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According to the report on implementation of the European Commission, it is stated that in the years 2010 and 2011 there were up to 20.8 million of small and medium enterprises in the EU, 19.2 million of which were micro-firms with less than 10 employees. Despite the slight decrease in the number of SMEs, European Commission has concluded that in the years 2010 and 2011 “small and medium enterprises (SMEs) with their turnover have retained their position of "spine" of the European economy". In the Republic of Serbia, in comparison to the EU, percentage stake of small and medium enterprises in the total number of enterprises is larger and according to the figures from National Agency for Regional Development of the Republic of Serbia, in the year 2010 quantified 99.8% of the total number of enterprises. In the year 2011, number of newly established SMEs was reduced in comparison to the year 2010 and the number of closed SMEs increased, while employment rate declined by additional 3.5 percent. Technical and technological lag and lack of competitiveness of Serbian economy are still defined as key limiting factors for more efficient involvement in international trends. In the Republic of Srpska, during the same reporting period, small and medium enterprises and craft shops accounted for 99.6% of the total number of firms, and around 80.15% of total operating revenues. The aim of this paper is to explore ways how to manage the performances within the SMEs sector by focusing on micro and small enterprises and to determine the coherence of performance management with the implementation of the system of quality management. Apart from that, this study also aims at exploring the possibility for application of financial and non-financial parameters within the Balanced Scorecard technique for managing the performances in the enterprises surveyed, and all that in order to increase the competitiveness of a firm and thus competitiveness of the region as well. For the purpose of achieving previously mentioned objective, research has been conducted in the Republic of Serbia and in the entity of Bosnia and Herzegovina, Republic of Srpska. The study was carried out in three cities: Banja Luka, Kragujevac and Belgrade. The process of data collection was executed by surveying the owners or top management representatives of the companies, while the analysis was realized by using standard statistical tools and SPSS software. This paper contributes to the better understanding of managing micro and small enterprises and indicates the impact of standardization on the process of managing and decision-making process. On top of that, this work also stands for raising the awareness regarding the usefulness of the application of methods and techniques of performance management in running micro and small enterprises.
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Introduction

In the years 2010 and 2011, according to the report on implementation of the European Commission (2012), it is stated there were up to 20.8 million of small and medium enterprises (SME) in the EU, 19.2 million of which were micro-firms with less than 10 employees. Despite the slight decrease in the number of SMEs, European Commission (2012) has concluded that in the years 2010 and 2011 “SMEs with their turnover have retained their position of "spine" of the European economy". 

In comparison to the EU, in Republic of Serbia, percentage stake of SME in the total number of enterprises is slightly larger and according to the figures from National Agency for Regional Development of the Republic of Serbia (NARD,2011), in the year 2010 quantified 99.8% of the total number of enterprises. In the year 2011, number of newly established SMEs was reduced in comparison to the year 2010 and the number of closed SMEs increased, while employment rate declined by additional 3.5 percent (NARD,2012). 

According to the data from the official Competitive and innovation small and medium enterprises development strategy for the period of 2008-2013 (2008) entrepreneurs in the Republic of Serbia are aware of the lack of essential knowledge and skills; however they do not adequately use opportunities for additional training. Technical and technological lag and lack of competitiveness of Serbian economy are still defined as key limiting factors for more efficient involvement in international trends (NARD,2012)

In the Republic of Srpska, during the same reporting period, SME and craft shops accounted for 99.6% of the total number of firms, and around 80.15% of total operating revenues. (RARS, 2012). In comparison to the year 2010, when each SME employed 7 employees on average, in the year 2011 average number of employees was 6, which was characterized as the biggest hit in the SME sector in the observed year (RARS, 2013).

Based on the facts related to the decline of the average number of employed people, technical and technological obsolescence and the lack of entrepreneurs’ skills, the question whether these problems can be linked to the methods of management within these companies can be posed.

The aim of this paper is to explore ways how to manage the performances within the SMEs sector by focusing on micro and small enterprises (MSE) and to determine the coherence of performance management with the implementation of the system of quality management. Apart from that, this study also aims at exploring the possibility for application of financial and non-financial parameters within the Balanced Scorecard (BSC) technique for managing the performances in the enterprises surveyed, and all that in order to increase the competitiveness of a firm and thus competitiveness of the region as well. 

For the purpose of achieving previously mentioned objective, research process was organised in order to identify the number and type of performance indicators which are used by owners and top management in MSE in the process of performance management, to investigate the existence of statistical correlation and the intensity of eventual relationship as well as to suggest further directions of knowledge transfer in performance management towards MSE.

Research has been conducted in the two cities of Republic of Serbia (Belgrade, Kragujevac) and in one city (Banja Luka) of the entity of Bosnia and Herzegovina, Republic of Srpska. The process of data collection was executed by surveying the owners or top management representatives of the companies, while the analysis was realized by using standard statistical tools(Chi-square test, Cramer's test) and SPSS software. 

This paper contributes to the better understanding of managing MSE and indicates the impact of performance measurement on the process of managing and decision-making process. On top of that, this work also stands for raising the awareness regarding the usefulness of the application of methods and techniques of performance management in running MSE.

Literature review
Performance management can be defined as the process of quantifying action, with measurement as a process of quantification and action leads to performance (Neely et al., 1995). Garengo et al. (2005) indicate that performance measurement system can play a key role in supporting managerial growth especially in SMEs. However, Hvolby and Thorstensen (2000) suggest that only the most critical performance indicators be selected and utilised because SMEs have severely constrained resources.

The BSC is performance management system where object of measurement are divided into four groups of factors: customer perspective, internal business perspective, innovation and learning perspective and financial perspective. Kaplan and Norton (1992), authors of this concept, define that BSC balance both the financial and non-financial measures that a company uses. 

According to the literature data, recent scientific articles show increased popularity and usage of BSC. According to CIMA’s survey (CIMA,2009), the BSC is the most popular tool and considered as the one most likely to be adopted soon. Rigby and Bilodeau (2011) found out that BSC was one of the 25 most popular tools management tools and techniques. Giannopoulos et al. (2013) point out that BSC is a performance measurement and strategic management system which appears suitable for use by all types and sizes of business. 

Knowledge appears to be widely emphasized as a critical resource for an organizational success, and knowledge transfer in supporting knowledge management initiatives is acknowledged (Albino et al., 1999). Argote and Ingram (2000) defined knowledge transfer as the process through which knowledge is acquired in one situation and applied to another. Same authors argued an organization that promotes the transfer of knowledge among its members is more productive and more likely to survive than an organization that does not. 

In case of Serbia, Jankulovic and Skoric (2010) find that SMEs show lower levels of interest in collection performance measures and analysis. Jankulovic and Skoric (2013) found out that the main barriers and obstacles in PMS implementation are employees on the lower level and relationships between owner/management and employees. Finally, same authors point out that individuals that implement knowledge transfer are of a great importance and they are one of the prime motivators for successful implementation of performance measurement systems.  


Research methodology
This research was conducted as a descriptive study. For the purpose of the research process of this study, OM research methodology defined by Forca (2004). Based on the defined aim of the study and the main research question, research process was organised into two directions: a) Is there a correlation between MSE profile and the performance measurement in MSE, and b) Is there a correlation between the profile of the owner and top management in MSEs and the performance measurement in MSEs.

For research purposes, the connection between MSE profile and performance measurement, the following criteria has been used: 
- Age of a company 
- Type of activity
- Type of the market in which MSE operates
- Possession of a defined quality standard

Correlation of profile of owners and top management in MSEs and performance measurement, the research has been done through the following criteria: 
- Gender
- Level of Education
- Working experience

Correlation between both profiles and performance measurement has been done through two criteria: 1) The minimum number of parameters monitored in MSEs and 2) The minimum number of parameters per BSC category monitored in MSEs

The first criteria included the following rules:
• X > = 4 : If the total number of parameters of performance is greater or equal to 4, then it is considered that the MSEs monitor the performance
• X < 4: If the total number of parameters of performance is less than 4, then it is considered that MSEs do not monitor the performance to a sufficient level.

Under the second criterion BSC is defined by the following rules: 
• Xi > = 1, ΣXi >=4, i = 1,2,3,4 - MSEs monitor performance for each category within the BSC model
• Xi < 1, ΣXi < 4, i = 1,2,3,4 – MSEs do not monitor the performance for each category within the BSC model.

The target sample of this study represents the citizens of the Republic of Serbia and the Republic of Srpska employed in MSEs registered according to the Law on Registering Business Subject (2009) and Law on Registering Business Subjects in Republic of Srpska (2009). The observed discrepancies in the involvement of MSEs in the regions influenced the fact that the research was carried out in the leading regions, Belgrade and Banja Luka. Strategic investments undertaken in the economy of the region of Sumadia have affected the study to include a third area, the area of the city of Kragujevac. In the interest of equal consideration of the situation in these regions, it is defined that in each of the study areas, a minimum of 30 relevant interviews should be done.

Research and data collection was carried out in the form of an interview on the pre-determined questions. The questionnaire was composed of three categories of issues: the profile of MSE, the profile of the respondents, the performance measurement of MSE, and the quality management system in MSEs.

The data collection process was organised for a period of three months from December 2013 until February 2014. The data collection process involved a team of four post-graduate students. In order to increase the quality of research and the data obtained, the moderation techniques were used during the interview.

Analysis of treated data was carried out using the SPSS software version 1.6. Considering that the aim was to determine the association and dependencies between parameters, data analysis was carried out by chi-square test. Chi-square test shows whether there is a connection or not, but does not give an indication of how two variables are related. The general rule is that the results of the chi-square test are valid only if the value of the frequency in each of the contingency table fields are at least 5 (or at least 80 % of the cells must have a frequency of 5 or more). If the significant result is p ≤ 0.05, hypothesis H1 will be accepted (a statistically significant relationship), while in the opposite the hypothesis Ho will be accepted.

The correlation strength coefficient is measured as followed: Contingency coefficient and  Cramer's V coefficient. Cramer's V ratio was used for tables greater than 2 times 2, where in the connection strength of the conclusion is made based on the following criteria: 
· For the R-1 or K-1=1 is equal to 1-low (small) connectivity strength=0.01, the medium strength connection= 0.30, a strong strength connection=0.50; 
· For the R-1 or K-1 is 2 - low (small) connectivity strength= 0.07, medium strength connectivity=0.21, a strong connectivity strength=0.35.
· For the R-1 or K-1 is 3-low (small) connectivity strength=0.06, medium strength connectivity= 0.17, a strong connectivity strength=0.29. 

Results and findings
Through the realization of the process of data collection, entering, processing and data analysis 90 relevant questionnaires were obtained, 30 questionnaires per each region being investigated. Based on these answers, results are presented in accordance with defined directions of the research. 
MSE profile
The largest number of responses within this research was obtained from MSEs that are older than five years. The percentage of newly-founded enterprises was 16%. From the type of activity of MSE perspective, in this research, enterprises that are dealing with service activities were prevailing (71%). MSE that operate on the domestic market only or in the majority of cases make 92% of the total number of enterprises that were examined, while only 8% of enterprises put its products or services on the foreign market. Realised percentage ratio between so called ‘’mature” enterprises and “newly-founded” enterprises contribute to the relevancy of conclusions at regional level.
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Figure 1. Profile of MSE using age of the company criteria  type of  activity criteria and market on which MSE operates

MSE owner and top management profile

Out of the total number of business entities and shops only 26% are women entrepreneurs (SECONS, 2011). In this research, one in three respondents was female, which is consistent with the current percentage share of women entrepreneurship.
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Figure 2. Profile of MSE using gender of the owner and top management criteria

In the survey mostly participated respondents with higher academic education (55%), respondents with higher vocational education (14%) and respondents with secondary education (31%). Within the research no cases were found that an owner neither the representative of top management of MSE finished primary school only. The results show that the vast majority of the owners and representatives of the top management of MSE have significant work experience; actually 69% of respondents have more than 10 years of work experience. In addition, research results show that there is a significant percentage of owners of MSEs that have up to 2 and up to 5 years of work experience (14%).
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Figure 4 Profile of MSE using level of education and work experience of the owner and top management criteria

Performance parameters within BSC model
Results show that more than half of performance parameters which owners and top management in MSE are using belong to the group of financial parameters. On the other side, parameters in domain of innovation and learning are neglected. From statistics point of view, this would mean that owners and top managers in MSE would use 3 financial parameters, 1 customer parameter and 1 internal process parameter in average. In case of learning parameters, every third owner of MSE only would use one parameter in measuring performances.
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Figure 5 Usage of performance parameters in MSE per BSC category

Correlation between defined profiles and performance measurement

In the first step of descriptive analysis by calculating Pearson’s coefficient and the level of significance, it was founded that there is the existence of dependency between the age of MSE and minimum number of parameters that the owners and top management in SME use. In addition, Kramer’s coefficient of 0.329 indicates on the existence of medium level link.


Table 1. Results of Chi-square test for the criteria minimum number of performance parameters
	
	Chi square tests
	Symmetric measures

	
	Pearson Chi-Square
	df
	Asymp. Sig. (2-sided)
	Likelihood Ratio
	Asymp. Sig. (2-sided)
	Cramer's V
(Value)

	Cramer's V
(Approx. Sig)

	MSE PROFILE

	Age of company
	9.764
	2
	0.008
	10.447
	0.005
	0.329
	0,008

	Type of activity
	0.299
	1
	0.584
	0.301
	0.584
	
	

	Market type
	5.172
	3
	0.160
	6.607
	0.086
	
	

	Quality standard
	0.569
	1
	0.451
	0.574
	0.449
	
	

	OWNER AND TOP MANAGEMENT PROFILE

	Gender
	0.907
	1
	0.341
	0.901
	0.341
	
	

	Education
	8.159
	4
	0.086
	9,786
	0.044
	
	

	Working experience
	0.361
	3
	0.948
	0.364
	0.948
	
	



In case of the second criteria, by calculating Pearson’s coefficient and the significance factor, link between the type of the activity on which SME operates and performance measurement was found. In addition, Cramer’s coefficient of 0.445 indicates on the existence of the moderate link, however due to the ordered assumption regarding the minimum cell frequency, this result can be considered as alternative.

Table 2. Results of Chi-square test for the criteria minimum number of performance measures by BSC category
	
	Chi square tests
	Symmetric measures

	
	Pearson Chi-Square
	df
	Asymp. Sig. (2-sided)
	Likelihood Ratio
	Asymp. Sig. (2-sided)
	Cramer's V
(Value)

	Cramer's V
(Approx. Sig)

	MSE PROFILE

	Age of company
	0.300
	2
	0.861
	0.334
	0.846
	
	

	Type of activity
	1.593
	1
	0.207
	1.476
	0.224
	
	

	Market type
	17.837
	3
	0.000
	12.174
	0.007
	0.445
	0.000

	Quality standard
	0.433
	1
	0.511
	0.420
	0.517
	
	

	OWNER AND TOP MANAGEMENT PROFILE

	Gender
	1.007
	1
	0.316
	1.105
	0.293
	
	

	Education
	8.159
	4
	0.086
	9.786
	0.044
	
	

	Working experience
	2.095
	3
	0.553
	3.010
	0.390
	
	



Even though  previous research papers on performance measurement indicated on the correlation between performance measurement and possession of ISO 9001 standard in SME, results of the chi-square test have shown that in the case when the possession of the certificate is observed from the broader perspective it is not statisticaly confirmed. 

Conclusion
The results indicate on the existence of correlation between MSE profile and performance measurement, in the domain of minimum number of parameters that are monitored and in the domain of the use of the performance parameters per BSC model.

In the area of the minimum number of parameters that are monitored it is determined that an increase of the number of parameters through which performance of one MSE is measured increases with the number of years of existence of that MSE. Correlation between MSE’s profile and first examined condition of performance measurement was not determined through the type of the activity criterion neither through the market on which MSE operates criterion.

The findings of this research do not indicate the existence of the correlation between the profile of the owner and top management of MSE and performance measurement in the domain of minimum number of parameters that are monitored and in the domain of the use of the performance parameters per BSC model category through none of examined criteria.

Considering the poor results of statistical analysis between the profile of the owner and top management of MSE and performance measurement, knowledge transfer should be realized primarily in relation to the profile of MSE.

Knowledge transfer in performance measurement should be realized toward all MSEs, but primarily toward newly-established MSEs and MSEs that are not older than five years. By doing this, goal that MSEs monitor suggested minimum of performance parameters would be accomplished from the very beginning, and at the same time condition for the implementation of new ones would be provided as well. This will have an influence on owners and top management of MSEs to acquire basic knowledge and skills in measuring the performances, and increase likelihood of its use in the early stages of development of one MSE, which will, at the same time, lower the risk of failure or shutdown of MSE in the years that are predefined as risky. In addition, based on the findings on the use of parameters per BSC model category, it is concluded that knowledge transfer should be directed toward MSEs that operate solely or mostly on the domestic market.

Further research can reveal new discoveries in terms of models of performance indicators that are adjusted to the profile of MSE, the method of knowledge transfer from the performance measurement and that way contribute to the development of the unique theoretical research model regarding knowledge transfer from performance measurement that is applicable in other countries in the region and countries in transition as well.
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