Skill and competence needs of Small and Medium Enterprises [SMEs] and for the creation of new companies 


John Konrad�


Executive Summary and Key recommendations


The most important issue in this field is to increase the survival rate of SMEs through access to effective training and development processes that meet their short and longer-term needs.  This would increase employment, encourage a flexible, decentralised economy, and with flexible procedures and flatter organisational structures typically found in SMEs, would promote social inclusion.  


The promotion of suitable education for both new and existing entrepreneurs is a world-wide issue, which is given added urgency with the continuing internationalisation of the labour markets.  The broadening of the knowledge base of entrepreneurs is an issue where different countries and regions are developing examples of good practice in common. 


One of the most effective strategies is to develop the competence of professional workers at all levels as ‘reflective practitioners’ through a progressive ladder of rigorous qualifications.  This approach appears likely to meet identified SME needs when linked to a broad competency model that promotes both individual and organisational development and avoids simplistic mechanistic prescriptions.  


Structural measures to promote SME survival and growth as high performance enterprises include business incubators, research and development or technology centres or parks and apprenticeship promoting programmes.  The development of links between such measures and SME education and training is quite often inhibited by market failure in Labour and Human resource development. 


The following recommendations are being made:


Further research should be undertaken to identify significant aspects of institutional structures at local, regional and sector levels, which contribute to improving the effectiveness and efficiency of the Labour and Human resources at the respective level.


The development and proper implementation of parameters for high quality education and training based on the reflective practitioner model should be subject to pilot project developments and linked to use and possible refinement of the European Credit Transfer System [ECTS] in ways that meets the needs of prospective and current employees of SMEs.


The European Commission should use the opportunity presented by the new programme structures associated with its Agenda 2000 to promote effective locally co-ordinated action that provides a high-quality work force.


Collaborative conceptual, action, and applied research on the development of comprehensive competencies and qualifications for owner-mangers should be a high priority for all actors, policy makers, social partners, and practitioners. 
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I. Context


1. European Union


The European Commission's Enterprise Policy was presented to the Madrid European Council of 1995.�  The Commission then prepared the Integrated Programme in favour of SMEs and the Craft Sector�.  This paper has been elaborated for the European Centre for the Development of Vocational Training (Cedefop) and more especially for its handbook on ‘European trends in occupations and qualifications.  It ought to be located within the priority and objective designed to "strengthen the competitiveness of SMEs and improve their access to research, innovation and information technologies and to training".  Objective D of the Enterprise Policy Objectives refers to a particular focus to "Stimulate management training".� 


The Commission has adopted a Recommendation� concerning the definition of SMEs, which applies to all European Union Programmes and is as follows:


�
Medium-sized�
Small�
Micro-enterprise�
�
Maximum number of employees�
< 250�
< 50�
< 10�
�
Maximum turnover (million ECU)�
40�
7�
-�
�
Maximum balance-sheet total (million ECU)�
27�
5�
-�
�
In addition to meeting the criterion for number of employees, an enterprise must meet one of the financial criteria, and it must be independent in that less than 25% is owned by one or more enterprises falling outside the above definition.


The 1993 European Commissions’ White Paper on Growth, Competitiveness and Employment: The Challenges and Ways Forward into the 21st Century outlined the EU's approach to increase employment and to combat social exclusion, while also encouraging a flexible, decentralised economy. 


More recently, the Commission has sent to the Council of Ministers a set of Priorities on Fostering Entrepreneurship in Europe.  These proposed priorities include the promotion of specialised training in enterprise management and the development of synergy between universities and enterprises.�


The role of SMEs in the EU economy


SMEs employed two-thirds of the EU workforce in 1995, and in 1996, 19 million SMEs were set up with 110 million employees.  However, current Commission figures indicate that only half of SMEs survive after the first five years of operation.�  


"Net job creation in SMEs has more than compensated for job losses in large enterprises during the period 1988 to 1995.  Enterprises with fewer than 100 employees have been responsible for almost all the job creation at a rate of 259,000 net jobs per year."  [European Commission 1995: 3]�


The same report identified SME Training as a case of market failure in Labour and Human Resources.


"Although qualifications are a key to competitiveness, training in SMEs is undertaken significantly less often than in large companies, partly because the training does not meet SMEs' needs.  Initial training programmes do not always provide for the necessary multi-disciplinary skills and core competences they need.  Traditional away-from-the-job training is often unsuitable for SMEs and the training infrastructure is notoriously weak in sectors dominated by SMEs.  …  However, there is still insufficient creation of business and jobs in this sector [craft industry and small enterprises], due to a still inadequate level of vocational and management training for apprentices and potential new entrepreneurs.  … In the medium and long term, education and training should aim to encourage an entrepreneurial culture which will lead to business start-ups and job creation …" [European Commission 1995: 6, 12]


Overall, the picture of apparent stability in the proportion of workers in SMEs masks not only high turnover due to business failure, but also the swing away from manufacturing to service employment, especially in sectors such as tourism which in 1996 made up 6% of total employment.  [European Commission 1997:3]


The existing "Dual System" of Vocational Education and Training [VET] in Germany and some other EU member states developed in the 1950s.  At this time large manufacturing employers needed a rational, planned and systematically trained workforce.  With the collapse of the centrally controlled command economies in Eastern Europe and the shift towards the open, customer-focused variable production characteristic of SMEs, future patterns of training and education are likely to require open, learner-centred pedagogy.  This entrepreneurship-orientated training is more likely to be provided away from the employers' premises in order to meet the wide range of needs and situations�.  [McFarland L 1997: Chapter 11]


A recent research study on training provision for SMEs commissioned by the UK Department for Education and Employment [DFEE] which reviewed a wide range of research in the UK, North America and Australia confirmed many of the above findings.  In particular, the research concluded that:


a manager or an employee of an SME is less likely than one who works for a large firm to receive training, particularly job related or leading to an accredited qualification;


there is no obvious reason or conclusive evidence that the quality of training provided in small firms is worse than that provided in large firms;


the "market forces" explanation for the lower level of training in SMEs is more plausible than the "ignorance" explanation in that:


owners of SMEs are mainly concerned with short-term survival while many of the benefits of training, especially that leading to accredited awards, is longer term and represent significant returns to the individual and the economy rather than the employer;


employers believe that trainees in small firms will be poached by other [and larger] employers;�


there are less market forces and, for managers, less promotion opportunities, within an SME;


the wide range of needs exhibited by SMEs leads to diseconomies of scale for training providers.�


A local study confirms that there appears to be a mismatch between government policy stressing qualification achievement, and employers' priority for high quality, flexible, customised and company-specific training.  [Konrad et al 1998]


2. Asia-Pacific Region


Outside Europe, the most active area for development in supporting SMEs has been the Asia Pacific Economic Co-operation [APEC] group.  Following the establishment of the Ad Hoc Policy Level Group on SMEs [PLGSMEs] in February 1995, a number of projects and workshops were established.  Projects for 1998 include the creation of a distance learning training programme and the establishment of certification standards for small business counsellors.�  


The report of the second joint US-EU conference "Education and Training for an Innovative Work Force" held in San Diego in November 1994, has recently been published by the National Center for Research in Vocational Education at the University of California at Berkeley.�  [McFarland L 1997]


The common challenge faced by both the US and the EU is that under global pressure, businesses have to become much more responsive and demand flexible production, high skills, and innovative workers.  One of the US responses to this challenge has been the establishment of "incubators" which link SMEs and colleges more closely�.  


The "business incubator"


A US survey of entrepreneurs and business incubator managers was published in 1996.  This identified the following entrepreneurial characteristics:


business skills;


entrepreneurial skills;


technological skills;


motivational skills;


interpersonal and communications skills.


About one-third of the respondents felt they had no need of training and development services, with a similar proportion valuing individual on-site training and consultancy, and another quarter using periodic seminars.  The largest group of the entrepreneurs [40%] had learnt their business and technical skills by "working for a company" with "undergraduate/graduate coursework" accounting for 18% and 33% respectively.  The three main skill areas where further education and training was required were business [29%], entrepreneurial [18%], and technological [17%].  These results confirm the view that specific skills complement the personal qualities of the entrepreneur.  The study also indicated that universities were more appropriate sources of this education and training than two-year colleges.  [Hernades-Gantes et al 1996].  


Local Research and Development Institutes in Japan


The Japanese government has been continuously carrying out support measures for the technological upgrading of small and medium enterprises (SMEs).  These measures have used the unique scheme of “Kosetsushi” or public Research and Development Institutes which aim to remove obstructions to technological development and actively challenge SMEs to develop their own technologies to meet economic change.  This approach is based on the result of government research that found that 70% of the SME sector lacked support in the development of new products.  The local (prefecture) government manages the Kosetsushi with central government providing financial support.  There are currently 200 Kosetsushi in the 47 prefectures with a total budget of 1 billion US dollars.  The largest institute has more than 200 engineers, while 14 have more than a hundred.  In aggregate, they deal with some 450,000 technological issues and questions annually.  


Technological training to meet local needs is provided at cost for local SMEs, with support and consultancy in the use of the latest processing and measuring technologies provided free.  This approach has the benefits of promoting networking and communications which often enables SMEs to support and supplement each other's needs, thus achieving a broader take-up of new technologies than would normally occur with individual firms.  [Nakazawa 1996]


Overview


A common response to these issues has been to stress the importance of locally co-ordinated action where leadership emerges from local government, schools and colleges, business and community based organisations [in the UK, the Training and Enterprise Councils/Local Employment Companies performed a crucial role in the first half of the 1990s].  The Japanese approach is highly pragmatic, emphasising promotion of co-operation and networking between SMEs with central financial support provided through local government,


The influences on local action depend on a variety of factors.  In times of prosperity when skill shortages become a major issue, employers are likely to be interested in participating in programmes linking education and business and training initiatives directed at improving the supply of higher level skills.  In general, the research indicates that the main concern of low level operative and technology training is to help SMEs deal with practical problems that threaten their survival.  As SMEs become more mature and stable, they become more interested and disposed to becoming involved in longer-term issues such as raising the level of formal competencies through formal accreditation.�


If this essential provision of individualised support achieves a significant improvement in the survival rate of SMEs, workplace learning will also provide a basis for medium term developments of accredited competencies leading to vocational, undergraduate and postgraduate qualifications.  The provision identified in the next section is an example of the type of provision that achieves this goal.


In addition, central government or EU initiatives, such as the New Deal or ADAPT programmes create quality frameworks and incentives for local programmes.  The major incentive at a local level is the possibility of inward investment, which often depends on the availability of appropriately skilled workers and which can exert a major influence on the development of the SME sector as part of the supply-chain.  


II. Review of current provision of qualifications for SMEs


1.  Development of university qualifications 


The last decade has seen a number of innovative developments of qualifications at undergraduate and postgraduate levels in which the curriculum is defined by the work of the individual undertaking the qualification.  The United Kingdom has provided a number of examples of such innovations. 


1.1 Three case studies from the United Kingdom


The University of Stirling has developed the Learning in Small Companies [LISC] which works in partnership with local colleges to create a number of work based learning schemes leading to awards at pre-university level� as well as a Certificate in Small and Medium Enterprise Management [CSMEM].  A total of 28 companies mainly within the geographical area covered by the Central Scotland Local Enterprise Company [Forth Valley Enterprise] participated in the project.  The companies came from a range of industrial and commercial sectors and ranged in size from the micro level to the upper limit for SMEs.  Although some company managers were less interested than employees in qualifications, those based in the workplace were more likely to gain the support of employers.  The project tapped a reservoir of latent demand from those groups of employees who did not traditionally participate in continuing professional development [CPD].  The attraction of the CSMEM was as a custom-designed qualification in general management for SMEs.�  In line with the European Commission's 1995 White Paper on Education and Training� recommendation for "reintroducing the merits of a broad base of knowledge", the CSMRM is being developed through LEONARDO DA VINCI development funding as a transnational distance learning programme.� 


The National Centre for Work-based Learning Partnerships at Middlesex University� enables people to use learning from work to gain credit for academic programmes from a single module, to whole awards at certificate, diploma, degree, and postgraduate levels.  Specific modules are provided which enable participants to plan their own programme of learning using a mixture of planning, knowledge and skill development, and project modules.�  This uniquely flexible approach enables individuals to meet the needs and aspirations of their organisations and themselves.  One of over  50 partnerships developed is the formation of a B.Eng. degree with Anglia Polytechnic University for suppliers to the Ford Motor Company�


In the School of Professional Education and Development at Leeds Metropolitan University, the Short Course Accreditation Scheme [SCAS] provides a framework that enables employers to accredit internal staff training and development against academic credits both UK CATS and European CATS.  Progression is provided by a linked undergraduate / postgraduate award scheme where work-based learning programmes can be accredited up to a maximum of 50% of the credits for a particular year.  The remaining credits are earned through further modules, which mix taught modules [through direct teaching or distance learning], independent study modules, and projects.�  The University is building on its existing trans-national European Partnerships to plan the development of an accredited undergraduate programme for workplace trainers and mentors using the SOCRATES Institutional Contract and the mechanism provided by Action 6 of the ERASMUS programme.


These examples of programmes that meet the needs of full-time employees are particularly appropriate to the situation of SMEs where there is a wide diversity of need, coupled with a lack of sufficient numbers to make conventional courses viable.  In the examples of good practice referred to in this section, care has been taken to ensure that the staff involved in the management and delivery of this type of programme are fully supported by the policy and infrastructure of the University.  In two of these examples, EU Research and Development programmes have provided the means of adapting the innovation to the differing systems of member states.


These developments are not confined to the UK and there are many parallel developments in Australia where an important study identified the characteristics of the learning methods used by successful work-based learning programmes [Candy et al 1994]:


peer-assisted and self-directed learning;


experiential and real-world learning;


resource-based and problem-based teaching;


reflective practice and critical self-awareness;


flexible and open learning delivery.


The Australian experience of learning from reflection has been very influential, especially the concepts of preparation and reflection-in-action [Boud and Walker 1991].


1.2 The Australian experience


Southern Cross University is located on the north coast of New South Wales.  Through the Graduate College of Management, the Master of Business Administration [MBA] offers a range of electives through distance learning, including the use of teleconferencing; with opportunities for face-to-face contact at weekend workshops on and off-campus.  The programme operates a trimester calendar year that ensures that staff are available for 44 weeks in the year.  The full MBA is awarded on completion of 12 units, with a Graduate Diploma awarded for 8 Units and a Graduate Certificate after 4 Units.�  Entrepreneurship and Small Enterprise is one of the specialist streams, which introduces a primary unit on Concepts of Entrepreneurship.� This unit is a coherent part of a formal academic "… focus on management of the major business functions and business strategy. … Study materials are designed to emphasis the link between the conceptual knowledge gainer and 'real world' practice."�


This example indicates the limited extent to which the traditional MBA model can be adapted to SME needs.


1.3 North America


The W. Maurice Young Entrepreneurship and Venture Capital [EVC] Centre, University of British Columbia, Canada was founded in 1992 as a research centre, which supports degree programmes especially the MBA in Entrepreneurship and undergraduate coursework.  The Centre also runs workshop for local SMEs, principally in the area of business planning.  


The MBA is designed for students who will initiate their own venture or join emerging new enterprises.�  The structure of the programme is conventional, with a specialist core module in Entrepreneurship and New Venture Creation and option modules in Corporate Entrepreneurship, Technology Entrepreneurship, and Managing the Privately-Held Business.  Although this MBA programme is more specialised towards the high technology start-up companies than the previous example, it is mainly concerned with the education of new entrepreneurs. 


The School of Business and Economics at California State University, Los Angeles follows a similar approach.�  The School offers an undergraduate option in Entrepreneurship and a Certificate programme in Entrepreneurship and Small Business.�


The Donald H. Jones Center for Entrepreneurship in the Graduate School of Industrial Administration at Carnegie Mellon University conducts research and provides an Entrepreneurial Management Program for Chief Executives and Founders of Small and Mid-sized Companies.�  Participation is targeted at companies who employ 20 or more people with annual earnings of over $1 million.  The twenty week three-hour seminars are based on the graduate programme in entrepreneurship.  The School also offers specialist undergraduate and graduate programmes where "students learn the methods and philosophy of the entrepreneur and begin to view business from the entrepreneur's perspective."�  In addition to courses in Entrepreneurship and Entrepreneurial Management, opportunities are provided to gain credits through management projects, collaboration in the development of new products and independent studies.  These involve students working as consultants with owners of small businesses in the local Pittsburgh area.  


It is worth recalling Robert Reich's discussion on the role of Symbolic Analysts who 


"… simplify reality into abstract images that can be rearranged, juggled, experimented with, communicated to other specialists, and then, eventually transformed back into reality."  [Reich 1993: 178]


The effect of major universities and research centres, particularly when combined with good international communications is to act as a magnet for the most able and entrepreneurial.  


"…  America's symbolic-analytic zones remain, for the most part, wondrously resilient.  Within them, America's symbolic analysts continue to improve their abilities to solve, identify, and broker ever more challenging conceptual problems."  [Reich 1993: 240]


Overview


These innovative University level qualifications have met the need of SMEs for flexible and individualised programmes of accredited learning which educate and train working professionals as "reflective practitioners"�. 


2. Sub-University [Further Education] level


2.1 United Kingdom


Four National Vocational Qualifications [NVQs] for owners of Small Businesses were approved in June 1996�.  Of these, only one has attracted significant numbers of candidates.  The two Owner -manager qualifications are summarised below, together with the number of certificates awarded as at 30 September 1997.


Qualification�
Level�
No.  awarded�
�
OWNER MANAGEMENT-Business Management & Development�
4�
1�
�
Mandatory Units	 [5]


·	Develop the Business Plan


·	Implement the Business Plan


·	Improve Own Management of the Business


·	Manage the Finances of the Business


·	Review the Performance of the Business�
�
�
�
Optional Units	[3 required from 9]


·	Develop a Credit Control Policy


·	Develop and Implement the Marketing Plan


·	Develop and Implement the Sales Plan


·	Develop the Contribution of People to the Business


·	Export Products and Services


·	Obtain Finance for the Business


·	Obtain and Manage Business Premises


·	Plan the Finances of the Business


·	Purchase Products and Services�
�
�
�
OWNER MANAGEMENT - Business Planning�
3�
998�
�
Mandatory Units [3]


·	Determine the Legal and Financial Requirements for Setting Up and Operating the Business


·	Generate the Business Proposal


·	Plan the Business Operation�
�
�
�
Options [3 required from 4] 


·	Determine the Requirements for Monitoring and Controlling Business Operations and Quality


·	Evaluate and Develop Own Practice


·	Plan the Human Resource Development within the Business


·	Plan the Marketing Strategy for the Business�
�
�
�
This approach to the training and education of SME managers is still at an early stage, with only about 18 months since these qualifications were approved�.  At the same time, the mainstream management standards were revised in 1997 for the first time since 1990.  In this context, the achievement of almost 1,000 awards at level 3 in the first year would seem to be quite significant.  With the improvements currently under way in the quality and reliability of NVQ assessment, the relevance and impact of this qualification is worthy of further research�.  


2.2 Australia


Open Learning Australia co-ordinates a Small Business Management Training programme that covers 


individual modules/groups of modules such as negotiation, communication, management & leadership, and interpersonal skills;


the Certificate in Small Business Management [150 hours minimum] a nationally recognised and accredited programme delivered through self-paced distance learning by Institutes of Technical and Further Education [TAFE];


a Graduate Certificate of Small and medium Enterprise Management is provided by one University on a 26 weeks / 620 hours taught/distance mode.  It is designed for both those entering SME management and those wishing to advance and gain recognition for their existing knowledge and experience.


An interesting example of a TAFE programmes is described below.�


Certificate III in Small > Business Management > (Transport & > Distribution Industry) 


> Aim of Course


This course is for people entering small business > management or who are currently working within the > transport and distribution industry and would like to update or > increase their skills.  


> This is an accredited course, involving a nominal 200 hours of study.  > 


> Entry Requirements


> None.


Context


The course was customised for the transport and distribution > industry- especially for women whose partners were truck drivers, > couriers or taxi drivers.  This course has been very successful and > has been recognised as a great equity [i.e. contributing to equal opportunities] programme.  This was partly > because we included a comprehensive recognition of prior learning > program as well so the women did not have to do things where they > could demonstrate competence [e.g. time management].  The groups who complete the course are people who are new to a small business > or thinking of setting one up.


> Duration


> Students can complete modules at their own pace.  However, it would be > possible to complete all the modules in twelve months.


�
�
�
�
�
�
Module�
Cost  $ (Aust)�
�
OL670 Introduction to Small Business [compulsory core]�
56.00�
�
OL552 Financial Record Keeping for Small Business�
56.00�
�
OL671 Marketing & Sales Promotions�
28.00�
�
OL672 Customer Relations for Small Business�
28.00�
�
OL673 Time Management�
14.00�
�
OL551 The Business Plan�
28.00�
�
OL674 Monitoring Business Performance�
42.00�
�
OL675 Customer Driven Business Strategies�
21.00�
�
�
�
�
> MODULE DESCRIPTIONS


> Introduction to Small Business


> This core module introduces the concepts and factors > required to start or run a successful business within the transport > industry.  It examines the legal, marketing and financial implications > of setting up a small transport business.


> Financial Record Keeping for Small Business


> Enables the potential small business transport operator to set up and > use an effective financial recording system, including cash journals, > debtors, creditors, and petty cash and bank reconciliation.


> Marketing and Sales Promotion


> Covers the concept of marketing, market size, share, research, and > marketing mix as well as pricing, distribution, promotional and > competitive strategies.


> Customer Relations for Small Business


> Covers effective customer service, increasing the total number of > customers, providing quality goods and services, identification of > customer needs, staff training in customer service, handling customer > concerns and complaints, self presentation, strategies to increase > average sales per customer and quality standards.


> Time Management


> Covers time/task relationships, effective time management practices, > including common time wasters and ways to avoid them, a time > management plan, changing behaviour and the use of time management > tools.


> The Business Plan


> Covers the format and purpose of the business plan, processes > for successful planning, the marketing plan, the operational plan, and > the financial plan.


> Monitoring Business Performance


> Covers establishing and using measures of day- to-day profitability > and financial stability including, cash budgets and effective stock > control systems relevant to the transport industry.  > Examines target setting and performance evaluation against set > targets.


> Customer Driven Business Strategies


> Introduces the strategies that disclose customer perceptions and > reactions to the transport and distribution  industry products.  > Develops a quality plan that will remedy short term deficiencies and > produce long term acknowledgement of a consistent quality product.


As against this, the following view was expressed on the generality of these courses.


"Normally small businessmen like us do not do the courses available at the TAFE colleges in Australia.  Maybe that's why so many fail in the first 12 months of operation.  The people that usually go to these courses are young people that have just left school and before getting a job or maybe get a job and one of the requirements is that they must go to this type of course.  The other advantage with this course is if you are planning to enter into the corporate world then it's a good springboard to that."�


3. Canada


There are occupational guidelines for Small Business Owner-Operators  produced by the Sector Councils Steering Committee Secretariat at the Canadian Labour Force Development Board.�


III. The nature of Competence


1. Using competencies at work - the UK experience


Definitions


The early 1990s saw a growing debate on the nature and definition of competencies that focused on the chosen approach to competency.


"These competency frameworks are based, to a lesser or greater extent, on the following (alternatives):


A competency model which relates to 'an underlying characteristic of an individual which is causally related to effective or superior performance in a job' [Boyzatis 1982].  Competencies are expressed as the behaviours that an individual needs to demonstrate. 


A competency model which relates to 'the ability to perform activities within an occupation to a prescribed standard' [Fletcher 1991].  Competencies are expressed as minimum standards of competent performance."  (Strebler et al 1997: 3)


These distinctions are extended by a critical appraisal of the methodology of Functional Analysis used to develop the National Vocational Qualifications [NVQs].


"The notion of competence applied here has two characteristics.  First, that competence consists of specific behaviours on the part of individuals and that certain behaviours lead to superior performance.  Second, that these behaviours are associated with personal qualities  which are capable of being learned and developed.  Boyzatis proposes that effective performance will occur when three components are consistent with each other.  They are:


the individual's competences;


the job's demands; and


the organisational environment.


This would suggest that competence is situation specific.  [my emphasis]" (Stewart & Sambrook 1995: 97) 


In practice, the theoretical distinction between the behavioural and competence models is often blurred in practice.  The most important issue is that employers and employees should be clear about the focus [individual or job] and standard of performance [non-competent or competent or effective or superior].  


The starting point for the development of competence-based qualifications has been the analysis of occupational functions.  This involves a group of experts in the methodology of functional analysis, rather than the particular area of occupational competence, carrying out a top-down analysis of an occupational area using a model of competence based on "the whole work role".�


In the behavioural model, competencies help to define the values of the enterprise as being concerned both with individual and business development.  A typical example is the use of the Investors in People UK National Standard.�  


The "minimum standards" approach to competency is increasingly associated with the introduction of performance management and competency-based pay.  (Industrial Society 1996)  The newly privatised UK sectors, such as telecommunications, water, electricity and gas [the "utilities" sector] have made particular use of this approach.  Standards-based qualifications [in the UK, S/NVQs] have been associated with the early 1990s rise in unemployment, lack of job security and growth of multi-skilled rather than mono-skilled employment.  The contributory impact of financial institutions seeking to maximise shareholder value to the neglect of other stakeholders, especially the workforce, has recently been highlighted as a problem against the background of high rates of job creation in the US economy.  (Reich 1998)


The fundamental weakness of the UK approach to competence-based qualifications is related to the functional analysis approach referred to above.


"It is clear from the critical appraisal presented here that functional analysis has arguable weaknesses at a number of levels ...its philosophical and conceptual base is problematic, and empirical assessment of its application suggests failure to achieve claimed and expected benefits.  ...  There are two major implications …


First, … the result of this conception of competence and functional analysis is a concentration on a narrow range of technical skills.  Therefore, enhanced skill levels are unlikely to be developed. 


Second, purposes and values other than those associated with employment, which are traditionally pursued through education, are likely to be marginalised.  …


It is clearly our view that the method cannot be accepted as a valid and reliable tool for constructing a national system of vocational qualifications."  (Stewart & Sambrook 1995: 104-105)


This view is supported by a study of "expert workers" which showed that "expertise", unlike "competence", depended on both the amount of specific skills possessed and the ways that the workers organised their knowledge.  (Cornford and Athanasou 1995).  In addition, there is some evidence from the UK engineering industry to support the EU "social partnership" approach in that trade unions, workers' expectations, and past history will have an important impact on training decisions.  (Heyes 1993)  Distinctive management styles and business cultures, especially related to new technology and management development also limit the usefulness of the narrow, mechanistic approach of the current NVQ standards.  [Fletcher & Hardill 1995]


The above analysis indicates that the original NVQ model of competence-based qualifications was flawed. The small group of enthusiasts in control of development did not consider the fundamental methodological and ideological critiques of the approach.  This UK approach to workplace learning relied on a narrow, mechanistic, and somewhat incoherent framework of professional. The current reforms of the NVQ system, which are due for completion by September 1999, will need to be firmly rooted on rational, coherent procedures based on a modern, constructivist, cognitive framework, as well as being closely linked to the emerging needs of the enlarged EU.  Further research is required to monitor the impact of the NVQ model and other competence based qualifications on the needs of SMEs for accreditation of work-based learning.  


Ease of assessment and development of competencies: users' views
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�
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�
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Analytical skills�
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�
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This study suggests that the behaviours where development and assessment are easiest are those that employers regard as the least important for the medium and long-term growth.  The softer skill areas are difficult to assess because of the way they are defined, overlap with each other, are relative to particular situations, and are difficult to change.  [Strebler et al 1997: 48-59]


The flexible, individualistic and reflective strategies developed at University level do not fit the narrow, standardised and mechanistic approach used by the original competence-based qualifications.  As the range and level of competitive pressures on SMEs intensifies, high performance enterprises are those characterised by sound management development strategies.  [Quale, 1994; Smallbone et al 1995]


This study has identified a consistent pattern in the needs of SMEs for qualifications that accredit the competencies, knowledge, and insights that promote survival and growth.  Whilst the qualification frameworks will vary according to the particular structures of qualifications in member states,  the relevant common principles are relevance, flexibility, accreditation of workplace learning and the development of the reflective professional. 
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