R9
R10

Resources for strategic planning: executives

This extended executive team consists of 10 persons: 2 owners, financial head, production
head, technical head, sales head, operations head, technical head, production heads.
We have internal workshops for our leadership team, and we report on this topic to our
executive team.
I am responsible for three sites. For them, I develop scenarios about the product, production,
markets and further development of each site. The question is, what is possible in view of my
responsibilities and resources?
That means that apart from the company strategy, we have to act in our day-to-day operation
strategically, and we cannot afford to rest on our success.
I do not employ any strategy department or strategic role, which supports me in my decisionmaking. I am in exchange with my department leaders from production, engineering.
The strategy development is done by our executive management team and the extended
leadership team. In total, six members, two executives, four from the extended leadership
team.
We have off-site meetings, which account for 10-15% of our time over the whole year. We do
not have enough time to meet due to our day-to-day business.
All of my executive team gathers the relevant information on their own. We do not have a sales
and marketing department.
First, I present my marketing plan for sales. If possible, I try to consider their views and change
requests and develop a revised plan. Then I go to the executive team, and they review the
plan, and I later coordinate with the department leaders such as procurement and operations.
I have been working on this now for a while, and I think we need to get more structure in the
process. Of course, it will take time until the acceptance is there and they are adopted.
We come together as a leadership team that consists of the owner and the CEO, head of
finance and me, who is responsible for overall project management and delivery.
Table 18 Interview findings: Resources for strategic planning: executives

Organisational resources for strategic planning
None of the SME executives has a strategic planning unit or dedicated role assigned to the
strategic planning task. The strategic planning process is performed on top of the daily business
of the executives and the participating parts of the SME organisation, which has been reported
by three respondents (respondent R3, R5, and R6):
“The strategic planning process is an additional overhead for our organisation, considering
our size as Mittelstand.” (R3)
The strategy development is done by our executive management team and the extended
leadership team. (R6)
As discussed in section 4.3, the group of participants from an organisation can vary, drawing
on the executive team, an extended executive team and departments involved in the process due
to the input they can offer based on their function. The executives consider department heads
as a source of “advice” (R5) n the strategic planning task and as partners in “coordination” (R8).
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ID
R1
R4

Respondents

R5
R6
R7
R8
R9
R10

Organisational resources for strategic planning
This extended executive team consists of ten persons: two owners, financial head, production
head, technical head, sales head, operations head, technical head (hydromechanics),
production head (hydromechanics), head of the extrusion.
That means that as a part of the company strategy, we must act in our day-to-day operation
strategically, and we cannot afford to rest on our success.
I do not employ any strategy department or strategic role, which support me in my decision
making. I am in exchange with my department leaders from production, engineering. I take their
advice and make the decision on my own.
The strategy development is done by our executive management team and the extended
leadership team. In total, six members, two executives, four from the extended leadership team.
All members of my executive team are gathering the relevant information on their own. We do
not have a sales and marketing department.
First, I present my marketing plan for sales. If possible, I try to consider their views and change
requests and develop a revised plan. Then I go to the executive team, and they review the plan,
and I later coordinate with the department leaders such as procurement and operations.
We put lots of effort into sorting out our strategy and targets for the year. In the past, it was
rather simplistic, but after I had been in charge, we tried to change that. I am an advocate of
structure and doing things in a professional way.
We come together as a leadership team that consists of the owner and the CEO, head of
finance and me, who is responsible for overall project management and delivery.
Table 19 Interview findings: Organisational resources for strategic planning

Role of external consultants in strategic planning
Seven executives provided insights into the role and use of external consultants in the strategic
planning process. Five executives, and thus the majority of the seven respondents, reported a
positive attitude towards and experience with consultants (R1, R2, R6, R8, and R9). Consultants
are used to supporting or facilitating the strategic planning process with their expertise:
An external consultant would be useful to evaluate which segments or technology in the automotive
sector would make sense. Very specific to our business requirements. We engage consultants to check
and optimize each of our departments within a cycle of 3-5 years. An emotion-free evaluation of the
scenarios would be valuable. (R1)
We engage an external consultant to support the 3-day strategy workshop by structuring the meeting
and mediating where required. The outcome of the meeting is documented by an assistant to the
consultant. (R8)

SME executives that decided against the involvement of consultants claim negative experiences
in general working with consultants because of their wanting contribution to meeting specific
business needs (R7) or do not disclose the reasons for their decision (R3).
We do not work with consultants. I have had a bad experience in the past. […] I hired a
consultant to help us improve our business performance and market shares. He worked 4 – 6
weeks on the project, and he was often travelling, and we communicated only by email. His
recommendations were things we already knew or that were just not feasible in our business.
There was no value-added, but high costs.” (R7)
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ID

R1

Respondents

R2
R3
R6

R7

R8
R9

Resources for strategic planning: external consultants
An external consultant would be useful to evaluate which segments and technology in
automotive would make sense. Very specific to our business requirements. We engage
consultants to check and optimise each of our departments within a cycle of 3–5 years.
An emotion-free evaluation of the scenarios would be valuable, e.g., Shall we exit
medical devices, or shall we invest in setting up know-how and R&D for electrical
technology, or shall we go and acquire another company.
We have consultants in place to support us on the ground. We engaged a consultant in
the past to help us in developing business. It was successful for the projects we wanted
to win as the consultant had expertise in constructing the facilities and an excellent
network on the client's side. I can imagine that we could work with consultants in the
future in a similar setup.
We do not work with externals such as consultants.
We work with external consultants to get more insights into technology and innovation.
These consultants are from universities, labs and, in some cases, from special
consultancies with industry expertise and in-depth technical knowledge. However, this is
not on a large scale; we are just too small in our turnover for this type of engagement.
We do not work with consultants. I have had a bad experience in the past. On the advice
of my accountant, I have hired a consultant to help us improve our business performance
and market shares. He worked 4–6 weeks on the project, and he was often travelling,
and we communicated by email. His recommendations were things we knew already or
that were just not feasible in our business. There was no value-add but high costs.
We engage an external consultant to support the 3-day strategy workshop by structuring
the meeting and mediating where required—an assistant to the consultant documents
the outcome of the meeting.
I work with consultants. The current strategic planning approach is developed with a
consultant who also helps us to facilitate strategy workshops. He acts as a moderator,
and as he is experienced working with us and the business, he also does advisory.
Table 20 Interview findings: Resources for strategic planning: external consultants

The influence of ownership in strategic decision making
The main-code “influence of ownership in strategic decision making” emerged after the reorganisation of the codes from “role of ownership” and “strategic decision making”. The subcodes are 1.1 Influence of family, 1.2 Influence of owner-managers, and 1.3 Influence of
shareholders and advisory boards.
Influence of family
Family relationships were raised by four of ten SME executives. Keywords for the coding of
the influence of family have been, for example, “my brother and me” (Respondent R1) or “my
father is the CEO” (Respondent R8). Four of ten executives reported that family members were
part of the executive team, in which the decision-making power was shared between them
(respondents R1, R4, R8 and R9).
“We are exchanging ideas with my brother on how we want to develop our company.” (R4)
“[…]is a process between the board members and a colleague in controlling. We take the
input from the heads of departments; we discuss with them their suggestions. The decision is
taken on the board by my brother and me.” (R9)
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Three respondents gave an interesting insight on the topic of succession and new generations,
a concern exclusively for owner-managers and family businesses (R1, R5, and R8). Respondent
R1 worked with an external investor having a seat in the advisory board to secure the future of
the company, independent of the motivations and capabilities of the succeeding generation:
One motivation why I wanted to have an investor group was to have a third party, which
balances the personal interests and possible effects of the succeeding generation of our
family. We cannot be sure whether our children want to contribute to the business or whether
they want to do something completely different. My brother and I are the second generation,
and this business is the heritage of our parents. I aimed to ensure that our company is
managed professionally and, in our interest, a long time after us. (R1)
A similar statement was made by respondent R8, who emphasized the importance of family
strategy given the possibility that new family members enter the business through marriage.
“We are currently one house. In the future, we will be mixed with family members related by
marriage. The family strategy is, therefore, very important and crucial to participating in the
company.” (R8)
For both executives, R1 and R8, family members entering the executive position in the
organisation are considered unknown variables, which is why both aim to set up structures and
rules before the entrance occurs. A similar view is shared by respondent R5, who needs to
manage the succession of this company:
“The strategic question which I am thinking of a lot is the change of generations. I am looking
for the best way to hand over the lead of my company to the next generation. Someone who has
technical capabilities. I do not have a son or a daughter who could take the lead. So, I am in
search of an external solution, and I have found a promising candidate. I am 60 years old, and
I would like to step back; we also need rejuvenation in other departments.” (R5)
The succession, as well as the relation between the founders and the non-founding generation
following him or her, can lead to a change in the way strategy is deployed and managed:
“In the past, my father went on holiday, did his strategic planning and communicated only the
outcome. When I proposed the new approach to my father, I was surprised that he accepted to
change in the process, and since then, he has been the main sponsor who sets the dates and
takes on an overall coordinating role.” (R8)
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The heritage of the founding members in regard to management structures is challenged by the
non-founding members (respondent R8). The way the non-founding manager wants to shape
the business can cause conflicts, which the interviewees referred to as “emotions” in the
strategic decision-making process (respondents R1, R8, and R9). These emotions were the
motivation for a more structured and dispassionate approach.
“It helps when you have a process which everybody needs to follow and to keep emotions or
believes out of the discussions. So, the process is a handbook or guidance for us on the
board.” (R9)
ID

R1

R1

Respondents

R4

R5

R8
R8
R8

R9

R9

The influence of family
One motivation why I wanted to have an investor group was to have a third party, which
balances the personal interests and possible effects of the succeeding generation of
our family. We cannot be sure whether our children want to contribute to the business
or whether they want to do something completely different. My brother and I are the
second generation, and this business is the heritage of our parents. I aimed to ensure
that our company is managed professionally and, in our interest, a long time after us.
The advisory board has the advantage that also provides an external view enabling to
reflect plans or decision without emotions. It also demands a level of discipline to report
and to follow a structured approach within the company.
But actually, we are exchanging ideas with my brother about how we want to develop
our company. That is not something we share with too many people.
The strategic question which I am thinking of a lot is the change of generation. I am
looking at the best way to hand over the lead of my company to the next generation—
someone who has technical capabilities. I do not have a son or a daughter who could
take the lead. So, I am in search of an external solution, and I have found a promising
candidate. I am 60 years old, and I would like to step back; we also need rejuvenation
in other departments.
We are currently one house. In the future, we will be mixed with family members related
by marriage. The family strategy is, therefore, very important and crucial to participating
in the company.
I think that we have to take emotions out in the discussions – the keyword here is family.
I believe if my sister and I had not begun to stick to the process very soon, the whole
strategy cycle would not exist anymore. I think also controlling has to be more
professional and prepare better for the strategy meeting. However, I think the process
itself is mature in our company.
But actually, it is a process between the board members and a colleague in controlling.
We take the input from the head of departments; we discuss with them their
suggestions. The decision was taken on the board by my brother and me.
I think the primary goal of our strategic planning is to assess our position and to create
a mutual understanding with my brother and me about what we need to do during the
year. It helps when you have a process that everybody needs to follow and to keep
emotions or believes out of the discussions. So, the process is a handbook or guidance
for us on the board.
Table 21 Interview findings: The influence of family in strategic decision making

Influence of owners-managers on strategic decision making
Two of ten SME executives are owners-managers (respondents R5 and R10), who also founded
the company. The insights from an employed executive were also subsumed under this code to
obtain an additional perspective on the influence of owners-managers on strategic decisionmaking (respondent R7). Owner-managers are deeply embedded in the daily business and
closely track market development with a high level of detail:
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“I communicate with my executive team daily and we discuss various topics, including
strategy and strategy-related topics. One of the major topics we discuss is the price for steel
and how to cope with price volatility on the steel market.” (R7)
All owner-manager said that they take the views of their executive team or employees into
account when they make decisions. However, the power to make strategic decisions is
concentrated in the owners-managers (respondents R5, R7, and R10):
“I give the direction to the other executive members.” (R7)
“The owner and CEO of the company makes the decisions. He shares his thoughts and idea
with the leadership team in an open way.” (R10)
The way strategic decisions emerge is informal, i.e. non-formalised and thus without a
structured process (respondents R5, R7, and R10).
“I am setting the targets in my mind and exchange ideas with my employees when needed to
validate my thoughts and to explore how my targets could be implemented.” (R5)
The close relationship and exchange with customers can be considered as an important basis
for decision-making. All organisations have a strong customer focus, and the exchange with
customers was mentioned in all three interviews several times (respondents R5, R7, and R10).
Interestingly, none of the owners-managers articulated demand for more formality or structure
in the decision-making process (respondents R5 and R7).
Owners-managers stated negative experiences related to their past foreign investment decisions.
Facilities were shut down or sold as the entry into the new market was not prepared well enough,
and business performance was lacking (respondents R1, R5 and R7). Interview partner R7
changed the approach to market entrance by altering the team set up and by paying closer
attention to local circumstances, whereas interview partner R5 decided to exit from his foreign
investments in favour of this family and business in Germany.
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ID
R5

Respondents

R5
R7
R7
R7
R7
R10

Owners-managers
I am setting the targets in my mind and exchange ideas with my employees when needed to
validate my thoughts and to explore how my targets could be implemented. Questions I take
their advice is, for example: do we recruit new employees; do we need any investment in
machines/capacities?
I try to have personal contact with my clients up to the executive level, at minimum to
department or production leaders’ level.
We define our targets, but we do not have any written document. I set the targets in my mind
and exchange ideas with my employees when needed to validate my thoughts and how my
targets could be implemented.
I am exchange ideas with my executive team on a daily basis, and we discuss various topics,
including strategy and strategy-related topics. One of the major topics we discuss is prices for
steel and how to cope with price volatility in the steel market.
I am in daily exchange with our customers to know what is going on at a daily operations level
and with the trends, our customers are following.
I give the direction to the other executive members.
I miss structure in the way how we communicate and document. As we are communicating
so many things during the day with a mix of operational and strategic topics, there is a risk of
missing something important.
Table 22 Interview findings: Strategic decision making of owners-managers

Advisory boards
Four executives reported that they have an advisory board in their organisation. The advisory
boards of the interviewed SMEs are composed of shareholders, which can be family members
(R1), founders (R6) or investors (R1 and R2). The executives approach the advisory boards to
consult with them or to obtain their approval for strategies, personnel decisions or planned
investments (respondents R1, R2, R3, R6). Except in the organisation of respondent R1, who
shares organisational leadership with his brother, an advisory board has been installed where
employed executives lead the business (respondents R2, R3 and R6). The advisory board is
updated on a regular basis and can provide some impulses for the strategy.
ID

Respondents

R1

R2

R3
R6

Advisory boards
I personally wanted the advisory board in order to avoid blockages within the executive team.
The board leads to discipline and, in case of disagreements within the executive committee,
to a concentration on facts and figures.
The advisory board reviewed our project and had questions we could not answer. This was
at the beginning of my assignment, and I was not involved in the preparation. I am now trying
to gather all information together so that this does not happen again, and I am concerned that
I might miss a critical insight or detail and that the project again will not be approved by the
advisory board. If I didn’t get the approval, I was not successful in my job.
We have an advisory board that consists of two shareholders. They have limited influence on
our strategy, and I resent them our strategy. In some cases, they have input, or we have to
go and consult them when it comes to investments or personnel-related decisions.
Our company’s shareholder has a long-term interest and does not observe the day-to-day
decisions. But we inform him about our long-term strategy and measurements such as
investments or new products or segments.

Table 23 Interview findings: Influence of shareholders and advisory boards on strategic decision making

Applied strategy tools
Seven of ten interview partners reported that they apply strategy tools in their strategic planning
process. The most frequent tool reported by the executives is “market and trend analysis”,
followed by “strategy workshops” as a means to develop the strategy. Among the interview
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partners, respondents R2 applies the most strategic tools, followed by respondents R3 and R9.
Executives reported that they use strategy tools also in an informal way. That is, they use, e.g.,
“play scenarios” (Respondent R1) or “Porter 5 Forces”, which is considered as a personal guide
for the executives (respondents R2 and R3).
Overall, the responses vary from a formal and routine application of strategy tools (respondents
R3, R6, R8, and R9), a selective and informal application by executives (respondent R2 and R3)
to the absence of strategy tools altogether (respondent R4, R5 and R10). The majority of SME
organisations with a formal and routine application of strategy tools use workshops
(respondents R3 and R9) or strategy meetings (respondents R6), which focus specifically on
strategic discussions and strategy development.
“We were conducting a strategy workshop and developed a strategy map. This map is
communicated throughout the organization to the core departments. A summary is generated
out of this workshop and documented. This document includes a SWOT, competitor analysis
and core drivers of our business.” (R3)
If it comes to strategy development, we hold a strategy workshop at the beginning of the year
off-site for two days. In this workshop, we go through the numbers, and we develop our
strategy for the year. The consultant is the moderator of the two days session. (R9)
Strategy tools applied are Porter’s 5 Forces, SWOT analysis, scenario planning, strategy map
and competitor’s analysis. One executive stated that he used a tool in a more informal way:
“I do orient myself using the Porter 5 Five Forces Model as a guideline. We do not explicitly
present it according to Porter’s model, and it is not communicated as such within the
organization.” (R3)
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ID

R1
R2
R3

Respondents

R3

R6
R6

R8
R8

R9

R9

R10

Applied strategy tools

We “play” scenarios on whether we should review our product portfolio and decrease
complexity to exit the manufacturing of parts for medical devices.
I have the Porter 5 Forces concept as a construct in my mind. We have not
implemented it as a tool in our company; it is what I have as a mental concept in my
mind. We have a SWOT analysis implemented in our company and apply it.
Within the strategy development process, I orient myself using the Porter 5 Five
Forces Model as a guideline. We do not explicitly present it according to Porter’s
model, and it is not communicated as such within the organization. It is a model we
have in mind, and I have it in my mind implicitly.
We conducted a strategy workshop and developed a strategy map. This map is
communicated to the organization to core departments. A summary is generated out
of this workshop and documented. This document includes a SWOT, competitor
analysis and core drivers of our business.
We decide in our strategy meeting on short- and long-term measurements/activities.
We do not deploy any scenarios. We have a look at the same basic data about how
the markets develop and whether we have to adjust our status. The assumption we
consider is market development, size and growth prospects, how do customer
segments develop, what dynamics exist, and how they will impact the business.
We engage an external consultant to support the 3-day strategy workshop to
structure the meeting and to mediate where required. The outcome of the meeting is
documented by an assistant of the consultant.
We use SWOT as a tool to visualize our strengths and weakness and to identify
where we have to improve or to take advantage of certain opportunities. Based on
the discussions during the meeting and the SWOT, we agree on working packages
that will be distributed to the relevant responsible member of the executive team.
We have scenarios in place. We use them as a kind of risk management to be
prepared if something happens, especially for product launches or products in an
early lifecycle, which have been introduced recently in the market.
If it comes to strategy development, we hold a strategy workshop at the beginning of
the year off-site for two days. In this workshop, we go through the numbers, and we
develop our strategy for the year. The consultant is the moderator of the two days
session.
We don't use any specific tool or method for our strategy.
Table 24 Interview findings: Applied strategy tools

The responses from the executives are summarized in Table 25 strategy tools applied in SME
organizations below.

Parentheses are used to indicate a tool usage that is informally applied by the executive,
which is not documented or shared within the organisation.
Table 25 Strategy tools applied in SME organizations
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Communication about strategic content
Strategic content and strategic topics are discussed in the executive groups only.
Communication of outcomes of the strategic planning to employees occurs in a concise and
filtered form. Four different participants in communication are presented using four sub-codes:
sub-code 1.1: Communication within the executive team, sub-code 1.2: Communication with
the advisory board, sub-code 1.3: Communication to employees, and sub-code 1.4:
Communication to shareholders of the SME.
Communication within the executive team
Five of ten executives provided insights on communication within the executive team. Within
the executive group, communication about strategic topics occurs in an informal as well as a
formal way. Informal communication about strategy occurs mostly in connection with
operational topics and can also be considered as a strategic discourse that is not specifically part
of the strategic planning process.
“For owners and executives, operational business and strategy are intertwined. We sit
together in the same room, and we exchange ideas frequently, and we often come together on
short notice to discuss important strategic topics.” (R1)
“I am in an exchange with my executive team on a daily basis, and we discuss various topics,
including strategy and strategy-related topics.” (R7)
The communication within the executive team in dedicated executive meetings includes
operational topics for the purpose of reviewing agreed-upon measures and progress updates.
The meetings can be held bi-weekly (respondents R8) or monthly (respondents R3 and R8):
“In this meeting, I and the department heads also review the strategy map in a brief Q&A
session between. However, due to operational work, we are continuously in contact and
frequently exchanging about the latest developments.” (R3)
“We review in our leadership meetings the protocol of the previous meeting and check
whether we have progressed as expected. There is no separate strategy review.” (R8)
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ID

Respondents

R1

R3

R7
R8
R10

Communication within the executive team
For owners and executives, operational business and strategy are intertwined. We sit
together in the same room, and we exchange ideas frequently, and we often come
together on short notice to discuss important strategic topics.
Every four weeks, we come together with our executive team to review the track record
and to check if we still are on track or not. In this meeting, I and the department heads
also review the strategy map in a brief Q&A session. However, due to operational work,
we are continuously in contact and frequently exchanging about the latest
developments.” As a result, there are not so many surprises, but it helps to align on the
mid-and long-term targets.
I am in an exchange with my executive team on a daily basis, and we discuss various
topics, including strategy and strategy-related topics. One of the major topics we discuss
is steel prices and how to cope with price volatility in the steel market.
In our bi-weekly jour fixes meeting, we sometimes discuss relevant strategy topics, but
usually, we separate operational from strategy discussions.
In our leadership meetings, We review the protocol of the previous meeting and check
whether we have progressed as expected. There is no separate strategy review.
Table 26 Interview findings: Communication within the executive team

Communication with the advisory board
Four of ten executives reported that they communicate about strategy with the advisory board
or in the course of the strategic planning process. The advisory board is considered by the
executives not only as a gatekeeper for strategic topics as also because the board has to approve
strategy (R2, R3, and R6) but also as a platform for discussing strategic topics (R1, R3, and R6).
It is necessary to point out that none of the interviewed SMEs is legally obligated to have an
advisory board. Except for R1, all executives who provided input on communication with the
advisory board are employed executives.
Topics that the executives share with the advisory board concern investments, personnel-related
decisions, financial performance, technology and future developments. The advisory boards
have a “limited” (R6) influence on the strategy of the SMEs. Two executives reported that they
are in regular exchange with the advisory board on a monthly (R6) or quarterly basis (R1).
ID
R1

Respondents

R2

R3

R6

Communication with the advisory board
But we decided to have an advisory board, which, although it is compulsory only for
stock exchange-listed companies, is a platform for us to discuss strategy or strategic
topics on a quarterly basis.
The advisory board reviewed our project and had questions we could not answer. This
was at the beginning of my assignment, and I was not involved in the preparation. I am
now trying to gather all information so that this does not happen again, and I am
concerned that I might miss a critical insight or detail and that the project will be not
approved by the advisory board. If I don’t get the approval, I am not successful in my
job.
We have an advisory board that consists of two shareholders. They have limited
influence on our strategy, and I present them our strategy. In some cases, they have
input, or we have to go and consult them when it comes to investments or personnelrelated decisions
Once per month, we coordinate with the shareholder on the principle direction of our
company. It is a family business. We present facts and figures about financial
performance, and our shareholder is very interested in technology and future
developments.
Table 27 Interview findings: Communication to shareholders
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Customers' influence on strategy
Seven of ten executives highlighted the importance of the customer for the strategic orientation
and the strategic latitude of the SME:
“Our strategic options are limited by our regular client base. Thus, we mostly follow them.”
(R5)
The topic of the size of the organisation was raised several times as an argument to follow the
customers:
“We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and possibly try to follow them. We can’t influence the development
of large customers.” (R6)
“Our largest customer segment is the automotive sector, and it is apparent that we also apply
many of the models which are used in this segment, such as the Toyota Production Model or
KVP (Kaizen) principles. As a supplier to the automotive industry, we have to deal with the
standards and requirements of our industry.” (R3)
Because of the strong dependency, executives are engaged in observing the customers’ endmarkets (respondents R1, R3, R4, R6, R9, and R10). Two executives raised concerns and
questioned the strong dependency, especially SMEs active in the automotive sector are
uncertain about the future developments in the end-customer segments and the impact on their
business (R1 and R2). Both executives consider adapting their strategy (R2) or prepare for
unforeseen changes by diversifying their customer and product portfolio (R1).
Close communication with and integration of the customer are considered as a way to mitigate
the risks and to adapt the strategy. The communication can occur in a regular cycle, such as
every two years (R1), bi-annually (R5), or on a daily basis (R7).
Overall, all seven executives report that the customer pulls and dominates the strategy of their
SME organisation.
“If we don't cope with the customer requirements, we would lose to the competition.” (R1)
“The strategic direction of the company is mostly influenced by its heritage and branding. If
we started to do something completely different, our customers would be probably not
amused. Our products are lifestyle products, and we have to go with the trends but maintain
our loyal customer base.” (R9)
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ID

The customer's influence on strategy
We meet our key clients every two years to exchange ideas about strategic topics throughout
the sector beyond operational topics. Typical questions are where is the end customer going
to? This meeting helps us to understand our environment and clients better, as they determine
our strategic direction. We are too small to influence what the future direction in the industry
will be. The clients ask us to be flexible and fast to adapt to trends. If we don't cope with the
customer requirements, we will lose to the competition.
An example is our largest customer segment, automotive; we track developments such as emobility but also the “dieselgate” issue in the U.S. All these developments can have an impact
on our business, and we have developed a 2020 strategy for this reason.
The key to our success is to know what the customer wants and what the competition is doing.
Our strategic options are limited by our regular client base. Thus, we mostly follow them.
I try to have personal contact with my clients up to the executive level, at minimum to the
department or production leaders’ level. The customers come to us and give us their sixmonth plan.
We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and possibly try to follow them. We can’t influence the development
of large customers.
I am in daily exchange with our customers to know what is going on at the day-to-day
operations level and in the trends our customers are following
The strategic direction of the company is mostly influenced by its heritage and branding. If we
started to do something completely different, our customers would be probably not amused.
Our products are lifestyle products, and we have to go with the trends but maintain our loyal
customer base.

R1

R3
R4
R5
R5
R6
R7
R9

Table 28 Interview findings: The customer's impact on the SME and strategy

Communication to employees
Three executives provided insights on how they communicate strategic information to their
employees. The executives are cautious and control which strategic information is shared and
how this is done. Reasons for their caution can be secrecy and compliance agreements with
customers (respondent R1) as well as an interest in avoiding “fear and concerns among the
employees” (respondents R2). The communication to employees takes place through the annual
meeting, in which selected insights and information on the strategy, R&D and innovation are
presented (respondent R1), or through annually published booklets, which include information
about the family’s share in the company (respondent R8).

Respondents

ID

R1

R2
R8

Communication to employees
We communicate some information about our strategy, R&D and innovations to our
employees during the annual employee meeting. However, as we have to comply with
secrecy and compliance agreements with our OEM, we cannot disclose details and, in
some cases, even cannot mention any information about the project. If we faced a
charge from the OEM, we would have to close the company due to the compensation
claims.
I have to be careful with spreading these strategic thoughts and scenarios within the
company not to create fear or concern among the employees. Decisions in our company
are taken top-down.
The outcome of the family-strategic decision process is communicated to the employees
in a booklet. The content of the booklet is, for example, our commitment to our company,
a 60% capital ratio, security before risk and the healthiness of the company situation.
Table 29 Interview findings: Communication to employees
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External influences affecting SME strategy
The Code External influences aim to identify the factors affecting SME strategy because of the
importance that the respondents attribute to them. Two sub-codes group the external influences:
sub-code 1.1 subsumes statements about the customers’ effect on strategy, and sub-code 1.2
statements about the impact of competition.
The customer's influence on strategy
The customer plays an integral role within the strategic orientation and the strategic latitude of
the SME:
Our strategic options are limited to our regular client base. Thus, we mostly follow them. (R5)
We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and try to follow them. We can’t influence the development of our
large customers. (R6)
The size of the own organisation was raised several times as an argument to follow the
customers:
We meet our key clients every two years to exchange beyond operational topics, strategic
topics throughout the sector. Typical questions are where is the end customer going to? This
meeting helps us to understand our environment and clients better, as they pretend our
strategic direction. We are too small to do. The customers ask us to be flexible and fast to
adapt to trends. If we didn't cope with the requirements, we would lose the competition. (R1)
Our largest customer segment is the automotive sector, and it is apparent that we also apply
many of the models which are used in this segment, such as the Toyota Production Model or
KVP (Kaizen) principles. As a supplier to the automotive industry, we have to deal with the
standards and requirements of our industry. (R3)
Because of the strong dependency, executives are engaged in observing the customers endmarket (respondents R1, R3, R4, R6, R9, and R10). Because of certain uncertainties in the
customer-end markets, SMEs, especially in the automotive sector, aims to cover the
eventualities by diversification (respondent R1) or an adapted strategy (R2). The challenge for
SME executives is that the changes need to be in alignment with the customer's expectations,
which needs to be reflected in the strategy or business model of the SME.
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The strategic direction of the company is major influenced by its heritage and branding. If we
started to do something completely different, our customers would be possible, not amused.
Our products are lifestyle products, and we have to go with the trends but maintain our loyal
customer base. (R9)
With regular and frequent exchange with the customers, the SME executives aim to mitigate
the risk to miss developments and trends at the customer's side (respondent R5 and R7).
ID
R1

R3
R4
R4
R5
R6

R7

R9

R10

The customer's influence on strategy
We meet our key clients every two years to exchange beyond operational topics strategic
topics throughout the sector. Typical questions are where is the end customer going to? This
meeting helps us to understand our environment and clients better, as they pretend our
strategic direction. We are too small to do. The clients ask us to be flexible and fast to adapt
to trends. If we didn't cope with the requirements, we would lose the competition.
Our largest customer segment is the automotive sector, and it is apparent that we also apply
many of the models which are used in this segment, such as the Toyota Production Model or
KVP (Kaizen) principles. As a supplier to the automotive industry, we have to deal with the
standards and requirements of our industry.
We try to meet the expectations of our customers with competitive pricing, as they are very
price sensitive but also sensitive when something in the recipe has changed.
Sometimes we see that customers place our products not correctly or do not understand our
campaigns. That’s why I must be on the ground and check that everything works well.
Our strategic options are limited to our regular client base. Thus, we mostly follow them.
We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and try to follow them. We can’t influence the development of our
large customers.
I am in daily exchange with our customers to know what is going on at the daily operations
level and trends our customers are following. For example, ten years before, wind power
plants were booming, but our customers told us that the margins were too low and that the
low-cost manufacturer from China would replace local capacity. I believe if European
governments are not taking any countermeasures, Chinese players will destroy our market
here.
The strategic direction of the company is major influenced by its heritage and branding. If we
started to do something completely different, our customers would be possible, not amused.
Our products are lifestyle products, and we have to go with the trends but maintain our loyal
customer base.
I think it is important to understand how our business works and to ensure that the required
resources are available. The plan shall give guidance but being not too rigid, it makes no
sense to stick to a plan when the client decides to delay the project start or to change the
construction design.
Table 30 Interview findings: The customer's impact on the SME and strategy

Impact of competition on strategy
Four executives provided insights into the impact of competition. Three executives reported
that they track competition (respondents R3, R4, and R9). SME executives consider this as a
countermeasure against the competition’s focus on “quality” (respondent R3), “innovation”
(respondent R4 and R9), and “working better” (respondent R8), and as an “investment in
marketing” (respondent R9). The SME executives have an understanding of the competitive
situation in their markets and assess the risk of new entrants:
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“What is important to us is the potential entry of new competitors into our core region and
core markets. We are in a niche market, and the threat is not too big, but still, there is
potential. Quality is very important in our business.” (R3)
We sell products for the end-consumer in a very tough environment. Our brand is established,
and you can buy our products in pharmacies and drug stores, but there are many players who
want to enter the market, too. We need to invest in R&D, innovation and marketing to protect
our business.” (R9)
Differentiation helps SMEs to gain a competitive advantage and to keep competitors at arm’s
length (respondents R4 and R9).
“[…] We also check what our competitors are doing, and we try to be the market innovator,
pushing our competitors to follow us.” (R4)
However, also possible drawbacks of close observation of competing businesses were
mentioned:
“Looking at the competition can put you into a situation in which you focus too much on what
they do. I believe we have to concentrate on ourselves and to work better, and then success
will come as a natural consequence.” (R9)

ID

Respondents

R3

R4

R8

R9

The impact of competition on strategy
What is important to us is the potential entry of new competitors into our core region and core
markets. We are in a niche market, and the threat is not too big, but still, there is potential.
Quality is very important in our business. In our standard product portfolio, which represents
most of our sales, it is hard to find a real USP for these products - it is a standard product.
It is important to be on the mind of the customers. Apart from this, we also check what our
competitors are doing, and we try to be the market innovator, pushing our competitors to follow
us.
I have to admit that I do not track the competition even though our competition has won market
shares from us. I have a radical view on that: I do not like to get nervous or impatient, and
that’s why I try to avoid it. Looking at the competition can put you in a situation in which you
focus too much on what they do. I believe we have to concentrate on ourselves and work
better, and then success will come as a natural consequence.
We sell products for the end-consumer in a very tough environment. Our brand is established,
and you can buy our products in pharmacies and drug stores, but there are many players who
want to enter the market, too. We need to invest in R&D, innovation and marketing to protect
our business.
Table 31 Interview findings: The impact of the competition on the SME and strategy
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SME executive, managerial attitudes, and concepts of the organisation
Statements on managerial attitudes and mental concepts of the organisation were subsumed
under one main code. Sub-code 1.1 includes the SME executives' motivation and attitudes
towards their own role, towards the organisation and employees, and the strategy. Sub-code 1.2
identifies mental concepts of the organisation held by the executive.
Managerial attitudes of SME executives
Seven SME executives reported that the limitations of their organisation have an impact on the
way they approach strategic planning. The executives are aware of the additional workload that
the strategy task puts on the employees.
Two SME executives reported that people need to be convinced of the strategic planning
process and its benefit (respondents R2 and R9). For respondent R2, a bottom-up approach is
desired, as it is assumed to ensure the engagement and involvement of the employees. The aim
is to create a culture of enduring support of the strategic planning process in the organisation
and to produce a familiar or collaborative spirit:
“I try to implement a culture of continuous improvement. We are not a large multinational
company.” (R2)
“I think it is important to convince the people, and to this end, the benefit of the process needs
to be clear. I learned that a well-defined process without people contributing is destined to get
dusty.” (R9)
Furthermore, a collaborative approach is expressed by the respondents R3 and R8, who seek
alignment with the other executives before a decision is made. In contrast, respondent R5 stated
that advice is taken, but the decisions are not made collaboratively. Finally, for respondent R1,
the proper preparation of the decision is part of the responsibility of the employees.
ID
R1

Respondents

R2
R3
R5
R7
R8

Managerial attitudes of SME executives
We have responsibility for our employees. Decisions have to be prepared properly.
My priority is value-based leadership, which I think is very important. This is not shared by the
other executives at all. They consider a more top-down approach, whereas I seek a bottom-up
approach to engage my employees to support the decisions.
The decisions are evolving or reaching a maturity status through the discussions and are, in the
end, quite obvious to the team.
I do not need to mess myself up with these topics. We are growing with our customers, so our
customers must adjust their strategy to these developments, and we just follow him.
I coordinate with the other executive managers. I give the direction to the other executive
members.
I also experience that small changes can cause lots of emotions, and that’s why I try to
present aligned versions.
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R9

I think it is important to convince the people, and to this end, the benefit of the process needs
to be clear. I learned that a well-defined process without people contributing is destined to get
dusty.
Table 32 Interview findings: Managerial attitudes of SME executives

Concept of the organisation
Four SME executives shared how they conceive their SME organisation in relation to the
business environment. In particular, the SME organisation’s “Mittelstand” quality was
foregrounded by the respondents R1 and R2 when they were asked how strategic planning was
conducted. The term “Mittelstand” was used to explain the absence of structure (R1) or to
generally describe that the particular SME “works differently” from larger SMEs (R2).
“We consider ourselves as Mittelstand, but we do not have the same structure as large
Mittelstand companies such as Würth or Trumpf 2.” (R1)
“Mittelstand is different! It works differently, and the market requirements are different.” (R2)
Another justification of shortcomings in, or lack of, organised practice cites the company’s
position vis-a-vis its customers or markets. Two executives argued that their companies have
the limited latitude to act strategically due to their size and dependency on their large customers.
“Our strategic options are limited to our regular client base. Thus, we mostly follow them.”
(R5)
“We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and possibly try to follow them. We can’t influence the development
of large customers.” (R6)

Respondents

ID

R2

Conception about the organisation
We consider ourselves as Mittelstand, but we do not have the same structure as large
Mittelstand companies such as Würth or Trumpf.
Mittelstand is different! It works differently, and the market requirements are different.

R5

Our strategic options are limited by our regular client base. Thus, we mostly follow them.

R6

We have to consider our size, and we have limited relevance in the market. We check the
strategy of our customers and possibly try to follow them. We can’t influence the development
of large customers.

R1

Table 33 Interview findings: Self-conception of the organisation

As described in section 2.3.2 SME definition, The term “Mittelstand” is not clearly defined. “Würth” and
“Trumpf” are family-founded businesses with an international operation and multi-billion annual revenue.

2
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Perception of the business environment
Six of ten interview partners provided insights about the way market characteristics are
perceived. Two interview partners (respondents R3 and R4) named “velocity” or the speed of
changes as market characteristics. Furthermore, both respondents stated that they act in a pricesensitive, competitive environment.
All respondents with a significant share of automotive business mentioned similar uncertainties
about the future development of e-mobility and the impact of “dieselgate” as this may lead to a
direct loss of revenue and may have a major impact on their businesses (respondents R1, R2,
and R3). As a countermeasure, SME executives try to better understand future contingencies by
using scenarios, albeit not in a formalised manner (respondents R1, R2, and R3).
There is uncertainty about many developments in the market. To mitigate the risk, I try to use
risk management. This is not done in a formalised manner, but I know how to react when a
case occurs. (R2)
It is very crucial for us to identify potential risks to our business. The short-term perspective
is one to two years and is not so important. Possible risks to our business are, for example,
technologies such as e-mobility. It is very important to know potential market segment
developments and possible substitutions. The velocity in the market has become faster in
recent years. The question, which is arising for us, is: What do we have to expect? And what
is the potential impact on us? (R3)
Operating in a niche market entails the problem of a lack of market data, which limits
comprehension of possible developments.
As we are niche, there is no comprehensive data available with answers to our requirements.
That’s why we gather data from multiple sources to get a holistic picture of our markets,
customers and general industry developments. (R3)
The interview partners also characterised the market as “conservative” in regard to the exchange
or information sharing between competitors (R8). The perception of the business environment
is dominated by the developments at the customer and the market side.
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ID
R1
R2

Respondents

R3

R3

R4
R6
R8

Perception of the business environment
I read in the news that Delhi is going to ban diesel engines. We also perceive the same trend
in the U.S. – especially after the VW dieselgate affair that diesel is losing preference. So, is
Diesel going to be banned?
There is uncertainty about many developments in the market. To mitigate the risk, I try to use
risk management. This is not done in a formalised manner, but I know how to react when a
case occurs.”
Our segment is a niche, and there are just a few competitors.
It is very crucial for us to identify potential risks to our business. The short-term perspective is
one to two years and is not so important. Possible risks to our business are, for example,
technologies such as e-mobility. It is very important to know potential market segment
developments and possible substitutions. The velocity in the market has become faster in
recent years. The question, which is arising for us, is: What do we have to expect? And what
is the potential impact on us?
We have a high velocity, and if you lose the momentum that your customers will move to
another company
The entry barriers are rather low, and on a global level, it is not transparent. The definition of
a customer segment is not difficult, and we have to communicate our competencies to the
market to gain awareness of our quality and competencies.
The overall industry is rather conservative, and it is not usual that competitors exchange with
each other.
Table 34 Interview findings: Perceived market characteristics and uncertainties

Environmental scanning process
The environmental scanning process informs the strategic planning process. All interview
partners scan the business environment, ranging from individual scanning to organisational
scanning when resources or capabilities are made available for the task. In this section, the main
code is grouped into four sub-codes: sub-code 1.1: Scope of environmental scanning, sub-code
1.2: Participants in the environmental scanning process, sub-code 1.3: Formality of the
process, and sub-code 1.4: Outcomes of the environmental scanning process.
Scope of environmental scanning
Nine of ten executives provided insights into the scope of environmental scanning. The scope
of environmental scanning depends on the purpose, i.e. on whether or not specific scanning for
strategic discussions or strategic planning is performed (R4, R7, R10), and on whether functional
departments conduct scanning on a regular basis for the day-to-day operations (R1, R2, R3, R6,
R8 and R9). The SME organisations that have functional departments scan information about
market developments, customers, and sales. The SME executives who aim for a specific scan
do not have a functional department for sales and seek selected information for their business.
The environmental scanning is generally limited to the existing business and focuses on
maintaining the existing business rather than on exploring new business potentials (R1, R3, R6,
R8, and R9). Respondent R1 affirmed a need for prospective customers and highlighted the lack
of resources for the sales department team.
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“Our sales department analyses only existing customers. An analysis of potential customers is
lacking.” (R1)
ID
R1
R2
R3
R6
R7
R8
R9

R10

Scope of environmental scanning
Our sales department analyses only the existing customers. The analysis of potential
customers is lacking. But we have to consider the workload of our sales team and the limited
time resources
We scan the developments of e-mobility, the market participants in the case of Mexico. This
is a focus topic for us.
We have an eye on the development of the automotive industry. I communicate intensively
with our head of sales about these topics. We often try to generate growth through existing
businesses we have already in place in the growth markets.
We analyse what happens in our surrounding environment. We check how the pharma
industry is doing and whether there will be a further consolidation wave that would have an
impact on our business.
One of the major topics we discuss is prices for steel and how to cope with price volatility in
the steel market.
This depends on the products we produce and the market in which we sell.
We review our sales channels and check how they have performed. For example, we work
with a distributor, and we get feedback from the pharmacies and shops. We also get from this
exchange interesting insights about competitors, and we can better assess what to do next.
We buy weekly and monthly market reports with statistics from the relevant market research
institutes.
Depending on the project type, location and requirements, we start to research and assess
what we need to organise for the team to complete the project. For our project pipeline, we
track relevant announcements from our client segments about new investments or
construction work.
Table 35 Interview findings: Scope of environmental scanning

The formality of the process
Seven SME executives reported on the formality of the environmental scanning process.
Formality in the scanning process manifests itself in rules for this process and in its
documentation, in artefacts such as reports resulting from it and in central storage of
intelligence. None of the organisations has a defined process of environmental scanning or clear
rules for documentation and communication. Information is gathered when and where needed
from the related departments or employees. Reports or summaries from the sales and marketing
teams about customers and prices or market data (respondents R2, R3 and R9) related to the
operational business are used.
Specific reports about the business environment are developed according to respondents R6 and
R9 in preparation for strategy workshops. Interview partner R10 claimed that the information
about the market is provided in the form of emails to the recipients, which are shared within the
executive team. The amount of information and the increasing complexity of the environment
are considered as a problem by some executives as the generated knowledge may not be
accessible to others or stored:
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“We do not have knowledge management implemented in our company. How we process
information depends on the cognitive capabilities of the individuals.” (R2)
“I think there is too much information, and it gets more and more difficult to manage all the
input I receive. That’s why I am looking for a system which supports us in better managing
the communication.” (R9)
ID
R1

Respondents

R2
R3
R6
C8
C9
C10

The formality of the process
A good example of how we assessed the environment and market was our investment project
in China. I was leading it. We have made a strong analysis and good preparation for the
investment decision.
For example, we have documents that we regularly updated with information and analyses of
competitors every twelve to eighteen months.
However, we have a sales plan which includes some assumptions and possible developments
to give us the possibility to adapt, but this is limited to a sales plan only.
We do not document the environmental factors or our market views except for the annual
review and strategy meeting. We communicate relevant topics and stay in touch with the
stakeholders.
For the strategy workshops, we prepare relevant market information. We purchase scanner
data from shops such as IRI, health shops and quarterly market reports.
Marketing and sales extract the information to executive reports which we receive weekly. If
we want to analyse a market in more detail, then we set up a separate project.
I send emails with a short report and attach the sources.
Table 36 Interview findings: Formality of the process

Participants and resources for the environmental scanning process
Four SME executives provided information about the resources for and participants in the
environmental scanning process. The executives also mentioned a need to further support the
environmental scanning process. Interview partner R1 stated that “We need a sparring partner
for the executive team for these exercises as we have limited time and resources for this type of
initiative”. Support is found in the organisation, especially in the marketing and sales team
(respondents R1, R2, R8, and R9), in consultants and external institutes (respondents R8, and R9),
in members of the executive team (R10) or university students (respondents R2). Using the
functional departments was considered a major hindrance for a more detailed environment
scanning, as the departments have to contribute to this task and their day-to-day responsibilities.
My marketing team works on this topic regularly on top of the day-to-day business. There are
sometimes workload hikes when we must prepare strategy workshops or important meetings
with our executive team. In general, we manage this task with the existing team. (R8)
The organization comes to a limit if I push them to also engage in the strategic analysis of the
market or competitors. I have no specific person assigned to this job. I try to communicate
with my employees and the functional departments frequently to get a current and holistic
overview of the situation. (R2)
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ID
R1

Respondents

R2

R8

R9
R10

Resources for the environmental scanning process
We need a sparring partner for the executive team for these exercises as we have limited time
and resources for this type of initiative.
The organization comes to a limit if I push them to also engage in a strategic analysis of the
market or competitors. I have no specific person assigned to this job. I try to communicate with
my employees and the functional departments frequently to get a current and holistic overview
of the situation.
My marketing team works on this topic regularly on top of the day-to-day business. There are
sometimes workload hikes when we must prepare strategy workshops or important meetings
with our executive team. In general, we manage this task with the existing team. We also
engage a research institute to ask the consumers about our brand awareness and their
appreciation of our products. This is done once every few years.
We buy weekly and monthly market reports with statistics from the relevant market research
institutes.
I think it is the core task of an executive team to be informed and to assess what is going on
in the market. Our people on the ground have to work and have no time for these tasks. It is
our responsibility to go out and to inform ourselves and to promote the business.
Table 37 Interview findings: Resources for the environmental scanning process

Use of environmental scanning information in strategic planning
Six SME executives provided insights about the use of information gained from environmental
scanning for the purpose of strategic planning. Two groups can be distinguished from their
statements. The first group performs environmental scanning for strategic planning to prepare
strategy workshops (R6, R8, R9, and R10). Beyond the preparation of strategy workshops,
respondent R6 reported that assumptions of the previous strategic planning cycle are validated.
The second group (R1 and R2) use the gathered information for a specific strategic project or
strategic initiative, striving for proper preparation to gain approval for the endeavour.
ID
R1

Respondents

R2
R6
R8
R9
R10

Use of environmental scanning information
A good example of how we assessed the environment and market was our investment project
in China. I was leading it. We have made a strong analysis and good preparation for the
investment decision.
I am now trying to gather all information together so that this does not happen again, and I am
concerned that I might miss a critical insight or detail and that the project again will be not
approved by the advisory board.
We check whether our assumptions for strategy were valid, and we look into product segments
and the overall business world.
For the strategy workshops, we prepare relevant market information. We purchase scanner
data from shops such as IRI, health shops and quarterly market reports.
Market information is relevant to us when we make decisions. But I think what we want to and
what we want to achieve is also important. As the board, we have the bulk of the responsibility.
Of course, the market and competition are important aspects, but we also need to care for our
organisation, employees and products.
It is part of our strategic planning to evaluate market conditions, client projects and future
prospects.
Table 38 Interview findings: Use of environmental scanning information

Information sources and managing information
The information source and scanning mode demonstrate how SME executives gain access to
knowledge about the business environment. The findings are grouped into two sub-codes: subcode 1.1 deals with the external information sources, sub-code 1.2 presents the way SMEs
manage their information about the business environment.
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Information sources and searching modes
All ten SME executives provided information about the information sources they use to gain
knowledge about the business environment. SME executives have an understanding of where
they need to seek relevant information. The sources range from accessible public information
– “we inform ourselves through the media and newspapers” (respondent R1) or “follow
competitors in social media” (respondent R10) – to specialised, limited-access sources. Thus,
nine of ten respondents stated that they visit external events such as trade fairs, symposia or
conferences relevant to their industry (R1, R2, R3, R4, R5, R7, R8, R9, and R10). Two SME
executives reported that they prefer external events as a way to obtain a direct impression or to
get a broader view of trends and developments (respondents R1 and R9).
“My brother or I regularly visit an annual symposium held for the automotive industry. The
key OEM’s and their executives present their strategy and future. Megatrends, the future of
mobility and the future of the car are being presented.” (R1)
“I also attend as much as possible conferences and trade fairs to get a direct impression.” (R9)
Two SME executives approach relevant trade associations and the chamber of commerce
(respondents R3 and R7). However, both also criticised that these reports lack detail and are
only sufficient to provide a rather general overview of the industry.
Another source of information is communication with customers, which was mentioned by half
of the executives. This ranges from personal visits at the customer site (respondents R4 and R8),
a regular exchange within the personal network that includes customers (respondents R1 and
R3), and an analysis of customer requirements (respondent R6). Further sources are industry
databases (respondent R6), the parent group of the SME organisation (respondent R2), and
functional departments such as marketing or controlling (respondents R6 and R9).
Constraints are expressed in regard to access to information because of costs for subscription
or fees (respondent R6), the satisfaction of publicly available information (respondents R7 and
R10) and the absence of available market data in a niche market (respondent R3).
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ID
R1
R2
R3

R4

Respondents

R5
R6

Information sources and searching modes
We inform ourselves through media, newspapers, symposia, conferences, our network and
customer or suppliers. My brother or I am regularly visiting an annual symposium held for the
automotive industry. The key OEM’s and their executives present their strategy and future.
Megatrends, the future of mobility and the future of the car are being presented.
We source our information from the network and what our group provides us, from colleagues in the
functional departments, and events such as trade fairs and conferences.
As we are niche, there is no comprehensive data available with answers to our requirements. That’s
why we gather data from multiple sources to get a holistic picture of our markets, customers and
general industry developments. Sources are chamber of commerce; industry associations close to
our business.
I visit trade fairs, reading if I have the opportunity, journals from the consumer goods industry. But
the most important source is going to the supermarkets, watching TV to check the advertisements,
but also visiting customers.
I inform myself through special industry journals, employees such as my department leaders, or
from time to time when I have the opportunity by going to trade fairs.
The sources of our information are industry databases which we use for our segment strategies.
However, it is important to evaluate the costs and benefits of these sources. We get information
from GfK, Pharmacies, and market experts to check the technologies and special requirements of
our customers

R7

Customers are also the main source of information. I also read the press – but this is too general.
For example, when they state, “there is a 2.5% annual growth expected for the steel market,” we
experience a loss, or when they say “growth is at 0.5% level”, we have record sales. They are too
far away from reality. We receive some information from associations such as the chamber of
commerce of the VDI [Verein Deutscher Ingenieure, Association of German Engeneers]. But we just
are members of these organizations because we have to as we are active in the sector.

R8

To get market information, I visit the packaging and materials conference. That’s the only one I visit.
I receive my information from the sales team and customer visits to their shops.

R9

R10

Some factors have not changed, e.g., regulations, which do not change often, but when they
change, they create a large amount of work. Apart from the reports from our controlling and
marketing, I keep myself updated from the media, news and social media channels. I also attend
conferences and trade fairs as much as possible to get a direct impression.
I am responsible for market analysis. I read the news, follow competitors on social media, regularly
communicate with the stakeholders and visit trade fairs or conferences in our business segments.
We rely on published information. We do not invest in market reports or anything comparable.
Table 39 Interview findings: Information sources and searching mode

Managing knowledge
Five SME executives provided insights about how the acquired information is processed or
stored centrally. In some SME organisations, environmental scanning, as well as the processing
of information into reports, are tasks of the marketing or sales department. Further information
about how information is stored outside of reports is not given. Two SME executives mentioned
the use of a Customer relationship management (CRM) system to maintain and update
customer-relevant information (respondents R3 and R6).
Two executives stated that knowledge is memorised by each individual on their own or
communicated within the executive team without any formal structure or storage (respondents
R9 and R10). While there are requests for better structuring the information management to
improve communication and comprehensiveness of a large amount of data, the resources and
costs necessary to do so are considered to be anathema to such an effort (respondent R2).
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“What is important in having any intelligence or knowledge management concept is that it
causes costs and requires resources. Firstly, to purchase the system is connected with costs
for the hardware and software as well as the setup costs. Then, there are costs for
maintaining and binding resources for this job. So far, all our employees are working to
capacity on day-to-day operational business.” (R2)
ID
R2

R2
R3
R6
R9
R10

Managing knowledge
We haven’t implemented knowledge management in our company. How we process information,
depends on the cognitive capabilities of the individuals. I cannot set this up on my own, but I can
give impulses to the organisation to engage more in this matter.
What is important in having any intelligence or knowledge management concept is that it causes
costs and requires resources. Firstly, to purchase the system is connected with costs for the
hardware and software as well as the setup costs. Then, there are costs for maintaining and
binding resources for this job. So far, all our employees are working to capacity on day-to-day
operational business.”
We have lean CRM in place. The sales department is focused on day-to-day business.
We communicate relevant topics and stay in touch with the stakeholders. We use CRM and
salesforce to manage our customers.
I think there is too much information, and it gets more and more difficult to manage all the input I
receive. That’s why I am looking for a system that supports us in better managing communication.
I miss structure in the way how we communicate and document. As we are communicating so
many things during the day with a mix of operational and strategic topics, there is a high risk of
missing something important.
Table 40 Interview findings: Managing knowledge

Summary
The initial code set, which has been derived from the literature review, was extended with
altered and new main-codes and sub-codes. In total, eleven main-codes and 25 related subcodes were used to assemble the data in a meaningful and comprehensive fashion (Jorgensen,
1998). The most significant statements from the interviews were cited in tables. To account for
the subjective and holistic nature of the chosen interpretivist research paradigms, citations were
provided to ensure a detailed description and verify the traceability of the documentation of the
findings. The quotations also have been used to illustrate similarities or differences in the
responses from the SME executives. Where needed, relationships between different main-codes
and sub-codes were highlighted to create a comprehensive view of the various elements of
strategic planning and environmental scanning. Background information about the size of
SMEs and the background of executives and explanations were presented in footnotes where
needed.

Analysis
So far, this chapter was dedicated to presenting the findings extracted from the in-depth
interviews with SME executives. The purpose of this section is to translate these findings into
analysis suitable for advancing the fulfilment of the research questions: configuration and key
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activities in SME strategic planning (4.4.1), inherent SME characteristics (4.4.2),
environmental scanning activities (4.4.3), and the influence of the business environment (4.4.4)
Setup of SME strategic planning and key activities
The literature review on SME strategic planning in chapter 2 has provided insights into the
fragmentation of SME strategic planning practices and their diversity. It revealed that a standard
strategic planning process for SMEs has not been identified yet and will remain a difficult task.
The interview findings allow the exploration of the setup of and key activities in SME strategic
planning.
Nature and scope of strategic planning
As evidenced in the findings in Table 8, for most SME executives, strategic planning is
considered a target-setting exercise. This is new because this is contrary to the common
meaning of strategic planning, which deals more with achieving these targets. The target setting
is applied to a range of decisions, mainly in functional areas such as innovation and technology,
investments and financial plans, customer segments penetration and annual sales planning.
Common elements of strategic planning such as corporate strategy, an overall market and
portfolio strategy have not been mentioned by the respondents. This observation is of
significance, as corporate and business strategies are generally considered principal elements
of a strategic planning initiative. The results indicate that SME executives mix fundamental
questions of corporate and business strategy during their planning exercises with those of the
functional and supporting areas.
Another finding which emerged from the interviews was the role of family and ownership
during strategic planning. In family-lead SME organisations, the strategic planning task is also
associated with the succession process between the founding and non-founding generation and
the share of roles of responsibilities between family members in the executive team. Strategic
planning differs in the organisations, where a transition of the founding and non-founding
members occurs or has been accomplished to the extend that non-founding members urged the
demand for a more formal and professional strategic planning process. Besides, in a family-led
organisation, strategic planning is also having a moderating role among the family members in
the executive team to reduce emotions during the strategic decisions making process.

117

Time horizons
The findings extracted in Table 9 reveal that the time horizon for the strategic planning task
varies across SME companies. A group of SME executives with a relatively short-term
perspective between six months and one year and the more long-term oriented SME executives
plan between two to five years.
The respondents of the SME organisation in a business-to-consumer environment have a shortterm focus arguing that they need a shorter reaction time because of customer behaviours and
market velocity. However, the interview statements also reveal that these periods are rather
driven operational requirements in which long-term investments or strategies are not part of the
strategic planning exercise. A common characteristic of these SME organisations is that they
represent organisations with owner/manager leadership. The daily strategic questions or
discussions are considered an evolving and ever continuously updating view of the
organisation's strategic direction.
The SME organisation with a long-term focus performs strategic planning to orchestrate the
different operations and functions of the organisation. As stated earlier, the strategic planning
exercise focuses here primarily on the development of functional strategies. The interview
findings reveal that financial planning and R&D are the two domains planned with a long-term
focus.
Formalisation of the strategic planning
As suggested by the findings in Table 10, few SMEs have defined an explicit strategic planning
process or maintain a strategic planning system. Explicit strategic planning systems in place
have been introduced in those family businesses, where the non-founding generation urged for
a more professional approach towards strategic decision making, replacing the former rather
informal and individual driven practice of the founding generation. In these cases, the strategic
planning systems have been introduced with external support from consultants, who take part
in related strategy workshops as a facilitator, who document the outcomes of the process. In
addition, the findings show that employed executives with a management career background,
as well as executives with an individual interest in management practices, also for a more
explicit strategic planning process. The inherent characteristics of SME organisations, such as
limited resources and lack of experience with strategic planning, are considered as limiting
factors to perform a more advanced level of strategic planning. For employed executives, the
introduction of a more formal approach to strategic planning requires a balance between the
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necessary depth of planning and the realistic capabilities of the organisation. The overall
formality of the process exists where employed executives are leading the organisation.
For smaller SME organisations, the strategic planning approach is often a sub-set of strategy
meetings with a loose exchange of market information with the department leaders or
customers. The decisions are made without a formal structure in the process and lack
documentation. In this case, SME executives state that a strategic planning system or process
definition is not required based on their personal experience.
Strategic analysis
The majority of the interviewed SME executives perform strategic analysis (Table 11) to obtain
an understanding of markets and customers. While some SME executives stated that strategic
analysis is part of their strategic planning task, some SME executives view strategic analysis as
a regular practice that is performed within the marketing and sales teams. Most SME executives
did not consider a dedicated strategic analysis to be a requirement to perform strategic planning.
An explanation for the lack of strategic analysis is limited resources and operational priority to
manage customer relationships in the marketing and sales departments.
Implementation and review of strategic planning
Only a few SME respondents provided insights about the implementation of the strategic plan
(see Table 12), although the respondents highlight the implementation as a success factor for
strategic planning. Structured and consequential monitoring of the agreed strategic plan is
seldomly performed. The SME executives stated monitoring the implementation is part of the
agenda of the executive meetings, in which a variety of topics are discussed, including
operational ones. Separate meetings to review and or adapt the agreed measures are not
organised.
As suggested in Table 13, when strategy reviews are performed as part of a regular executive
meeting’s agenda, the interest of the SME executive lies in understanding whether adjustments
on the agreed strategic plan including developments in the markets, investments or product
developments.
When it comes to functional planning, strategic plans are discussed, aligned and implemented
throughout the year in a rather ongoing way due to a lack of a formality and the absence of rules
and milestones for follow-ups and review. Given that only a few SME executives provided
insights, it can be concluded that the implementation and review is a more implicit int between
the next strategic planning cycle.
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Participants in strategic planning
As revealed in Table 14, the participants in strategic planning are clearly defined among the
SME executives: the SME executive, the extended executive team and, where required, experts
from the organisation.
All SME executives consider strategic planning as part of their own responsibility. However,
in most SMEs, strategic planning is a collaborative process in which the different department
leaders contribute with their functional perspective to the process. Among the functions which
are mostly involved in strategic planning are finance, marketing & sales and, operations &
R&D. Other core functions such as human resources, IT, or purchasing have been not
mentioned by the SME executives. The involved extended executive team and departments
provide the inputs to the strategic planning process from their specific areas and contribute to
the strategic decision making, while the final decision making is solely done by the SME
executives only.
The strategic planning task is performed on top of the SME executive’s operational
responsibilities. Support is provided in few cases by external consultants to prepare and
moderate the overall strategic planning process or to moderate dedicated strategy workshops.
None of the SME organisations maintains a separate strategic planning unit or dedicated role in
the organisation for the strategic planning task. The interview results indicate that the rush of
operational duties consumes the attention of the SME executive otherwise needed for the proper
strategic planning process.
Communication about strategic content
Most communication about strategic topics occurs within the executive team or with the
extended executive team the strategic planning (Table 22). Communication occurs consciously
via meetings or in an informal way in day-to-day discussions. Some SME executives inform
the supervisory board about the decisions made during the strategic planning for approval or
for strategic alignment (Table 23). Whereas the SME executives consider the communication
within the executive team and advisory board as less critical, communication towards the
employees is by far more cautious and controlled (see Table 25).
Employees are usually excluded from all strategic planning, except when specific expertise is
required. Occasions in which the employees receive information about the outcomes of strategic
planning are announcements during annual meetings or annual reports/booklets. There is a
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concern among the SME executives that information about strategic topics could cause irritation
among the employees or even that sensitive information about customers could be disclosed to
third parties.
The findings regarding strategic communication are significant. Strategic planning is
commonly designed to be an executive task in which different participants contribute to
fulfilling the requirements of the process. The organisation and control of communication
during the process and filtration of the agreed targets and measures is not new. But, it is
surprising that on one side, SME executives highlight a shortage of resources in their
organisation to perform certain tasks in the strategic planning process, while on the other side,
available resources in the own organisation to unlock the shortage are not used. Furthermore,
the top-down approach of strategic planning and the lack of involvement of the employees can
inhibit the power of emergent strategy approaches or impulses, which are recognized in the
literature as one of the strengths of SMEs or smaller organisations (Mintzberg, 1994).
Applied strategy tools
The majority of SME executives apply strategy tools during strategic planning (Table 28). The
most common tools are market and trend analysis and strategy workshops. The market and
trend analysis are driven by the purpose to better understand R&D related opportunities. The
strategy workshops are applied to discuss dedicated strategy topics among the executive team
outside of the organisation. These workshops can be moderated by external consultants or by
the executives themselves.
Among the classic strategy tools, the “SWOT” analysis is applied among SME executives.
Other strategy tools such as the “Porter 5 Forces” are instead used as a mental guideline but not
documented or presented to the audience by the SME executives. Interestingly, the SME
executive uses the classic strategy tools share a common interest and experience in management
practices. Given the restraints concerning the resources within the organisation, the absence of
strategy tools to increase efficiency and effectiveness is problematic. Although explicitly asked
in the questionnaire, the response to these questions has been relatively short.
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The inherent characteristics of SMEs
Organisational Size and Resources
A widely common perception of SME executives is their own size compared to their customers
or the market. The compared small size is often used as an argument for limited influence on
the customer and the market, so comprehensive strategic planning is not required. The SME
executive limits their strategic scoping and latitude to the frame they have defined within the
existing customer relations and market positioning. However, in contrast to the perceived
restraints of the SME executives, the small size is also connected to a positive association
concerning market positioning. The SME executives consider their market as “niche markets”
with limited competition and high relevance to their customers, as they deliver specialised
products and services.
SME executives manage the strategic planning task within their role without supporting a
strategic planning unit or an assigned person. In contrast to the large enterprise world, which
maintains separate strategy units or assigned roles and teams, the SME executives and the
extended teams perform strategic planning on top of their operational duties.
Ownership and leadership
The ownership has an influence on the way how strategic planning is viewed and utilized. For
the owner-managers of the rather smaller SME, organisations have a strong top-down view on
strategy. These SME executives exchange and include the perspectives of their leaders or
employees but tend to develop their strategy and the related targets on their own. All SME
executives in this group have also founded the organisation. A structured strategic planning
approach could not be obtained from the interview findings; the overall aim of their strategic
planning conception is instead to obtain inputs from the organisation and the market to finally
make a decision, which is then implemented in the course of the strategic planning.
Where family plays a role, strategic planning is also used as a moderator to avoid possible
“emotions”. The emotions are rising in generational conflicts (founding and non-founding
generation), an overall more structured leadership style, or during the strategic decision-making
process aiming a more fact-based approach. Interestingly, these organisations represent the
larger size of SMEs and already have reacted to the enduring tensions in family involvement
via the development of strategic planning systems or even the participation of external
consultants to facilitate the process.
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Employed executives, without the heritage of family and the different generations, engage more
in a conceptual approach towards strategic planning. Interview results show that they are more
willing to introduce new concepts and attempt a more formal process, especially to serve the
needs within the organization to manage the business but also to report to the advisory boards.
Setup and key activities in the environmental scanning
The environmental scanning process informs strategic planning and is a critical exercise to
obtain information about the business environment. The literature review in chapter 2 has
revealed that the environmental scanning process in the SME context is rarely researched and
provides little understanding of SMEs' setup and activities.
The general way of performing environmental scanning
As evidenced in Table 31, environmental scanning is performed in the SME organisations in
either two ways: as a regular task as part of the responsibility of the functional departments,
which are in regular exchange with the market and customers, or a specific task for strategic
planning. An exploratory exercise to identify new business or opportunities is limited and stated
only by the minority of the SME executives.
The formality of the environmental scanning
The findings from Table 32 suggest that an explicit process of environmental scanning in SMEs
hardly exist. The environmental scanning process is an informal and unstructured process in
nature, which depends on the individual motivation and curiosity of the SME executives or the
maturity of strategic planning practice. For example, in SMEs with a formal strategic planning
practice and where the market information is vital to deploy a strategy, environmental scanning
is in place to gather relevant market and customer information.
Information sources and search modes
The interview findings from Table 35 suggest that all SME executives engage on an individual
basis in gathering data about the business environment. The SME executives have individually
identified for themselves where to search when they need information. Beyond accessible
media such as newspapers or journals, SME executives typically attend industry-relevant events
such as trade fairs or conferences. These events are visited annually or on-demand and used as
a source to understand the market's general condition. Further industry-specific information is
gathered from the trade associations. Some SME executives have been critical of the lack of
details and the general character of these sources.
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The majority of the SME executives have named the existing customer as the key source of
providing information about the inner strategic relationship regarding the joint business
perspective and for granting access to future trends in technology and products.
Specific industry analysis or project-related environmental scanning could not be identified.
Attempts have been made with external consultants but with limited satisfaction due to the
required market and technology know-how in the relevant niche market. A problem raised by
SMEs is that obtaining information about niche markets is considered a common problem for
SMEs.
Participants and resources
The findings in Table 33 reveal that environmental scanning is performed by the SME
executives and the marketing & sales department. The SME executives perform environmental
scanning as part of their daily consumption of general media information such as newspapers
and journals, business and personal networks, and the exchange with the marketing and sales
department. The environmental scanning task is considered the primary task of the marketing
& sales department. The SME executives expressed their concerns regarding the operational
focus and duties and the restraints for the marketing & sales department to perform
environmental scanning dedicated to inform strategic planning. External participants who are
used in case of tight resources or lack of know-how are consultants and market research
institutes focusing on specific industry data.
Use of environmental scanning
The results depicted in Table 34 suggest that the information obtained from environmental
scanning is predominantly used for the operational requirements for the day to day business.
Specific environmental scanning to inform the strategic planning process is seldomly
performed.
Managing information
Information about the business environment (Table 36) is not managed systematically. The
obtained knowledge is not centrally stored and kept primarily in the minds of the SME
executives and often communicated informally in executive meetings or discussions. This is
also the case for reports or data purchased from a third party, and the reports are not further
analysed or centrally stored.
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The influence of the business environment
The influence of the customers
For most SME executives, the customers play an influential role in both the strategic and
operational decision areas. As the extracted findings in Table 26 reveal, the customer is
observed by foremost all SME executives. A strong relationship with the customer is considered
a key success factor in maintaining firm performance and future competitiveness. SME
executives consider this relationship as a top management priority. The relationship is
maintained through regular exchanges during day-to-day business or through specific meetings
in which the overall partnership is discussed, including possible business prospects or new
product development projects. The customer is considered as a source of strategic guidance
which provides insights and strategic information. Most SME executives rely on their
operational and strategic considerations on the directions given by the customers.
SME executives have been concerned about disruptive developments in the customer-end
segments driven by increasing environmental concerns and regulations (“dieselgate”). For
example, SMEs with few but large customers in the automotive industry have been surprised
by the developments caused by the recent fraud allegations towards the automotive OEM
manufacturers. Suddenly, the so-far reliable source of strategic guidance became a source of
uncertainty with an inability to provide reliable guidance or advice about future developments.
This problem has been explicitly stated by the SME executives, as it impacts the company's
overall strategic direction
SME executives conclude that the small size relative to the large customers with the strong
dependency leads to limited market influence, which in the view of the SME executives is
resulting in restrained available strategic options. This is a critical observation as it contrasts
with the common way of approaching strategic planning, which instead requires an opened way
of embracing possibilities which are then steered into strategic options after the internal and
external factors have been assessed. The priority is given to serve the requirements of the
customers. An out of the box thinking to identify new markets or products is not part of the
strategic considerations.
On the contrary, SMEs with a fragmented customer base have been observing their markets and
customer segments more broadly to better position their products as a critical requirement of
their business model, which includes observing consumer behaviours and the seasonal market
trends. The dependence on the individual customer is limited, and concerns are rather related
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to meet changing customer behaviours, which is acknowledged as part of the principal
challenges of their business.
The competition
In contrast to the decisive role of the customer, interview findings indicate that SME executives
consider competition as relevant to their business. Few SME executives reported that
competition is part of their considerations during the strategic planning exercise. SME
organization consider themselves safeguarded by operating in a “niche market” with a low
probability of new entrants, striving for being the “key market innovator” to keep the
competition distanced or trust in own capabilities, by “working better” and “concentrate” on
own tasks. A contrary view has been reported by SME organisations, which operate in a
business-to-consumer environment. Low entry levels are considered low, and competition is
perceived to be tense. Investments in R&D, innovation and marketing are regarded as
countermeasures to ensure competitive advantage.

Chapter summary
The interview findings revealed that, in its essence, strategic planning is considered among the
SME executives as a target-setting exercise, with little business or corporate strategy content.
The focus is on the functional strategy such as R&D, finance or sales. The strategic decision
making follows a strong top-down approach without a broad inclusion of the SME organisation.
Only a few SME executives have a defined strategic planning process, majorly driven by the
need to increase professionalism and control of “emotions”, especially in family-led business.
The actors in strategic planning include the SME executives, management teams and ondemand experts from the organisation. External consultants are used to moderating strategy
workshops or the strategic planning process. Lack of resources and operational duties are
considered as the major constraint to perform strategic planning. Although SME executives
confirm that strategic analysis is performed, the use of strategy tools is limited to SWOT and
market & trend analysis. Furthermore, most SME executives consider strategy analysis a
continuous task by the marketing & sales department.
Environmental scanning, which is a key source for strategic analysis, is performed on an
individual base that lacks formality and structure. The focus for environmental scanning is set
on the customer as the major source for strategic information having a strong influence on the
strategic assumptions and directions of the SME executives. The scanning activities of the SME
executives include participation in conferences, observation of general media and newspapers,
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and industry-specific sources, e.g., trade association publications. The interview findings are
presented in Figure 26 below.

Figure 26 Summary of interview findings
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5

Discussion

This chapter compares the findings from the qualitative interviews and the literature review and
their contribution to the existing body of knowledge for theory and professional practice. Its
purpose is to identify how these empirical research findings further the academic discussion
and alter the business view of strategic planning and environmental scanning in SMEs. The
literature review revealed that strategic planning and environment scanning in SMEs needs
beyond the processual perspective also include contextual factors such as the SME inherent
characteristics and the influence of the business environment. The number of studies with a
similar setup, which includes the SME context in strategic planning and the business
environment, is limited or weighs more priority on one or the other domain. Often the SME
inherent characteristics associated with size, resources, leadership, and the SME executives are
widely used arguments for explaining shortcomings without drilling into detail about the
internal strategy mechanisms, including the process and participants' role.
As a central contribution to theory, this thesis has addressed this gap and provides a novel
perspective on how SMEs perform strategic planning and how it affects environmental scanning
practice. Thus, with the adapted practice-based view, the investigation's scope has been further
extended to shed light on the SME strategic planning and environment scanning, beyond the
criteria of formality, to gain more details and derive a suitable approach for SMEs.
This chapter aims to link the research findings and analysis to existing literature. First, a general
comparison between the advocated concepts of strategic planning literature and the findings of
this study will be performed. The strategy concepts are often used as a yardstick to measure
SMEs' strategic planning practice in which the formality of the process is a critical criterion,
which will be reflected in the findings from this study. The goal is to obtain an overview of the
key activities performed. The chapter then outlines the influence of the business environment
on strategic planning in SMEs and how SMEs perform environment scanning. As for strategic
planning, the practice-based view will be applied to identify critical activities extended with
how it informs the strategic planning process.
The research sub-questions (section 1.2) are answered in the course of this chapter, but not
explicitly. An overview of the research sub-questions and the response in this section is
presented in Figure 31.
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No.
1
1a
1b
2
2a
2b
2c

Research (Sub-)questions
How do SMEs perform strategic planning, and what aspects of there is
SME specific?
What are the key activities in SMEs, how are they performed, and who is
involved?
Which strategic tools are used in SMEs in the course of the strategic
planning process?
What aspects of the business environment are scanned and assessed by
SMEs, how do these companies perform this task, and how is it linked to
the strategic planning process?

Answered in
chapter / section
5.1
5.1.2 / 5.1.5
5.1.6
5.2

How is the business environment assessed?

5.2.2 / 5.2.3

What is the role of the SME executive during the environmental scanning
process?
How does the environmental scanning process fit into the strategic
planning process?

5.2.1 / 5.2.2 /
5.2.3
5.2.1 / 5.2.2

Figure 27 Research questions and response in this study
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The Strategic Planning in SMEs
Scope and nature of strategic planning
For most SME executives, strategic planning is a target-setting exercise. This is noteworthy and
in contrast to long-established strategic planning's common views, which state that strategic
planning is about the way to achieving these targets (Ansoff, 1967; Schendel and Hofer, 1979).
Strategic planning usually starts according to Schendel and Hofer (1979) with the definition of
business goals and continues the way to achieve them. The SME executive focuses more on the
functional areas to fulfil the intending targets, which has been confirmed by earlier studies
(Kraus et al., 2006; Singh et al., 2008; Thompson et al., 2012). Other researchers explain the
focus on functional strategies because of the operational focus of SMEs and the importance for
SMEs to align and assign required resources (Wang et al., 2007), or because of limited
awareness of SME executives about the possibilities and benefits of strategic planning for the
SME organisation (Thompson et al., 2012). The SMEs in the studies rarely perform an open
and broad search or opportunities during their strategic planning, which is advocated by the
literature (Grant, 2003). The approach of the SME executives towards strategic planning is
rather narrow, as mentioned before, focus on target setting and the set of functional strategies.
Prahalad and Hamel (2006) argue strategic thinking rooted in the day-to-day business can bring
shortcomings to the business, as they could be misleading for strategic decision making. In
addition to the narrow approach of the SME executives, the findings show there is no broad
inclusion of the organisation in regard of strategy deployment and the communications of the
outcome. The strategic planning is performed mostly in the group of SME executives and the
head of functions. The findings in this thesis are and the comparison to literature are
summarised in Table 41 below.
Findings in this thesis

Literature

Strategic planning as a targetsetting exercise

Kraus et al. (2006)
Singh et al. (2008)

Focus on functional strategies,
no real market-oriented focus

Stonehouse and Pemberton (2002)
Thompson et al. (2012)

Limited inclusion of SME
organisation in strategy
deployment and communication of
outcomes

Aragón-Sánchez and SánchezMarín (2005)
Wang et al. (2007)
Wiklund and Shepherd (2005)

Comparison
Extending existing literature:
Emphasis on the target setting
exercise as part of the strategic
planning process
Thesis findings confirm literature:
Operational focus is reflected in
the nature of the scope of strategic
planning
Thesis findings confirm literature:
Top management task, limited
inclusion of SME organisation

Table 41 Discussion on scope and nature of strategic planning
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The author of this thesis argues that a possible reason for the rather narrow use of strategic
planning can be partly explained by the operational focus and related development of functional
strategies and the limited understanding of the SME executives about the benefits and concept
of strategic planning, which has also been highlighted by other studies (Aragón-Sánchez and
Sánchez-Marín, 2005; Wang et al., 2007; Wiklund and Shepherd, 2005).
The configuration of the strategic planning
The findings in this study about the overall configuration of strategic planning are consistent
with previous studies. Time horizons are rather short-termed or target a planning horizon of on
average between 1 – 3 years, which are in line with several studies in the SME strategic planning
literature (Ghobadian et al., 2008b; Muhammad, 2015; Stonehouse and Pemberton, 2002;
Thompson et al., 2012). A possible explanation by the SME executives for the selection of the
time horizon has been, if provided, the requirement to adapt short-term on market
developments, which also reflects the broad conclusion of earlier studies (c.f.Thompson et al.,
2012).
An interesting observation is that SME executives consider strategy or strategic thinking as part
of their day-to-day tasks, in which the operational topics are entangled with strategy. This is an
argument, which is in line with the emergent strategy approach advocated by Mintzberg (1994).
According to Mintzberg (1994), strategic thinking shall be enabled and not inhibited by formal
structures observed at the SME executive level. This view is shared by the SME executives in
this study, leading smaller SMEs, who argue that they need flexibility and less formal rules to
perform strategic planning. The results about the configuration of strategic planning in this
study confirm the wide conclusions from earlier studies; the comparison to literature is
summarised in Table 42 below.
Findings in this thesis

Literature

Comparison

Short-term planning horizon

Ghobadian et al. (2008b)
Stonehouse and Pemberton (2002)
Muhammad (2015)

Thesis findings confirm literature:
Short term: 1 – 3 years, justified
because of need to adapt to
market changes

A mix of operational and strategic
topics

Thompson et al. (2012)
Wang et al. (2007)

Thesis findings confirm literature:
Emergent approach, strategies
developed from operations

Table 42 Discussion on the configuration of strategic planning
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The formality of strategic planning
The SME executives of smaller SMEs tend to plan informally to maintain flexibility to adapt
to market developments, which has also been discussed in the previous section 5.1.2. Larger
SMEs performs strategic planning with more formality and state that they have implemented
strategic planning systems or are considering further formalising strategic planning. SME
executives with a management background are more motivated to formalise strategic planning
further and stress the organisational resources as an inhibiting factor.
Overall, the findings confirm the state of SME strategy regarding formality (Dibrell et al., 2014;
Ghobadian et al., 2008b; Wang et al., 2007). In smaller SMEs, the SME executives have a
strong imprint on the organisation and the strategic decision-making process and rather decided
intuitively (Centeno et al., 2019), whereas larger SMEs have established formality overtime to
manage the planning process. However, little is known about the impact of SME executives
with a management background, which is in this study, mostly employed executives and their
role in SME strategic planning. Literature highlights the positive effect of management
experience per se c.f. Karami et al. (2006) but provides limited insights and a more detailed
differentiation between owner-managers and employed executives.
An interesting finding regarding formality could be identified in organisations where the
transition process of the founding generation and the non-founding generation is ongoing. The
non-founding SME executives in the family business show higher motivation to implement
strategic planning systems to increase professionality and transparency. The impact of
succession in the family business is an established domain (Cherchem, 2017; Cruz and
Nordqvist, 2012b; Fendri and Nguyen, 2019; Koładkiewicz, 2013), but it provides little insights
into the impact of generational transition in leadership on strategic planning practices.
Moreover, the SME executives in family business also highlighted that strategic planning is
considered a means to reduce ‘emotions’ during the strategy formation process, which also
finds little awareness in SME strategy research, exception includes Cabrera-Suárez et al. (2014)
with a focus on the climate among family members and the impact on strategic decision making.
The findings in the thesis and the comparison to literature are summarised in Table 43 below.
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Findings in this thesis
Rather an informal way to
perform strategic planning

Literature

Comparison

Dibrell et al. (2014)
Ghobadian et al. (2008b)
Centeno et al. (2019)

Thesis findings confirm literature:
Smaller SMEs are more informal,
larger SMEs with more formality

Executives with a management
background and non-founding
members driver for more
professional strategic planning

Wang et al. (2007)
Karami et al. (2006)

Strategic planning as means to
reduce emotions in the family
business

Cabrera-Suárez et al. (2014)

Extending existing literature:
• Non-founding members
motivated to formalise strategic
planning.
• Management experience of SME
executives have a positive impact
on strategic planning formality
Extending existing literature:
Professionality and transparency
in strategic planning to avoid
tension in strategic planning

Table 43 Discussion on the formality of strategic planning

The findings are partially consistent with the literature, especially in terms of the founding
members' generation, which are considered the entrepreneurial generation is more focusing on
building and discovering business opportunities, with a strong decision-making position (Pryor
et al., 2019). Furthermore, Pryor et al. (2019) argue that the “founders’ decision-making styles
and values become imprinted on their firms, translating into significant and lasting impacts on
their firms’ routines, strategies, and performance even long after the founder exits”.
The author suggests that because of the founder's decisive role in SMEs, the demand to
orchestrate and convince the organisation through formal strategic planning was not required,
and consequently increases the difficulty for succeeding SME executives to implement formal
procedures for strategic planning. Thus, the change to more formality is more challenging for
non-founding executives, which needs to research in more detail. Furthermore, more clarity is
need about the dynamics in the family led business during strategic planning, especially against
the background of the special circumstances of family-led businesses, that SME executive
recognizes the mediating role of formal structure to increase efficiency in strategic decision
making. Finally, aspects that are important in the context of SMEs are the resources and the
costs of formality for the organisation, which has been highlighted by Ghobadian et al. (2008b).
Although explicitly stated by the SME executives, the author believes that SME executives,
especially smaller SMEs, outweigh the benefits and costs for more formality for strategic
planning, possibly challenging the positive impact on firm performance (c.f. Ghobadian et al.
(2008b).
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Strategic planning process
Consistent with the earlier findings of the nature and scope of strategic planning and the lack
of formal strategic planning systems, the strategic planning process lacks consistency and
overall structure. Although the interviewees have been asked during the interviews along the
strategy process by Schendel and Hofer (1979), most parts of the responses were vague, even
for the organisation, which claim to have a strategic planning system implemented.
The strategic analysis, which is a critical task at the beginning of each strategic planning task,
aims to obtain the internal and external circumstances to formulate the strategies. Interestingly,
the SMEs' strategic analysis is mainly performed by the marketing and sales department as part
of their operational responsibility but not performed as a dedicated task for the purpose of
strategic planning. For SMEs operating in a B2B environment, the strategic analysis was often
neglected, or as described earlier, inward focussed, whereas SMEs in a B2C environment take
more care about the specific developments in their markets and consumer behaviours. The
findings are in line with previous studies (Stonehouse and Pemberton, 2002; Wong et al., 2014).
The SME executives perform the strategy formulation with the heads of the functions and,
where need with experts from the organisation, which is confirmed by literature that affirms the
exclusion of the SME organisation in this process step. Overall, the strategy formulation is
driven by a top-down approach with little inclusion of the outcomes of strategic planning.
Research confirms the outcomes and locates the root cause for this behaviour, in the lack of
awareness about the strategic planning and the benefits of including the SME organisation into
the process (Deimel and Kraus, 2008; Thompson et al., 2012) or because of the SME
executive’s motivation to drive the formulation process on their own (Pryor et al., 2019), as
part of the entrepreneurial responsibility.
The SME executives seldomly perform the implementation and its review or control. However,
some SME executives stated that the agreed strategic decision is documented and later
discussed in the management meetings as part of the management meeting agenda, in which
operational topics prevail strategic discussions. Literature confirms the lack of implementation
and the review of strategic plans. Tennant and Tanoren (2005) associate the lack of
implementation and review in SMEs with the strong day-to-day orientation and ineffective
performance management. For example, Tennant and Tanoren (2005) found out that SMEs
rarely use adequate tools (e.g. Balance Score Card). Håkonsson et al. (2012) and associated the
lack of implementation with the different leadership styles of the SME executives, arguing that
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it needs to be considered in the SME context because of the strong imprint of the SME executive
on the whole organisation.
The results confirm both explanations. On the one side, the overall application of tools during
strategic planning is limited (see 5.1.6). The SME executive’s leadership style has a strong
influence on the overall strategic planning setup and execution.
In Table 44 below, the interview findings and the comparison to the literature are summarised.
Findings in this thesis

Literature

Comparison

Strategic analysis performed as
part of the operational duties of
marketing & sales

Stonehouse and Pemberton (2002)
Wong et al. (2014)

Thesis findings confirm literature:
Marketing & sales department in
the lead for strategic analysis

Strategy formulation within the
group of SME executives

Thompson et al. (2012)
Pryor et al. (2019)

Rare follow-ups of strategic plan
implementation, Review focussed
on operational topics during
regular management meetings

Thompson et al. (2012)
Tennant and Tanoren (2005)

Thesis findings confirm literature:
Limited inclusion of SME
organisation, strategy as part of
the entrepreneurial responsibility
Thesis findings confirm literature:
A mix of operational and strategic
topics, no structured
implementation and strategy
review.

Table 44 Discussion strategic planning process

The author of this thesis argues that the shortcomings of the SME strategic planning process
are a consequence of the rather informal nature and the limited awareness and resources to
perform each task properly. Another aspect, which the author wants to highlight at this point is
that the results about the configuration and formality have shown that SME executives perform
an emergent approach driven approach, less deliberate as it is an advocate by strategy scholars
such as (Ansoff, 1991; Schendel and Hofer, 1979). The incorporation of the two poles, formality
and process compliance, while maintaining a flexible and emergent approach, is a vital part of
the SME strategy debate and will be discussed in more detail in section 5.5.
Strategic planning participants
The SME executive defines the participants in strategic planning. In most SMEs, the SME
executives perform strategic planning among the executive group, heads from the functions,
and experts from the organisation to provide specific input upon request. Some SME executives
include external consultants responsible for facilitating strategy workshops or contributing to
facilitate overall strategic planning.
A pattern that can also be observed in other strategic planning activities is that the SME
executive's strong involvement also comes with certain shortcomings: the strategic planning
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task is performed, as for the whole organisation, on top of the SME executives’ operational
responsibilities. Support is provided by external consultants to prepare and facilitate the overall
strategic planning process or moderate dedicated strategy workshops. However, as none of the
SME organisations usually maintains a separate strategy unit or dedicated role for the strategic
planning, the results indicate that the rush of operational duties is consuming the SME
executive's awareness and organisational resources to organise and facilitate the proper strategic
planning process. An overview of the findings in the thesis and the comparison to literature are
summarised in Table 45 below.
Findings in this thesis

Literature

Comparison

SME executives are major actors
in strategic planning; experts from
the organisation are invited when
needed

Stonehouse and Pemberton (2002)
Deimel and Kraus (2008)
Ghobadian et al. (2008b)

Thesis findings confirm literature:
SME executives play a pivotal
role in strategic planning

Deimel and Kraus (2008)
Mazzarol et al. (2009)

Thesis findings confirm literature:
Consultants with supporting role
during strategic planning

Consultants to moderate strategy
workshop and strategic planning
process

Table 45 Discussion on strategic planning participants

Applied strategy tools
The most frequent tools used in strategic planning are market and trend analysis and strategy
workshops. There are two critical remarks on these findings at the beginning. Firstly, strategy
workshops are not the typical definition of a strategy tool, as the strategy literature defines it
typically as an event in which the strategic planning is facilitated with the strategy toolkits
(Hodgkinson et al., 2006). However, the author of this thesis decided to group the strategy
workshops as part of the strategy toolkits, as the SME executives' responses have been
consistently naming them as part of their applied tools. Secondly, the market & trend analysis
tool's application can be considered a surprising result, as the study results indicate that strategic
planning is somewhat inward-oriented to develop functional strategies.
Nevertheless, market & trend analyses are deployed for operational sales purposes and to
develop R&D strategies, which are part of the SMEs' functional strategies scope, but not
necessarily part of a strategy toolkit c.f. Grant (2016). The SWOT analysis has been named the
next most prominent tool in the list of SME executives when management experience and
know-how exist about its usage and benefits (Kalkan and Bozkurt, 2013).
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A possible reason for the hesitation to apply strategy tools can be beyond the limited experience
of SME executives with these tools is the lack of resources advocated by Bellamy et al. (2019).
Although results are surprising, especially regarding the classic strategy tools, the literature
indicates that SMEs, in general, tends to neglect them during their strategic planning (Bellamy
et al., 2019; Elbanna, 2006; Kalkan and Bozkurt, 2013; Stonehouse and Pemberton, 2002). An
overview of the findings in the thesis and the comparison to literature are summarised in Table
46 below.
Findings in this thesis
Market & trend analysis and
strategy workshops are the most
frequently used strategy tools
SWOT analysis applied by SME
executives with a management
background
Limited use of strategy tools

Literature
Wagner and A. Paton (2014)
Bellamy et al. (2019)
Wagner and A. Paton (2014)
Stonehouse and Pemberton (2002)
Bellamy et al. (2019)
Kalkan and Bozkurt (2013)
Bellamy et al. (2019)

Comparison
Contradict existing literature
Both tools are not considered as
part of the strategy toolkit
Thesis findings confirm literature:
Experience of executive important
for the use of strategy tools
Thesis findings confirm literature:
Limited understanding and
experience of strategy tools

Table 46 Discussion on strategy tools

The author of this thesis wants to highlight at this point that the results have been unexpected.
Whereas this outcome was expected for smaller SMEs, the relatively limited use of strategy
tools in the larger SMEs has been surprising. At this point, it is important to highlight that there
are also limited contributions in research on strategy tools in the SME context; exceptions
include i.e. Wagner and A. Paton (2014) or Bellamy et al. (2019).

Environmental scanning in SMEs
The purpose and scope of environmental scanning
The environmental scanning findings imply that it is seldom performed in a structured way and
lacks priority for SME executives. Environmental scanning is performed where the SME
organisation operates in a consumer-driven industry, with frequent changes that require a proper
assessment to adapt the business and product portfolio. In an organisation with a rather stable
B2B relationship, the environmental scanning practice is limited to the informal search for
information and know-how by the SME executive. The interview findings show that
environmental scanning is an unstructured and rather informal process. The purpose of
environment scanning can be grouped into two: Firstly, to serve operational requirements to
understand customer relationships, market demand and trends, and secondly, general trends and
market developments with a mid-and long-term focus. The results are surprising and
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contradicting previous studies. A structured approach towards environmental scanning as
proposed by Beal (2000), Robinson (2015) or Haase and Franco (2011) could not be identified.
This thesis shows that SME executives perform environmental scanning highly individual and
indicate that environmental scanning has not the required awareness. Relating the findings of
the scope to the concept of environmental scanning by Bourgeois (1980), the SME organisation
performs environmental scanning in the ‘task environment’, which include, i.e. the customers
and competitors. Interestingly, Bourgeois considered the developments from the task
environment as agents to adapt or react in business and strategy, consistent with this study's
findings. The rather reactive and operational focus in environmental scanning is confirmed by
the environmental scanning literature (Chan and Ma, 2016; Jogaratnam and Wong, 2009; Wong
et al., 2014). The other broader layer, which Bourgeois defined as the ‘general environment’,
is not scanned systematically by the SMEs in this study. A summary of the findings of this
thesis is provided in Table 47 below.
Findings in this thesis
The unstructured environmental
scanning process
The operational driven scanning
process
Access to information is limited
because of the niche market
segment

Literature

Comparison

Beal (2000)
Robinson (2015)
Haase and Franco (2011)
Chan and Ma (2016)
Wong et al. (2014)
Jogaratnam and Law (2006)

Contradict existing literature:
No structured process has been
identified, highly individual
Thesis findings confirm literature:
Reactive and operational focus in
the environmental scanning
Thesis findings confirm literature:
Niche-market restricts
access to information

Wong et al. (2014)

Table 47 Discussion on purpose and scope of environmental scanning

The author of this thesis argues that the genuine concept of environmental scanning, to detect
developments as an early indicator, is mostly not purposefully used by SME executives. This
is a finding which is consistent with Beal (2000) and Wong et al. (2014), who both state that
the lack of time and resources are the reasons for the shortcomings. Furthermore, Wong et al.
(2014) argue that the SMEs are active in niche markets, in the environment is restricted in terms
of market or customer information, which is confirmed by the findings in this thesis.
The formality of environmental scanning
Formality in the scanning process manifests itself in rules for this process and in its
documentation, in artefacts such as reports resulting from it and in central storage of
intelligence. None of the organisations has a defined process of environmental scanning or clear
rules for documentation and communication. Information is gathered when and where needed
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from the related departments or employees. The highly unstructured approach identified in this
thesis contrast the outcomes of studies in the SME context.
The environmental scanning is performed individually by the SME executive and the
organisation, dominantly by the sales & marketing departments. Reports are deployed by the
sales & marketing departments for operational purposes, such as order income or customer
information which have been captured from the sales representatives. Specific reports to inform
the strategic planning could be only identified in the SME organisation operating in a B2C
environment and having a strategic planning system in place. These SME organisations stated
that the information is used for executive meetings or dedicated strategy workshops. A possible
explanation for the informal way of environmental scanning could be that SME executives have
limited resources to assign the environmental task on top of the organisation's regular day-today requirements (Beal, 2000; Jogaratnam and Wong, 2009). The findings are summarised in
Table 48 below.
Findings in this thesis

Literature

A highly informal way of
scanning the business
environment

Beal (2000)
(Jogaratnam and Wong, 2009;
Wong et al.)

Efforts depending on the industry
segment: B2C stronger efforts,
B2B lagging

Jogaratnam and Wong (2009)
Du Toit (2016)

Comparison
Contradicts existing literature:
Highly informal scanning of
SMEs, literature assumes certain
formality in scanning scope and
process
Contradicts existing literature:
Industrial SMEs to be more
structured with the scanning
activities

Table 48 Discussion on the formality of environmental scanning

Embarking, at this point, it needs to be highlighted that environmental scanning to obtain
external information is performed by the SMEs but is very informal and unstructured. However,
the results and the literature confirm that the individual SME requirements in terms of market
segment, SME executive characteristics, and resources are influencing factors that need to be
considered in developing structured and formal environmental scanning practices.
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Scanning modes and sources of information
The scanning modes and sources of information show similarities among the SME
organizations. Relating the results to the model of Denning (1973), SME executives perform
different modes of viewing the business environment, which is summarised in Table 49 below.
Modes

Sources identified in this study

Indirect Viewing
Conditioned Viewing

Informal Search

Formal Search
(only B2C)

General exposure of press & media
Personal and business network
Magazines and reports by the trade associations
Chamber of Commerce
General exposure of press & media
Personal and business network
Specific industry reports or magazines
Customers
Suppliers (procurement / operations)
Exception include SMEs operating in a B2C environment
Consultants or market intelligence providers

Table 49 Summary SME executives’ modes of scanning business environment

The results confirm previous research in the SME context on environmental scanning (Barron
et al., 2015; Elenkov, 1997; Garg et al., 2003; Robinson, 2015). Overall, external information
sources are relatively limited, consisting of both personal and impersonal sources. Results
suggest a certain “industry effect” and indicate above all a “size effect”. Besides this, the SMEs
operating in the B2C environment invest more efforts to gain market information and reports
than the business in B2B. Critique by the SME executive has been raised concerning the level
of detail and the coverage of the individual specifics in the niche market in regard to market
reports or reports from industry associations. A source which has encountered most and has
been considered as crucial is independent of size and industry, the customer. The SME
executives consider the customer as a part of the business environment, which has an immediate
and critical influence on business performance, competitive advantage and innovation/R&D.
Although the importance of the customer for SMEs are not new (Appiah‐Adu and Singh, 1998;
Fidel et al., 2018; Keh et al., 2007; Reijonen and Laukkanen, 2010), it is critical to highlight,
that the customer orientation and trust towards the customers are very high. The customer's
pivotal role will be discussed in the following section 5.3 in more detail, as the environmental
scanning and the gained information are vital for the strategic planning process.

The influence of the business environment
A discussed earlier, the SMEs in this study focussing on viewing the task environment
(Denning, 1973), which is confirmed by previous studies in the SME context (Beal, 2000;
140

Jogaratnam and Wong, 2009; Wong et al., 2014). The customer and the competitors are
important parts of the task environment that play an influential role in the SME executives'
considerations, which are discussed in this section in more detail.
An unexpected outcome is the strong role of the customer in strategic planning and
environmental scanning and its effects on both practices. The customer is considered as the
central driver for strategic decision making and the major source for strategic sourcing,
independent of market segment and organisational size. The SME executive with topmanagement priority manages the customer relationship. The findings further revealed that
strategic planning is performed to align the SME organisation business towards customer
requirements. There is a wide acknowledgement among the SME executives that the small size
of the small customers creates a dependency, which the author of this thesis defines as a
strategic pull-effect between the large customer and the SMEs.
Although literature highlights the strong customer orientation as an important role for SMEs
firm performance (Appiah‐Adu and Singh, 1998; Reijonen and Laukkanen, 2010; Slater and
Narver, 2000), the impact in the context of this thesis is rather problematic. This dependency
can have a negative impact on the SMEs business. Christensen and Bower (1996) argue that
large customers' failures, especially in an uncertain environment, can have a negative impact.
According to Christensen and Bower (1996), these failures to anticipate change or disruptions
in the market could lead to the effect that required competencies are not adequately developed
at the supplier side and urge organisations in this strong customer dependency to recapitulate
the relationship. Against the contextual background of this thesis, the recommendation of
Christensen and Bower (1996) is particularly relevant, as the motivation of this thesis raised
from the significant disruption in the automotive market in 2014, which is widely known as the
“dieselgate”. The implication of dieselgate had a major impact and caused considerable damage
to the whole automotive supply chain. SME executives have shared the perceived ambiguity
and uncertainty about large customers' future developments and reported strategic challenges
affecting investments, financial resources, and portfolio management topics. The SME
executive's common reaction is that they trust that the large customer will sort out the current
uncertain environment. On the contrary, SMEs with a rather fragmented customer base have
been observing their markets and customer segments to better position their products as a key
requirement of their business model. The dependence on the individual customer is limited, and
concerns are rather related to meeting changing customer behaviours, which is acknowledged
as part of their principal challenges.
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A surprising outcome has been that SME executives consider competitors not as a significant
factor in their strategic planning, contradicting strategy scholars' recommendation(Parnell et al.,
2015; Porter, 1980; Rubio and Aragón, 2009; Salavou, 2015). Few SME executives reported
that competition is part of their considerations during the strategic planning exercise. Among
the statements on competition, SME organisations consider themselves safeguarded by
operating in a “niche market” with a low probability of new entrants, striving to be the “market
innovator” to keep the competition distanced or trust in their own capabilities. Although a
contrary view has been reported by SME organisations, which operate in a business-toconsumer environment, the SME executives have been confident about the competitiveness.
The summary of the findings in this thesis and comparison to the literature is summarised in
Table 50 below.
Findings in this thesis

Literature

The central role of customers on
strategic information acquisition
and strategic direction

Appiah‐Adu and Singh (1998)
Reijonen and Laukkanen (2010)
Slater and Narver (2000)

Limited consideration of
competitors in strategic planning

Porter (1980)
Rubio and Aragón (2009)
Salavou (2015)
(Parnell et al., 2015)

Comparison
Contradict existing literature:
Too strong customer orientation
can cause unhealthy dependency
and limitation of strategic options
Contradict existing literature:
Confidence in competitive
advantage because of market
segment, no separate strategy to
battle competitors

Table 50 Discussion on influence of the business environment

The author of this thesis wants to highlight that the strong customer orientation in strategic
planning can negatively impact how strategic planning is performed. The findings indicate that
SME executives’ trust in the customers' strategic foresight and business stability will resolve
their own strategic questions, which has been wrong after disruptive events such as the event
of “dieselgate”, which affected the majority of interviewed SMEs. However, despite the
negative experience, most SME executives have been confident that things customers will guide
them once they have clarified their own strategic path. The assumption is that the large customer
is large enough and too important for the industry to fail. The author of this thesis suggests that
even if this is the case, the risk for the SMEs to later being not able to adapt to those changes
will be too high, which is why the problem of Christensen and Bowerower (1996) moreover
can lead to possible biases of SME executives of cognitive nature (Gudmundsson and Lechner,
2013) or inhibiting discovery of business opportunities (Stouraitis et al., 2017).
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The role of SME inherent characteristics
The SME inherent characteristics have not been an explicit part of the interviews but emerged
as a critical influencing factor on strategic planning and environment scanning during the
analysis. For the literature, the SME's inherent characteristics are the major reason strategic
planning and environmental scanning are performed in a rather unstructured way. The
characteristics identified in this study are SME executives’ characteristics and role of
ownership, organisational size, resources, industry.
The SME executives’ plays a pivotal role in the SME organisations in this study. Strategic
decision making and the way how strategic planning depends on the motivation of the SME
executive. Wang et al. (2007) argue that motivation is the dominating influencing factor and is
“the starting point for investigations into the strategic planning behaviours of SMEs” (Wang
et al., 2007, p. 8). Although this study did not investigate the personal motivations, which Wang
et al. (2007) claim can be even of more priority to the SME executive than the SME business
prospect itself, some motivation drivers could be identified. Firstly, the SME executives, mostly
when ownership is involved, consider responsibility about the sustainability of the business as
part of their self-understanding as an entrepreneur, which has been researched to a vast extent
in the SME strategy domain (Altinay et al., 2012; Bammens et al., 2011; Kallmuenzer and
Peters, 2017; Kim and Gao, 2013; Nordqvist and Melin, 2010). Secondly, non-founding
generation SME executives aim to create an imprint into the organization, especially when the
founding generation is still in the executive function. As discussed earlier, they seek to create
their imprint in the organization by introducing more structured and formal strategic planning
concepts (Pryor et al., 2019).
At this point, it is essential to note that the employed SME executive do not consider the owners
of the SMEs as the limiting factor to perform a more comprehensive strategic planning or
environmental scanning, but the organizational resources and the time of their employees as
they are bound in operational duties. Lack of resources and time are listed in the strategy domain
as the most critical influencing factors on how SMEs perform strategic planning and
environmental scanning (Beal, 2000; Gibbons and O'Connor, 2005; Wang et al., 2007). This
study confirms the criticality of the employees' resources and time regarding strategic planning
and environmental scanning. Another aspect, which finds little awareness in the strategy
domain in the context of SMEs is that due to the pivotal role of the SME executing, including
operational and strategic responsibility, their resources and capabilities could be inhibiting a
fresh and open view on the way how strategic planning and environmental scanning can be
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performed. Research in the SME context from other domains highlights the overload of SME
executives (Fernet et al., 2016), possible biases due to overconfidence (Engelen et al., 2015) or
perception and cognitive biases (Gudmundsson and Lechner, 2013; Stouraitis et al., 2017). A
widely common perception of SME executives is their size compared to their customers or the
market. The compared small size is often used as an argument for limited influence on the
customer and the market, so comprehensive strategic planning is not required. The SME
executive limits its strategic scoping and latitude to the frame they have defined within the
existing customer relations and market positioning. This view on strategic planning brings
several shortcomings in regard to the principal idea of strategic planning and environmental
scanning. This is an interesting finding, as the SME executive associate their own size as an
inhibiting factor to perform strategically in the market. There are several contradictions in these
findings. Firstly, the small size of SME is also recognized as a strength of SME, which can lead
to stronger resilience (Iborra et al., 2019) or capabilities to innovate (Bayarçelik et al., 2014;
Laforet, 2009; Salavou et al., 2004). Thus, as discussed earlier, most of the SMEs in this study
act in a B2B environment with a niche market position, which already limits the effect of a
broad competition. Thus, the author argues that the self-chosen limitation of strategic latitude
constraints the wide range of possibilities a strategic planning or environmental scanning
practice can bring further implications on the business strategy. The summary of the findings
in this thesis and comparison to literature is summarised in Table 51 below.
Findings in this thesis

Literature

SME executives are major actors
in strategic planning

Beal (2000)
Wang et al. (2007)
Pryor et al. (2019)
Beal (2000)
Gibbons and O'Connor (2005)
Wang et al. (2007)

Lack of resources and time

Organisational size compared to
customers

Bayarçelik et al. (2014)
Laforet (2009)

Comparison
Thesis findings confirm literature:
SME executive’s motivation and
willingness to perform strategic
planning and environmental
scanning is a requisite
Thesis findings confirm literature:
An overall issue in SMEs to
dedicated resources for strategic
planning task
Contradicts existing literature:
Findings do not embrace the
change of way of strategic
planning or extending the scope
with innovation or building
resilient capabilities

Table 51 Discussion on SME inherent characteristics

The results for the SME inherent characteristics have been not surprising in view of the role of
SME executive and the situation about resources and time. However, how SME executives deal
with their size regarding strategic planning has been unexpected, but consequently, because of
the strong role SME executives assign to customers and the relatively limited awareness and
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resources to perform strategic planning. Literature at this point highlights that innovation
strategies could be enhanced to ensure competitive advantage, which the SME executive did
not consider as part of their strategic planning task or as part of a discovery attempt with
environmental scanning. The author assumes that the inward-oriented way of strategic planning
and the strong customer orientation are major drivers for the absence of discovery-driven
approaches towards strategic planning and environmental scanning and that resources could be
allocated once the awareness and motivation of the SME executive are given.

Summary and approaching to a conceptual model for strategic planning and
environmental scanning in industrial SMEs
The practices of both exercises have been investigated. The internal (inherent characteristics)
and the external (business environment) provide a holistic view of this study's topic, which has
been the initial model developed from the literature review in chapter 2.
The model is based on a topic that has been not an initial part of the research scope of this study
and starts first with the findings as principal assumptions for the model deployment:
(1) SMEs perform strategic planning and environmental scanning, although their practice is
highly individual and varies from the strategic planning concepts in literature and practice
(2) The need for strategic planning is understood and considered as a top-management task, in
which the SME executives have a pivotal role in leading the strategic decision-making
process
(3) Strategic planning is so far limited to a small circle consisting of SME executives and heads
of functions
(4) The nature and scope of strategic planning is adapted to the operational circumstances of
the SME executives having an immediate impact on the business (focus on task
environment)
(5) Deliberate strategic planning approaches are difficult to maintain due to the emergent nature
of SME strategy, limited resources and time
(6) Environmental scanning occurs in the same operational environment with limited resources
of the marketing & sales department and the involvement of the SME executive
(7) The customer plays a central role in the strategy and acquisition of strategic information
(8) SME organizational resources can be a limiting factor to performing a more comprehensive
or formal practice of strategic planning and environmental scanning
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Against this background, the author of this thesis suggests adapting the strategic planning and
environmental scanning concepts to SMEs' business reality. This attempt is not new and has
been already urged by strategy scholars who advocate the emergent approach fits better to
SMEs' requirements and business reality (Beal, 2000; Mintzberg, 1994; Muhammad, 2015).
Nevertheless, most SME strategy domains have focused on the deliberate school to understand
SME strategic planning process, often neglecting the environmental scanning task as an
important input. Furthermore, the deliberate model is based on sequential process steps, which
does not cover the adaptivity and flexibility the SME executive have urged in this study.
Before developing an altered model based on the emergent approach towards strategy, the
author wants to highlight an implicit but vital factor for the development and implementation
of strategic planning in SMEs, which is the SME executive. Pryor et al. (2019) highlighted the
strong imprint owner-managers have on the SME executive and its influence on organisational
culture. Thus, as a critical step within this proposed model, the author of this thesis suggests
introducing “strategic intent” as a starting point. Hamel and Prahalad (2010) define strategic
intent as “an active management process that includes: focusing the organisation’s attention
on the essence of winning” (Hamel and Prahalad, 2010, p. 9), urging for an active and
enthusiastic approach towards strategy and business by allocating resources. The author of this
thesis argues that any concept will fail in the SME context without this motivation.

Furthermore, literature has identified that resource allocation is key to innovating and sustaining
business performance in the SME context(Beynon et al., 2018; Mantere and Sillince, 2007;
Mariadoss et al., 2014). Thus, in its essence, the strategic intent helps set the priorities and align
resources to the related circumstances, rather than a static view on resources that often have
taken, in some evasively, for the shortcoming of strategic planning and environment scanning
in literature and these study findings. With the strategic intent and preparation of the strategic
planning cycle, which includes scope setting for the year(s), a specific configuration of strategic
planning can be deployed, providing transparency about the required resources. This step is
missing today, which is why allocation of resources becomes on the day-to-day rush a problem
for the SME executives.
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The model proposed is presented in Figure 28 below.

Figure 28 Theoretical model for strategic planning and environmental scanning in industrial SMEs

Furthermore, the findings of strategic planning's scope and nature show that the SME executive
does not share their intentions or strategic thinking transparently with the organization, which
would be resolved with a priori planning and scope setting. The scope set can include specific
areas of interest such as industry trends, regulations, innovation or customers, and competitors.
Based on this setting, the roles and responsibilities within the organisation can be assigned, but
also establish a process to steer information about the business environment more efficiently to
the strategic planning process.
The SME executives play an integral role and have limited awareness and time to facilitate the
strategic planning process and to ensure its compliance. The author of this thesis suggests
assigning a response within the organisation or external, e.g., consultant, to ensure compliance
with the strategic planning process. Probably, this is one of the most challenging parts in view
of the organisational change aspects, especially for the SME executive who drives the strategic
planning process. However, the author of this thesis, that a separation of strategic planning
process guidance is necessary beyond the quality of the process, but also to ensure that
perceptual biases, routines such as the trust in customers, or lack of formality threaten the
sustainability of the business (Gudmundsson and Lechner, 2013; Liu et al., 2017; Stouraitis et
al., 2017). The strategic planning would be reduced to three steps: (1) Strategic analysis as a
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continuous task gathering operational and strategic information, (2) the strategy formulation, in
which the initial strategy is formulated and later adjusted when needed based on (3) the reviews.
The focus on the task environment with a strong orientation to the customer bears the risk of
business failures. Thus, as mentioned, the strategic intent needs to be articulated and formalized
by the SME executives to enable more effective and efficient strategic planning. Furthermore,
the “realities” of SMEs needs to be imprinted into the debate on strategic planning and
environmental scanning, which is why the model moves away from the static and sequential
process the deliberate scholars recommend (c.f. Schendel and Hofer, 1979). The authors
advocated to entangle the operational requirements into the strategic planning process and
instead enforce an emergent approach suggested by Mintzberg (1994).
Independent of the deployed model, SME executives need to review their customer orientation,
especially when a strong dependency has led to an unhealthy fellowship, where own capabilities
and strategic consideration are put aside.
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6

Conclusions

This discussion chapter summarises the comparison between the literature and the analysis of
the interview findings to contribute to the body of knowledge for both theory and professional
practice.

Contribution to theory
This study contributes to theory as it brings strategic planning and environmental scanning
practice into the context of SME research. Existing studies in this field were dated decades ago
or lacked the integrated view this study covers (c.f. Beal, 2000; Stonehouse and Pemberton,
2002). The emphasis has been given rather on the strategic planning task, in which the
environmental scanning played a minor role, or on the environmental scanning task missing the
important link to strategic planning.
The study confirmed the overall pivotal role of the SME executive. However, the study revealed
further details about the role and background of the SME executives. This study found out that
the different generation of SME executive in the family business impacts the formality and
professionalism of the strategic planning process. An interesting insight in the context of
family-led SME organisations is that strategic planning can be used to avoid emotions during
strategic decision making, which so far has found little awareness in literature. The insights
about the SME strategic planning process widely confirmed the general assumption of the
literature. Interestingly, this study could not identify the broad application of strategy tools; a
topic is still not researched to obtain a more clear view on the topic (c.f. Wagner and A. Paton,
2014).
Surprisingly, the study revealed that environmental scanning is relatively unstructured and
reactionary with a strong operational focus in contrast to the existing literature in this field.
There are different reasons for this disparity. For example, as mentioned before, the research
on environmental scanning as a precursor for strategic planning has been gained awareness
recently in the SME context due to increasing dynamism and disruptive forces in the business
environment (Khouroh et al., 2020). This research contributes to a better understanding of the
mechanism between the marketing and sale department driving environmental scanning from
the operational requirements, lack of strategic assessment of the business environment.
Another contribution of this study is the role of strong customer orientation in strategic
information acquisition. The existing literature urges SMEs for close customer orientation to
ensure firm performance and business sustainability. However, this study shows that a too close
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orientation can be a threat in exceptional circumstances after a disruptive event, e.g., dieselgate,
where the customers' failures could probably be copied or even reinforced. Early studies have
highlighted this problem in the large enterprise context (Christensen and Bower, 1996).
A further major contribution of this research is the adopted research methodology with a
practice-based view on strategy and the inclusion of the processual perspective. The approach
towards SME strategy research with a qualitative approach aimed to shed light on the activities
the SME executives and actors in the SME organisations perform. Although the SME inherent
characteristics and the fragmentation of SMEs are acknowledged in the literature, the dominant
approach for research SME strategy has been rather on the quantitative and deliberate
perspective, which can have limitations because of the rather informal approach of SMEs
towards strategic planning and environmental scanning.
Furthermore, the findings in this study contribute to propose a new theoretical framework,
which covers the emergent nature of SMEs, as advocated by Mintzberg (1994), strategic intent
as a summary of the motivation of SME executives (Prahalad and Hamel, 2006), and the
inherent characteristics of SME identified in this study.

Contribution to practice
Strategic planning is one of the most prominent tools of executives (Rigby and Bilodeau, 2015).
But little has been known how SME executives, who are often lacking organisational resources
and capabilities, perform strategic planning. In view of the organisational resources, this study
identified that a broader inclusion of the SME organisation into the strategic intent, scope and
process of strategic planning and environmental scanning could discover so far undiscovered
opportunities within the SME organisation. Firstly, the results show that SME executives and
the participants need a better understanding of the purpose, methodology and tools for strategic
planning. This study found out that the nature of strategic planning is limited to target-setting
rather than its initial idea of discovering new business opportunities. Thus, the author suggests
that to ensure efficiency but also increase the benefit of the strategic planning, SME executives
need more knowledge about the strategic planning concept or use stronger resources of an
external consultant to get support. The individual and personal engagement of the SME
executive considering the resources and capability of their own organisation. The study
revealed practices of SME executives, which can be adapted by other SME executives the way
strategic planning is configured and how information from the business environment is gathered
could provide useful insights. Notwithstanding, this study can help identify the major
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influencing factors of their own strategy and possibly adjust the focus to increase strategic
adaption to development in the business environment.
The strategy is a task that cannot be performed without the organisation or a team. SME
executives need to set up an environment and process that includes the relevant resources to
ensure that process is performed adequately and anticipate detectors within the organisation for
any strategy adaption due to business or environment-driven developments.
The strategy domain is dominated by the MNC context (Grant, 2003; Thompson et al., 2012).
The author suggests that SME executives and their strategic planning challenges need to be
more reflected in adopting strategy playbooks educated in business schools. Furthermore,
critical sources of information for SME executives, which are trade associations, need to
support SME executives to handle complex events. A resource-focussed view on the strategy
itself needs to be envisaged, demonstrating a powerful strategy tool and easy to maintain. The
classic path to a strategy plan, in which profound, long-lasting and intensive research is being
undertaken at the beginning of the process, is not required due to the size of the organisation
and the need to make fast decisions.

Limitations and suggestions for future research
There are limitations of this research related to research methodology and the context of this
study, preluding future research directions. The limitations of the chosen research methodology
have been discussed in (sections 3.4 and 3.5) and the research quality (section 3.6).
Firstly, the limitations concern the choice of interpretivism as the research paradigm, which
depends on the author's subjective views, perception, and reasoning. This thesis adopted semistructured interviews, allowing discussion with the interviewee rather than a straightforward
question and answer format (Bryman and Bell, 2015). The interviewees have been interviewed
about one of their core tasks, and there is a risk that this context could deem to be socially
desirable responses (Richman et al., 1999; Yin, 2014). Another limitation of this research,
which most qualitative studies share, is the relatively small sample sizes and the connected
difficulty to replicate or generalize the results (Bryman, 2008). For this research, ten SME
executives from ten different organizations have been interviewed. For triangulation purposes,
a focus group with six further SME executives and interviews with two experts from the SME
environment has been performed. As discussed in section 3.6, there is sufficient evidence in the
academic literature that the chosen qualitative approach with its sample data leads to valid and
reliable results. However, more data from more interviews or focus groups covering more
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people from the survey population could be beneficial, and as the closer the representative
sample is to the survey population, the smaller the possible deviations get.
A further limitation of this study is the national and cultural context of the unit of analysis, an
industrial SME in Germany. The national context matters in the SME context, as discussed in
section 2.3.2. The term “Mittelstand” is a specific term and a social-economic and cultural
factor in Germany, beyond the widely applied SME definition in other countries. All
interviewees and focus group participants came from the German-speaking cultural area. Thus,
the empirical data is valid for this research scope, and no empirical statements can be made as
to whether the findings can be translated one-to-one to other countries with their specific
context. However, the author suggests that the principal process of strategic planning and
environmental scanning can be transferred to different national or cultural contexts, whilst the,
e.g. role of ownership in SMEs, communication, communication of strategic content or external
influences on SME strategy can be adapted.
Based on the findings of this study, further research can be undertaken to understand better the
strategic decision-making family-led business and its impact on strategic planning.
Furthermore, the author suggests that more clarity is required about the role of customer
orientation after disruptive events, especially in view of recent events such as the Covid-19
pandemic situation. The SME executives have stressed resources as part of the SME's inherent
characteristics as a major inhibiting factor in performing strategic planning. The author of this
thesis suggests that future research needs to investigate the effect of resource planning and
allocation on strategic and operational duties. Furthermore, the impact of separating the
ownership and decision-making power of SME executives for the SME strategic planning
process is worthwhile to be researched in future, as current practices contradict the
recommendation of strategy scholars. Furthermore, further research on the proposed theoretical
model in 5.5. provides additional research suggestions to refresh the view on strategic planning
and environmental scanning in the SME context.
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7

Professional review and development

This chapter aims to present the author's motivations to undertake a Doctor of Business
Administration (DBA) and reflects on the personal, professional and academic development of
the author during the research.

Personal motivation and professional aims
There are different motivations related to the endeavour of undertaking a Doctor of Business
Administration degree. The author expects the doctoral degree to improve career perspectives
and broaden the option to work in an academic environment. The positive influence of a
doctoral degree on income has been researched and is well documented (Mertens and Röbken,
2013). A different perspective is that the author of this thesis belongs to the 3rd generation of
immigrants from Turkey. The authors' ancestors and parents took most of their lives to establish
the foundation of living by hard and dedicated work whilst adapting to a new language and
culture. Still today, after 60 years, origin and social standards play a vital role in the access to
education, career paths and overall living standards (Jackson, 2013; OECD, 2019; Shavit,
2007). With the doctoral degree, the author expects further to develop his career perspectives,
including the academic world, and raise the bar for the immediate and surrounding social
network, especially youth. Another intrinsic motivation to pursue doctoral research projects
was the curiosity about strategic planning in the SME context. Based on the practical experience
of more than a decade in the MNC context, the author has witnessed several crises and occasions
which has overthrown certainly believed paradigms, i.e. the financial crisis and its long-term
consequences. In an environment relying on mid-and long-term strategic plans and significant
efforts to ensure the best possible knowledge, the so-called “Black Swans” had a massive
impact. Related publications which have been influential on the authors' motivation to research
this topic have been among others Kahneman (2012), who advocated for a more detailed and
differentiated view on behavioural strategy and the cognitive processes, and Taleb (2010), who
did elaborate on the “Black Swan” phenomena. Moreover, the volatility of markets made it
increasingly difficult to foresee what could happen to result in uncertainties in the strategic
decision-making progress. The experience helped the author, who later worked in leading
positions in the management consultancy, better manage difficult questions or situations in
client projects. However, working in and for organisations with primarily structured and formal
strategic planning approaches, the author was interested in understanding how smaller
companies handled these challenges.
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Personal, professional and academic development
The DBA program had a significant impact on the author’s personal, professional and academic
development. The DBA program requires commitment and dedication, especially as most of
the studies have been performed remotely from a related academic environment. The author
was embedded in his personal and professional life, and the academic work on the DBA thesis
has been an additional task. During the DBA research phase, the author has been employed fulltime in leading positions in management consultancy with international travel and customer
projects. The author first has set up the conditions to undertake a DBA thesis by setting an
agreement with the employer, which included:
•

Knowledge and acceptance of the circumstances of the author during the DBA program

•

Agreed periods of free time for research and flexibility during winter and summer
seasons

•

Commitment by the author to perform during the DBA program as best as possible

However, due to the author's strong utilisation at work, it was still a great challenge to assign
time and concentration to the research. The author has used the time during travel and weekends
to progress. Thus, the IT infrastructure has been set to work remotely by setting a cloud for the
documents, files, thesis versions, and the citation management program to be more flexible.
That helped to continue with the research in any place at any time available. The challenge
remained, and reflecting on the experiences. The DBA program disrupts personal and
professional life that cannot be planned to the full extent.
Reflecting on the academic development, the author has recognized changes in how to approach
issues in personal and professional life. The research on different epistemological and
ontological perspectives and how it affects the human lens has been fundamental. It helped to
understand better the views and pre-assumptions of other professionals and academics in the
authors social and professional environment. In order words, it helped improve stakeholder
management and how the author addresses, e.g. concerns or solutions. In addition, the author
learned more about their own personality and the personal limits as the DBA period have been
a challenging time.
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