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Title of the Master’s Thesis: 
Analysis of Human Resource Management Practices in Small and Micro 
Enterprises in the Czech Republic 
 
Abstract: 
This thesis analyses human resource management (HRM) practices in small and micro 
enterprises in the Czech Republic with the goal of developing recommendations for 
improvement of their HRM practices. The theoretical part provides background knowledge 
about small and micro enterprises in the Czech Republic, HRM in general and specifics of 
HRM in SMEs. It is followed by an elaboration on the three foci of this thesis: recruiting, 
training and development and retaining of qualified and experienced employees. Based on 
this theoretical fundament quantitative and qualitative research has been conducted in 
cooperation with Perfectia with the purpose of understanding the following: the HR function, 
what are the most challenging and time-consuming HR tasks for small and micro enterprises, 
how do they recruit, train & develop and retain employees and how important is HRM to 
small and micro enterprises. The hypothesis that most small and micro enterprises do not have 
formulated HR strategies (and if so aligned them with their business strategy) has been 
confirmed. The analysis and synthesis of the results from both the theoretical and empirical 
part are the basis, on which five key recommendations have been developed.  
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1 Introduction 
 
Human resource management (HRM) in small and micro enterprises in the Czech Republic is 
a crucial topic to be analyzed because of its importance for the economy, for enterprises and 
people, because of the ongoing war for talent and because of insufficient research in this field 
in the past.  
Why are small and micro enterprises so important for the economy and the people living and 
working in the Czech Republic? Small and micro enterprises employ more than 50% of the 
working population, compose 99,1%1 of the total number of enterprises in the Czech Republic 
and contribute with 29 bn. EUR1 to the GDP, which constitutes 35,6% of total value added 
(European Commission 2012: 1). 
After the term war for talent was first coined in 1997 by Steven Hankin and described by 
Michaels et al. in their homonymous book, both researchers as well as business people across 
the globe agree upon the existence of war for talent and face an increasingly competitive 
landscape for recruiting and retaining talents today (Williams 2000: 1).  
In general human resources are essential for the success of an enterprise and are often the 
source of a competitive advantage2, because they have the “capability to convert the other 
resources (money, machine, methods and material) into output (product/service). The 
competitor can imitate other resources like technology and capital but the human resources 
are unique.“ (Tiwari, Saxena 2012: 670). Especially for small enterprises “human resources 
play a vital role in developing and sustaining their competitive advantages” and at the same 
time they “encounter serious human resource problems” (Brand 2002: 2). This observation 
has also been made by Tomáš Rajniak, who works as a business mentor for small and micro 
business at Perfectia3. This thesis is written in cooperation with Perfectia in order to assess 
the HR challenges faced by small and micro business in the Czech Republic and generate 
recommendations that can be used by Perfectia and small and micro enterprises and thus 
create value and have practical impact. 
Researchers have long been focusing on human resource management in large enterprises. 
Since the middle of the nineties the academic discussion about HRM in SMEs has intensified 
and research gaps have been identified and have started to be filled in step-by-step. However, 
there has not been much distinction between small, medium and micro enterprises, despite 
significant differences in the reality of human resource management of 5 or 2504 people. 
Therefore the aim of this thesis is to dig one level further down and analyze specifically small 
and micro enterprises. HRM practices are constantly evolving and developing further among 
others driven by technical progress. Thus, the need to combine state of the art HRM practices 
and its applicability to small and micro enterprises is self-evident. 

                                                
1 Estimate for 2011 from the Structural Business Statistics Database (Eurostat) 
2 The competitive advantage concept was developed by Porter in 1985. 
3 A detailed profile of Perfectia can be found in chapter 3.3 
4 Definition of SME as defined by EU and CZ (European Commission 2003: 6; Ayyagari et. al 2007: 33)  
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1.1 Research objectives and questions 
 
The aim of this research is to enhance the discussion of HRM practices in small and micro 
companies in the Czech Republic and to develop recommendations how human resources can 
be better managed in small and micro companies in the Czech Republic. This shall be 
achieved through the synthesis of theoretical concepts with quantitative and qualitative 
research. Both the theoretical and empirical part focus on the following research questions: 
 

• What is the role of the HR function in small and micro businesses (who 
performs the HR tasks, how are HR responsibles trained, how important is the 
HR role for the companies)? 

• Do small and micro enterprises in the Czech Republic formulate HR strategies 
and if yes, are they aligned with their overall business strategy? 

• Do they record their HR practices in written form or do rely on unwritten or 
adhoc best practices? 

• How important is HRM for small and micro enterprises in the Czech Republic? 
• Which HR tasks are most challenging for small and micro businesses? And 

which tasks are most time-consuming for them? 
• How do the recruit, train & develop and retain their employees? 

 
The objective of the next part of the thesis is providing recommendations how small and 
micro enterprises in the Czech Republic could tackle these challenges and how Perfectia 
could help its customers to fight these challenges.  
 

1.2 Research methodology and model 
 
The methods used in order to answer the research questions and reach the objective of giving 
recommendations will be threefold. The first part of my thesis is based on literature research 
including journals, books, newspaper articles, studies, reports e.g. by the European Union and 
the Boston Consulting Group. Based on this knowledge a questionnaire has been developed, 
which has been sent out and distributed to small and micro enterprises (both online and paper-
based). In addition to this quantitative part a qualitative interview with Perfectia business 
mentor Tomáš Rajniak has been conducted in order to deeply understand the HR challenges 
faced by small and micro enterprises. 
As demonstrated in Figure 1, the empirical part has been based on the theoretical fundament, 
which in combination enables a profound analysis of the qualitative and quantitative results of 
the study. This deep analysis and synthesis of literature research with qualitative and 
quantitative results is the foundation of the recommendations for Perfectia and small and 
micro enterprises in the Czech Republic. 
 
 
 



   

12 
 

Figure 1 – Research model 

 
(Created by Lange) 

1.3 Structure of the thesis 
In the beginning of the thesis key terms are being defined in order to guarantee the same 
understanding. For the same reason the landscape of small and micro enterprises in the Czech 
Republic is depicted with a focus on its significance for the Czech economy and the sectors 
that they are most active in. 
The core of the theoretical part is thorough research about the origins of HRM, its purpose, 
main characteristics, most important concepts, the emergence of strategic human resource 
management (SHRM), the HR function in organizations, the impact of HRM on enterprise’s 
performance, trends in HRM and this part is rounded off with a critical view of HRM. The 
reason why HRM is first introduced in general and subsequently with a specific focus on 
HRM in SMEs is the fact that comprehensive research on HRM has been conducted in the 
past decades, but the field of HRM in SMEs is still evolving and lacking sufficient literature. 
Besides a concise general literature review, a more detailed literature review is integrated into 
the theoretical part referring to the respective chapters.  
Due to the breadth of HRM three HR challenges were selected, based on its impact and 
relevance for small and micro enterprises. These three challenges – recruiting, training and 
development and retaining, are elaborated upon in the next three chapters with a focus on 
practical solutions, which are the foundation for the later developed recommendations. 
The third part starts with an introduction to Perfectia and the surveyed enterprises and is 
followed by the presentation and evaluation of the results of the quantitative and qualitative 
study. 
The forth part, connects insights and results from the previous parts and based on that five 
recommendations with a focus on practical applicability are formulated. 
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Throughout the study demand for further research has been identified and suggestions for 
further research a provided in the fifth part. 
The conclusion summarizes the main findings, reveals the contributions of the thesis to 
research and answers the initially stated research questions. 
 

1.4 Literature review 
 
While literature is being reviewed throughout the theoretical part corresponding to each 
chapter, the aim of this chapter is to highlight the most important literature. A central piece of 
literature of this thesis is the HRM book by Michael Armstrong (2006). The reason why it 
qualifies for being key literature is his approach of combining theoretical background 
knowledge with state of the art practices, which matches the approach of this thesis.  
The academic discussion about human resource management in SMEs has mostly started in 
the 1990ies. This was mainly initiated by Hornsby and Kuratko (1990), who published a 
comprehensive literature review and identified critical issues to be researched more in detail. 
More than ten years later not much has changed, because Anderson (2003: 1) observes that 
“the increasing attention on human resource management (HRM) in small and medium 
enterprises (SMEs) is a comparatively recent phenomenon. HR-researchers have largely 
ignored SMEs”. Today we can observe an increasing number of publications on HRM in 
SMEs, however, a distinction between SMEs and small and micro enterprises is rarely to be 
found. In addition most articles examine a specific country or industry, but large international 
studies or frameworks applicable across boarders are rare. A trend can be observed that most 
literature in the field of HRM has its origins in the USA and especially in Great Britain, where 
the CIPD5 largely contributed to HRM research. Literature from the Czech Republic is mostly 
in Czech language and thus not available to the international research community. 
 

1.5 Scope and limitations 
 
This thesis is clearly focused on human resource management in small and micro enterprises 
in the Czech Republic. Due to limited literature on small and micro enterprises it partially 
relies on research about SMEs. Another limitation of literature research was given by 
language. Despite my advanced Czech knowledge it is not sufficient for evaluating academic 
literature. Therefore the thesis mainly relies on English speaking literature. 
The empirical part was limited in several ways. First, the quantitative study is based on a 
sample of 33 enterprises, representing various business sectors and company sizes. However, 
with a small sample size, caution must be applied, as the findings might not be transferable to 
all small and micro enterprises. Most of the surveyed enterprises are located in Prague, which 

                                                
5 The Chartered Institute of Personnel and Development (CIPD) is the world's largest Chartered HR and 
development professional body with a tradition of 100 years (http://www.cipd.co.uk/cipd-hr-profession/about-
us/default.aspx) 
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limits the transferability especially with regard to recruiting as this may be even more 
challenging in less populated regions.  
Considering the breadth of human resource management the current research was limited by 
focusing on three main challenges: recruiting, training and development and retaining. 

2 Theoretical part 

2.1 Small and micro enterprises 
 
With the purpose of creating the same understanding of key terms and concepts used in this 
thesis they shall first be defined and elaborated upon. 
 

2.1.1 Small and micro enterprises defined 
 
The most commonly used definition of small and micro enterprises is provided by the 
European Union, which defines them together with medium enterprises according to the 
number of employees, turnover or balance sheet total as displayed in Figure 2.  
 
Figure 2 – Definition of SME 

Company category Employees Turnover or Balance sheet total 

Micro < 10 ≤ € 2 m ≤ € 2 m 

Small < 50 ≤ € 10 m ≤ € 10 m  

Medium < 250 ≤ € 50 m ≤ € 43 m 

(Source: European Commission 2003: 6)  
 
In the Czech Republic the definition provided by the European Commission is widely used 
for several reasons. One reason is the general supremacy of European Union law over 
national law of member states (European Commission 2008: 7), but the main reason is the 
extensive cooperation between the EU and member states in supporting micro, small and 
medium-sized enterprises. As stated in the Commission’s Directive 2003/361/EC the aim of a 
unified definition “by the Commission, the Member States, the European Investment Bank 
(EIB) and the European Investment Fund (EIF) would improve the consistency and 
effectiveness of policies targeting SMEs” (European Commission 2003: 1; Ministerstvo 
průmyslu a obchodu, 2009). The most significant policy is the Small Business Act (SBA), 
which is the “EU’s flagship policy initiative to support small and medium-sized enterprises 
(SMEs)” (European Commission 2012: 1). 
 
For several reasons from here onwards the distinguishing criterion for small and micro 
enterprises will be the number of employees: it allows a clear distinction, in the context of 
human resource management the number of employees is the most important criterion out of 
the three applied by the European Union and when conducting research, enterprises are more 
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likely to disclose information about their number of employees rather than about their 
turnover or balance sheet total. 
 
Defining small and medium sized enterprises not only from the quantitative side with 
numbers of employees, but from the qualitative side will provide us with valuable insights 
relevant for managing human resources in small and micro enterprises. Nooteboom (1994) 
identified three core characteristics of small enterprises – personality, independence and small 
scale – and Brand & Bax (2002) derive a set of features from there. The behavior of small and 
micro enterprises is determined by the personal influence of one or a few persons (e.g. owner) 
and thus driven by personal motivation and goals as has been observed by Duberley & Walley 
(1995), Wagar (1998), Bacon et al. (1998), Baron & Kreps (1999), Koch & De Kok (1999) 
and Brand & Bax (2002: 5). Due to the enterprises independence and maneuverability the 
personal goals of the owner can actually be pursued (Baron & Kreps 1999; Brand & Bax 
2002: 5). This is connected with the next characteristic of SMEs: flexibility. Flexibility has 
been attributed to SMEs by Storey (1994) and Levy & Powell (1998) and can be 
differentiated between external and internal flexibility (Brand & Bax 2002: 5). External 
flexibility refers to an organization’s ability to influence its environment. SME’s capabilities 
to influence its environment are clearly limited. But Koch & De Kok (1999) pointed out that 
thanks to their core characteristics they can “change their environment by changing their 
strategic niche” (Brand & Bax 2002: 5). Their internal flexibility, which is the capability to 
adapt the organization itself (Ansoff 1965), is obviously more significant. The smaller amount 
of bureaucracy faced by SMEs connected to their core characteristics is believed to enable 
them to react flexibly to changing conditions (Levy & Powell 1998; Brand & Bax 2002: 5). 
However, so far research has not provided satisfying empirical proof regarding the flexibility 
of SMEs. Brand & Bax (2002) emphasize that “it is the personal attitude of the small business 
owner that determines whether the flexibility potential that is definitely present in every small 
firm gets used.” 
 

2.1.2 Enterprise, business, company and organization defined 
 
The commonly used abbreviation SME includes the word enterprise. But what is the 
difference to a business, a company or a firm, an organization and why are we using the term 
enterprise? 
An enterprise can be a business or company and it is an “entrepreneurial activity, especially 
when accompanied by initiative and resourcefulness” (Business Dictionary: 2013). So it is a 
broader term than business, which is “an organization or economic system where goods and 
services are exchanged for one another or for money” and it “requires […] enough customers 
to whom its outputs can be sold on a consistent basis in order to make profit. Businesses can 
be privately owned, not-for-profit or state-owned” (Business Dictionary 2013). The term 
company is more specific than business and defined from a more legal viewpoint. A company 
is “organized to carry on a business. Types of companies include sole proprietorship, 
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partnership, limited liability, corporation, and public limited company” (Business Dictionary 
2013).  
Organizations are defined as “a social unit of people that is structured and managed to meet a 
need or to pursue collective goals. All organizations have a management structure that 
determines relationships between the different activities and the members, and subdivides and 
assigns roles, responsibilities, and authority to carry out different tasks” (Business Dictionary 
2013). Organizations have particular purposes, such as a business or a government department 
(Oxford Dictionary 2013). Organization is a broad term including governmental and non-
government, for profit and non-for profit organizations. The focus of this thesis will be on 
non-governmental for profit organizations. The term organization is the broadest of all 
previously defined and is generally used in academic publications and theoretical concepts, as 
it comprises all types of analyzed institutions. Therefore it will be used in the theoretical 
background. Otherwise the term enterprise will be applied in this thesis due to the practical 
approach of this thesis and the inclusive meaning of the term enterprise, embedding both the 
term business and company.  
 

2.1.3 Small and micro enterprise landscape in the Czech Republic 
 
Micro and small enterprises play a major role in the SME landscape and in the Czech 
economy constituting 99,1% of enterprises, out of which 95,4% are micro enterprises. These 
numbers show us that micro enterprises clearly dominate the SME landscape. Together, small 
and micro enterprises, contribute 29 billion € to the GDP, which constitutes 35.6%. Providing 
more than 50% of employees in the private sector with work, small and micro businesses play 
an important role in society, followed by medium-sized enterprises who employ another 20%, 
which is a total of more than 2.3 million people (European Commission 2012: 1). As the 
numbers show, the impact of small and medium-sized enterprises as a driving force for the 
economy, for employment, the social climate and technological advancement is significant 
and thus shapes the economy and society (Ipodnikatel 2011).  
 
Figure 3 – SMEs in the Czech Republic – number, employment and GDP 

 ♯ of Enterprises Employment Value added to GDP 

 
  

Czech Republic        EU 27 Czech Republic           EU 27 Czech Republic EU 27 

Number       Share         Share Number        Share         Share Bn.€        Share         Share 
Micro 889.707 95,4% 92,2% 1.055.675 30,9% 29.6% 16 19,9% 21,2% 
Small 34.591 3,7% 6,5% 659.681 19,3% 20.6% 13 15,7% 18,5% 
Small & 
Micro 924.298 99,1% 98,7% 659.681 50,2% 50.2% 29 35,6% 39,7% 
Medium-
sized 

6.642 0,7% 1,1% 673.286 19,7% 17.2% 17 20,3% 18,4% 

SMEs 930.94 99,9% 98,8% 2.388.642 69,9% 67.4% 46 55,9% 58,1% 
Large 1.379 0,1% 0,2% 1.026.940 30,1% 32.6% 36 44,1% 41,9% 
Total 932.319 100,0% 100,0% 3.415.582 100,0% 100,0% 82 100,0% 100,0% 
(Adapted from: European Commission 2012: 1) 
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When analyzing the activity of small and micro enterprises in the Czech Republic, we have to 
rely on data for SMEs because there is no breakdown available for small and 
microenterprises. The latest available data by the Czech Statistical Office dates back to 2011.  
The figure below clearly shows that the largest sectors, measured by the four given indicators, 
in the Czech Republic are industry, wholesale and retail and other services. 
 
Figure 4 – SMEs in the Czech Republic - Sectors 

(adapted from Ministry of Industry and Trade, Czech Statistical Office 2012) 
 

2.2 Human resource management (HRM) 

2.2.1 Origins and definitions of HRM  
 
Tracing the origins of HRM we need to research into two directions: the academic evolution 
and discussion of HRM and the business reality of managing human resources, which self-
evidently have influenced each other. The business reality has determined academic research 
and the results of academic research have affected HRM practices.  
 
Marciano (1995) delineated the “Origins and development of human resource management” 
in his homonymous article in the academic debate and identified three groups of definitions. 
The first one was originally coined by Drucker (1954), reinforced by Bakke (1959), Beer et 
al. (1984), Lewin (1991) and others who view employees as valuable assets and not as costs 

 Indicator 

 Active entities 
(♯)                    (%) 

 

Staff headcount 
(ths. of persons) % 

Performance 
(mil. CZK)       (%) 

Book value added 
(mil. CZK)       (%) 

Agriculture, 
forestry, fishing 

1,461  
0.1  

69  
3.7 

101,924  
2.5 

29,850  
2.2 

Industry 173,292  16.2  598  32.2 1,514,756  37.3 407,968  30.4 
Construction 162,099  15.2 199  10.7 528,206  13.0 129,186  9.6 
Wholesale and 
retail trade 

227,184  
21.3 

367  
19.8 

563,952  
13.9 

247,370  
18.4 

Transportation 
and storage 

37,721  
3.5 

99  
5.3 

254,283  
6.3 

65,704  
4.9 

Accommodation 
and food service 
activities 

55,918  

5.2 

97  

5.2 

101,696  

2.5 

34,770  

2.6 
Information and 
communication 

34,818  
3.3 

53  
2.9 

142,260  
3.5 

57,512  
4.3 

Financial and 
insurance 
activities 

25,601  

2.4 

18  

1.0 

42,321  

1.0 

29,641  

2.2 
Other services 348,760  32.7 356  19.2 815,398  20.1 340,296  25.4 
Total 1,066,784  100.0 1,856  100.0 4,064,795  100.0 1,342,297  100.0 
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factors in need to be reduced. HRM is seen as a “broad general managers’ function which 
deals with the proper management – understanding, maintenance, development, utilization, 
and integration – of individuals in the work place” (Marciano 1995: 226).  
 
The second group of definitions – represented by Henneman et al. (1980), Peterson and Tracy 
(1979), Robbins (1978), Strauss and Sayles (1980) and others – identified by Marciano 
interprete HRM as a new synonym for personnel management and believe into “the existence 
of set of best or acceptable practices for making effective use of workers and attempts to 
detail these” (Marciano 1995: 226).  
 
The definition of the third group has its roots in the managerialist/unitarist revival in Britain 
during the Thatcher period. Academic with workerist/pluralist points of view believe that 
“HRM is essentially a sophisticated form of union avoidance, and a camouflaged method of 
managerial control” (Marciano 1995: 226). 
 
After decades of discussion, diverging opinions and evolution of HRM theory and practice we 
can nowadays observe more congruence among academics defining HRM. Armstrong (2006), 
the author the human resource management handbook defines human resource management 
(HRM) as „a strategic and coherent approach to the management of an organization’s most 
valued assets – the people working there who individually and collectively contribute to the 
achievement of its objectives“ (Armstrong 2006: 3). Albu & Morosan-Danila (2009: 134) add 
a reciprocal dimension by defining HRM as “a process of bringing people and organizations 
together so that the goals of each other are met.“ 
 
In more practical terms HRM is defined as the “process of hiring and developing employees 
so that they become more valuable to the organization” and includes “conducting job 
analyses, planning personnel needs, recruiting the right people for the job, orienting and 
training, managing wages and salaries, providing benefits and incentives, evaluating 
performance, resolving disputes, and communicating with all employees at all levels.” 
(Business Dictionary 2013). Taking both definitions into account they provide us with a more 
complete definition, including the strategic character as well as the actual activities of 
managing human resources. These activities have been depicted by Armstrong in the 
following figure and provide a good overview and demonstrate the activities’ relation to each 
other. 
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Figure 5 – Human resource management 

 
(Source: Armstrong 2006: 5) 
 
Today, the term personnel management has been widely replaced with human resource 
management (HRM) or human resources (HR) and the relationship between different aspects 
of people management can be summarized in Armstrong’s following figure.  
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Figure 6 – Human resource management differentiated 

 
(Source: Armstrong 2006: 2) 
 

2.2.2 The purpose of HRM 
 
The general aim of human resource management is to guarantee the ability of an enterprise to 
successfully act through its people. We can distinguish the purpose of HRM further by 
summarizing the following objectives (Armstrong 2006: 8): 
 
Organizational effectiveness can be increased through the application of the correct HRM 
practices. The significant impact of HRM on the performance of enterprises has been proven 
be researchers in many studies and will be more elaborated in detail in chapter 2.2.7. 
Organizational effectiveness can be especially increased through policies in areas as 
knowledge management, talent management and by generally creating a good working 
atmosphere (Armstrong 2006: 8).  
 
Human capital management – Managing the human capital of an enterprise involves 
managing the people on whom the enterprises success depends. 
Thus human capital is the prime asset (Armstrong 2006: 8). Bontis et al. defined human 
capital as:  
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„Human capital represents the human factor in the organization; the combined intelligence, 
skills and expertise that give the organization its distinctive character. The human elements 
of the organization are those that are capable of learning, changing, innovating and 
providing the creative thrust which if properly motivated can ensure the long-term survival 
of the organization.” (Bontis et al. 1999: 394). 

 
Human capital management and human resource management are closely connected and very 
similar, but human capital management differs from HRM in concentrating more on using 
metrics, e.g. HR measurements and people performance with the aim of “providing guidance 
on people management strategy and practice (Armstrong 2006: 8). 
 
Knowledge management – has been defined straight forward by Davenport (1994: 95) as 
"the process of capturing, distributing, and effectively using knowledge." Duhon coined a 
widely used and more elaborate definition in 1998: 
 

"Knowledge management is a discipline that promotes an integrated approach to 
identifying, capturing, evaluating, retrieving, and sharing all of an enterprise's information 
assets. These assets may include databases, documents, policies, procedures, and 
previously un-captured expertise and experience in individual workers." 

 
The connection between HRM and knowledge management is that HRM “aims to support the 
development of firm-specific knowledge and skills that are the result of organizational 
learning processes” (Armstrong 2006: 8) and knowledge is forwarded through the people of 
an organization. Therefore HRM has to ensure that firm-specific knowledge will be 
forwarded among employees and is maintained within an enterprise, especially when 
employees decide to leave the enterprise.  
 
Reward management – the aim of reward management is improving the performance of the 
organization on individual and team level and it “is concerned with the formulation and 
implementation of strategies and policies that aim to reward people fairly, equitably and 
consistently in accordance with their value to the organization“ (Armstrong 2007: 1). By 
designing, implementing and maintaining reward processes HRM aims to improve 
commitment, motivation and job engagement and thus the organization’s performance 
(Armstrong 2006: 8, Armstrong 2007: 1). 
 
Employee relations – Managing employee relations has the aim to establish a positive, 
harmonious and productive working climate between management and employees 
(Armstrong 2006: 8), which is essential for the success of an organization. 
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2.2.3 HRM characteristics 
 
The characteristics of HRM are manifold and have evolved over many years of research from 
pioneers to commentator and have been summarized by Armstrong (2006) as the following: 
 
The diversity of HRM – refers to the fact that the characteristics of HRM are not universal 
due to the plurality of models and various different practices in organizations across the 
world.  
A distinction between soft and hard versions of HRM can be observed in literature and was 
pointed out by Storey (1989). The soft version originates from the human-relations school and 
emphasizes communication, motivation and leadership and sees human resources as a source 
of competitive advantage (Storey 1989: 8). The need for gaining “commitment - the `hearts 
and minds`– of employees through involvement, communication and other methods of 
developing a high-commitment, high-trust organization” is emphasized by soft approaches 
(Armstrong 2006: 12). Hard versions approach the management of human resources in a 
rational, quantitative, calculative and business-strategic way (Storey 1989: 8).  Hard HRM has 
been described as a process stressing “the close integration of human resource policies with 
business strategy which regards employees as a resource to be managed in the same rational 
way as any other resource being exploited for maximum return” (Legge 1998: 20). 
This distinction between hard and soft has been discovered as not always corresponding with 
reality. A study carried out by Truss et al. came to the conclusion that “even if the rhetoric of 
HRM is `soft`, the reality is almost always `hard`, with the interests of the organization 
prevailing over those of the individual” (Truss 1999: 70). Furthermore they observed a 
combination of both hard and soft approaches, unique in each organization depending on 
internal and external environment, its culture, strategy and structure and determining the 
organization’s HRM (Truss 1999: 70). Thus we can conclude that HRM contains both hard 
and soft characteristics and a clear distinction is not feasible (Armstrong 2006:12).  
 
The strategic nature of HRM – Armstrong (2006: 13) sees the strategic nature of HRM as 
the most important characteristic. In order for HRM to be strategically integrated it has to 
“flow from top management’s vision and leadership, and [it] requires the full commitment of 
people” (Armstrong 2006: 13). We can distinguish three different logics connecting HRM and 
strategy. The integration of HRM into an organizations strategic plan should be a key policy 
goal and HRM should be integrated all the way to the decision-making of line managers is 
described first by Guest and later by Armstrong (Guest 1989: 42, Armstrong 2006: 13). 
Another option is the integration of HRM policies with one another and with general business 
planning as proposed by Sisson (1990: 1) and Armstrong (2006: 13). The third and most 
sophisticated approach proposes that HRM policy formulation should take place at strategic 
level and Storey argues, “that a characteristic of HRM is its internally coherent approach” 
(Storey 1989: 55). 
 
The commitment-oriented nature of HRM – commitment in human resource management 
is one of the characteristics that has been discussed and criticized in the beginning of HRM 
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debate. On one side Walton (1985) stresses the importance of commitment and mutuality in 
the shape of “mutual goals, mutual influence, mutual respect, mutual rewards, and mutual 
responsibility. […] yield[ing] both better economics performance and greater human 
development”. On the other side Fowler points out that the human resource management is 
executed by the employer and asked whether an employee is actually able to commit, when he 
is not the one to make important decisions such as closing the company or laying off 
employees (Fowler 1987: 3). 
 
People as “human capital” – The concept that people should be treated as human capital, 
meaning as assets rather than as a cost factor, was originally developed by Beer et al. (1984). 
As stated in the introduction human resources are meanwhile widely recognized as a source of 
competitive advantage (Legge 1995, Armstrong 2006: 14). This is also described by the 
following quotation by Armstrong and Baron (2002): 
 

“People and their collective skills, abilities and experience, coupled with their ability to 
deploy these in the interests of the employing organization, are now recognized as making 
a significant contribution to organizational success and as constituting a significant source 
of competitive advantage.” 
 

Unitary philosophy – This philosophy is the premises, that employers and employees share 
the same interests. In contrary, exists the realistic pluralist approach which assumes that each 
organization comprises of interest groups, whose interests may differ (Armstrong 2006: 14). 
 
Individualistic – The individualistic characteristic of HRM refers to the “importance of 
maintaining links between the organization and individual employees” rather than working 
with group or representative systems (Armstrong 2006: 14). 
 
HRM as a management-driven activity – It lies within the logic of the name that HRM is 
seen as a management-driven activity, “that is developed, owned and delivered by 
management as a whole to promote the interests of the organization” (Armstrong 2006: 14). 
The reason for HRM being a management activity is explained by Purcell with the 
concentration of power in the management, the “intuitive appeal to managers, and more 
importantly, a response to the turbulence of product and financial markets” (Purcell 1993, 
Armstrong 2006: 14)). However, Sisson (1999) proposes that HRM no longer belongs to 
specialist managers only and in 2003 Purcell recognized the importance of line managers 
committedly managing human resources (Purcell 2003, Armstrong 2006: 15). 
 
Focus on business values – HRM is strongly linked with business values, because of its role 
being concerned with the overall interests of organizations and its members. Therefore HRM 
is important for the strategy and culture of an organization, “which flow from top 
management’s vision and leadership, and which require people who will be committed to the 
strategy” (Armstrong 2006: 15).  
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2.2.4 HRM concepts 
 
The two most important HRM concepts are the matching model being the first explicit HRM 
concept and the Harvard framework that influenced both HRM theory and practice 
(Armstrong 2006: 5-8).  
As the name suggests the matching model, which was developed at the Michigan school in 
1984, states that the HR structure and the organizational structure should match the 
organizational strategy (Armstrong 2006: 5, Fombrun et al. 1984). Fombrun (1984) stresses 
the “tight” fit between HRM system, organizational structure and organizational strategy, of 
which the latter one determines the HRM systems and the organization’s structure. 
Developing a suitable HR system that characterizes the HRM strategies and supports the 
implementation of business strategies is the main aim of the matching model (Budhwar & 
Aryee 2008: 10).  
 
The matching model being the first and most important HRM concept, has a practical 
proposal for managers, which is the evaluation of whether there is a fit between the 
organizations overall business strategy and its HRM strategy. It is an aim of this thesis to find 
out through the conducted quantitative research, whether small and micro enterprises have an 
HRM strategy at all and in case they do, whether they match it with their business strategy.  
 
The Harvard framework was developed by previously quoted Beer et al. (1984), a group of 
Harvard University scholars, whom Armstrong labeled “the founding fathers of HRM” 
(Armstrong 2006: 6). The framework is based on the believe that problems of personnel 
management can be overcome if general managers have a clear picture of how they want their 
employees to be and how they want them to be developed by the enterprise (Budhwar & 
Aryee 2008: 11). In practical terms this relates to knowing what are the right types of 
employees for your organization and providing suitable trainings in order to develop them in 
such a way that they are beneficial for realizing the goals of the enterprise. Therefore, the 
quantitative research of this thesis examines how enterprises recruit and what they offer in 
order to develop their employees.  
 
In the context of diversity of HRM we looked at hard and soft approaches to HRM. The 
matching model and the Harvard framework represent this diversity of HRM with the 
matching model being a hard approach and the Harvard framework approaching HRM from a 
soft side. The human aspect of HRM is stressed in the Harvard framework and it stresses the 
employer-employee relations. Furthermore the framework accentuates the diverse 
stakeholders of an organization and the relations between their interests and the goals of the 
management (Budhwar & Aryee 2008: 11). 
 
As depicted in Figure 7 the Harvard framework consists of four policy choices, which aim to 
achieve commitment, competence, congruence, and cost effectiveness and well-being for the 
individual, the organization and society in the long-term.  
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Figure 7 – Harvard framework 

 
(Source: Armstrong 2006: 7; Beer et al. 1984) 
 
Build upon the Harvard framework academics started emphasizing contextual factors. Hendry 
et al. denoted that there are numerous different ways leading to the same outcome and that 
HRM should not be seen as one particular activity. They see the main reason for that in the 
“existence of linkages between the outer environmental context (socio-economic, 
technological, politico-legal and competitive) and inner organizational context (culture, 
structure, leadership, task-technology and business output). These linkages directly contribute 
to forming the content of an organization’s HRM” (Budhwar & Aryee 2008: 12). The 
implication for practical research is the question “What are the linkages between 
organizational contingencies (such as size, nature, positioning of HR and HR strategies) and 
HRM strategies?” (Budhwar & Aryee 2008: 13). One of the aims of this research is to 
investigat through the conducted quantitative research whether these linkages exist or are 
absent in small and micro firms in the Czech Republic.  
 

2.2.5 The emergence of SHRM 
 
Delery & Doherty (1996) described the emergence of strategic human resource in the 
following way: 
 

“During the last decade there has been a dramatic shift in the field of human resource (HR) 
management. This shift has broadened the focus of HR research from the micro analytic 
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research that dominated the field in the past to a more macro or strategic perspective. The 
strategic perspective of HR, which has heen labeled strategic human resource management 
(SHRM).” (Delery & Doty 1996: 802) 
 

From the above elaborated HRM concepts and developments of academic HRM discussions 
the study of strategic human resource management has emerged and gained importance. As 
this field of research is still in a developing stage academics do not agree yet about an 
acceptable definition. Budhwar & Aryee broadly define SHRM as being “about 
systematically linking people with the organization; more specifically, it is about the 
integration of HRM strategies into corporate strategies.” (Budhwar & Aryee 2008: 6). They 
further emphasize that SHRM is about “the integration of HR with the business and its 
environment” (Budhwar & Aryee 2008: 6). Several scholars give credence to the benefits of 
integrating HRM and business strategy. Holbeche (1999) and Schuler & Jackson (1989) 
believe HRM to be more effective, to increasing organizational performance and leading to 
more success of the enterprise. Barney (1991), Delery & Doty (1996) and Huselid et al. 
(1997) conclude that linking HRM with the business strategy helps creating a competitive 
advantage as it can create unique and unimitable HRM. Stroh and Caligiuri (1998) believe 
that a precondition for that are forward-thinking and future-oriented HR departments and “HR 
strategies should operate consistently as an integral part of the overall business plan” 
(Budhwar & Aryee 2008: 7).  
Budhwar & Aryee (2008) summarized the benefits of integrating HRM and business strategy, 
which have been named and researched by a number of academics. The integrations of HRM 
is believed to: “providing a broader range of solutions for solving complex organizational 
problems; assuring the successful implementation of corporate strategy; contributing a vital 
ingredient in achieving and maintaining effective organizational performance; ensuring that 
all human, technical and financial resources are given equal and due consideration in setting 
goals and assessing implementation capabilities; limiting the subordination and neglect of HR 
issues to strategic considerations; providing long-term focus to HRM; and helping a firm to 
achieve competitive advantage.“ (Budhwar & Aryee 2008: 8).  
Criteria how to evaluate the degree of strategic integration of HRM are provided by Budhwar 
& Aryee (2008). One of them is the question, whether organizations have written down their 
HRM practices or whether they manage people rather ad hoc. This is another question to be 
analyzed by the quantitative study. 
This academic debate of strategic human resource management and the integration of human 
resource strategies into business and corporate strategies is mostly based on research findings 
about large organizations. This can be explainable with my hypothesis that the majority of 
small and micro enterprises has not developed HRM strategies and thus the debate of 
integrating it into business and corporate strategy is not applicable in the case of small and 
micro enterprises. The quantitative study will test this hypothesis and fill this gap in the 
academic debate. 
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2.2.6 HR function in an organization 
 
The main concern of HR functions is managing and developing an organization’s people 
through the generation and implementation of HR strategies and policies. The activities of the 
HR function involve: “organization development, human resource planning, talent 
management, knowledge management, recruitment and selection, learning and development, 
reward management, employee relations, health and safety, welfare, HR administration, 
fulfillment of statutory requirements, equal opportunity and diversity issues, and any other 
matters related to the employment relationship.” (Armstrong 2006: 53) 
 
Comprehensive research has been conducted in large organizations analyzing how much time 
the HR functions spend on specific activities. The IRS survey of HR roles and responsibilities 
for instance “found that HR functions were spending 20 per cent of their time on strategic 
activities, 40 per cent on administration, 30 per cent on providing a consultancy service, and 
10 per cent on other activities.” (Armstrong 2006: 53).  
 
Analyzing small and micro enterprises, I hypothesize that people responsible for HR 
functions in small and medium enterprises spend there time differently, exercising various 
tasks especially with regard to strategic activities. In the quantitative study we will examine 
whether small and micro enterprises dispose of strategies at all and we will analyze in detail 
which HR activities consume most of the HR function’s time. 
 
Armstrong (2006) names the basic aim of HR functions as to “ensure that the organization 
develops HR strategies, policies and practices that cater effectively for everything concerning 
the employment and development of people and the relationships that exist between 
management and the workforce” (Armstrong 2006: 54). This description of the HR function 
assumes that they actually develop HR strategies. It is an assumption that needs to be 
confirmed in the case of small and micro business. While it is likely that large organizations 
have HR strategies, I presume that the number of small and micro enterprises possessing HR 
strategies is minimal. 

2.2.7 HRM impact on the performance of enterprises 
 
Growing consensus among human resource professionals and researchers about the 
economically significant and direct influence of properly designed HRM policies on 
organization’s performance can be observed (Huselid 1995: 636). This correlation has been 
proven by Huselid’s comprehensive study of almost one thousand enterprises. The results of 
the study demonstrated the “economically and statistically significant impact on both 
intermediate employee outcomes (turnover and productivity) and short- and long-term 
measures of corporate financial performance” (Huselid 1995: 635). Huselid has been followed 
by a large number of research teams across the globe in different industries and organizations, 
who examined the influence of HRM practices on different parts of corporate performance. 
The extensive literature review by Tiwari & Saxena (2012) compiled and analyzed these 
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studies. Elaborating on them would go beyond the scope of this thesis, but summarized in the 
following figure I would like to demonstrate the variety of factors that are influenced by 
HRM and thus have a positive or negative effect on an organization’s performance.. Based on 
the evaluation by Tiwari & Saxena (2012) I assessed how HRM practices influence the 
organization’s performance regarding those factors. This overview is by not meant to be 
exhaustive, but its purpose is to demonstrate the variety of factors that can be positively or 
negatively influenced by HRM 
 
Figure 8 – HRM influence on organizational performance 

 

 
(Source: Graphic created by Lange based on literature review by Tiwari & Saxena 2012: 680-685) 
 
The figure clearly shows that HRM influences a large variety of factors that are connected to 
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an organization’s performance. The large majority of those factors are influenced positively 
by HRM practices, self-evidently under the premises of being implemented correctly. Tiwari 
& Saxena point out the importance of taking into account internal as well as external factors 
when implementing HRM practices as they differ from organization to organization and 
country to country (Tiwari & Saxena 2012: 692). 
This figure supports in compliance with many researchers the conclusion that HRM practices, 
that match the organization’s needs and have been adjusted to internal and external factors 
positively influence an enterprise’s /organization’s performance. 
 

2.2.8 Trends in HRM  
 
A literature review of trends in HRM lets me identify the following trends, which were named 
by a number of academics:  
 
Growing importance of the role of HR managers 
The management of human resources is directly influenced and pressured by the enterprise’s 
external environment (Ogunyomi et al. 2011:22) and the job of HR managers is becoming 
more challenging and important and thus a need for multi skill development arises (Albu & 
Morosan-Danila 2009: 134).  
Robert C. Myrtle (2009) has summarized the external factors that have an impact on human 
resource management the following way: 
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Figure 9 – HRM and external factors 

 
(Created by Lange based on Myrtle 2009: 8-9) 
 
These dynamic developments of the external environment lead to a number of challenges and 
determine the trends in HRM. Albu & Morosan-Danila (2009) emphasize that HR 
professionals need to become strategic partners and that “HR must be a business driven 
function with a thorough understanding of the organization’s big picture and be able to 
influence key decisions and policies (Albu & Morosan-Danila 2009: 134).  
 
Diversity of workforce – Diversity management 
Diversity management gains importance for HR managers because of the increasingly 
diversified workforce regarding: “age, ethnicity, ancestry, gender, physical abilities/qualities, 
race, sexual orientation, educational background, geographic location, income, marital status, 
military experience, religious beliefs, parental status, and work experience” (Albu & 
Morosan-Danila 2009: 135). Diversity of workforce is a challenge and can be a strategic asset 
at the same time “if an organization is able to capitalize on this melting pot of diverse talents” 
(Albu & Morosan-Danila 2009: 136). Managing a diverse workforce is especially challenging 
for small and micro enterprises, because employees of a similar background can not be 
grouped and managed together as in large enterprises, but each diverse employee may need a 
personalized solution.  
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Increased flexibility – decreased loyalty 
Related to developments of the external environment such as globalization, international 
migration, technological advancements, international mobility etc. employees become more 
flexible in changing their jobs and their loyalty towards enterprises has decreased. Human 
resource managers face the challenge and opportunity of employees not staying in their job 
for a whole work life. This development requires a lot of flexibility from HR managers and 
the need for training new employees rises as well as the need to create a desirable and 
motivating work environment in order to keep employee turnover and loss of knowledge at a 
minimum (Albu & Morosan-Danila 2009: 136; Myrtle 2009). 
 
Ogunyomi et al. (2011) have observed the trend that organizations will increasingly outsource 
or hire external or part-time staff for non-core activities in order to be more lean (Ogunyomi 
et al. 2011: 22). Due to the importance of outsourcing HR activities, using shared services and 
management consultants for small and micro companies these three trends will be further 
elaborated upon.  

Outsourcing HR activities 
A general trend of outsourcing can be observed in the business environment and HR services 
are increasingly outsourced. Every task that does not contribute to the primary function of an 
organization can be outsourced. The following HR tasks are often being outsourced: “training, 
recruitment, executive search, occupational health and safety services, employee welfare and 
counseling activities, childcare, payroll administration and legal advisory services” 
(Armstrong 2006: 61). 
 
Armstrong names three cases for outsourcing HR tasks (Armstrong 2006: 61): 

• 1. Cost saving – HR costs can be reduced because the services are cheaper and the 
size of the function can be cut back. 

• 2. Concentration of HR effort – members of the function are not diverted from the 
key tasks that add value. 

• 3. Obtaining expertise – know-how and experience that are unavailable in the 
organization can be purchased. 

 
While the advantages of outsourcing theses HR tasks seem obvious, Armstrong (2006) warns 
against outsourcing core activities due to a short-term advantage. He points out that firms 
need to define their core activities and those being justified for outsourcing (Armstrong 2006: 
61). 

Using shared services 
Shared HR means that a number of parties uses the same shared services. The types of shared 
services are determined by the user and provider and are usually administrative HR tasks. 
They may include: payroll changes, relocation services, recruitment administration, 
administration of benefits, pension administration, training support, employee welfare 
support, absence monitoring among others (Armstrong 2006: 34).  
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Shared service can be used and provided in different forms: internet, telephone customer help 
line, a consultancy pool of advisers, or “centres of excellence” with expertise in such areas as 
resourcing, employee relations, reward or training (Armstrong 2006: 34).  
A positive side effect of increasingly outsourced HR services as researched by Reilly (2000) 
that HR will become more accessible, professional and consumer-driven:  
 

• Improved quality of HR services in terms of using better processes, delivery to 
specification, time and budget, incorporation of good practice, the achievement of 
greater consistency and accuracy; 

• Increased organizational flexibility – a common service will support customers 
during business change; 

• Change from operational to strategic HR role – sharing services allows more 
professionalism and can “act as a catalyst for change… anticipating problems and 
making things happen” (Hutchinson and Wood, 1995; Armstrong 2006: 64). 

 
Besides a number of advantages – cost savings, improved HR quality, more efficient 
resourcing and improved customer service – there are also some disadvantages: “loss of face-
to-face contact, de-skilling administrative jobs and, potentially, remoteness from the users.” 
(Armstrong 2006: 64). When enterprises consider using shared services they carefully need to 
assess and weigh the advantages and disadvantages. They also need to analyse the status quo, 
their strengths and weaknesses and own capabilities. Based on such an analysis they can make 
profound decisions which HR services to be kept within the company and which to be 
outsourced and thus shared. 

Using management consultants 
Specialized management consultants on HR provide services in recruitment, executive search 
and training as well as introducing new systems or procedures, organizational structures and 
many more. When deciding about hiring management consultants for HR services an 
enterprises needs to define its needs and assess the value the consultants would add. If they 
add value due to their expertise, objectivity and resources that the company does not posses it 
is justified to hire them. When this decision is made the objectives clearly need to be defined. 
Proposals of competing and independent consultants have to be compared and the preferred 
consultants will be chosen based on their proposal and references (Armstrong 2006: 65). 
The relevance of management consultants for small and micro enterprises is disputable. 
Especially due to their usually high rates they are often unaffordable for small and micro 
enterprises and their target group a rather large companies, which is the reason why their 
expertise is usually focused on large companies’ concerns as well. In the past small and micro 
enterprises have restrained from seeking support and advice from management consultants 
due to the high compensations. So in return management consultants have targeted large 
companies and the majority of them has focused their expertise accordingly. Therefore the 
idea of business mentoring, which is the business model of Perfectia, becomes relevant. 
Perfectia’s business mentoring approach will be explained in chapter 3.3. 
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2.2.9 HRM from a critical perspective 
 
After having comprehensively elaborated origin, concepts, characteristics and trends of HRM 
and emphasized its growing importance, for the purpose of a more complete picture we shall 
now look at the criticism that has been raised about HRM. 
There are two main points of criticism: 1) The opinion that HRM promises more than it can 
deliver and 2) the morality of HRM. 
Voices criticizing the unfulfilled promises of HRM have stated that labeling HRM as a theory 
would raise expectations about its ability to describe and predict (Noon 1992; Armstrong 
2006: 15). Along that line Guest (1991) calls HRM an “optimistic but ambiguous concept; it’s 
all hype and hope” (Armstrong 2006: 16). More constructive criticism is exercised by Mabey 
et al. (1998) stating that in order for HRM to come into practice it has to be strategically 
integrated, developed coherently, gain commitment, determination and competence 
(Armstrong 2006: 16). This statement agrees with the emerging SHRM concept explained in 
chapter 2.2.5. Slightly more optimistic criticism is expressed by Caldwell (2004) who is 
convinced that HRM “is an unfinished project informed by a self-fulfilling vision of what it 
should be” (Armstrong 2006: 16). In fact, theory often depicts the ideal case not reflecting 
reality and organizations aiming at certain best practices constantly have to work on reaching 
those ideal ways of doing business.  
The second group of critics questions the morality of HRM and accuses it of being 
“manipulative if not immoral” (Armstrong 2006: 16). The fact that HRM emphasized the 
need for commitment is criticized by Willmott (1993) as “control by compliance” and by 
Keenoy (1990) as a “wolf in sheep’s clothing”, preaching “mutuality but the reality is that 
behind the rhetoric it exploits workers” (Armstrong 2006: 17).   
In defense of HRM, Armstrong (2006: 17) explains that, in a world of intense competition 
and limited resources, it is inescapable that employees are used as a means to an end. 
“However, it could be argued that if organizations exist to achieve ends, which they obviously 
do, and if those ends can only be achieved through people, which is clearly the case, the 
concern of managements for commitment and performance from those people is not unnatural 
and is not attributable to the concept of HRM – it existed in the good old days of personnel 
management before HRM was invented. What matters is how managements treat people as 
ends and what managements provide in return.” (Armstrong 2006: 17).  
Interestingly enough, the HRM criticism is offered mainly from a theoretical perspective, 
while a practical study of more than 1000 workers by conducted by Guest and Conway (1996), 
showed “that a higher number of HR practices were associated with higher ratings of fairness, 
trust and management’s delivery of their promises” (Armstrong 2006: 17). Furthermore the 
results show that workers who experienced HR activities were more satisfied with their jobs, 
felt more security and were significantly more motivated (Armstrong 2006: 17).  
Having revealed the criticism of HRM and its counterarguments we can conclude that those 
critical points are outbalanced by the positive effects of HRM for enterprises and its 
employees. 
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2.3 Specifics of HRM in small and micro enterprises  
 
This chapter summarizes research findings so far about the specifics of managing human 
resources in small and medium sized enterprises. As highlighted before managing human 
resources in large organizations can be substantially different from managing them in SMEs 
or in small and micro enterprises. Due to a lack of research about HRM in small and micro 
enterprises and a lack of distinction between SMEs and small and micro enterprises, this 
chapter will be limited to discussing HRM and the HR function in SMEs only.  
 

2.3.1 Importance of HRM for SMEs 
 
While human resources are of key importance any organization and are a possible source of a 
competitive advance, they are of special importance for SMEs. Several academics - McEvoy, 
1984; Hess, 1987; Hornsby and Kuratko, 1990; Huang and Brown, 1999; Dorst and van 
Meteren, 1999 – found out that HRM is a top priority for SMEs. Anderson (2003) on the 
other hand has observed managers of SMEs perceiving HRM as “unresponsive or not 
tailorised enough to their needs, and considered [it] too costly an activity to carry for a small 
organisation.”  (Anderson 2003: 2). In the qualitative part of this thesis we will see how 
important HRM is to SMEs in the Czech Republic. Even without their complete attention and 
awareness for the essential role HR play for a successful business the following logic is easily 
understood and very obvious: every single HR decision is extremely important due to the 
small scale of SMEs, where every employee “represents a substantive part of the SME’s 
workforce (Brand & Bax 2002: 3; Bacon 1996).  
 

2.3.2 HR function in SMEs 
 
The HR function has a different scope and various characteristics in small, medium and large 
enterprises always related to its size. The size of an enterprise influences the decision whether 
it makes sense to hire a full-time HR professional. Liebermann (2009: 2) demonstrates in the 
following graphic that it is worth considering to employ a full-time HR professional from 
having between 140 and 200 FTE. For a number of less than 140 FTE she recommends to hire 
an HR person for a certain number of hours or days per week again corresponding to the  size 
and starting at a size of 10-20 FTE (Liebermann 2009: 2).  
 
 
 
 
 
 
 
 
 



   

35 
 

Figure 10 – Relation between # of FTE and HR professional in days per week 

 
(Source: Liebermann 2009: 2) 
 
This leads us to the reality of managing human resources in small and especially micro 
enterprises, which is mostly performed by owners or general managers, who are included in 
“recruiting, interviewing, selection and training of personnel” (Ceranic & Popovic 2009: 73). 
Due to the fact that HRM is only one of their many tasks, they often face a lack of time, 
expertise and budget to care about HRM as much as they would like to (Fox 2013: 97; ADP 
2010: 10). When HR executives from SMEs were asked whether they had enough people, 
knowledge and time for tackling the challenges of HRM a majority found lack of time to be 
the biggest obstacle (ADP 2010: 21). These findings are very important to bear in mind when 
finding solutions and giving recommendations for small and micro enterprises in managing 
human resources.  
 

2.3.3 HRM practices and strategy 
 
Alike the increasing importance credited to strategic integration of HRM into business 
strategy in the academic debate (chapter 2.2.5), in the context of HRM in SMEs researchers 
also stress the importance of integrating HR strategies into an enterprise’s business strategy. 
HRM as part of SME’s strategy in order to maintain a competitive advantage is emphasized 
for example by Ceranic & Popovic (2009: 72) and by Brand & Bax (2002: 3), but the question 
is whether this conforms with reality. Other researchers have found HRM practices of SMEs 
to be less strategic and varying strongly compared with large organizations. Tsai describes 
HRM practices in SMEs to “be informal, less sophisticated and use fewer forms of HR 
practices” (Tsai 2010: 1693) and “Ram, Edwards, Gilman and Arrowsmith (2001: 846) state 
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that employment relations in small firms are ‘based mainly on unwritten customs and the tacit 
understandings that arise out of the interaction of the parties at work’.” (Tsai 2010: 1693). 
Whether small and micro enterprises have written HRM practices and/or HR strategies shall 
be investigated in the quantitative and qualitative study to find out whether this academic 
debate about the importance of strategic HRM concurs to reality. 

2.3.4 HRM practices and trends in SMEs 
 
A thorough analysis of literature about the HRM practices in SMEs shows that academics do 
not agree on the most relevant practices and a broad diversity of practices can be observed. 
This diversity results from several factors including the size of enterprises, industry and due 
to legal and cultural particularities they can be specific for each country (Brand & Bax 2002: 
7). The relevance of country specifics underlines the necessity of analyzing HRM in small 
and micro enterprises in the Czech Republic. This is exactly what researchers in other 
countries or regions of the world have been interested in. Therefore we can find articles about 
HRD in small businesses in the US (Fox 2013) or one about HR and people management in 
Singapore’s SMEs (Miller 2010) and about HRM in Taiwanese high-tech SMEs (Tsai 2010). 
But so far there is a lack of literature about HRM in SMEs in the Czech Republic in English 
language. Neither can we observe the existence of universally applicable theoretical 
frameworks or concepts on HRM in SMEs.  
However, we can already observe certain practices being applied for frequently in SMEs than 
in larger enterprises. Julien (1998) has reviewed 104 studies with regard to HRM in SMEs to 
find out which HRM practices are commonly used in SMEs (Julien 1998; Bax & Brand 2002: 
7). He observed that in contrast to large enterprises SMEs rely more often on internal referrals, 
references and particularly on job try-outs for recruiting and that they generally train and 
develop their employees less than large enterprises do. The frequent use of job try-outs is also 
stressed by Brand and Bax as they “are inexpensive and very well suited to evaluate the actual 
fit of a person with the (implicit) demands of the job.“ (Brand & Bax 2002: 8). The 
quantitative study will show us which recruitment tools small and micro enterprises employ 
most and how extensively small and micro enterprises train their employees.  
 
As mentioned previously HR responsible employees in SMEs are often constrained by time, 
budget and expertise. Therefore a trend towards more automation of standard HR processes 
(payroll, time and attendance management) and outsourcing of tasks such as recruiting and 
training and development can be observed, which allows them to focus more on strategic 
topics (ADP 2010: 6). Ceranic & Popovic (2009: 73) also see an advantage in engaging 
“independent enterprises for certain activities of human resources management such as: 
recruiting and testing of candidates, training, development, calculation of salaries, etc., [as a] 
possible way for solving tasks relating to human resource management in SMEs.” 
Along with the advantages of outsourcing it also brings risks and challenges. Liebermann 
(2009: 2) reminds that despite the general outsourcing trend it “is inadvisable to outsource the 
company jewels”, which include HR. However, Klaas (2203) explains that despite risks and 
challenges outsourcing HR activities to a Personal Employer Organization (PEO) can be a 



   

37 
 

source of a competitive advantage. If a company manages to build a profound relationship 
with a PEO that can be so special that it will be difficult to imitate this relationship, it can 
become a competitive advantage (Klaas 2003: 57). 
 
In summary, HR responsibles in SMEs are limited by time, budget and expertise. The 
importance of HRM for SMEs is evident and increasingly understood by SME owners and 
managers. Researchers and practitioners have not yet identified best practices for HRM in 
SMEs, but a trend towards automation and outsourcing of certain HRM tasks can be 
observed. Further qualitative and quantitative research is necessary in order to develop 
solutions to these important challenges of small and micro enterprises. 
  

2.4 HRM challenges in focus 
 
This thesis focuses, both in the theoretical part and especially in the practical part, on three 
major challenges in the field of human resource management: 1. recruiting, 2. training & 
development, and 3. retaining employees. The decision for these three foci is based on both 
quantitative and qualitative, on theoretical and practical research. 
As mentioned in the introduction the war for talent has begun and qualified people become 
scarcer. This is why recruiting becomes more difficult and training and developing more 
important as one of several tools for retaining key employees.  
These three foci are strongly interrelated. For example when an employer invests into the 
training and development of its people it certainly helps to attract and retain people and 
simultaneously better returns from employees are expected. These returns can “be 
improvements in performance, productivity, flexibility and the capacity to innovate that 
should result from enlarging the skill base and increasing levels of knowledge and 
competence.“ (Armstrong 2006: 35). 
The more efficiently organizations are able to retain, the less they need to recruit and this 
saves costs significantly. Right Management, a talent and career management consulting firm 
estimated the costs of recruiting to three times the salary of an employee (including 
recruitment, severance, lost productivity, and lost opportunities) (Yazinski 2009). Employee 
turnover is a costly challenge for all types of organizations and almost 70% of organizations 
report a negative financial impact of turnover due to “cost of recruiting, hiring, and training a 
replacement employee and the overtime work of current employees that’s required until the 
organization can fill the vacant position” (Yazinski 2009). Yet, for small and micro 
enterprises employee turnover is even tougher, because of several reasons. The lost employee 
may be the only employee in that enterprise with certain knowledge and skills. Losing a key 
person may have a negative effect on the enterprise’s culture. Due to the small scale of the 
enterprise the pool of employees who can replace or takeover his work for the time being until 
a new candidate is found, is also smaller. Furthermore, the enterprise is likely to have fewer 
resources to replace the lost employee (Allen 2008: 5).  
Another reason for choosing the three foci is their correlation to financial performance. In 
chapter 2.2.7 we looked at the impact of HRM on an organizations performance from a macro 
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perspective. A study conducted by the Boston Consulting Group and the World Federation of 
People Management Associations (WFPMA) analyzed the relationship between people 
management capabilities and financial performance. Having surveyed 4,288 HR and non-HR 
managers, the study found out which HR topics have the most pronounced influence on 
revenue growth and profit margin. As one can see from the graphic below the chosen foci are 
related to number 1, 2, 3, 5 and 6 out of the six most pronounced HR topics. Topic number 4 
– employer branding - is clearly a very influential factor as well and often one of the 
disadvantages small and micro companies face when recruiting.  
 
Figure 11 – Economic influence on HR topics 

 
(Source: Boston Consulting Group World Federation of People Management Associations 2012: 5) 
 
A qualitative interview with Perfectia mentor Tomáš Rajniak confirmed that the three topics 
are very challenging and relevant for small and micro enterprises. 
Based on these qualitative and quantitative insights from academic and practical research the 
decision was made to analyze recruiting, training and development and retaining in small and 
micro enterprises. The next chapter elaborates these three foci and provides us with a general 
background. 
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2.4.1 Recruiting and selecting 
 
The general goal of recruiting is to hire the required quantity and quality of people at minimal 
costs in order to satisfy the HR needs of the organization (Armstrong 2006: 409). This process 
consists of three steps, which are the content of the next three chapters: requirement 
definition, attraction of candidates and selection of candidates. 

2.4.1.1 Requirement definition 
The categories and quantity of required people is based on a human resource plan and should 
be specified in the recruitment program. Additionally, demand for people can arise because of 
replacements or new jobs that need to be filled. Demand for new jobs has to be checked and 
justified as well as the specified type and level of employee.   
Role profiles and person specifications are two types of documents, where detailed 
requirements regarding competence, skill, education and experience for each position are 
described. They are used as a base for advertisements, for recruitment consultants and HR 
agencies as well to assess applicants.  
Role profiles should define the general purpose of the role, to whom the role has to report to 
and what results should be delivered. When role profiles are used for recruiting they also 
include information on the terms and conditions (e.g. pay, benefits, hours of works), training 
and development opportunities and special requirements.  
Person specifications are based on roles profiles. They are also known as job, recruitment or 
personnel specification and define the experience, education, training and qualifications. In 
detail this means (Armstrong 2006: 411): 

• Qualifications and training – the professional, technical or academic qualifications required, 
or the training that the candidate should have undertaken; 

• Experience – in particular, categories of work or organizations; the types of achievements and 
activities that would be likely to predict success; 

• Specific demands – where the role holder will be expected to achieve in specified areas, eg 
develop new markets, improve sales, or introduce new systems; 

• Organizational fit – the corporate culture (e.g. formal or informal) and the need for 
candidates to be able to work within it; 

• Special requirements – travelling, unsocial hours, mobility, etc; 
• Meeting candidate expectations – the extent to which the organization can meet candidates’ 

expectations in terms of career opportunities, training, security etc. 
 

Upon agreement of the requirements, they need to be analyzed in a structured way and 
Armstrong (2006) suggests three ways of defining the most important requirements under key 
headings of qualifications, training, experience and competencies. 
 
The first way with the longest history is the seven-point plan: 

1. Physical make-up – health, physique, appearance, bearing and speech; 
2. Attainments – education, qualifications, experience; 
3. General intelligence – fundamental intellectual capacity; 
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4. Special aptitudes – mechanical, manual dexterity, facility in the use of words or 
figures; 

5. Interests – intellectual, practical, constructional, physically active, social, artistic; 
6. Disposition – acceptability, influence over others, steadiness, dependability, self-

reliance; 
7. Circumstances – domestic circumstances, occupations of family. 

 
A simpler way is fivefold grading system, which stresses more the dynamic side of the 
candidate’s career. The fivefold grading system contains: 

1. Impact on others – physical make-up, appearance, speech and manner; 
2. Acquired qualifications – education, vocational training, work experience; 
3. Innate abilities – natural quickness of comprehension and aptitude for learning; 
4. Motivation – the kinds of goals set by the individual, his or her consistency and 

determination in following them up, and success in achieving them; 
5. Adjustment – emotional stability, ability to stand up to stress and ability to get on with 

people. 
 
The third and in recent years most popular way is the competency-based approach, which 
uses the competencies defined for a position as a basis for the selection process (Armstrong 
2006: 413). What characterizes the competency-based approach is that it is “person-based 
rather than job-based. The starting point is thus not an analysis of jobs but an analysis of 
people and what attributes account for their effective and superior performance.” (Taylor 
2008: 157).  
But what are competencies? They can be defined “as the personal attributes, skills and 
knowledge that are critical to being an effective, successful performer in a given job” 
(Saskatchewan Crop Insurance Corporation 2013: 2). The competency-based approach has a 
number of benefits and advantages. It helps to identify and isolate key characteristics as a 
framework for selection, and both employer and future employee can understand and agree 
upon (Roberts 1997: 74). Furthermore it serves to identify the appropriate selection technique, 
as for example assessment centers or psychological testing and “it provides the information 
required to conduct a structured interview in which questions can focus on particular 
competency areas to establish the extent to which candidates meet the specification as set out 
in competency terms” (Armstrong 2006: 414). Further advantages are increased accuracy of 
predictions about suitability, facilitation of a closer match between the person’s attributes and 
the demands of the job and it can reinforce a broad range of recruitment techniques from 
application forms, interviews, tests and assessment centers (Wood and Payne 1998).  
The competency-based framework can include definitions of technical or work-based 
competencies, referring to job expectations. Also it can define behavioral competencies, 
“which refer to the personal characteristics and behavior required for successful performance 
in such areas as interpersonal skills, leadership, personal drive, communication skills, team 
membership and analytical ability.” (Armstrong 2006: 414). 
The following criteria should be met when using competencies for recruitment and selection 
purposes: It should examine areas in which applicants have proven their competency in 
working or academic life, e.g. leadership, teamwork, initiative. Competencies can be tested in 
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a “targeted behavioral event interview in which, for example, if team management is a key 
competence area, candidates can be asked to give examples of how they have successfully 
built a team and got it into action.” (Armstrong 2006: 414).  

2.4.1.2 Attraction of candidates 
After having defined the requirements for a certain position the next step in the recruitment 
and selection process is to attract candidates. It is about identification, evaluation and usage of 
the best sources of applicants.  
If an organization faces difficulties in attracting applicants (or retaining employees), it can be 
helpful to analyze the strength and weaknesses from the employment point of view. This 
should include for example reputation of the organization, benefits for employees, working 
conditions, job security, learning and career development perspectives as well as the physical 
location of the employer, which all need to be compared to competitors. An analysis of 
strength and weaknesses helps to find out what makes the organization attractive as an 
employer (what it needs to work on as well) and advertisements for jobs, brochures as well as 
interviews can be based on those strengths (Armstrong 2006: 415). 
When sourcing new employees, internal candidates should be the first ones to be considered. 
Sourcing internally is a promise towards an organization’s employees that they have the 
opportunity to grow and develop themselves within the organization. At the same time it is 
beneficial when internal candidates still need to apply within the organization and compete 
with external candidates, because this competition increases the chances for the best candidate 
to be chosen. Armstrong (2006: 15) names the main sources for finding candidates as 
advertising, internet and outsourcing to agencies or consultants. Whether this is true for small 
and micro enterprises shall be found out through the quantitative research. He does not 
mention sources like personal network (tips from friends, former colleagues etc.), which I 
assume to play an important role in sourcing candidates. As criteria for choosing the right 
candidate Armstrong (2006: 416) names: cost, speed and likelihood of providing good 
candidates. A good measurement to evaluate the costs of different sources is to use the cost 
per reply ratio. 
When preparing an advertisement, having the job description and person specification, it is 
important to think about where appropriate candidates may come from in terms of previous 
companies, jobs or educational institutions and also regarding regions. Organizations should 
consider what will attract and what will turn off candidates, to anticipate any objections by 
candidates. Hiring advertising agencies can be beneficial because they can design eye-
catching headlines, attractive layouts and advise on “visual impact by the use of illustrations 
and special typographical features” and place the advertisements correctly (Armstrong 2006: 
416). 
Online or e-recruitment is becoming increasing popular. It makes use of recruitment sites as 
for example: 

• Company websites 
• Social media websites: LinkedIn, Facebook etc. 
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• Media websites: may simply contain a copy of an advertisement appearing in the press, or 
may include an external description of the vacancy and the company and provide a link to the 
company’s website 

• Job websites: usually operated by specialized firms and can contain over 100,000 vacancies 
with 6 or 7 million ‘hits’ a month. Companies pay to have their jobs listed on the sites, which 
are not usually linked to agencies, e.g. jobs.cz, prace.cz etc. 

• Agency sites: run by established recruitment agencies. Candidates register online but may be 
expected to discuss their details in person before their details are forwarded to a prospective 
employer. 
(Armstrong 2006: 422). 
 

The online-recruitment process comprises several steps: candidate attraction, selection, 
tracking, selecting, offering or rejecting jobs (Armstrong 2006: 420). The main reason for the 
rising popularity of online-recruitment is most probably the cost-savings connected with it. 
Capelli (2001) estimates that “it costs only about one-twentieth as much to hire someone 
online, if that is the only method used, as it does to hire the same person through traditional 
methods” (Armstrong 2006: 421). Another advantage of online-recruiting is that enterprises 
can provide candidates with much more information, which they can easily and constantly 
update. Online-recruitment does not only consist of candidates search, but it can also include 
self-assessments, online screening and psychometric testing online, which can be standardized 
and easily scored (Armstrong 2006: 421).   
Outsourcing recruitment is an option worth considering. While it is a costly option it may 
save time and lead to choosing the right candidate. It can be outsourced to agencies or 
recruitment consultants and the degree of outsourcing may vary from preparing a shortlist of 
suitable candidates to completing the whole recruitment process. When outsourcing 
recruitment to agencies and consultants it is essential to clearly communicate what an 
organization is looking for in a candidate in order to reduce risk and money spend on 
unsuitable candidates. The advantage of outsourcing to HR agencies is their expertise and 
efficiency, but they are quite expensive charging fees of 15% or more of the candidate’s 
salary. The advantage of outsourcing to recruitment consultants is that they have expertise and 
reduce workload for their customer. Their jobs reach from advertising, interviewing to 
providing a short list. Recruitment consultant’s feels are similarly, but slightly higher than the 
ones of private agencies (Armstrong 2006: 423).  
Another source for attracting candidates can be educational institutions, which are a relevant 
source especially for large companies offering graduate trainee programs and also for 
management consulting companies. In the case of small and micro enterprises this may be a 
less useful source. Often small and micro enterprises cannot compete with large organizations 
in attracting candidates and they may not have the means to train inexperienced graduates 
with the necessary skills for the respective job.  
 

2.4.1.3 Selection of candidates 
Application forms are standardized and structured ways to gather basic information about 
candidates and create a first short-list. According to Pioro and Baum (2005) to create more 
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effective application forms it is important to decided about the selection criteria, ask clear, 
relevant and non-discriminating questions, offering various answering options and guidance 
in completing the form to not narrow down the pool of applicants upfront and to develop an 
effective and consistent sifting process (Armstrong 2006: 425). Sifting processes are ways to 
filter the pool of applicants for eligible candidates. This should be done once a decent number 
of replies has been received. Armstrong (2006: 425) describes the most important steps in 
sifting process: 
 

• Listing applications on a control sheet, including name, date the application was received and 
the actions taken (reject, hold, interview, short list, offer) 

• Sending a standard acknowledgement letter to each applicant unless an instant decision can 
be made to interview or reject. 

• Comparing applications with the key criteria defined in the job specification and sorting them 
immediately into three categories: possible, marginal and unsuitable. 

• Reviewing the possibilities again to create a short-list for interviews. The short-list should 
ideally contain between four and eight candidates in order to give a choice to the responsible 
person and not overflow him/her with too many candidates. 

• Designing an interviewing program and inviting candidates for interviews, assessment centers 
and tests 

 
The three main methods for selecting candidates are interviews, assessment centers and tests, 
which will be elaborated upon in the following part.  
Interviews are the most common form of selection and there are different types. Interviews 
can be conducted in person/ face-to-face, via phone and nowadays Skype or other video 
conference tools are being used. Interviews can be either individual ones with only one 
interviewee and interviewer. It “provides the best opportunity for the establishment of close 
contact – rapport – between the interviewer and the candidate. If only one interviewer is used, 
there is more scope for a biased or superficial decision, and this is one reason for using a 
second interviewer or an interviewing panel.” (Armstrong 2006: 430). Interviewing panels 
means that two or more people conduct the interview together, for example the HR 
responsible of a company together with the candidate’s future boss. The advantage is that 
interviewers can discuss the candidates together, two people can be more objective and biases 
can thus be reduced (Armstrong 2006: 430). 
Assessment centers (AC) enable a more comprehensive evaluation of candidates and their 
behavior. They usually have the following feature: ACs employ exercises which simulate 
important tasks or situations of the respective job. These exercises can be group exercises or 
one-to-one role plays. The aim is to forecast how the candidate will behave on the job. In 
addition to that interviews are a standard procedure. Candidates’ performance during ACs is 
measured in different dimensions referring to the previously defined competencies necessary 
for this job. Usually more candidates are involved in ACs as it enables interviewers to see the 
candidates in interaction. Similarly to interviewing panels more than one assessor attend ACs 
with the aim of increasing objectivity and reducing biases. Assessors are usually 
professionally trained. “Assessment centres provide good opportunities for indicating the 
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extent to which candidates match the culture of the organization. This will be established by 
observation of their behaviour in different but typical situations, and by the range of the tests 
and structured interviews that are part of the proceedings.” (Armstrong 2006: 431). At the 
same time ACs constitute a chance for the candidate to familiarize themselves with the 
organizations culture and values and test their fit into the organization. 
Job-try-out or working one or two days as a test is another selection method, not mentioned 
by Armstrong, but very relevant for small and micro enterprises as it immediately 
demonstrates the competences and personal fit of the candidates. 
 
The choice of selection methods thus depends on the size of the company (its financial and 
HR means) as well as the position candidates are being recruited for. Cook (1993) describes 
the combination of application forms, interviews and references as the classic trio. Several 
studies have proven that interviews are not an efficient way to predict success in work and 
“that assessment centers, psychometric tests, biodata and structured interviews are more 
accurate methods of selection” (Armstrong 2006: 432).  
HRM aims at improving recruitment and selection processes by making better matches 
between the candidate, the organization and the requirements for the particular job. In order to 
achieve a more sophisticated approach it is necessary to really care for the specification of the 
behavioral and competence characteristics needed for the respective position. A broader range 
of methods should be implemented in order to find the right candidates matching the specified 
requirements. Due to the limited value of interviews, they should be supplemented with other 
selection methods (Armstrong 2006: 432). 
 

2.4.2 Training and development 
 
“Training and development is the field which is concerned with organizational activity aimed 
at bettering the performance of individuals and groups in organizational settings” (Harrison 
2005: 5). Both, training and development, are part of the concept Human Resource 
Development, which are coordinated activities aiming to achieve behavioral change and better 
organizational performance (Montana & Charnov 2000: 225). As learning is directly linked 
with training and development it deserves to be defined first.  
Learning is “a continuous process that not only enhances existing capabilities but also leads 
to the development of the skills, knowledge and attitudes that prepare people for enlarged or 
higher-level responsibilities in the future.” (Armstrong 2006: 560).  
Development is an “unfolding process that enables people to progress from a present state of 
understanding and capability to a future state in which higher-level skills, knowledge and 
competencies are required. It takes the form of learning activities that prepare people to 
exercise wider or increased responsibilities.” (Armstrong 2006: 570).  
The main difference between learning and training, is that learning is more in the hands of 
the individual while training refers more to the organization. Training refers to a situation in 
an organization when it is decided in advance what are the skills and knowledge to be 
enhanced (Armstrong 2006: 560).   
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2.4.2.1 Training 
 
“Training is the use of systematic and planned instruction activities to promote learning. The 
approach can be summarized in the phrase ‘learner-based training’. It involves the use of 
formal processes to impart knowledge and help people to acquire the skills necessary for them 
to perform their jobs satisfactorily.” (Armstrong 2006: 575). 
When is it appropriate to utilize training as a way of learning for employees? Training is 
useful when employees lack certain skills that are best developed by formal instruction rather 
than learning by doing. When new skills are quickly needed by a group of people - and cannot 
be acquired on their own - training is useful.  
When trainings are planned for employees the transferability of training has to be taken into 
account, because as Reynolds (2004) pointed out: ‘The transfer of expertise by outside experts 
is risky since their design is often removed from the context in which work is created.’ This 
risky situation can also occur when employees are trained internally, because the situation in 
which they are learning something may be different from when they are supposed to apply 
their new skills. Therefore training has to be as close to reality as possible, relevant and 
transferable (Armstrong 2006: 576). 
The more systematic trainings are, the more applicable and transferable they are. Systematic 
trainings should meet the defined needs by being specifically designed, planned and carried 
out. A simple four-step model helps to design systematic trainings: 
 

1. Identification of training needs. 
2. Decision what type of training is required to satisfy these identified needs 
3. Chose trained and experienced trainers to carry out the training. 
4. Follow-up and evaluation of the training to ensure its effectiveness. 
(Armstrong 2006: 577) 

 
Different training programs can aim at developing manual skills, IT skills, interpersonal skills 
(e.g. leadership, teambuilding, group dynamics), personal skills (e.g. assertiveness, coaching, 
communicating, time management) and can have the form of a management training, team 
leader training or training in organizational procedures or practices (e.g. induction, health and 
safety, performance management, equal opportunity or managing diversity policy and 
practice) (Armstrong 2006: 578). 
 
In summary, trainings are most effective when they are systematic, transferable, realistic, 
focused on analysis of skills and when the training purpose and desired outcome are clearly 
defined. Different training techniques, ranging from lectures, discussions, case studies, 
simulations to group exercises, have to be chosen matching the goal of the course and the 
participants and usually a mix of different techniques is most successful (Armstrong 2006: 
578). 
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2.4.2.2 Development 
Employee development can have many different forms from formal to informal, on-the-job 
methods to off-the-job. 
On-the job development methods include: 

• Orientation for new employees: can be formal, for example as a half or day program 
organized and sponsored by the employer. It can be less formal, e.g. manager spends a 
short time with every employee to introduce him/her. Or very informal in case of 
absence of any orientation program, which means that the new employee needs to 
develop him/herself.  

• Apprenticeship training: is a program often used in trade offering an opportunity to a 
person to learn under the supervision of an experienced tradesperson while getting less 
than the normal wage. 

• Internships, residencies, assistantships, clerkships, and fellowships: are paid 
opportunities to gain work experience in a supervised educational environment.  

• On-the-job-rotation – the aim of rotating employees is to give them a broader 
understanding of the organization and it is a widely used tool for developing 
employees. 

• Coaching – Subordinates are being coached by managers. It can be formal 
(performance appraisal) or informal (exchange of ideas over lunch). 

• Departmental staff meetings – can be a powerful tool to develop employees when 
executed in an appropriate way. Employees can present the status of their activities 
and projects, which enhances presentation skills, informs employees about other 
projects and creates pressure to deliver. 

• Company-sponsored courses – the purpose of these on-site courses taught by internal 
or external experts and sponsored by the company, is to bring managers together and 
create a common learning experience.  
 

On-the job development methods include: 
• Off-site seminars: the purpose of off-site seminars may be: learning, communicating 

with peers in the same industry or profession and it can be a reward for good 
performance. 

• Tuition assistance or reimbursement programs – companies support courses 
related to the employee’s job by aiding tuition fees. 
(Montana & Charnov 2000: 226-227). 
 

Different development programs stress the importance of personal development planning and 
planned learning from experience. Another way for developing employees is the concept of 
action learning. A balanced approach is the best way to maximize the effectiveness of 
development (Armstrong 2006: 571). 
 
Personal development planning is a plan for individuals, proposed and implemented by 
themselves, including what they intend to learn and what actions are necessary. While the 
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individual owns the responsibility for the program they are guided, encouraged and supported 
by the organization and their managers. Personal development planning usually contains four 
steps:  

1. Analyzing the current situation and need for development;  
2. Setting goals (e.g. improved performance in the job, skills, more knowledge, 

horizontal or vertical movement within the organization etc.);  
3. Preparation of an action plan: steps what has to be done and how (e.g. learning 

objectives, activities, responsibilities and timing) 
4. Implementation 
(Armstrong 2006: 571) 
 

Planned experience or “experiential” learning can take place by planning a sequence of 
experience that meets a learning specification for acquiring knowledge and skills that will 
prepare people to take on increased responsibilities in the same or different functions and 
occupations” (Armstrong 2006: 572). Programs are developed including what individuals are 
required to learn for each job or department where they stay for learning during this 
experiential phase. There should be a person to oversee the program and ensure that the 
individual is getting the proposed experience. A list of questions to check upon progress is a 
good tool to stimulate people and it is essential to follow up each step of the planned 
experience (Armstrong 2006: 572). 
 
Action learning, a method developed by Revans (1971), is a way to develop employees by 
exposing them to real problems. In this situation they have to analyze it, formulate 
recommendations and implement them. This concept is based on the idea that people learn 
best by doing something rather than by being taught. To describe his concept, Revans (1989) 
introduced this formula: L (learning) = P (programmed learning) + Q (questioning, insight) 
(Armstrong 2006: 573). 
Action learning programs typically consist of a group of four or five managers, who learn and 
help each other by solving a problem together. An external consultant often attends their 
sessions to advise them. Such a program can stretch over several months and usually consists 
of weekly meetings. This group has “to manage the project like any other project, deciding on 
objectives, planning resources, initiating action and monitoring progress. But all the time, 
with the help of their adviser, they are learning about the management processes involved as 
they actually happen” (Armstrong 2006: 574). 
 

2.4.3 Retaining employees 
 
Retaining key employees is in the interest of every organization and as pointed out in chapter 
2.2.8 about HRM trends is becoming an increasingly challenging task due to decreasing 
employer loyalty, increasing flexibility of employees and overall demographic and labor 
market trends. 
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In order to use the appropriate retention methods it is essential to understand the reason why 
employees leave an organization and they can be manifold. Interestingly, “88% of employees 
leave their jobs for reasons other than pay: However, 70% of managers think employees leave 
mainly for pay-related reasons“ (Branham cited in Yazinski 2009). Branham, a researcher and 
strategic retention consultant has identified seven main reasons why employees leave an 
organization:  

1. Employees feel the job or workplace is not what they expected. 
2. There is a mismatch between the job and person. 
3. There is too little coaching and feedback. 
4. There are too few growth and advancement opportunities. 
5. Employees feel devalued and unrecognized. 
6. Employees feel stress from overwork and have a work/life imbalance. 
7. There is a loss of trust and confidence in senior leaders. 
(Yazinski 2009) 

 
To tackle these problems the following methods can help to retain employees and prevent 
them from leaving the enterprise.  
 
Training – as explained in the previous chapter – is an effective tool, because it gives 
employees the feeling of being valued since the employer invests into them. At the same time 
employees are more capable of fulfilling what is required of them and employers can reach 
their goals more easily (Yazinski 2009).  
 
Mentoring – is a structured tool to develop strong relationships within an organization and 
thus fosters retention and growth. Mentoring means that a more experienced employee is 
couple with a less experienced in a similar area and the goal is to give goal oriented feedback, 
to develop certain competencies and to design career paths together (Yazinski 2009).  
 
Creating a positive culture – a strong company culture based on values such as teamwork, 
honestly and respect, can be an advantage to retain and also to attract employees (Yazinski 
2009).  
 
Compensation and benefits as appreciation – in order to show appreciation employers 
should offer for example “competitive salaries, profit sharing, bonus programs, pension and 
health plans, paid time off, and tuition reimbursement” (Yazinski 2009).  
 
Encourage referrals and recruit from within – hiring people who have been referred by 
someone from within the organization has the advantage that the person referring can 
realistically describe the job and the enterprise where the person will be working. Therefore, 
the likelihood that the hired employee will work in a job and environment where he/she fits 
and will stay is higher. Hiring from within is also a good way to retain employees, because 
both employee and employer know their fit into the organization (Yazinski 2009). Also, when 
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employees know that people are hired from within it is promise to them that they can grow 
within the organization.  
 
Feedback and coaching – giving feedback and coaching employees are important to align 
the goals of the enterprise with the efforts of employees. Especially in the beginning, but 
throughout any employment phase formal and informal feedback should be provided 
(Yazinski 2009). 
 
Growth opportunities – for employees the opportunity to grow is very important. 
Organizations should offer opportunities as described in the previous chapter, because 
employees are more likely to stay in a company investing into their development (Yazinski 
2009). 
 
Making employees feel valued – when employees feel valued and receive recognition for 
their work they deliver better results, take more responsibility and are more likely to stay with 
the organization. Rewards have an enormous motivational effect, especially when they are 
given as soon as the employee has achieved something. Feeling valued is not only connected 
to money, but a simple thank you or a free lunch can have a strong effect. In order to chose 
the best rewards for an organization it is good to directly ask for them in the form of meetings 
or surveys (Yazinski 2009). 
 
Improving work-life-balance and lowering stress – improving work-life-balance and 
lowering stress-level of employees by matching working conditions to the employee’s needs 
are very important for retaining people and often benefitting the employer due to higher 
productivity. Ways of improving work-life-balance are for example compressed work weeks, 
flextime, part-time as well as encouraging employees “to set work/life goals, such as spending 
more time with their children, communicates that you really do want them to have a life 
outside of work” (Yazinski 2009). 
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3 Practical part 
 
This chapter introduces the analyzed companies as well as Perfectia. The empirical results are 
being presented and evaluated based on the knowledge gained from the theoretical part.  

3.1 Profile of analyzed companies   
 
Figure 12 – Size of enterprises and year of foundation 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 
Altogether 34 enterprises replied to the questionnaire, out of which 33 answers are complete 
and relevant for this study (one enterprise is too large in terms of FTE and thus fits into the 
category of medium enterprise). In the following data analysis we will explore the answers of 
18 micro and 15 small enterprises, which were founded between 1991 and 2013. The 
responding enterprises do business in a broad range of industries from services, retail and 
construction to manufacturing6.  
 

3.2 Profile of Perfectia 
 
Perfectia offers Business Mentoring to small and micro enterprises in the Czech Republic. 
They were founded in 2011 and recently opened their second office in Prague. 

                                                
6 In detail: Manufacturer of furniture; sports equipment shop; climbing school; engineering; legal advice; 
logistics services; advertising; law; tax advice; hairdresser; hotel; gas boilers installation; gastro; sport, 
snowboard, skate shoes retail; consulting; water and landscape engineering; mechanical engineering; flooring 
wholesale + construction, logistics, electricity for large projects, IT, model aircraft business, construction, 
catering, wholesale and trade. 
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Perfectia is not a regular consulting company. It introduces a wholly new approach to 
consulting services, based on deep knowledge of the needs and difficulties of small and micro 
sized enterprises and their owners and managers. They use their own effective methodology 
that respects time and capabilities of the owners and executives and allows them to quickly 
implement desired changes without the need to hire expensive consultants or study extensive 
theories. Perfectia’s method is based on five pillars: strategy, finance, processes, sales and 
people. The pillar strategy should be highlighted here due to its relevance for the subsequent 
analysis and recommendations. Perfectia helps its customers when the employees are not able 
to say where the enterprise is heading, when the customers do not have a clear market focus 
and unique selling point, when products and services are just average and when the enterprise 
is developing more slowly than competitors. 
 
The very key finding that I learned from Perfectia is that small and micro enterprises are 
typically good at their core competency, but lack behind in most other areas of 
entrepreneurship. As one might guess, the number one problem is sales & marketing. 
However, it was very surprising to how often has the area of human resources has been 
emerging in the discussions. 
 
Small and micro enterprises have often trouble finding the right employees. If in place, human 
resource management is commonly inconsistent and entrepreneurs lack the appropriate 
qualifications. This results among others in problems such as: high turnover of human 
resources, wrong people in key positions, lacking motivation of employees, difficulties in 
delegating tasks and responsibilities, lack of knowledge how to design motivating 
compensation structures, and altogether in lower productivity of the enterprise (Perfectia 
2013). 
 
The methods for solving these problems of small and medium enterprises will be elaborated 
upon in chapter 3.4, which highlights the main findings of a qualitative interview with 
Perfectia business mentor Tomáš Rajniak. 
 

3.3 Quantitative research - Analysis of HRM in small and micro enterprises in 
the Czech Republic  

 
This chapter is focused on the evaluation of the quantitative study. While all results are 
graphically illustrated, key findings will be highlighted, analyzed and explained in more 
detail.  
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3.3.1 The HR function in small and micro enterprises in the Czech Republic 
 
The first step in analyzing HRM in small and micro enterprises in the Czech Republic is to 
scrutinize the HR function and find out who is responsible for HR in the surveyed enterprises. 
As demonstrated in Figure 13, in 24 out of 33 surveyed small and micro enterprises the owner 
takes responsibility for managing human resources. Usually a secretary and/or accountant 
supports him/her7. As to be expected and proven by a closer look at the data, those enterprises 
that have a HR manager are small, and not micro enterprises (in this survey: 15, 22, 27 and 27 
FTE).  
 
Figure 13 – HR responsible person 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 
Based on the results of the previous question it seems logical that only 6% of HR responsibles 
have higher education with a focus on HR. A majority of 67% has gained experience with 
managing HR during their present and 27% during their previous employment. Interestingly, 
employees who have attended trainings with a focus on HR have majorly participated in 
trainings within the enterprise rather than external trainings. This fact is surprising, because 
one would assume that the analyzed enterprises are too small to offer such trainings 
internally. This assumption is supported by a closer look into the numbers, because those 
enterprises offering HR trainings internally are the larger ones. 
 
 
 
 
 
 
 
 
 

                                                
7 Multiple responses were possible 
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Figure 14 – Qualification of HR responsible person 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.2 HR strategy and business strategy 
 
In chapter 2.2.5 and 2.3 we discussed the trend towards strategic human resource management 
and that several scholars emphasize the importance of linking an organization’s HR strategy 
with its business strategy. Within the survey the enterprises were asked whether they have a 
HR strategy and if so whether it is aligned with their overall business strategy. As 
hypothesized, the majority of small and micro enterprises does not dispose of a HR strategy: 
85% of responding enterprises do not have a HR strategy. Those enterprises that do have an 
HR strategy are mostly the larger ones (FTE: 44, 38, 27, 22 and 5). Based on this small 
sample we cannot draw conclusion between the industry of those five enterprises and the fact 
that they have an HR strategy.  
Academics would be pleased so see that as they suggest (chapter 2.2.5) the majority of 
enterprises have aligned their HR strategy with their business strategy (4 out of 5).  
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Figure 15 – Enterprises with HR strategy and alignment with business strategy 
 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 
Similar to the low number of small and micro enterprises disposing a HR strategy, only a 
small number has recorded their HR practices in written form: 6 enterprises (18%) have 
written HR practices compared to 27 (82%) that practice human resource management more 
adhoc and based on unwritten best practices. These results confirm what Tsai’s observations 
from 2010 as quoted in chapter 2.3. 
 
Figure 16 – Enterprises with written or adhoc HR practices  
 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.3 Analysis of HR practices in small and micro enterprises in the Czech Republic 
 
The core of this study is the analysis of how challenging and how time-consuming certain HR 
tasks are for small and micro enterprises in the Czech Republic. The surveyed enterprises 
have indicated how challenging and problematic these HR tasks are for them from “very 
challenging” to “not challenging”. In order to interpret the results comprehensively, it is 



   

55 
 

necessary to look at the “very challenging” as well as “very challenging” and “challenging” 
summed up. The top three HR tasks perceived as very challenging are recruiting (52%), 
retaining (43%) and managing-work-life balance (38%). These results confirm the high 
relevance of the two out of the three chosen research foci of this thesis. Training and 
development is not perceived as one of the most challenging HR tasks with only 26% 
marking it as very challenging.  
The figure below shows the analyzed HR tasks in descending order from “very challenging + 
challenging”. In this case recruiting (71%) remains the most challenging task, but is followed 
by improving working conditions (64%) and motivation (63%). The next tasks (managing 
work-life balance, administrative HR tasks, adapting to new laws and regulations and training 
& development) are perceived as similarly challenging, around 54-55%. Interestingly, in the 
accumulated illustration retaining does not score as high as when only looking at “very 
challenging” only. At this point it is important to note, that job description is relatively less 
perceived to be very challenging (24%) or “very challenging + challenging” (37%). 
 
Figure 17 – Challenge scale of HR tasks 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 
Being asked for other challenging tasks besides the above listed, the respondents named the 
following:  
 

Other challenges: “Finding a HR assistant; finding capable employees who will work for 
low wages; strategy to recruit students from schools, who attend practical work and 
training grants; absence of HR; permanent absence of a team; motivation of the owner; 
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employee’s agreement with the company's growth; no one who performs HR; development 
of current employees and their motivation.” 
 

A number of the named “other challenges” refer to recruiting problems or the non-existence 
of HR in their enterprise.  
It is surprising that 38% indicated “managing of work-life balance of employees” as very 
challenging and another 17% as challenging, because this is known to be a typical problem 
for large companies (ADP Employer Services 2010: 16). 
The results of the question how time consuming small and micro enterprises perceive the 
named HR tasks, show that the top three “very time consuming” tasks are: recruiting (57%), 
motivation (43 %) and managing work life- balance (36%). These results are actually similar 
to how challenging these tasks are. When cumulating “very time consuming” and “time 
consuming” recruiting (75%) remains the most time consuming task for most HR responsible 
people. We can see that it is followed by more everyday tasks that strongly consume the time 
of HR responsible people in small and micro enterprises in the Czech Republic 
(administrative tasks 68%, adapting to new laws and regulations 55% and time and attendance 
management 53%). Training & development is perceived comparatively low regarding time 
consumption (47%) as it is not directly executed by HR, but instead externally or by other 
colleagues (see Figure 18). Again it is important to notice that job description (47%) is not 
perceived as a very time consuming task compared to the other tasks. 
 
Figure 18 – Time intensity of HR tasks  

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
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In conclusion, we can record that recruiting is perceived as the most challenging and time 
intense HR task by the majority of respondents. 
 
The answers to the question which tasks are performed internally and which externally deliver 
fairly predictable results, nonetheless they are important to be confirmed and taken into 
account. Time-management is naturally a task to be performed internally. Similarly retaining, 
managing work-life balance, improving working conditions and motivation are rather to be 
performed internally, because those are directly linked with everyday work and satisfaction at 
the workplace.  
The fact that recruiting and job description (which recruiting is based upon) are mainly 
performed internally bears potential for both small and micro enterprises as well as for 
Perfectia. Since small and micro enterprises perceive recruiting as very challenging and very 
time consuming it is a task that they could seek external assistance for.  
 
Figure 19 – HR tasks performed internally and externally  

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.4 Recruiting in small and micro enterprises in the Czech Republic 
 
In order to find out why recruiting is such a challenging and time consuming task for small 
and micro enterprises and in order to find solutions it is necessary to find out where they 
recruit from and how they select candidates. 
The results of the survey clash with theory, because Armstrong does not mention external 
referrals as a source of recruiting (chapter 2.4.1.1), which is the most important one for small 
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and micro enterprises according to the survey. The second most important source for 
recruiting is internal referrals, which is also named by Julien (1998) as a key source for 
recruiting for SMEs. The increasing importance of online-recruiting as mentioned in chapter 
2.4.1.1 is also reflected in the results of this study with 15% of responding enterprises using 
job websites (jobs.cz, prace.cz, etc.) and another 6% use social media (Linkedin, Facebook 
etc.). Yet, it is worth considering in order to make even more use of online recruiting due to 
the extreme cost-savings. HR agencies are only used by 8%, which can probably be explained 
by the high costs these agencies charge (see chapter 2.4.1.1). The reason for only 6% using 
advertisements is probably that this recruiting source is increasingly being replaced by online 
recruitment. However, advertisement as a recruiting source should not be neglected because 
as all other sources its relevance depends on the desired target group. The Czech Republic has 
a comparatively high internet penetration with 73%8 (Internetworldstats 2012), yet older 
target groups may still make use of traditional job search via advertisement.  
 
Figure 20 – Sources of recruiting 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 
The personal interview is clearly the most preferred method to select candidates among the 
respondents. This is not surprising as it is a classical, simple and at first sight inexpensive 
method. Considering though that it is not the best method to find the right people it can 
eventually lead to high costs connected to turnover. The percentage of enterprises using 
assessment centers to select candidates is very low at 4%. Reasons for that could be lack of 
knowledge of how to conduct an assessment center or lack of understanding the benefits (e.g. 
comprehensive evaluation of required competencies, higher objectivity, mutual getting to 
know each other, etc.). Work on trial basis or job-try-outs are only used by 9%, which is 
astonishing because of two reasons: firstly researchers stress frequent use of job-tryouts by 

                                                
8 June 2012 
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SMEs and secondly the sample of respondents included enterprises such as hair-dressers and 
restaurants, where one would assume job-tryouts to be a regular selection method.  
 
Figure 21 – Selection of candidates  

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.5 Training and developing employees in small and micro enterprises in the Czech 
Republic 

 
The number of enterprises indicating to train and develop their employees is satisfyingly high 
with 88%. It leads to the presumption that most recruited candidates do not come with the full 
set of skills needed. Therefore, naturally the most common training method is induction 
training used by more than of the enterprises, because every employee needs initial training, 
which is specific for the respective organization. It is followed by training within the 
enterprise and learning from more senior colleagues. Both these ways of training conform to 
the idea of the Harvard framework that an organization should train its employees in such a 
way that they are most beneficial for it. The number of enterprises using external trainings 
and seminars is pretty high as well with 14, which is probably connected with the limited time 
and capabilities of small and micro enterprises. In order to release more time of people who 
train within the company the potential of external trainings could be exploited more. The 
reason why only 6 enterprises train their employees within the enterprise in a different 
department is likely to be connected to size and the fact that most small and micro enterprises 
do not have several departments. The result that no one of the respondents trains their 
employees online or at the computer was surprising as it is a cost efficient method that does 
not consume time of other colleagues, but at the same time it may not be suitable for the 
needed skills.   
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Figure 22 – Training & developing employees  

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.6 Retaining employees in small and micro enterprises in the Czech Republic 
The number of enterprises who work on retaining their key employees is even higher with 
90%. This sheds light on the question whether owners/managers/HR responsible care for 
HRM. As outlined in chapter 2.3 academics have diverging opinions with regard to this 
question, but the fact that 88% work on training & developing their employees and 90% on 
retaining their key people clearly shows that owners/managers/HR responsible of small and 
micro enterprises have understood the importance of their employees. The only question is, 
whether they are able to use the most effective retaining methods. The results of the survey 
raise doubt about that, because as mentioned in chapter 2.4.3 while 70% of managers think 
employees leave for pay-related issues, in fact 88% of employees leaving an organization for 
reasons other than pay. The respondents of the survey seem to be just as mistaken, because in 
our survey 55% attempt to retain employees by offering higher salaries/benefits. However, it 
might be that higher salaries/benefits are just part of the respondent’s initiative to keep 
employees, because multiple responses were possible in the survey. Besides pay, the two most 
common retaining practices applied by 52% of responding enterprises are 
creating/maintaining a positive company culture and offering personal growth opportunities. 
These two practices are very important and effective for retaining employees as explained in 
chapter 2.4.3. Especially a positive unique company culture, mainly enforced by the 
owner/manager9 of a small or micro enterprise can be source of a competitive advantage as it 
is difficult to imitate. Personal growth opportunities (52%) are named slightly more often than 
professional growth opportunities (40%), which can be explained with the fact that in a small 

                                                
9 The importance of the owner/manager as a person for small and medium enterprises is highlighted in chapter 
2.1.1. 
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enterprise employees have many chances to grow due to high responsibilities and need for 
self-initiative etc. As expected, job rotation is not a frequently applied retaining practice due 
to small size of the respondents and limited opportunities to rotate.  
 
Figure 23 – Retaining employees 
 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.3.7 Possible solutions as perceived by responding enterprises 
 
After having analyzed and understood what are the most challenging and time-consuming 
HRM practices for small and micro enterprises in the Czech Republic, we shall now examine 
what the owners/managers/HR responsibles see as possible solutions to tackle these issues. 
Automation of HR processes is named by 52% of all respondents and thus the most liked 
possible solution. Automating existing HR processes could mainly help small and micro 
enterprises with administrative tasks (payroll), time and attendance management and also 
partially with recruiting (application forms). These tasks are listed among the most time-
intense tasks. However, automation is not a solution for the most challenging tasks being 
recruiting (interviews, assessment centers etc.), retaining, improving working conditions, 
managing work-life balance and motivation. In order to tackle these tasks delegation from the 
owner/manager to other managers is a suitable solution. Hiring more temporary or permanent 
HR staff was only mentioned by around 10% of the enterprises, presumably because of lack 
of financial resources and lack of sufficient tasks for a full-time HR person. Therefore 
cooperation with HR agencies, outsourcing and sharing services with other enterprises 
becomes an attractive alternative. 
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Figure 24 – Possible solutions for HR challenges 

 
(Created by Lange based on results of the questionnaire, see chapter 8.1) 
 

3.4 Qualitative research – Analysis of HRM in small and micro enterprises the 
Czech Republic  

 
In order to understand the HR challenges of small and micro enterprises and the way they 
recruit, retain and train & develop their employees more deeply and discuss possible solutions 
I have conducted a qualitative interview with Perfectia business mentor Tomáš Rajniak. 
 

3.4.1 The three main challenges for small and micro enterprises in the Czech Republic 
 
Tomáš Rajniak sees the main HR challenge for his customers in the absence of HR, which 
results in three main problems:  

1. Recruiting: Choosing the right candidate and comparing candidates is seen as a major 
challenge for many customers. Also many of them struggle to integrate the new 
employees into the team and company and they struggle in designing a plan how the 
employee should develop. Rajniak sees the problem already starting before hiring, 
because small and micro enterprises are not aware of what the right candidate would 
be like, who would be suitable for the company and the activities that the company 
needs. When they hire, they often do not hire the right person and adjust the activities 
for the person that they have hired rather than finding the suitable person in the very 
beginning. Interestingly, this observation does not overlap with the quantitative 
results, because job descriptions is perceived as the least challenging and not very time 
consuming tasks out of all analyzed ones (see chapter 3.4.3). However, this insight 
from the interview is very valuable, because small and micro enterprises may not be 
aware that their recruiting problems are based on poor job descriptions.  
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2. Caring for current employees – Rajniak has observed that many small and micro 
firms do not realize that “If my employees are better, my company is better and more 
successful”, which is the idea of employees as a source of competitive advantage (see. 
chapter 1; 2.2.2 and 2.2.5). They do not care enough about their current employees 
and invest too mediocre in training and developing them and as a result of not caring 
enough they face difficulties in retaining their employees.  

3. HR processes – Another difficulty many small and micro enterprises face is the 
definition of HR needs (what activities are needed to be done), defining the ideal 
candidate (including professional and personal characteristics as well as experience). 
For many customers this challenge seems to be too sophisticated and time-consuming.  

 

Rajniak sees the following possible solutions to tackle these problems:  
1. Finding someone (internally or externally) who cares about HR 
2. This person needs to have responsibility within the enterprise and set goals 
3. Some solutions are: clear job descriptions for new candidates, developing and 

training current employees and preparing HR processes 
 

When comparing how important HRM is for small and micro enterprises to tasks that they 
perform (sales, finance etc.) Rajniak has observed that they often do not perceive HRM as 
important. However, during their cooperation with Perfectia they begin to realize how 
important it is and will be fore their future success to recruit and retain key people. 
 

3.4.2 Recruiting, retaining and training & development in small and micro enterprises 
 
Rajniak’ observation that when his customers want to recruit people they “usually ask their 
friends or just wait for a candidate to appear. They barely use job.cz or similar pages. They 
are generally not very proactive.” This overlaps with the results from the quantitative study 
(see chapter: 3.3.4). Once an enterprise has realized how important it is to find the right 
employee and it then needs to improve the recruiting process.  
The major approach way how small and micro enterprises train and develop their people, as 
observed by Rajniak, is shadowing. While this can be a very useful method to train employees 
in enterprise-specific ways of working in the beginning, after some time employees have 
learned from or shadowed their superiors and have reached the same level, which makes it 
difficult to develop any further. This is the point when external trainings and seminars are 
needed.  
In regard to retaining, Rajniak has observed that his customers usually do not actively work 
on retaining as they have not realized their employee’s importance for the enterprises success. 
Based on his experience Rajniak has developed numerous good methods for his customers in 
order to retain their qualified and experienced employees: programs to keep managers, for 
example with the option to become co-owner (see chapter 2.4.3) which gives them more 
motivation and drive; offering them more benefits (e.g. quarterly or semi-annually salary on 
top of their monthly salary, because employees will not leave the company if they expect an 
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additional salary in the future); and forming the vision of the enterprise together with the 
employees and thus giving them a voice.  
 

3.4.3 HRM strategy in small and micro enterprises in the Czech Republic 
 
When being asked whether his customers have HR strategies or written HR practices, Rajniak 
points out that it does not make sense for them. He believes that they need a direction, but not 
a long document. His observation conforms with the results from the quantitative study, but 
not with academics’ opinion (chapter 2.3). 
 

3.4.4 HRM trends in small and micro enterprises in the Czech Republic 
 
As a trend in HRM in small and micro enterprises Rajniak sees that they increasingly seek 
external support (e.g. HR agents) in order to balance their weakness of not having somebody 
taking care of HR (e.g. they increasingly outsource recruiting and training & development). 
The quantitative results confirm that many small and medium enterprises train and develop 
their employees externally (56%), however currently 94% claim to recruit internally. 
Generally he has observed that owners of small and micro enterprises understand that they 
need someone to help them with their business, because during the life of an entrepreneur 
they often lose their motivation along with getting older, so they need to find key employees 
and build them up to become their successors. 
The easiest and most popular solution, in Rajniak’s opinion, for his customers is to help them 
with job descriptions, prepare documents and checklists for recruiting, training & 
development and to help them to comparing candidates. 
In short, small and medium enterprises often face absence of HR and thus external support is 
increasingly necessary and requested in order to recruit and retain employees who give the 
enterprises a competitive edge. Once they have realized how important their employees are, 
simple solutions (e.g. job design, profit sharing) can have a strong positive effect.  
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4 Recommendations 
 
The aim of this chapter is to synthesize the theoretical background with the results from the 
analysis and generate practical recommendations, applicable by small and micro enterprises 
themselves as well as by Perfectia in order to improve the management of human resources in 
small and micro enterprises.  
 

4.1.1 Recommendation 1: Target group and HR function 
 
As the research results have demonstrated that in the majority of the cases small and micro 
business owners/general managers perform the HR function and knowing from the theoretical 
research that organizations usually start having a full-time HR manager from FTE number 
higher than 140, Perfectia should continue to focus on close collaboration with the 
owners/general managers of small and micro enterprises. Small enterprises with more than 
15-20 FTE should consider, in case they do not have it already, to establish an HR function 
within their organization, which will be filled with a part-time employee for one or two days a 
week.  
As described by Brand & Bax and others (chapter 2.1.1.) personal motivation and goals of the 
owner/general manager determine the enterprise’s behavior. Armstrong stressed the 
commitment-oriented nature of HRM and HRM being a management-driven activity (chapter 
2.2.3), which corresponds to Rajniak’s observation: it is necessary to find a committed 
person, with drive and support of the management to fill the HR function. Perfectia needs to 
continue following this principle. 
When preparing solutions for their customers Perfectia’s business mentors need to be aware 
of the educational background and typical characteristics of the owner/general manager of 
small and micro enterprises. The majority of owners/general managers does not have formal 
education in the field of HR, but they have developed their skills on the job (either current or 
previous job). Therefore their skills may differ greatly and when preparing solutions for them 
Perfectia should do an initial analysis with each owner/general manager in order to find out 
which skills or knowledge they actually need to develop.  
 
Recommendation 1 in short: 

• Focus on owners/general managers or if existent HR manager 
• Ensure they are committed and supported by owner/management 
• Know their educational background to match solutions 

 

4.1.2 Recommendation 2: HR strategy & practices 
 
A clear discrepancy between theory and reality can be observed regarding the existence of HR 
strategies in small and micro business. While the importance of the strategic dimension of 
HRM has been emphasized in the academic discourse (chapter 2.2.5), the survey 
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demonstrated that the majority of small and micro enterprises does not have an HR strategy. 
Furthermore Rajniak believes that small and micro enterprises need a direction, but no(t) 
lengthy documents that are not(e) being read.  
Since Perfectia supports its clients with strategy formulation in the sense that everybody 
should know where the company is heading (chapter 3.3), it is recommendable to also define 
short, easily comprehendible and applicable HR strategies that are matched with the 
enterprises business strategy (chapter 2.2.4; 2.2.5 and 2.3.3). For Example an IT company 
decides to grow internally and search for customers in Germany their future HR strategy  
should define to recruit preferable German speaking IT specialists. When assisting customers 
in generating their HR strategies, Perfectia should not just follow the matching model and 
match it to the business strategy, but also utilize the Harvard framework. The Harvard 
framework can assist as a concept to consider contextual factors such as stakeholder interest, 
situational factors etc. (chapter 2.2.4). 
The survey results indicate a low level of written HR practices. This is a weak point that small 
and micro enterprises should continuously work on and Perfectia can assist them in that. 
Recorded HR practices guarantee more consistency, more rational behind HR decision and 
they prevent HR knowledge and enterprise specific best practices to be lost in the case of 
employee turnover. This rationale of knowledge management is one of the purposes of HRM 
(chapter 2.2.2). 
 
Recommendation 2 in short: 

• Encourage and assist customers in formulating short and clear HR strategies aligned 
with the enterprises business strategy 

• Consider contextual factors when developing HR strategies 
• Encourage and assist customers in recording their HR practices in written form in 

order to guarantee consistency and knowledge management 
 

4.1.3 Recommendation 3: Recruitment 
 
As the results of the survey have shown, recruitment is clearly the most challenging and most 
time-consuming task for small and micro enterprises and thus bears potential for Perfectia to 
support its customers and have a strong impact on their future success. 
The importance of clear job descriptions and requirements for each position are emphasized 
by both academics (chapter 2.4.1) and Rajniak. Perfectia should continue assisting its 
customers in that. It is recommendable to apply either the fivefold grading system or 
superiorly the competency-based approach as explained in detail in chapter 2.4.1.1.  
When customers choose how to attract candidates, they should (or with the help of Perfectia) 
use the cost per reply ratio. This will enable them to decrease costs and in addition boost the  
efficiency in attracting candidates.  Small and micro enterprises should continue 
implementing both external and internal referrals (simultaneously a positive influence on 
retaining), as hiring referred people increases the probability of making the right match and 
decreasing the risk of turnover. On top of that it is a low-cost method to attract candidates. 
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Another low-cost method that small and micro enterprises should utilize more than they 
currently do is online-recruiting. Online recruiting combines two advantages for the 
owners/general managers (time and budget constraint), through automation it is timesaving 
and the costs are lower than for other methods. 
In addition the two above mentioned issues are solved by increasing the usage of standardized 
application forms and online tools such as Linkedin when selecting candidates. Perfectia can 
aid its customers by preparing application forms and teaching them how to use all advantages 
of Linkedin. Furthermore it is important that small and micro enterprises use the criteria that 
they have decided upon when defining the requirements for the selection of candidates. Both 
these steps save time and increase the comparability of candidates. 
As pointed out in chapter 2.4.1.3 and by Rajniak (chapter 3.4.2) the utilization of assessment 
centers generates better results than interviews. They enable higher objectivity and the chance 
of assessing various facets of candidates and thus finding suitable candidates. The same 
accounts for job-tryouts, which are both recommended by academics (chapter 2.4.1.3) and 
Rajniak (chapter 3.4.2). Depending on the type of job as defined in the job description small 
and micro enterprises have to decide whether to employ assessment centers or job-tryouts (or 
both). Assessment centers are more suitable when interpersonal skills (e.g. sales person) are 
required and job-tryouts are more useful when e.g. technical skills (e.g. carpenter) have to be 
assessed.  
In general, being supported by Perfectia and automating processes will release valuable time 
for owners/general managers and increase efficiency. 
 
Recommendation 3 in short: 

• Assist customers and teach them how to clearly define positions and job requirements 
(with the help of the fivefold grading system or the competency-based approach) 

• Select the best channels to attract candidates by using the cost per reply ratio 
• Encourage increased use of internal and external references and online-recruiting 
• Apply criteria as defined in requirements to compare and select candidates 
• Encourage and assist customers in using more assessment centers and/or job tryouts 

 

4.1.4 Recommendation 4: Training and development 
 
When training and developing employees small and micro enterprises should and most 
probably do, follow the simple principle as mentioned in the Harvard framework (chapter 
2.2.4): train employees exactly the way it is most beneficial for the enterprise. But in order to 
prevent an enterprise from stagnating with the existing skills and knowledge it is essential to 
apply external trainings and not just shadow more senior colleagues.  
Trainings and especially external trainings should be systematic and planned in order to 
ensure transferability of newly acquired skills and knowledge to actually improve the 
performance. This can be achieved through the application of the fours-step model (explained 
in detail in chapter 2.4.3). In order to achieve best learning results it is recommendable to 
balance different training methods (chapter 2.4.3).  
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Recommendation 4 in short: 
• Train and develop employees matching the needs of the enterprise 
• Train employees externally to increase the knowledge of the enterprise as a whole 
• Design systematic and planned trainings with varied methods 

4.1.5 Recommendation 5: Retaining 
 
The fundament for retaining is good recruiting, because when suitable candidates who match 
the enterprise are selected it is considerably easier to retain them. 
In order to prevent employees from leaving an enterprise in the future it is necessary to 
understand why other employees have left. Perfectia can support its customers in analyzing 
the reasons for leaving and based on that develop plans on how to retain employees in the 
future.  
The results of the survey have shown that a majority of owners/general managers is in the 
misbelief that salary is a good tool to retrain employees, whereas research has proven that in 
most cases salaries are not the reasons why employees leave an enterprise. Perfectia needs to 
communicate this to its customers and jointly find out what are the actual reasons why 
employees may leave the respective company. Based on that, Perfectia can develop concepts 
with its customers of how to retain employees. While these concepts will be very individual, a 
number of generally effective retaining tools are: profound recruiting, training, mentoring, 
creating a positive culture (many small and micro enterprise work on this already), 
compensation and benefits to show appreciation, referrals and recruiting from within, 
improving work-life-balance and generally making employees feel valued (chapter 2.4.3). 
As many small and micro enterprises already focus on creating a positive culture and 
providing personal growth opportunities (chapter 3.3.6) they should be encouraged to 
continue with it. Small and micro enterprises should also work on offering more professional 
growth opportunities for their employees, because it will increase their loyalty and also enable 
the enterprise to grow as a whole. 
 
Recommendation 5 in short: 

• Profound recruiting as the foundation for retaining 
• Communicate to customers that salary is not the main reason why employees leave 
• Focus on and analyze reasons why former employees may have left 
• Based on that develop plan to retain employees 
• Encourage professional growth as an opportunity for the enterprise to grow 

5 Suggestions for further research 
 
The breadth of the topic HRM in small and micro enterprises in the Czech Republic and the 
fact that little research that has been done so far, does not allow to cover all areas of interest 
and practical relevance related to this topic. Therefore I would like to suggest the main 
directions for further research on HRM in small and micro enterprises in the Czech Republic. 
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Bearing in mind the limitations of a master’s thesis and the consequently relatively small 
sample of the quantitative study, it will be of research interest for academics and valuable for 
practitioners to examine HRM practices in small and micro sized enterprises in the Czech 
Republic based on a larger sample. A larger sample will establish proof of similarities of 
managing human resources for example in certain industries or in relation to particular sizes 
of enterprises. Distinguishing even further between small and micro enterprises will be 
beneficial, because as we have seen from the results of the survey already, the reality of 
managing human resources is very different in an enterprise with 5 employees than in one 
with 50. 
Further research needs to be done to investigate deeply how important HRM is for small and 
micro businesses, because this study came to diverging results from the qualitative and 
quantitative part. 
As the results of the quantitative study have demonstrated major challenges for small and 
micro enterprises are improving work-life balance, motivation and working conditions it will 
be very meaningful for practitioners to analyze the challenges in a qualitative study and 
develop solutions according to those results. 
The third and possibly most important research topic, since today theory and reality are far 
apart, will be a long-term study scrutinizing how much it actually helps enterprises to match 
their HR strategy with their business strategy.  

6 Conclusion 
 
The thesis was designed to  analyze HRM practices in small and micro enterprises in the 
Czech Republic and to develop recommendations for improving their management of human 
resources and thus being equipped to fight and win the war for talent. 
The relevance of this thesis is clearly supported by having demonstrated the importance of 
small and micro enterprises for the Czech Republic as well the growing importance of HRM 
and the special significance of HRM for small and micro enterprises.  
Tracing the origins of HRM, highlighting its purpose, characterizing it, describing the main 
concepts, identifying trends and viewing it from a critical perspective has provided the 
fundament for the empirical research. The most significant results that arose from this 
theoretical study are the emergence of strategic human resource management and the fact that 
the majority of academics agree on the necessity to link HR strategies with business or 
corporate strategies. This necessity is emphasized both in general and with a specific focus on 
SMEs, which leads to the key question whether small and micro enterprises formulate HR 
strategies and if so, whether they align them with their business strategies. The hypothesis, 
that most small and micro businesses do not formulate HR strategies has been confirmed. A 
severe discrepancy between academic’s position and business reality has been identified. 
However, from a theoretical perspective it is important and beneficial to develop HR 
strategies. Under the condition of being precise and concise the formulation of HR strategies 
and their alignment with business strategies is recommendable. The necessity of taking into 
account contextual factors and the fast changing environment has been demonstrated. 
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What was identified for the formulation of HR strategies is echoed in the results for the 
management of human resources. The majority of small and micro enterprises manages 
human resources based on unwritten practices. In order to guarantee consistency and keep the 
knowledge of best practices within an enterprise it is recommendable to formulate HR 
practices in written form.  
Returning to the first research question about the HR function in small and micro enterprises, 
this study confirmed that in general human resource management is performed by the owner 
or general manager, who have no formal HR education in the majority of cases. In their 
position they are mainly limited by time and budget, more than in large enterprises. These 
results need to be taken into consideration by Perfectia when developing solutions. With 
regard to the aim of investigating how important HRM is for small and micro enterprises in 
the Czech Republic, a distinct answer cannot be presented as quantitative and qualitative 
results diverge. Further research, especially in qualitative form, is required in order to assess 
how much importance is credited to HRM by small and micro enterprises. 
The question which HR task is most challenging and time consuming for small and micro 
enterprises can clearly be answered as the majority indicated recruiting in the questionnaire. 
Bearing in mind the importance of recruiting with regard to war for talent, competitive 
advantage and its influence on the financial performance the significance of recruiting is 
evident. These conclusions underline the demand for external assistance of small and micro 
enterprises in the field of recruiting and the potential for Perfectia to provide the 
recommended solutions.  
The investigation of the most challenging and time-consuming tasks has revealed that 
administrative tasks, improving work-life balance, motivation and working conditions are 
challenging for small and micro enterprises. Thus further research is essential in order to find 
solutions for the improvement of those relevant questions bearing in mind the limited time 
and budget that is available. 
The study has further investigated how small and micro enterprises recruit, train & develop 
and retain their employees. Synthesizing these findings with theoretical knowledge has 
enabled me to develop practical recommendations. These recommendations are directed to 
Perfectia  and small and micro enterprises alike. 
In conclusion, the thesis based on theoretical research, examined the management of human 
resources in small and micro enterprises in the Czech Republic, both quantitatively and 
qualitatively. Merging these findings enables the formulation of recommendations for specific 
HRM challenges and has identified demand for further research and solutions. Thus the 
research serves as a base for future studies and contributes to the still evolving research field 
of HRM in small and micro enterprises. The empirical results of this thesis provide a new 
understanding of HRM in small and micro enterprises and offer practical solutions of how to 
manage human resources under the conditions given by the specific characteristics of small 
and micro enterprises. 
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8 Appendix 

8.1 Full questionnaire quantitative survey (original version in Czech) 
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8.2 Full interview with Perfectia business mentor Tomáš Rajniak  
 

1. What do you see as the main HR challenges of your customers?  
a. The major problem is the absence of human resource management, which 

results in three main problems: 
b. Recruiting new employees – choosing the right candidate and comparing 

candidates is a major challenge for many clients. Also many clients struggle to 
integrate the new employees into the team and company and they struggle in 
designing a plan how the employee should develop. First of all is, that they do 
not know, how important is to be clear about the right person. Therefore, they 
do not spend time to think about job activities and which person is suitable for 
or about the activities which their companies need. So then, They hire someone 
who is not the right one and they usually change then the activities for them.  

c. Caring for current employees (training, development, retaining) – many 
small and micro firms do not realize that “If my employees are better, my 
company is better and more successful” and they don’t care enough about the 
current employees. They need to work on retaining their key employees. 

d. HR processes - defining HR needs (what activities are needed to be done), 
defining the ideal candidate (including professional and personal 
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characteristics as well as experience). The challenge for many clients is to take 
the time and specify these things.  

 
2. What are your solutions to these challenges? 

a. It’s important to find someone (internally or externally) who cares about HR 
b. This person needs to have responsibility and goals 
c. Some solutions are: clear job descriptions for newcomers, developing and 

training current employees and preparing HR processes 
 

3. How important is HRM for them compared to the other tasks that they perform 
(e.g. how much of their time do they spent on HR work)? 

a. HRM seems not to be a priority of our clients in the beginning and they don’t 
think it’s important. However, throughout our cooperation they start realizing 
how important it is for success to have key people 

 
4. Based on your experience, how do your customers currently mainly recruit 

people and what should they improve when they recruit people? 
a. Usually they ask friends or just wait for a candidate to appear. They barely use 

job.cz or similar pages. They are generally not very proactive. However, they 
quickly realize how important is to find a right person to help them with their 
companies and then they need to learn how to recruit and so on.  

 
5. Do your customers already do something for retaining people? 

a. No, not really because they don’t really understand that key employees are 
important. 

 
6. Based on your experience, what is the best way for small and micro enterprises to 

retain qualified and experienced employees?  
Program for managers how to keep them (e.g. option to become co-owner in the future 
=> this gives them motivation, drive) 
Offering them more benefits (e.g. quarterly or semi-annually salary on top of their 
monthly salary, because employees won’t leave the company if they expect a salary in 
a couple of month) 
Forming the vision of the company together with the employees and giving them a 
voice 
 

7. What do your clients do to train and develop people? What could they do better? 
a. Usually they do shadowing, but the problem is that after some time the 

employees have learned what their superiors have shown them and they are on 
the same level. Then it’s difficult to develop further. 

b. After that, external training/seminars are needed and this is what we offer our 
clients.  
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8. Do your clients write down their HR strategy or practices? Why or why not and 

does it make sense to write them down? 
a. They don’t and maybe it’s nonsense for them. They need a direction, but for 10 

employees it’s not needed to write long document. 
 

9. Can you observe any trends in human resource management in small and micro 
enterprises? 

a. Owners of small companies understand that they need someone to help them 
with their company. During the life of an entrepreneur they often lose their 
motivation along with getting older, so they need to find key employees and 
build them up to become their successor 

b. Companies make more use of external help (e.g. HR agents) to balance out 
their weaknesses (they increasingly outsource recruiting and training & 
development) 

 
10. What is the easiest and most popular solution you offer your customers in the 

field of HR? 
a. Helping them with job descriptions, preparing documents for recruiting, 

training & development, helping them to compare candidates, preparing 
checklists etc. 

 


