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IMPACT OF THE SKILLS OF LEADERS ON THE 
MANAGEMENT OF ORGANIZATIONAL CHANGE IN SMALL 

AND MEDIUM ENTERPRISES 
 

Oliver Momcilovic1 
Sports academy, Belgrade, Serbia 

 

Gordana Nikolic 
Business School PAR, Croatia 

 

Slavko Arsovski 
Faculty of Engineering, University of Kragujevac, Serbia 

 
ABSTRACT 
Every science has three pillars: to write, to analyze the phenomena and to use the 
acquired knowledge to predict future states of behavior and performance. The scientific 
justification of such research is unquestionable because it is under-explored and 
underdefined, however there exists proven scientific knowledge of the role of leadership 
skills as a factor in addressing business change in SMEs. The main objective of the work 
is to determine whether the skills of leaders are key factors in the leading position of 
SMEs, i.e. to investigate and critically assess the level of business changes in the SME. 
The practical objective of the study was to use the results of the research to design a 
model that would contribute to a better concept of leadership. The final goal is to 
complement the established scientific knowledge on achievements of theoretical pursuit 
and to attempt to set leadership as a catalyst of developmental changes in SMEs. 
Therefore it is necessary to more accurately determine which agents of change are 
related to the reality that is being investigated, as well as to understand and anticipate all 
the possible negative effects of these changes on the overall effectiveness or 
performance. The scientific and social objective of this paper is to set forth a scientific 
description of the impact of leadership skills with the aim of improving the work and 
operations of SMEs, improving the effectiveness of SMEs, concurrently following the 
same model as in highly developed countries – those which have long used techniques 
of leadership in the cultivation of leaders. 
 

Key Words: leader, skills, understanding, motivation, business changes, small and 
medium enterprises 
 

JEL classification: M12, J24 

                                                                 
1 Address correspondence to Oliver Momcilovic, Ph. D., Sports academy, Vjekoslava Kovaca 11, 
11000 Belgrade, Serbia, E-mail: oliomaster@gmail.com 
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INTRODUCTION 
 
Today, the most important determinant of the competitiveness of small and 
medium-sized enterprises (hereinafter abbreviated as SME) is turning out to be 
an investment in people and their knowledge, education and skills – this is the 
determinant of competitiveness. The economy of a country depends on the 
intellectual capital that is possessed by an individual. It can be rightly said that 
the most important factor in the development of SMEs during times of a turbulent 
market are the skills and the ability of leaders to recognize the complexity of the 
environment so as to recognize modern trends and thus react at the right time 
and in the right way to the transformation and changes that are occurring in the 
environment. 
 
The changes that have occurred at the beginning of this century, in society and 
in the manner of adaptation to market changes, have affected the development 
of SMEs. Knowledge and skills in management and business decision-making in 
SMEs has become a major resource in order to successfully monitor the 
competition. In order for that capacity to be fulfilled, leaders need to recognize 
processes of change and to express a willingness to adjust to the environment of 
SMEs, and this is the focus of this research. 
 
 
On Skills of Leaders In Small And Medium-Sized Enterprises 
 

- The skills are: adaptability and positive behavior that enable 
individuals to deal effectively with the demands and challenges that 
they face every day. Leaders who want to stay on the road to 
becoming the most successful leaders have to meet the high 
demands and expectations that are expected of them in modern 
business. Prospective leaders of SMEs must understand: 

- The philosophy of leadership, i.e. the alignment of personal values 
with the expectations of employees in SMEs; 

- How to use emotional intelligence, thus gaining a tighter 
connection and a greater impact on all hierarchical levels of the 
SME and on its team; 

- The skills and processes of negotiation – building a personal 
communication style in SMEs; 

- Creating and building best practices – along with critical thinking, 
execution and global governance, as well as global management;  
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- The extent of their strength determines their impact on the growth 
and development of SMEs. 

 
A leader is one who knows the way, goes the way and shows others the way. 
Innovations distinguish leaders from followers.2 
 
The best illustration of a "skills map" was made by the University of Kent. It was 
found that there are three skill levels, all of which may be an integral part of the 
skills of each leader in SMEs: 
 

1. the basic skills of leaders are characterized by the following 
(sub)skills: professionalism in management (learning and 
performance), communication, teamwork, organization and 
planning and problem solving, 

2. the fundamental skills are characterized by the following (sub)skills: 
working under self incentive, writing, reading, cooperation, 
leadership, decision-making, research, analysis, data 
management, creativity and commitment to quality work, and 

3. specific leadership skills are characterized by the following 
(sub)skills: the enthusiasm to achieve goals, self-reliance, 
reassessment of conclusions, reporting, knowledge of foreign 
languages, telephone conversation, presentation, listening, giving 
and accepting constructive criticism, supporting other employees, 
presenting the positive aspects of their personality, employee 
motivation, assertiveness, persuasion of and influence upon 
employees, delegation, goal setting, action planning, establishing 
flexibility and a positive attitude in changing situations, working 
toward deadlines, priority setting, skills in the use and application of 
information and communication technologies, summing up the 
results of work, identification and evaluation tasks, classification 
and synthesis tasks, data collection, thinking outside of the box – 
foresighted thinking, learning new skills and knowledge, awareness 
and acceptance of responsibility. 

 
Based on numerous studies and the abilities and skills of graduates, which are 
most frequently required by employers such as: Microsoft,3 Target Jobs4, 
Prospects,5 BBC,6 NACE7 and AGR,8 in the top 10 are included:9 

                                                                 
2 http://www.brainyquote.com/quotes/authors/s/steve_jobs.html (12.02.2015.) 
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- Communication – can clearly and confidently express their ideas    
through interlocution; 

- “Roman city” – working confidently within a team; 
- Commercial awareness – understanding the commercial realities that   

affect an organization; 
- Analyzing and acting – collecting information systematically to  

establish facts and principles; 
- Troubleshooting; 
- Initiative and personal motivation – can act on the initiative, identify  

opportunities and is actively presents ideas and solutions; 
- Control – are determined to take action – constantly looking for better  

solutions; 
- Written communication – can clearly express themselves in writing; 
- Planning and organizing – can plan activities and carry them out  

through work; 
- Flexibility – successfully adapt to new situations and environments;  

and 
- Strategy – manage time effectively, separate out priority tasks and be 

able to work on a deadline. 
 

The most important leadership skills that will influence employees and SMEs to 
undertake the path of development and growth in the next five years are:10 
 

- Leadership skills 62%, 
- Management skills 62%, 
- Interpersonal skills 53%, 
- Innovativness and creativity 45%, 
- Resistance and durability 43%, 
- Technical specialist skills 40%, 
- Information and communication skills 40%, 

                                                                                                                                               
3 http://www.microsoft.com/sr-latn-rs/default.aspx (20.02.2015.) 
4 https://targetjobs.co.uk/ (20.02.2015.) 
5 http://www.prospects.ac.uk/ (20.02.2015.) 
6 http://www.bbc.com/ (20.02.2015.) 
7 http://www.nace.org/home.aspx (20.02.2015.) 
8 http://www.agr.com/ (20.02.2015.) 
9 http://www.kent.ac.uk/careers/sk/top-ten-skills.htm (12.03.2015.) 
10 www.rightmanagement.co.uk, The flux report, Building a resilient workforce in the face of flux    
  2014. (10.03.2015.) 
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- Sales and marketing capabilities 32%, 
- Ability to manage clients 24%, and 
- Other 4%. 

 
Wisdom is the ability of man to increase his efficiency. Wisdom is a value that 
requires the mental function referred to as reasoning (i.e., Trial) (Jennifer and 
Hartley, 2006). Wisdom can be defined as the symbiosis of knowledge and 
information. Some authors have characterized wisdom as "to know to do the 
right thing." (Chisholm and Warman, 2007). There will no longer be "poor 
countries", rather, only those countries in which "ignorance governs" (Drucker, 
1995). 
 
The leader who educates him/herself by observing phenomena and processes in 
the environment of SMEs, using his/her mind and gained experiences, and by 
putting this acquired knowledge into practice can be called a wise leader 
(Momčilović, et al. 2009). Wise is the leader who emerges from the backdrop of 
the SME, never perceiving incongruity, but rather perceiving a potentially 
broader order, along with everything else that occurs and happens in the 
environment. 
 
One of the conditions for the functioning of a modern SME is that its leader is a 
wise leader. Contrary to a wise leader, who is consistently accountable and 
constrained in relation to their decisions, there are other people in SMEs, who 
can often be not only stupid, but even impetuous, or perhaps talented and 
impatient in relation to the decisions that they make. In a few words, a wise 
leader is up to the task. Thus, a wise leader must always think ahead for their 
SMEs – not only on a day to day basis. Accidents rarely happen to a careful 
leader, because he/she is attentive, concerned, and premeditates his/her every 
move. The basic wisdom of a leader is his/her intelligence. 
 
It is very interesting to answer the question of which intelligence is most helpful 
to the leader in  the understanding of SMEs: rational (IQ) helps the leader to 
solve logical problems; emotional Intelligence (EQ) helps the leader to be aware 
of their own and others' emotions, using them to empathize, assessing the 
situation in which they find themself, along with the SME, and which should be 
properly responded to; and the spiritual intelligence (SQ) of leaders, which 
encompasses all known forms of intelligence. It is a necessary foundation for the 
proper functioning of rational and emotional intelligence. With the help of this 
intelligence, the leader puts his life and work into a bigger, richer and more 
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meaningful context. Through spiritual intelligence a leader assesses whether or 
not a particular procedure, decision or life path of the SME is more meaningful 
than by any other given means, both for the leader and the SME. SMEs 
participating in the race to acquire a smart, learned and wise leader, choose the 
path of success. 
 
Leaders of SMEs need not separate their work from their lives. They should use 
their own work and not just that of science in order to thereby enrich their lives, 
and personal life should be used in order to enrich their own work (Wright, 1959). 
 
Emotional intelligence is a flexible set of skills that are obtained and improved 
with practice. While some people are naturally more emotionally intelligent than 
others, one can develop high emotional intelligence, even if not born with it. The 
question is posed: How much of an impact does emotional intelligence have 
upon individual professional success? The short answer is: a lot! This is a 
powerful way to focus personal energy in one direction with huge results.11 
 
TalentSmart, the world’s number 1 "provider" for the emotional intelligence test, 
tests emotional intelligence along with 33 other important skills in the workplace. 
It was found to be the strongest predictor in the performance of a leader, 
revealing it as the element that delivers 58% of success in any type of work.12 Of 
all the leaders that they tested, they discovered that 90% of the top leaders are 
rich in emotional intelligence. Leaders with a high degree of emotional 
intelligence can make more money, averaging up to $29,000 more per year than 
people with low levels of emotional intelligence. The relationship between 
emotional intelligence and earnings is so direct that any increase in emotional 
intelligence increases the annual salary. These findings are valid for leaders in 
all industries, at all levels, in all regions of the world. Research has proven that 
no job has been found in which the ratio of performance and salary are not 
closely related to the emotional intelligence of leaders (Bradberry and Greaves, 
2009). 
 
In order for a leader to manage employees in SMEs, they must first have the 
ability to control themselves and their emotions. The emotional maturity of 
leaders is one of the most important factors for successful leadership. It allows 

                                                                 
11 http://www.forbes.com/sites/travisbradberry/2014/01/09/emotional-intelligence/ (08.03.2015.) 
12 http://www.talentsmart.com/ (08.03.2015.) 
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the leader self-control, despite the problems and obstacles encountered in SMEs 
and the personal insecurity and fear that at some point every leader feels.13 
 
Only the top leaders are, depending on the severity of a particular business 
situation, calm, rational and collected. Each leader must endure the criticism and 
dissent of employees, such that it does not have an affect upon them, and to 
fulfill their tasks even without receiving a reward. What distinguishes the top 
leaders? Leaders often have a high level of emotional intelligence (EQ), which is 
an additional feature of top leaders along with empathy for other employees. A 
quality leader of an SME has to know how to successfully control his/her 
emotions. The business practice rationale of a leader arises from the ability of 
the leaders to turn impulses and emotions into business tasks. There are 
numerous skills of leaders that have an effect on individual emotional 
intelligence, such as: self-awareness, good self control, social awareness, and 
ease in dealing with other employees. It often happens that some leaders in the 
business arena consider themselves to be above average intelligence because 
they have a high IQ, which is not necessarily true, because the goal at hand is 
more important than IQ. IQ is a lifelong constant, unlike EQ, which is constantly 
supplemented, and empirically it is the ability to understand other people and 
therein to find personal motivation; to know how to work with others (Gardner, 
2011). 
 
There are people who have above-average intelligence, but they are very limited 
in their personal management skills and in their dealings with others. No matter 
how high of an intelligence quotient they have, they cannot be leaders, unlike 
successful leaders who are of above average intelligence, but who have a high 
EQ coefficient. The control and the ability to recognize emotions is a so-called 
“sixth sense”, and one that can be most helpful to a leader in interactions and in 
gathering information from all employees in SMEs. Emotional leadership is the 
energy that leads to "fireworks success or failure in the ashes" (Arsovski and 
Nikezić, S., 2013). 
 
The emotional intelligence of a leader affects the elements of the organizational 
culture, and that further affects: 
 

                                                                 
13http://www.ekapija.com/website/sr/page/854088/Za%C5%A1to-je-emocionalna-inteligencija-
zna%C4%8Dajna-za-uspe%C5%A1no-rukovo%C4%91enje (19.02.2014.) 
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- the function and process of the adoption and acceptance of a vision by 
all employees in the SME – how a leader speaks with an employee and 
with that much more attention listens (Pschosolido, 2000); his/her 
opinion offers an interpretation of meaning, because he/she speaks in 
the name of the organization and thus directs the emotional reaction to 
a situation (Gardner, 1995). 

- the adoption of fundamental assumptions upon which are carried out 
conclusions concerning the value of SMEs – employed workers do not 
accept the new values that easily, but if these values help in practice, it 
will eventually stabilize any attitude toward them – especially with the 
help of leaders. The procedures that serve as an example have much 
more effect than declamation (Wever, 1989). 

- In defining the goals of the organization, where leaders become 
catalysts of these achievements ... 
 

For career development, leaders and employees in SMEs in Serbia affect 
transition processes. The role of career is integrated into the realization of the 
overall strategy and business plans of SMEs. The development of the leadership 
and potential of employed workers affects the market position of each SME. The 
highest value in career development is education. The initiative and flexibility of 
educated leaders are important elements in selection success and career 
development, not just good business results. Career leaders actively affect both 
their own personal image and that of the SME. 
 
Today, employees must continually improve in order to be ready to refocus and 
to keep up with changes. The concept of employees is becoming increasingly 
developed, in a theory known as an "elastic", flexible or "portable" career. In 
addition to employees managing their career and taking care of it, they have to 
contribute to the success of the organization. Gone are the days when the 
individual is tied to the organization where he/she began work, entrusting his/her 
career advancement to the organization. Today, organizations are increasingly 
becoming an instrument for the development of personal careers and they help 
satisfy the individual needs and career development of employees, and the 
individual must actively manage their career, all the while ensuring continual 
competitiveness while continuing to participate in increasingly complex and 
responsible tasks (Lojić, 2009). 
 
Every man makes choices in their own careers. Without continuous planning, 
development, management, and pursuit of interests and skills, (in the current 
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market economy), a leader cannot make progress in his career. The modern 
business climate allows SMEs to develop and grow at a faster rate than large 
businesses. SMEs are important for the labor market, because they provide 
opportunities for career advancement. Therefore, it is necessary to wisely look 
for an employer who gives good prospects for personal development and offers 
a work environment that meets personal preferences, and in an SME that can 
thrive (Ahmadi and Helms, 1997). The role of employers is a key potential step in 
a process which leads to a competitive advantage (Zikic, 2015). The employer's 
biggest challenge in an SME is to find and retain managers and leaders who will 
be productive in their company. The success of employed managers and leaders 
is their motivation; it is no longer dependent solely on the material rewards they 
receive, but also on the development possibilities of an SME (Camp, et al. 2004). 
 
In Serbia, leaders of SMEs develop a career on the basis of promotion, and its 
most important elements are: years of service, age or political affiliation. All this 
affects the potential that figures into SMEs with us. In addition to age and 
seniority, which are important to experience in the field of leadership in SMEs, in 
the development of quality leadership personnel the following elements are also 
very important: education, knowledge, skills, abilities, and business results; 
however these are either not taken into consideration or are inadequately taken 
into consideration as decisive factors for entry into and advancement in a 
leadership career in Serbian SMEs. 
 
This implies the presuppostion that currently in our companies education, 
knowledge and skills as key resources for a competitive advantage are not 
sufficiently appreciated. Serbian SMEs do not have developed systems of 
evaluation of work performance and behavior from which to get the necessary 
information needed for the quality management of the career of employees (who 
improve, in what way, on which grounds, etc.). It was anticipated that the system 
of development of a managerial career as developed in the SMEs of foreign 
investors who have been under my management would bring a new culture and 
value system in which education, knowledge and skills might serve as the basis 
for continued survival and development in a competitive environment (Vemić-
Đurković, et al. 2011). 
 
For each SME it is very important that their leaders can demonstrate existing 
and acquire new skills. These same leaders need to provide the same 
opportunity to their employees. Motivation is of great importance in the 
demonstration of skills, which means that the management and staff must be 
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well motivated in order to succeed together and to manage their skills in the 
SME. 
 
By creating an appropriate vision, the leader influences the development of their 
SME. It is very important that the leader has the ability to know how to make 
strategic and operational plans in an SME. The easier it is to accept new and 
positive ideas and initiatives of employed (creative) workers, the easier it will be 
to develop a special relationship with them and to achieve better business 
communication. In addition to being creative, a leader must have the ability to 
fairly and effectively delegate tasks to employees. A leader must be a wise 
motivator – a catalyst for change in SMEs. 
 
The leader should be just in rewarding employees, in preventing conflicts and in 
encouraging a professional exchange of views, and must remain calm in 
stressful situations. The ability to understand the feelings of employees must be 
developed constantly. He must follow his/her words and deeds. In this way, the 
leader gains confidence in employees and they in him. The emotionally and 
socially stable leader is an intelligent leader. 
 
 
About Business Changes in the Leadership of SMEs 
 
Deviation from some state indicates a change. Change is not only a necessity in 
life, it is life.14 Change, just as it affects people, also affects an SME. Changes 
can be: positive and look to the future and take chances, or negative – 
destroying and making a company regress. What yesterday was good, today is 
not and vice versa. Changes from yesterday will possibly bring positive change 
for today, but tomorrow may bring adversity to SMEs. The leader must always 
carefully assess changes in order to be successful in their SMEs (Ristić, 2008). 
 
To be a better leader is to change, and to be a quintessential leader means to be 
continually altered. In contrast to changes bringing only problems, those in the 
business are equivalent to an extension of life. It is not enough for leaders to 
have experience in SMEs in order to track changes; they must have the gift of 
observation and the skill to use attained experience to acquire new experience. 
In business life, leaders are faced with a variety of options for action in 
addressing problems created by change. Companies experience some change 

                                                                 
14 http://alvintoffler.net/?fa=galleryquotes (22.03.2015.) 
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in response to changes in the environment and the strategy of the company, and 
since the company's strategy changes under the influence of environment, this 
shows that the environment is really the most important factor in the changes of 
a company. Alternatives that a leader should be well aware of in any situation 
are: whether to modify, change or reject change. 
 
Leaders take responsibility for the fate and survival of SMEs. From a static and 
stereotyped means of leadership, leadership is transformed into a flexible 
management model. The focus of management has been transferred from the 
manager to leader, with the function of taking action. For SMEs and its leaders, 
the most important element is a tolerance of and openness to change and new 
ideas. The equation of the openness of SMEs to change and ideas is as follows 
(Thompson, 1992): 
 

         

 
                                                                                 

                     
 

 
By reducing the component of failure when generating adverse ideas, the 
number of new ideas increases. The saturated number of new ideas increases if 
a number of new ideas is stimulated, and especially if they are implemented, or if 
they are assessed as a safe failure and quickly brushed to the side. The 
openness of SMEs to ideas increases if ideas are based on shared values and 
the vision of SMEs. We conclude that this is an indisputable task and the 
responsibility of leaders in an SME (Adžić, 2004). 
 
The most common errors that have caused the changes in SMEs to fail are 
(Kottler, 1996): 
 

- An attempt to change SMEs without communicating the importance of 
the imperative to change to its employees. 

- If the leader of SMEs does not accept changes, they are impossible, 
however, if he/she accepts them, then he/she and must have a certain 
charisma regardless of competence, since SMEs rely on tradition and 
are inert with regard to changes. 

- The vision of the SME inspires and directs the actions necessary for its 
realization; it is the key to change. 

- If most or all employees in the SME do not want to change, then it is 
impossible. 
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- The obstacle to change in an SME may be a single person – one who 
holds a high position. 

- Many employees do not want to be part of change, insofar as they do 
not act immediately or they do not see immediate rewards or 
whereupon they do not celebrate short-term victories. 

- Whilst the changes do not penetrate deep into the culture of SMEs, 
which usually takes 3-10 years, the introduction of new approaches is 
sensitive. 

- Changes can be traced all the way back to values and norms and even 
to one employee in an SME. Analysis and understanding of the 
resistance to change is a key task of business leaders in SMEs. 

 
The first four stages consist of eradicating the status quo. Stages 5-7 acquaint 
us with the new practice, and the last phase roots the change in the corporative 
culture of the SME. It is a mistake to skip the first four stages. Before proceeding 
from  stage to stage, it is important that the previous stage is one hundred 
percent complete (Adžić, 2004): 
 

1. Establishing a sense of urgency; 
2. Creating a ruling coalition; 
3. Developing a vision and strategy; 
4. Communicating the vision of change; 
5. Training associates for broad action; 
6. Generation of short-term wins; 
7. Consolidating gains and producing further changes; and 
8. Anchoring the new approach in the culture. 

 
Changes in SMEs are the job of the business leaders, not the managers, 
constituting between 70-90% of leadership, but only 10-30% of management. 

 
The factors that are essential for the success of changes are a clear vision, a 
unique and determined team that implements changes, training participants and 
communication with all those who at various levels should implement changes or 
who through their resistance could thwart change. All radical changes require 
excellent leadership. It's not your job to become a leader, your job is to become 
a complete and true you – to direct all of your skills, values and energy into the 
realization of the vision that you accepted (Bennis, 2003). 
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A key factor in the development of SMEs is the capacity for their management. 
Only good technique can provide: timely and adequate adjustment to the 
structure of the SME’s complex structural changes in its environment along with 
good performance, and the dynamic and stable development of the SME, 
through maintaining and strengthening its position in the global market. 
 
The leader obtains the basic estimates and forecasts for the future state of the 
SME by the collection of and processing of information and from data from the 
environment. These forecasts cannot be 100% reliable, because in order to find 
out the future of an SME, we have to know  a lot more about its objectives, 
measures and activities. A picture of the future developmental environment of an 
SME is determined by (Ristić, 2007): 
 

- Changes – that should be made to ensure the continuity of the  
competitive position, 

- Chances – that are open to the SME in the event of changes in the 
environment, and 

- Risks and constraints – that for the SME result from estimated changes 
in the environment. 
 

The quality of the development of an SME is expressed through its market 
position. No matter how well designed an organizational chart, SMEs will not 
function effectively if the mechanisms that connect all elements or parts are not 
in place, coordinating and directing them towards realization of set goals and 
tasks (Arsovski and Nikezić, 2013). 
 
Learning is a process in which knowledge is created. Therefore, organizational 
learning can be considered a process of organizational knowledge. Knowledge is 
a static category and learning is a dynamic category. Organizational learning is a 
process through which organizations acquire, manipulate and use knowledge. 
The essential characteristics of a learning organization are: systemic problem 
solving, acceptance of new approaches, learning from experience, learning from 
the experiences of the competition and rapid transfer of knowledge throughout 
the organization. A learning organization is an organization that is able to create, 
acquire, and perform a transfer of knowledge, thus modifying behavior in such a 
way that reflects the newly acquired knowledge. 
 
SMEs that are continuously improving, perfecting and rapidly creating the skills 
necessary for the future may be defined as Learning Organizations or Learning 
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SMEs (Levinson and Asahi, 1995). SMEs and leaders must collaborate with 
other companies in order to more easily adapt to the external environment, 
thereby improving their performance and enhancing organizational capacity. The 
vision of the leaders is the driving force of the  SME – it is important for the 
choice of strategy and for making a profit. Based on the vision that is defined, it 
is necessary to set up a business plan, i.e. real activities that need to be made 
according to certain time dynamics. SMEs need to learn to use the information 
gathered from the environment, because its leaders need to "seek the truth 
regardless of where it comes from and what it costs." 
 
In SMEs, employees should rely upon their own knowledge and judgment, as 
well as that of their colleagues, in order to properly decide what to do given 
certain situations (related to the tasks that they perform). In our SMEs, to 
continue to so in the unsatisfactorily (old) way, not developing learning SMEs, 
would mean undermining the SME itself. As a result, it happens that: important 
information or ideas do not reach those who need to make decisions about them, 
employees do not have enough time to learn and grow, and unhealthy internal 
competition within the SME begins to ensue. 
 
Leaders are required to use their special skills and characteristics in order to 
manage the knowledge of the SMEs, and doing so demands figuring a turbulent 
environment into a feasible work. In order for Serbia to move forward in the 
process of EU accession, we need radical organisational changes in all areas, 
including SMEs. Taking into consideration that changes create and drive a 
leader, his/her role in SMEs in the Serbian economy is indispensable and 
indisputable. 
 
It is very important that the leader and staff workers of SMEs have a positive 
attitude towards changes in relation to the micro-macro environment and 
innovation. A leader must deliver strategic and operational decisions that 
translate as quickly as possible into stock, meanwhile seeing to it that employed 
workers support the vision and mission that has been set out. Quality, a 
systematic approach and the timely monitoring of changes in the environment of 
SMEs is very important for leaders and for SMEs. A leader will successfully cope 
with the changes in the market and the environment if he/she is familiar with the 
competitive position of the SME at hand. The integrity of information regarding 
changes in the SME should be timely. For the production or service program of 
an SME, the introduction of new products or services in an SME’s offering is 
vital. In order to introduce a new product or service in a selection, leaders need 
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to deal with: researching the possibility of the introduction of and the flexibility of 
new products or services, the speed of changes under poor technological and 
business processes, innovation and agility in business... 
 
 
RESEARCH 
 
Based on a set of theoretical considerations, the theoretical systematic model is 
defined and the research methodology is composed. The theoretical model of 
the system is composed (Figure 1) and consists of the observed character skills 
of leaders, which represent the independent variable and the observed factor of 
business changes, which in turn represents the dependent variable in the study. 
The main hypothesis of the model is in accordance with the aforementioned 
formula: 
 
H00 - "Skills of leaders (SL) that significantly affect the acceptance of 
business changes (BC) in SMEs". 
 
Figure 1 Systematic model 

 
 
 
 
 
 
 
This study: "Impact of the skills of leaders on the management of organizational 
change in small and medium enterprises", originated from a pair of online studies 
that were conducted in cooperation with the Center for Quality, Faculty of 
Engineering, University of Kragujevac, and which were derived from the 
TEMPUS Project: 543.662-TEMPUS-1-2013-1-ME-TEMPUS-JPHES 
"Improvement of partnership with enterprises by enhancement of a regional 
quality management potential in WBC" and the PhD thesis of Dr. Oliver 
Momčilović "Development of leadership skills for effective change management 
in SMEs". It was presumed that the validity of the research was good, and that 
there must be a certain number of experts in leadership and change 
management in SMEs, and that that was insufficient only in Serbia. An online 
questionnaire was sent to more than 150 electronic addresses of experts in the 
field of leadership in the following countries: Croatia, Bosnia and Herzegovina, 

Skills of leaders in SMEs (SL) 

Business changes in SMEs (BC) 
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Montenegro and Serbia, such that this professional study represents an 
international professional research. The first online study served to standardize 
the main online questionnaire. A total of 54 expert opinions were processed. The 
results of the research of experts were processed by factor analysis (due to an 
excessive amount of information: this data has not been provided in this paper). 
 
Factor analysis resulted in the breakdown of existing observed characteristics of 
the theoretical systematic model. Thus, the observed factor of leadership skills 
was broken down into two observed characteristics/factors: the perceptive skills 
of leaders and the motivational skills of leaders. Subsequently, a main standard 
online questionnaire was sent out to more than 300 electronic addresses of 
SMEs in Serbia. A total of 140 leaders were evaluated, which were then broken 
down into 70 leaders from service SMEs and 70 leaders from manufacturing 
SMEs. From this data arose a newly derived systematic model (Figure 2). 
 
 
Correlation and regression analysis for the derived systematic model 
 
Figure 2  Derived systematic model 

 
 
 
 
 
 
 
For correlation and regression analysis of the theoretical model, we look at the 
properties of three test variables, the three observed characteristics, or factors: 

- The dependent variable is a significant characteristic of Business 
change. 

- Independent variables show the following observed characteristics: the 
Perceptive and the Motivational skills of leaders. 

 
The interpretation of the Pearson correlation is as follows: 

- In (Table 1) are shown the descriptive statistics for the observed 
characteristics: factor scores, standard deviation and number of 
observations (cases/respondents). 

 
 

Perceptive skills of leaders in 
SMEs (PSL) 

Motivational skills of leaders in 
SMEs (MSL) 

Business changes in SMEs (BC) 
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Table 1 The descriptive statistics for the observed characteristics: Business changes, 
Perceptive and Motivational skills of leaders 

Descriptive Statistics 

 Mean Std. Deviation N 
Business changes 4.2393 .65555 140 

Perceptive skills of leaders 4.2100 .78156 140 
Motivational skills of leaders 4.1871 .75872 140 

 
In (Table 2) the correlations for observed characteristics are given. 
 
The number of cases in the sample N = 140 is correct and has no missing data. 
The direction of the relationship between the independent variables of the 
observed factor of the perceptive skills of leaders and the dependent variables of 
the observed factor of business change is positive, which means that between 
these two variables there is a positive correlation. The strength of the correlation 
was r = 0.800, and is strong for the observed characteristic skill of the Perceptive 
skill of leaders and business change. We can conclude a strong positive 
correlation between the two variables, i.e., to conclude that the larger the 
observed factor of the Perceptive skills of leaders, the larger the observed factor 
of Business change. 
 
The number of cases in the sample N = 140 is correct and has no missing data. 
The direction of the relationship between the independent variables of the 
observed factor of the Motivational skills of leaders and the dependent variables 
of the observed factor of Business change is positive, which means that between 
these two variables there is a positive correlation. The strength of correlation 
was r = 0.826, and it is strong for the observed characteristic of the  Motivational 
skills of leaders and Business change. We can conclude a strong positive 
correlation between the two variables, i.e., to conclude that the larger the 
observed factor of the Motivational skills of leaders, the larger the observed 
factor of Business change. 
 
The number of cases in the sample N = 140 is correct and has no missing data. 
The direction of the relationship between the independent variables of the 
observed factor of the Perceptive skills of leaders and the observed factor of the 
Motivational skills of leaders is positive, which means that between these two 
variables there is a positive correlation. The strength of correlation was r = 0.846 
and it is strong for the observed characteristic of the Perceptive skills of leaders 
and the Motivational skills of leaders. We can conclude a strong positive 
correlation between the variables, i.e., to conclude that the larger the observed 
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factor of the Perceptive skill of leaders, the larger the observed factor of the 
Motivation skill of leaders. 
 
Table 2 Correlation of observed characteristic: Perceptive skills of leaders, Motivational 
skills of leaders, and Business changes 

Correlations 

 
Business 
changes 

Perceptive skills of 
leaders 

Motivational skills of 
leaders 

P
ea

rs
o

n
 

C
o

rr
el

at
io

n
 Business changes 1.000 .800 .826 

Perceptive skills of leaders .800 1.000 .846 
Motivational skills of leaders 

.826 .846 1.000 

S
ig

. (
1-

ta
ile

d
) 

Business changes . .000 .000 
Perceptive skills of leaders .000 . .000 

Motivational skills of leaders 
.000 .000 . 

N
 

Business changes 140 140 140 
Perceptive skills of leaders 140 140 140 

Motivational skills of leaders 140 140 140 

 
In (Table 3) the valuation of the model (Model Summary) is to calculate the 
coefficient of determination (R Square) r2 = 0.718, which shows us what 
percentage of the variance of the dependent variable is explained by the model 
and the multiple correlation coefficient (R) r = 0.847, which is the strength of the 
association between variables. This means that 71.80% variability of the 
dependent variable of the observed factor of Business changes can be explained 
by the influence of the independent variable of the observed factors of: the 
Perceptive skills of leaders and the Motivational skills of leaders. Here the 
variables are strongly correlated – they are related, and that is a rather good 
result. 
 
Table 3 The evaluation model for the observed characteristics: Business performance 
related to quality of life, understanding the skills of leaders, Motivational skills of leaders, 
and Business changes 

Model Summaryb 

Model R R Square Аdjusted R Square Std. Error of the Estimate 
1 .847a .718 .714 .35065 

a. Predictors: (Constant), Motivational skills of leaders, Perceptive skills of leaders 
b. Dependent Variable: Business change 

 
In order to evaluate the statistical significance we examine (Table 4) ANOVA. 
Herein are the results of the tests of the null hypothesis: that r2 of the population 
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is equal to 0. The statistical significance is (Sig. = 0.000), which basically means 
that p <0.0005. 

 
Table 4 ANOVA 

АNOVАa 

Model Sum of Squares df Mean Square F Sig. 
1 Regression 42.889 2 21.444 174.402 .000b 

Residual 16.845 137 .123   
Total 59.734 139    

a. Dependent Variable: Business change 
b. Predictors: (Constant), Motivational skills of leaders, Perceptive skills of leaders 

 
From (Table 5) Ratios (Coefficients) it can be determined which of the 
independent variables in the model contributed to the prediction of the 
dependent variable. We look at column "Beta" under "standardized coefficients" 
(by absolute value, disregarding the negative signs). In this case, the largest 
beta coefficient is 0.524, which in turn is the value of the observed factor of the 
motivational skills of leaders, and which means that the independent variable 
individually contributes most in explaining the dependent variable of the 
observed factor of Business change. In the column Sig. we note the extent of the 
contribution of the variables in the equation (value Sig. <0.05.) In this case, the 
variable makes a significant contribution to the unique equation. 
 
Table 5 Coefficients 

 

 
 
 
 
 
 
 
 
 
 

To assemble the regression equation, unstandardized coefficients in column (B) 
in (Table 5) are used. The equation is: 
 

                          
 
 

 

Coefficientsa 

Model 
 

Unstandardi
zed 

Coefficients 

Standardi
zed 

Coefficien
ts t 

 

Si
g. 
 

95,0% 
Confidence 
Interval for 

B 

Correlations 
Collinearity 
Statistics 

B 
Std. 

Error 
Beta 

Low
er 

Bou
nd 
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nd 

Zer
o-
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al 
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rt 

Toleran
ce 

VIF 

1 

(Constan
t) 

1.08
4 

.172  
6.3
18 

.00
0 

.745 
1.42

3 
     

Perceptiv
e skills of 
leaders 

.299 .071 .357 
4.2
01 

.00
0 

.158 .440 
.80

0 
.338 

.19
1 

.285 
3.5
09 

Motivatio
nal skills 

of 
leaders 

.453 .073 .524 
6.1
63 

.00
0 

.307 .598 
.82

6 
.466 

.28
0 

.285 
3.5
09 

a. Dependent Variable:  Business change 
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or 
                  

                                                                               

 
In the case of a high interdependence of the independent variable, there occurs 
a multicollinearity such that an assessment of the regression coefficients can be 
very unstable and inaccurate. Therefore, attention should be paid to the 
indicators of multicollinearity of the independent variables: the level of tolerance 
and growth factor variance (Variance Inflation Factor (VIF)). The values of the 
tolerance levels vary within a range from 0 to 1, and it is desirable that it be close 
to 1. In this case, the maximum level of tolerance is 0.285, which means that the 
independent variables are slightly correlated with other independent variables. 
The growth factor variance ranges from 1 to 10, and preferably it should be close 
to 1. In this case, the maximum value of VIF is 3.509. We can conclude that both 
measures of collinearity for all independent variables can cause potential 
problems in multicollinearity, so in this case a systematic model is applied, with 
the main hypothesis being H00 - Leadership skills (SL) significantly affecting 
the acceptance of Business changes in SMEs (BC) – can be accepted. 
 
The first diagram (Diagram 1) provides a diagram of standard regression 
residuals (Normal P-P Plot of Regression Standardized Residual) shows the 
values of expected cumulative probability (Expected Cum Prob) and the 
observed cumulative probability (Observed Cum Prob). Here we see that there 
are no major deviations from the norm, most of the values follow the line from 
the bottom left to the top right hand corner of the diagram. 
 
Diagram 1 Standard regression residuals of the dependent variable of the observed 
factor of Business changes 
 

 
 
 
 
 
 
 
 
 
 
 

Business changes 
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In (Diagram 2) the distribution of standard residuals is shown (Scatter Plot); the 
values of the Regression standardization of the remaining value (Regression 
Standardized Residual) and the Regression of standardized predicted values are 
shown. Here it is necessary that the results are grouped around the value 0, in a 
rectangular form. This is precisely the case with us, although there are a couple 
of differences, which do not affect further research. 
 
Diagram 2 Distribution of standard residuals of the dependent variable of the observed 
factor of Business changes 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
In (Diagram 3) is shown the Unstandardized and Standardized Estimates of the 
performed systematic model. These estimates were obtained by modeling in the 
software IBM SPSS Statistics AMOS Version 22 x64. Estimates are fully in 
agreement with the aforementioned estimation and structural equation. 
 
 
 
 
 
 
 
 
 
 
 

Business changes 
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Diagram 3 Unstandardized and standardized estimates of the performed systematic 
model for the dependent variable of the observed factor of Business changes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
By (Diagram 4) use of the software Microsoft Office Excel 2013 Version 15 x64, 
a partial regression equation and coefficient of determination (R Square) 
r2=0.6400 was obtained, which shows us how much  variance of the dependent 
variable is explained by the model. This means that 64.00% of the variability of 
the dependent variable of the observed factor of Business change can be 
explained by the influence of the independent variables of the observed factor of 
the Perceptive skills of leaders. Here the variables are strongly 
correlated/related, and that is quite a good result. The following specific 
hypothesis is accepted: H011 – Perceptive skills of leaders (PSL), significantly 
affects the acceptance of Business changes in SMEs (BC). The partial 
regression equation is: 
 

                   
 
or 
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Diagram 4 Dispersion diagram for the observed factor of Perceptive skills of leaders and 
Business changes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
In (Diagram 5) are the Unstandardized and Standardized Estimates of the 
performed systematic model. These estimates were obtained by modeling in the 
software IBM SPSS Statistics AMOS Version 22 x64. Estimates are fully in 
agreement with the aforementioned estimation and structural equation. 
 
Diagram 5 Unstandardized and standardized assessments performed with a systematic 
model for the dependent variable of the observed factor of the Perceptive skills of 
leaders and Business changes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
In (Diagram 6) using the software Microsoft Office Excel 2013 Version 15 x64 a 
Partial regression equation and the coefficient of determination (R Square) 
r2=0.6820 was obtained, which shows us how much the variance of the 
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dependent variable is explained by the model. This means that 68.20% of the 
variability of the dependent variable of observed factor of Business change can 
be explained by the influence of independent variables as seen by the observed 
factor of the Motivational skills of leaders. Here the variables are strongly 
correlated/related, nonetheless it is quite a good result. The following specific 
hypothesis is accepted: H012 - Motivational skills of leaders (MSL) 
significantly affect the acceptance of Business changes in SMEs (BC). The 
partial regression equation is: 
 

                   
 
or 

 
                                                              

 
Diagram 6 Dispersion diagram for the observed factor of the Motivational skills of leaders 
and Business change. 

 
 
 
 
 
 
 
 
 
 
 
 
 
In (Diagram 7) are shown the Unstandardized and Standardized Estimates of the 
performed systematic model. These estimates were obtained by modeling in the 
software in IBM SPSS Statistics AMOS Version 22 x64. Estimates are fully in 
agreement with the aforementioned estimation and structural equation. 
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Diagram 7 Unstandardized and standardized estimates of the performed systematic model for 
the observed characteristic of Motivational skills of leaders and Business changes. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

CONCLUSION 
 

Business changes should be accepted as a necessary tool and something that is 
constant and natural for SMEs and their leaders and employees in order to 
succeed in improving business performance. SMEs have limited potential in 
leadership, however because of this, leaders of SMEs need to constantly change 
and monitor changes in the environment. 
 

Leaders need to work to assure that they explain to owners of SMEs and 
employees the necessity of the development of skills and the monitoring of 
business changes in the environment. Owners of SMEs, employees and leaders, 
must be creative and see to it that all understand the changes in a unified way. 
Therefore, they need to be educated and to constantly acquire new knowledge 
and skills. It often happens with us that employees cannot understand the 
management style of their leader for the reason that the dynamics of change in 
thinking and work are not integrated. Therefore, it is necessary to foster the right 
attitude about the dynamics of change. 
 

In order to lead to progress in the SME, leaders must create a sustainable vision 
and to adapt to new market conditions, and at the same time prevent the trend or 
tendency to decline and the blocking of the development of their own 
businesses. That is why leadership and leaders are important. 

MSL MSL 

BC BC 
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