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Abstract: The main aim of the article is to identify specific management practices of small and
medium-sized enterprises (SMEs), which determine processes of their growth and development,
and then to determine the character and force of dependence between the identified practices
and the growth and development of SMEs. It occurred that the HR practices and the monitoring of
results determine significantly the growth and development of small and medium-sized enterprises
in Poland and the Czech Republic. In order to accomplish the goal, the authors constructed a model
of dependence and also made an evaluation of the significance and force of its influence. The
unit data obtained from 383 companies operating on the territory of Poland and 381 ones based
in the Czech Republic were used for this purpose. The data were analyzed statistically using
structural equation modeling. The results point to, first of all, a substantial direct and indirect impact
of HR practices on the growth and development of companies in the examined size class in both
countries. We recognized four crucial factors of HR practices: (1) attracting talented people to
the company, (2) rewarding well, (3) causing that employees know precisely their tasks, decision
areas and responsibilities, (4) running an SME enterprise in such a way as to promote cooperation
between employees and to create a good working climate. In addition to traditional human resource
management practices, we observe in SMEs the need for introduction more humanistic management
models focused on building commitment and employee satisfaction. The influence of HR practices
on the growth and development of an enterprise is additionally strengthened by the monitoring of
results. In the case of Polish enterprises, there is a direct impact of the monitoring of results on the
development of a company. In the case of Czech enterprises, we have to do only with an indirect
influence of monitoring practices on the company’s development. Among studied monitoring of
results variables, three should be particularly stressed. It is essential that managers and leaders
define targets and measures of meeting the targets. The results obtained by the company should
be also presented and discussed and monitored on a continuous basis. Results could allow SME’s
practitioners a better understanding of crucial factors they ought to focus their management efforts.
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Introduction

Towards the end of the 1980s, all the countries
of the former socialist bloc had to wrestle
with  structural and systemic problems.
At the moment of entering the period of
transformations, Poland and Czechoslovakia
were characterized by different conditions,
among others, GDP per capita, the range
of macroeconomic imbalance, inflation rate,
indebtedness, or the share of the private sector.
In Poland, private ownership dominated in
agriculture, while in trade and service its share
was significant. On the other hand, as regards
Czechoslovakia, private ownership was scarce.
The 1990s saw far-reaching systemic changes
going on both in Poland and Czechoslovakia
(and following the split of the latter — the Czech
Republic). Privatization of enterprises was
the fundamental part of the economic reforms
program implemented in both countries.

The introduction of free market principles,
the influx of foreign investment and
restructuring actions, undoubtedly influenced
the change in the way enterprises functioned
in the market. At present, small and medium-
sized enterprises are of the key importance to
the economic development of Poland and the
Czech Republic. The transformations which
have occurred in the economies of the states
— former members of the socialist bloc — during
the last quarter century have made it legitimate
for researchers to apply, for instance, Polish or
Czech terms which have been already used by
market economies of longstanding traditions,
to describe the functioning of enterprises with
reference to such companies.

The aim of the work is to identify specific
management practices of small and medium-
sized enterprises (SMEs), which determine
processes of their growth and development,
and then to determine the character and force
of dependence between the identified practices
and the growth and development of SMEs.
The research was conducted in March 2017
with the use of the Internet-assisted survey
questionnaire (CAWI) in Poland and the Czech
Republic. The analysis was carried out on
the unit data obtained from 383 enterprises
operating on the territory of Poland and 381
companies based in the Czech Republic.
Structural equation modeling was used in the
analyses.

Many researchers have studied
determinants of firm growth and development.

This study both supports and adds to the
existing literature. The added value of our
research relates to the proposal of a unique
theoretical model, which examines the
relationship between practices in area of
human resources, monitoring results and the
growth and development of SME companies
in Poland and the Czech Republic. Outcomes
inform about the key aspects of HR practices
and monitoring that should be improved for
playing a more decisive role in the growth and
development efforts of SMEs.

1. Theoretical Framework

and Hypothesis Development
Resource-based view suggests a dependence
of the growth of small firms on having at their
disposal specific resources not only in the
material or financial senses but also in that of
skills. Dynamic skills, being one of the growth
factors, consist in acquiring, integrating, re-
configuring and using resources suitably to the
market situation (Eisenhardt & Martin, 2000).
A carrier of these skills is the human factor,
though. Thus, in fact, it needs inclining towards
the statement that this growth factor and the
quality of human resources must be taken into
account (Cressy, 2006; Koeller & Lechler, 2006;
Adamska & Minarova, 2014).

Human resources have certainly been
one of the key areas in the transition process
in post-communist Europe. The labor market
was not functioning, with high levels of over-
employment. Unemployment inevitably
increased sharply at the start of the transition.
A sharp contraction in state firms was offset
by the private sector expansion. Small and
medium-sized enterprises have played
a significant role in setting the transition
economies onto the path of convergence with
UE countries. For most countries, labour market
reform, economic growth, and emigration have
helped reduce unemployment over time.

The significance of HR practices regarding
incomes, value, growth, and development of
companies is confirmed by numerous empirical
studies. Here, an example is the research of
the Human Capital Index (HCI) conducted
by Watson Wyatt Company. That study
concentrated on looking for relations between
the quality of HR practices and the company’s
value. The analysis of HR practices allowed
identifying HR practices which have a positive
influence on the market value of the company.
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There is an extensive literature on the subject
of human resources management (Bainbridge,
Sanders, Cogin, & Lin, 2017; Markoulli, Lee,
Byington, & Felps, 2017). Some authors focused
their research on transition economies (Zupan
& Kase, 2005; Miliki¢, Janicijevi¢, & Petkovi¢,
2008; Bainbridge, Sanders, Cogin, & Lin,
2017; Egerova, Lancari¢, Eger, & Savov, 2015;
Sokolova, Zubr, Cierniak-Emerych, & Dziuba,
2019). Tung and Havlovic (1996) stated that
many Czech human resources practices are
similar to the ones created in the industrialized
West. The process of privatization influenced the
organizational structure of firms in transitional
economies (Cooke, Wood, Psychogios, &
Szamosi, 2011; Horwitz, 2011). There seems
to be a widespread agreement that human
resources are the main source of the success of
small or medium-sized enterprise (Dany, Guedri,
& Hatt, 2008; Jakubow, 2005; Struzyna, 2007;
Struzyna, Majowska, & Ingram, 2009). £ obos and
Szewczyk (2012) found that smaller firms exhibit
the lowest survival probability. Among them firms
employing regular workers overperform in terms
of survival rate, thus the decision on employment
is rational and substantially justified. The survey
by Egerovd, Lancari¢, Eger and Savov (2015)
indicated that talent management was not
a matter of primary concern to most organisations
in the Czech Republic and Slovakia. Brzostek
and Michna (2016), Allen, Ericksen and Collins
(2013) studied the impact of human resource
management practices on the performance of
firms. Svarova and Vrchota (2013) evaluated the
links between strategic management and firm
performance in micro, small and medium-sized
businesses. Results indicate that construction
companies with a clearly defined strategy show
better results of corporate financial performance
than companies without a defined strategy.

Hence, we may formulate the following
hypotheses:

H1a: HR practices have a positive influence
on the growth of a firm.

H1b: HR practices have a positive influence
on the development of a firm.

The literature gives conflicting evidence
about whether Investors in People (IIP) practices
improve organizational performance. Bourne,
Franco-Santos, Pavlov, Lucianetti, Martinez and
Mura (2008) found a link between the adoption of
the Investors in People Standard and business
performance. IIP practices in an organization
have a positive effect on business performance,

both the non-financial performance and the
financial performance of the business (Bourne,
Franco-Santos, Pavlov, Lucianetti, Martinez, &
Mura, 2008). In contrast, Ram (2000) reported
IIP as ‘“irrelevant and inappropriate” for SMEs
context. Investors in People (lIP) do not grow to
a higher degree than firms which do not invest in
people (Foreman-Peck, Makepeace, & Morgan,
2006). Fraser (2003) noted that the impact of
IIP on a small firm is neutral; businesses that
choose IIP achieve enhanced growth as a result
of their investments.

Adaptation to environmental changes is an
important theme in organization theory literature
(Sharfman & Dean, 1997; Dreyer & Grgnhaug,
2004; Grewal & Tansuhaj, 2001). A company
has an opportunity of achieving success in its
surrounding only when it continuously monitors
the latter and confronts the results with the
internal potential at the disposal. Monitoring
enables adaptation and improves over time.
Empirical studies have shown that strategic
flexibility can have a significant positive effect
on firm performance (Yang, 2010; Alpkan,
Yilmaz, & Kaya, 2007; Nadkarni & Narayanan,
2007; Grewal & Tansuhaj, 2001). Wherever
entry barriers protect a firm, flexibility issues
arise when the need for endogenous changes
occurs (Harrigan, 2017). The important step
in the strategic human resource management
process is to compare the performance of
the human resource strategy against the pre-
established targets.

This article attempts to contribute to the
debate concerning role of monitoring of
results but not specifically in strategic planning
process but rather in general process of SME
functioning. Strategic management is not
because the most typical type of management
for SME companies.

Hence, we
hypotheses:

H2a: Monitoring results has a positive
influence on the growth of a firm.

H2b: Monitoring results has a positive
influence on the development of a firm.

In Poland and the Czech Republic,
comprehensive structural reforms helped to
develop a vibrant small and medium-sized
enterprise sector. “Polish small and medium
enterprises are in the initial stage of life cycle
and are characterized by growth rather than
development with mainly quantitative success
factors” (Jakubdw, 2005).

consider the following
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Hence, we consider the following hypothesis:

H3: Development has a positive influence
on the growth of a firm.

In this study, growth and development
represent two aspects of the success of the
surveyed SME-class enterprises. In addition to
them, the authors also distinguish other areas
of success, such as enterprise survival and
material and social stability, which, however,
did not participate in this study. They create
a kind of logical sequence: (1) material and
social balance understood as the lack of
threat to the continuity of functioning, enables
focusing on pro-growth activities (2) growth
processes create economic potential enabling
improvement and justifying this improvement,
(3) development processes support feedback
enterprise survival (4). The relationship is
circular in its nature. Company’s growth should
be defined as improvement in all measurable,
and at the same time, key aspects of the
company’s functioning, such as: market and
distribution, production, basic economic and
financial categories, staff or cooperation with
other entities. Thus, examples of growth will be:
an increase in market share and an increase
in the number of markets or clients served, an
increase in the number of distribution channels,
an increase in production volume, an increase
in the company’s turnover, an increase in
employment, an increase in the number of
business partners and others not listed here. In
other words — the growth of an enterprise means
expanding the scale and scope of its activities
as well as increasing employment or turnover.
The development of the enterprise reflects the
improvement of the key areas of enterprise
functioning. These areas can only be described
with the help of hardly measurable, qualitative
variables. Development means improvement in
such areas as: competitive position, economic
condition, enterprise management system,
customer service system and customer
relations, market offer, method of cooperation
and cooperation with subcontractors, general
efficiency of operations.

2. Materials and Methodology

The aim of the work was to identify specific
management practices of small and medium-
sized enterprises (SMEs), which have significant
influence on such dimensions of their success
as growth and development. Then, the specific
aim was to create a model of dependence,

which would explain, in a complex way, the
causal links between these practices and the
growth and development of SMEs.

The survey covered companies employing
from 10 to 249 people (firms employing up to 9
people were excluded from the research). The
analysis was based on the unit data obtained
from enterprises based on the territories
of Poland (383 enterprises) and the Czech
Republic (381 enterprises). The authors chose
the proportionate stratified sampling method
(the number of elements in each stratum is
proportionate to their numbers in the given
population). The general population was divided
into strata, taking into account the size of the
given company: the first stratum — companies
employing 10-49 people, the other stratum —
enterprises employing 50-249 people, and
then a direct sampling of relevant entities
within each stratum was done. The survey was
conducted in March 2017 with the use of CAWI
(Computer-Assisted Web Interviewing).

The essence of modeling structural equa-
tions consists in reflecting interdependences
between directly unobservable hidden variables
through the application, for this purpose, of
observable measurement indicators. Each of
the hidden variables (HR practices, monitoring
results) is measured with an ordered set of
empirical variables (indicators). The variables
serving as indicators in the estimation model
were measured on a 7-degree scale (strongly
disagree — 1, disagree — 2, somewhat disagree
— 3, neither agree nor disagree — 4, somewhat
agree — 5, agree — 6, strongly agree — 7).

The growth of companies was
operationalized by the following fourphenomena:
the rise in the number of customers, the rise
in the number of employees, the rise in the
companies’ revenues, the rise in the company’s
value. The development of enterprises was
operationalized by three phenomena: perfecting
the management system, perfecting the market
offer, the development of cooperation with
other subjects in the market. The question was
asked if in the last three years the respondents
had had to deal with the above-mentioned
phenomena (Tab. 1).

Depending on a review of previous studies,
we developed a research model (Fig. 1).

Cronbach’s alpha coefficient was used to
assess the factors of internal reliability. In order
to assess the adjustment of the model the
following were used: the goodness-of-fit index
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m Proposed theoretical model

HR practices

H1b

H2b

Development

Specification of model indicators

Source: own

Latent
variable

Item description

Variable
label

HR practices

We act purposefully and actively for attracting talented people to the firm and
later we try to retain them in the company.

Our workers are well-paid.

Each person in our firm knows exactly the description of their tasks, areas of
decision and responsibility.

It is very important for us to manage the company in such a way that people
cooperate and work in a good organizational climate.

We let go people who are ineffective at work.

o

Monitoring
results

| have a detailed list of targets of my firm to meet.

-1

| have concrete measurements which show me how far am | advanced in
reaching the targets.

X | X|X| X

<

Each employee in my firm knows exactly their own targets, measures of
meeting the targets and the scope of their responsibilities.

2

In our firm, the results obtained by each employee responsible for the given
area are presented and discussed.

P

In our firm, the results obtained by the company are monitored
on a continuous basis.

X

Growth

In the last three years, there has followed an increase in the number of customers.

In the last three years, there has followed an increase in the number of workers

N

In the last three years, the company has increased its revenues.

w

In the last three years, there has followed an increase in the value of the
company.

Development

In the last three years, the company has improved its system of management.

o

In the last three years, the company has perfected its market offer.

=

In the last three years, the development of partner cooperation with other
firms in the market has been observed.

< |<|x| < |x|x|x

~

Source: own
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GFl, the adjusted goodness of fit index AGFI
and the Gamma index.

The contributions of the study should be
viewed in light of several limitations. In terms
of coverage, this study is limited to Poland
and the Czech Republic and the results might
not suitable to other countries. The study is
a cross-sectional in nature, thus data were
collected at one point in time. The use of a self-
rating development measure may constitute
a limitation of the study. Finally, from a technical
perspective, the survey results are based on
selected variables due tu size requirements for
structural equation models (5-10 observations
per estimated parameter).

3. Results and Discussion

Part of the determinants of companies’ growth
and development, recognized as a result of
a systematic review of the literature, was used
in the conducted research (data of this kind
were collected in the enterprises) but were
not included in the final model. The leading
example of this is the entrepreneurial orientation
described in the theoretical part, which was not
included in the ultimately accepted model.

Cronbach’s Alpha values

The analysis of measurement reliability
displayed a high level of internal agreement in
the case of monitoring results, HR practices,
growth and development (Tab. 2).

The formal basis to accept the model was
the assessment of results in the goodness-
of-fit tests (GFI, AGFI, Gamma). The results
obtained in the tests of goodness of fit to the
output model (Fig. 1) proved the adjustment to
be poor. Therefore, the decision was taken to
test alternative models through the elimination
of the output model of chosen paths (statistically
insignificant or of low values of standardized
coefficients of the paths).

The conducted analyses revealed a series
of relevant dependencies (Tab. 3, Tab. 4,
Fig. 2, Fig. 3). They also allowed identifying
the model of development of Polish and Czech
enterprises.

The obtained pattern of results points
primarily to a significant direct and indirect
impact of HR practices on the growth and
development of enterprises (both Polish and
Czech ones). Hence, hypotheses H1a and H1b
are confirmed. The influence of HR practices on
the growth and development of an enterprise

Variable Poland Czech Republic
Monitoring of results 0.85 0.86
HR practices 0.70 0.74
Growth 0.84 0.82
Development 0.72 0.75
Source: own, STATISTICA
Structural models for Poland and the Czech Republic
Hypothesis Path Result -
Poland Czech Republic
H1a HR practices — Growth Supported Supported
H1b HR practices — Development Supported Supported
H2a Monitoring — Growth Not supported Not supported
H2b Monitoring — Development Supported Not supported
H3 Growth — Development Supported Supported

Source: own, STATISTICA
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is additionally strengthened by the monitoring
of results. The results of the realized research
are confirmed in the literature on the subject.
The significance of human resources from
the point of view of the company growth is
fairly commonly confirmed in studies (Cressy,
2006; Koeller & Lechler, 2006; Coleman,
2007). A strong and direct dependence of the
company’s growth and its development on HR
practices, which occurs in the case of both
Polish and Czech enterprises, is — in the authors’
opinion — a peculiar sign of times. Concern for
the quality of human resources will to a greater
and greater extent determine the success of
the enterprise described in the categories of its
development, as well as its growth in the times
of wage-earning emigration, aging of European
societies and the so-called employee’s market.
The unemployment to date has remained under
stronger and stronger influence of shortage of
workforce. On the other hand, we come to deal
with a significant phenomenon of wage-earning
immigration, e.g. from Ukraine. However, it
has not compensated the outflow up to date,
especially that of the highly-qualified workforce
from the markets of the examined countries.

In post-communist countries, we note a kind
of disbelief in the power of modern management
methods. This state of affairs changes, for
instance with inflow of foreign investments and
management methods, however, the remains of
traditional management models are too visible
in many enterprises, both large and small. In
the latter case, intuitive management is quite
common. ltis certainly in Poland. Entrepreneurs

prefer a technical and financial approach to
management, and innovations in the area of
human resource management are treated as
not serious. This situation will probably change
over time. This study indicates, that areas
such as concern for creating a good working
climate and promoting cooperation attitudes
between employees are a task for companies,
that want to attract and maintain the highest
quality human capital. Not only high salary and
good working conditions, but also employee
satisfaction and working climate are valued
right now in Czech and Poland as well. We
will probably be in the near future witnesses
of the growing role of humanistic, so-called
soft management methods in countries where
Taylorism has dominated so far.

In the case of Polish enterprises, there
is a direct impact observable of monitoring
of results on the development of a company
(H2b). This impact is additionally strengthened
by HR practices. In the case of Czech
enterprises, there is only an indirect influence
noticeable which monitoring of results has on
a company’s development. A possible cause
of this is a different culture of work, which
requires supervising and continuous controlling
to a lesser extent. Such factor as commitment
can probably complement the deficiency in
monitoring activities.

Strong dependences can indicate that the
growth of small enterprises is a significant
determinant of their development in the sense of
the quality of the management system, market
offer or cooperation with entities which function

m Weights of the paths in the structural model (Poland)

HR practices

0.654

0.352*

Development

Note: GFI = 0.884, AGFI = 0.844, Gamma = 0,912;
* — Statistically significant at p < 0.05.

Source: own, STATISTICA
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m Weights of the paths in the structural model (Czech Republic)

HR practices

A
0.783* 0.447* Development

Source: own, STATISTICA

Note: GFI = 0.854, AGFI = 0.805, Gamma = 0.860;
* — Statistically significant at p < 0.05.

in the surrounding environment. The results of a firm (H3). This is in agreement with the
of this research support the hypothesis that  conclusions made by Jakubéw (2005). This
growth has an influence on the development can be regarded as an additional result of

Estimates of the parameters in the model

Estimate of path weight

Path = P-value
Poland Czech Republic

HR practices — X, 0.972 1.000 p <0.001
HR practices — X, 0.826 1.031 p <0.001
HR practices — X, 0.779 0.974 p <0.001
HR practices — X, 0.686 0.756 p <0.001
HR practices — X, 0.332 0.663 p <0.001
Monitoring — X 1.315 1.340 p <0.001
Monitoring — X, 1.372 1.266 p <0.001
Monitoring — X, 0.986 1.147 p < 0.001
Monitoring — X, 1.051 1.083 p <0.001
Monitoring — X, 0.971 1.195 p < 0.001

Growth — Y, N.a.
Growth — Y, 1.021 0.775 p <0.001
Growth — Y, 1.241 1.131 p < 0.001
Development — Y, 1.208 0.802 p <0.001

Development — Y, N.a.
Development — Y 0.734 1.122 p < 0.001
Development — Y, 0.711 0.854 p <0.001

Source: own, STATISTICA

Note: N.a. — Not tested for statistical significance
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the present study. It can be assumed that the
growth of SME enterprises precedes their
development and is a kind of development
catalyst. It seems, based on the collected data,
that the increase in revenues, the number
of employees, the number of customers or
cooperators triggers processes of improving the
way the company operates — its development.
In the author’s opinion, such a relationship
has a logical reason. Small and medium-
sized enterprises usually develop not so much
synoptically as incrementally. Their decision-
makers usually do not anticipate achieving
a certain level of development in advance, but
carry out development activities when there is
a rational economic premise, they need it, and
this premise is the growth of the enterprise and
the increase in the number of operations that
need to be carried out more efficiently, better,
faster or cheaper. Such a path of dependence
may be particularly typical for earlier stages
of enterprise development, because in the
next, mature stages, one can also speak of
the feedback effect of development on growth
processes.
Our results identify four crucial factors
related to HR practices (Tab. 4):
= attraction talented people to the company,
and then acting in the direction to retain
them;
the importance of salary;
knowledge of tasks, decision areas, and
responsibilities;
= running an SME enterprise in such a way as
to promote cooperation between employees
and to create a good working climate (which
is a novelty in SME enterprises managed
largely intuitively by the owners-managers

unfamiliar with  modern management
models).
Hence, SMEs should pay particular

attention in their choice of employees, since
these choices can have a critical impact on the
growth and development of the firm and then
to recognize the determinants which influence
the retainment of the employee process. SMEs
should improve the process of attraction of
talented people (what is mainly realised by care
of relations with employees and building a good
image as an employer in Internet). On the other
side is the termination of employment people
with low performance. However, the weight
of this factor is smaller than a robust talent
strategy.

The results provide some signals that
all tested forms of monitoring have strong
importance (Tab. 4). Among the variables
studied, two should be mentioned. It is essential
that managers and leaders define targets and
measures of meeting the targets. In connection
to the need of the use of more humanistic
management models, we want to propose to
lead verification of results in the cooperative
process in which participate actively two sides —
management and subordinates, as for instance
proposed in Management by Objectives.
There is also a clear need for presenting and
discussing obtained results, what seems to be
the next signal of expectation for some more
cooperative management. The results obtained
by the company should be monitored on
a continuous basis.

In consequence of the conducted empirical
research it was possible to determine certain
universal dependencies; however, differences
in the results indicate that specifics of
the examined country can be decisive in
determining relevant factors of growth and
development of enterprises.

Conclusions

Management practices is an important topic in
the management literature. However, we still
have much to learn. Our findings extend the
understanding of the role of HR practices and
monitoring practices for the SME growth and
development. Results of the modeling show
that HR practices are of key pro-developmental
significance for small and medium-sized
enterprises. We can observe also in SME
companies a need for more humanistic attitude
in management process (collaboration of
employees, climate of work, participative
discussion of results). Data show the evidence
of the importance of implementing a clear
policy of talents attraction and retainment.
The intensifying difficulty in finding specialists,
which has grown even stronger in recent years,
is a consequence of structural maladjustment,
that is the qualifications held by people who are
willing to take employment rarely suit the needs
of employers. The problem is getting more and
more severe, posing a serious barrier to the
development of not only individual firms but the
whole of the countries’ economies. Poland and
the Czech Republic are in the lead regarding
the states with the highest level of wage-
earning emigration in Central-Eastern Europe.
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This leads to the practical conclusion that
HR practices, which are focused on building
workers’ commitment and satisfaction with
their work, will be a key determinant of growth
and development of small companies in the
successive years to come.

The impact of HR on the growth and
development of an enterprise is additionally
strengthened by the monitoring of results. It
seems that monitoring of results reflects also
the significance of an organization’s flexibility
— its ability to adapt to changing conditions
in the surrounding environment. Practices
of monitoring of results are of particular
significance to the growth and development
of small companies. They arise from the
need to reach assumed business targets and
the necessity of functioning of the system
of controlling targets met by the employees,
the best in participative way which stimulates
commitment.
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