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Abstract: Exploring the attributes of sustainable growth is currently a very popular area of
scientific research. This area is particularly important for small and medium-sized
enterprises (SMEs), due to their significance in economic systems. This paper aims to define
the significant factors in the field of HRM and to quantify their impact of these factors on the
perception of sustainability in SMEs in the V4 countries. The empirical research was
conducted in March 2024 in the V4 countries using the CAWI research method. The total
number of respondents from the V4 countries was 1.056. The structure of respondents by
nationality was as follows: 26.23% were from the Czech Republic, 25.66% from Poland,
23.86% from the Slovak Republic and 24.24% from Hungary. The defined statistical
hypotheses were tested using regression and correlation analysis. According to the results
of the research, we can conclude that the application of progressive HRM tools significantly
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contributes to positive attitudes of SMEs towards sustainable growth. Thus, a participative
management style within the firm, a high-quality system of employee appraisal and tangible
involvement, the use of tools to enhance employees’ qualifications and career growth, the
provision of various company benefits and attention to employee satisfaction to maintain low
turnover represent progressive HRM tools in the context of the ESG concept. The HRM
system is an important part of pillar S of the ESG concept. The research has shown that
applying this concept can significantly affect SMEs and address some of their challenges.

Keywords: SMEs, HRM, progressive HRM tools, ESG, SME sustainability

1 Introduction

Small and medium enterprises (SMEs) play a crucial role in the socio-economic
development of most countries, and they are the driving force behind growth and
the backbone of the economy [1]. According to Batrancea [2], SMEs significantly
increase the regional gross domestic product (GDP) across the European Union.
Like other businesses, SMEs face numerous challenges today, such as digital
transformation [3], competitive, global and technological challenges [4], lack of
skilled personnel and organizational structures [5], limited of resources [6], and
cybersecurity challenges [7].

Human Resource Management (HRM) is one of the most important activities of
SMESs because most of them produce products and services primarily based on
human labor, which means that human capital represents the most important asset
for these firms.

Environmental, Social, and Governance (ESG) aspects are increasingly used to
measure selected aspects of companies' performance, shape investment decisions
and provide customers with appropriate information for purchasing products and
services in the context of sustainability. ESG maps firm performance across three
pillars (E, S, G) and refers to a set of non-financial indicators [8][9]. The main
objective of ESG creation and development is to guide firms towards sustainable
growth [10].

The application of progressive forms of HRM is an integral part of the ESG concept.
On the one hand, it encounters some barriers that are typical for SMEs (less
formalization of HRM practices, absence of HRM specialists in the company,
informal recruitment practices, lower financial resources for employee training,
etc.); on the other hand, efficient and motivated employees are a prerequisite for the
competitiveness, performance and sustainability of these companies.

ESG score reporting is mandatory for large firms and SMEs on the stock exchange.
ESG disclosure has become a key part of corporate reporting for large firms. The
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effectiveness of this tool in the SME segment is still under-researched, even though
these firms represent the majority of firms worldwide [11].

Given the global trend of promoting corporate sustainability, it can be assumed that
in the medium term, ESG score reporting will also be mandatory for other SMEs.
In this context, building a robust theoretical knowledge base in this area is
necessary. However, limited attention has been paid to the role of HRM practices
in shaping sustainability perceptions in SMEs, particularly in the V4 region.
Therefore, this research can be considered original.

In this study, we investigate the effect of the application of progressive tools on
shaping SMEs' attitudes towards sustainability. This research is unique in that we
present the findings of a robust empirical survey carried out in the Visegrad Four
(V4) countries.

The structure of the paper is as follows... The theoretical part presents important
findings in the HRM field within the SME segment. The next section introduces the
research aim, statistical hypotheses, methodology, and data used in the study. The
next section presents the research results and the evaluation of the statistical
hypotheses. This is followed by a short discussion. In the final section, the main
conclusions are presented.

2 Theoretical Background

In recent years, SMEs have been focusing on HRM, which represents one of the
main competitive advantages of enterprises. HRM is a fundamental element of
organizational success [12]. HRM is very important for SMEs [13], and interest in
HRM in SME:s has increased significantly in recent years [14-17]. Human capital is
considered the most valuable asset; therefore, for SMEs to thrive, they must adopt
a strategic approach to HRM [18]. This will enhance their competitiveness and
responsiveness to market changes. On the other hand, there is a lack of research on
HRM in SMEs [19]. Bilan et al. found that HRM practices in small and medium-
sized businesses in Ukraine are primarily implemented chaotically, lacking analysis
of their impact on resource efficiency and failing to connect with the overall
economic efficiency of enterprises [20]. Nam and Luu argue that knowledge
regarding the impact of HRM practices on the success of SMEs is still limited. They
also found that the adoption of HRM procedures facilitates labour productivity and
value addition [21]. Heilman et al. claim that it is crucial to focus on agile,
innovative, and productive HRM practices that can foster profitability and growth
among SMEs [17]. Ho et al. discussed the benefits of adopting strategic HRM in
SME:s to improve dynamic capabilities and foster innovation. The authors suggest
this approach can lead to positive business outcomes [22]. The study of Al-Tal and
Emeagwali suggests that knowledge-focused HRM practices may have a beneficial
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impact on enhancing the capacity for knowledge management, intellectual capital,
and innovation in both products and processes in SMEs [23].

In the contemporary global business environment, most organizations face evolving
and competitive market conditions that necessitate adaptation and effective resource
management to achieve a sustainable competitive advantage. One of the most
pivotal factors influencing the competitiveness of SMEs is their capacity to manage
human resources effectively. HRM in these enterprises encompasses a
comprehensive approach to addressing employee issues, encompassing recruitment,
development, motivation and workforce retention. These aspects of HRM are
fundamental elements of the strategies that influence the image and ability of SMEs
to compete in the marketplace. The HRM system directly and significantly
influences employees' capabilities, motivation and opportunities to participate in
company management through a high degree of autonomy [24].

The performance of an enterprise is a crucial determinant of its competitiveness and
depends on several factors. As one of the factors, HRM is primarily the
responsibility of line managers and HR professionals [25][26]. Pombo and Gomes
[27] analyzed the association between HRM and organizational performance.
Aslam et al. found that innovative HRM practices significantly impact labour
productivity and various forms of innovation, including product, process, and
marketing [28]. Viitala et al. found that managers' attitudes towards HRM impact
the performance of SMEs [29]. Regarding HRM practices, incentives,
compensation and teamwork are significant factors for firm performance [30].
HRM policies can significantly impact the marketing strategies and overall
performance of SMEs [31]. Hidayat et al. analyzed the effect of HRM competencies
on the financial performance of SMEs and found a significant influence between
the variables [32]. According to Alkhalaf and Al-Tabbaa, adopting HRM practices
influences organizational performance and innovation in SMEs [33]. Al Qaydi et
al. summarized HRM practices factors that impact SMEs performance — training
and development, employee compensation, HR planning, ethical climate [34].

HRM is the key to gaining a competitive advantage in today's global world. To
achieve effective HR management, it is vital to have competent staff to carry out
HR-related activities. HRM systems are the most important mechanism by which
companies develop their intellectual capital and achieve competitive advantage
[35]. This is confirmed by Spahi et al., who found that SMEs with owners with
greater formal HRM experience have more efficient and well-managed human
resources, contributing to their competitiveness. [36].

A synergy of several factors and activities, including HRM, is a fundamental aspect
of sustainability for enterprises. Sustainable enterprises operate continuously and
maintain liquidity, ensuring a stable and dynamic balance with their environment
[37]. All the aforementioned contexts of HRM in SMEs, including the impact on
performance, image, reputation and competitiveness, significantly determine and
impact the sustainability of SMEs. Sustainable strategies for SMEs were analyzed
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by Pallapu and Andrews [38]. According to Stubbs et al., qualities such as
resilience, hardiness, elasticity, flexibility, adaptability, and willingness to adapt
and fail enable SMEs to operate successfully in times of uncertainty and fast change
in the external environment and to respond to current demands by changing their
business models [39]. Sustainable HRM encompasses three fundamental
dimensions: environmental, social and economic sustainability [40]. HRM is
essential for sustainability, mediating the complex relationship between HR
performance and business performance and enabling organizations to tailor
strategies for sustainable competitive advantage [41]. HRM is a crucial factor in
sustainability, as it mediates the intricate relationship between HR performance and
firm performance. This relationship is influenced by many factors, including firm
size, age, and life cycle stage. By grasping these factors, organizations can tailor
their HR strategies to align with their needs, thus contributing a sustainable
competitive advantage and organizational success [32].

In light of the significance of HRM as a competitive advantage, SMEs are
increasingly adopting strategic and innovative HRM practices, including e-HRM,
to enhance sustainability and business performance. Effective HRM improves
performance and impacts organizational image, reputation, and talent retention.
This highlights the critical role of HRM in sustaining competitiveness and fostering
growth in SMEs. The progressive HRM tools in this research included the following
factors: participative management style, development of employees' skills and
career growth, providing corporate benefits to employees, and an emphasis on
employee care and satisfaction.

In the context of modern business, sustainability plays a growing role SMEs
because it refers to the ability to operate in an environmentally and socially
responsible manner while achieving economic viability. Research illustrates that
SMEs are increasingly adopting sustainability frameworks to enhance operational
efficiency and engage with the community [42].

The relationship between HRM, CSR, and ESG frameworks is crucial for
promoting sustainable practices within SMEs. Effective HRM practices serve as
mediators that enhance the implementation of CSR initiatives, leading to improved
organizational performance [43]. Furthermore, ESG have been identified as
beneficial tools for SMEs, enabling them to benchmark sustainable practices and
drive strategic improvements [44]. Consequently, a cohesive approach integrating
HRM, CSR, and ESG can significantly influence an SME’s capacity to achieve
long-term sustainability goals while responding to market pressures [45].
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3 Aim, Methodology and Data

The paper aims to define the significant factors in the field of HRM and to quantify
the impact of these factors on the perception of sustainability in SMEs in the V4
countries.

Empirical research was conducted in March 2024 in the V4 countries as part of
cooperation between the European Center for Economic and Social Research
(ECESR) and the external agency MN Force. The ECESR scientific team prepared
the research questionnaire. The professional agency MN Force collected the data
using the CAWI research method. MN Force ensured a random selection of
respondents and a representative sample. The questionnaire could be completed by
the owner or senior manager of a small or medium-sized enterprise (SME,
hereinafter referred to as the "respondent"). The questionnaire consisted of 21
questions, six of which were designed to obtain basic information about the
company. The second part of the questionnaire measured the attitudes of SMEs
towards defined ESG statements, sustainable growth, and business ethics issues.
Each respondent had the option to choose one of the following answers: strongly
agree, agree, no opinion, disagree and strongly disagree.

The total number of respondents from the V4 countries was 1,056. The structure of
respondents by country was as follows: 26.23% in the Czech Republic (CR),
25.66% in Poland (PL), 23.86% in Slovakia (SR), and 24.24% in Hungary (HU).
The structure according to company size was as follows: 50.28% were micro-
enterprises, 27.56% were small enterprises, and 22.16% were medium enterprises.
In terms of length of business, the structure was as follows: 32.67% of the firms
have been in business for five years or less, 30.02% for more than five years and up
to 10 years, and 37.31% for more than ten years. Regarding gender, 50.57% were
male, and 49.43% were female.

Based on the results of research studies [40][41][43], four significant independent
variables in HRM and one dependent variable in sustainability were defined. These
variables were formulated as statements to which SMEs were asked to take a
position.

Independent variables:

x1: Participative management style is applied in the company. We use a
quality system of evaluation and tangible employee involvement.

x2: We have plans to upskill our employees and ensure their career
development.

x3: We provide various company benefits to our employees.

x4: It is important that employees are happy in the company and have no clear
interest in leaving for another company. Turnover in our company is less
than 10% per year.

Dependent variable:

-109-



Belas, J. et al. The effect of important Human Resource Management
factors on the sustainability of SMEs. A case study from the Visegrad Four countries

y: Sustainable growth should pursue the companies' economic interests and
the positive impact on the social system and environmental aspects. We
apply this view in our day-to-day business activities.

Following the selection of the independent variable and the dependent variable, the
following statistical hypotheses were defined:

H1: Applying a participative management style and a good employee
evaluation and material involvement system positively influences SMEs'
attitudes towards sustainable growth.

H2: Ensuring employees' up-skilling and career development positively
influences SMEs' attitudes towards sustainable growth.

H3: Providing corporate benefits positively influences SMEs' attitudes towards
sustainable growth.

H4: Ensuring employee satisfaction positively influences SMEs' attitudes
towards sustainable growth.

The linear regression model (LRM) and correlation analysis (CA) methods were
used to test the statistical hypotheses at o = 5% significance level. Regression
analysis examines the causal relationship between dependent variables and
independent variables. Linear regression was applied due to the use of a five-point
Likert scale. Positive attitudes toward the independent variables linearly and
positively determine the dependent variable.

4 Results
Table 1 presents the basic results of descriptive statistics:
Table 1:
descriptive statistics
y x1 x2 x3 x4

Mean 2.0275 2.1127  2.0606 22150  2.0786
Std. Error 0.0278  0.0297 0.0288 0.0314 0.0301
Std. Deviation 0.9019  0.9656 0.9359 1.0212 0.9777
Sample Var. 0.8135 0.9323 0.8759 1.0428 0.9559
Kurtosis 0.7657 0.3631 0.7731 0.1744 0.5754
Skewness 0.8391 0.7479 0.8592 0.7161 0.8604
Count 1056 1056 1056 1056 1056

Testing values of kurtosis and skewness demonstrated that the data are normally
distributed (a = 0.05).

Table 2 summarizes the results that were obtained from the correlation analysis.

Table 2:
Correlation analysis
y x1 x2 x3 x4
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xl 0.6234 1

x2 0.6066 0.7571 1

x3 0.6018 0.7012 0.7371 1

x4 0.5866 0.5900 0.6557 0.6638 1

The dependent variable y is strongly and positively correlated with variables x1 to
x4 (Pearson correlation coefficient ¢ = <0.5866; 0.6234 >).

Table 3:
Linear regression model results

Regression ANOVA df SS MS
Multiple R 0.6948 Regression 4 414.3366  103.5841
R sqr. 0.4828 Residual 1051 443.8670  0.4223
Adj R sqr. 0.4808 Total 1055 858.2036
Std. Err. 0.6499 F 245.2693
Observed 1056 p-value <0.0001

Coeff. Std. Error t Stat p-value VIF
Intercept 0.4687 0.0537 8.7306 <0.0001 -
x1 0.2614 0.0336 7.7696 <0.0001 2.637
x2 0.1196  0.0377 3.1700 0.0016 3.112
x3 0.1395 0.0323 4.3199 <0.0001 2.716
x4 0.2171  0.0291 7.4639 <0.0001 2.019

In Table 3 it is shown that the regression model is statistically significant (p-value
<0.001). This model predicts 48% (Adjusted R sqr.) of the effect of x1-x4 on y. All
the independent variables significantly influence SMEs' attitudes towards
sustainable growth. The independent variables (x) are moderately correlated.

The regression model is presented in Table 4:

Table 4
Hypothesis results and regression model [C = confirmed; R = rejected]
Hl H2 H3 H4
V4 C C C C
y=0.4687 +0.2614 x1 +0.1196 x2 + 0.1395 x3 + 0.2171 x4

Table 4 summarizes that the statistical hypotheses H1, H2, H3 and H4 are
confirmed.

5 Discussion
The study identified four progressive factors in HRM that positively influence
SMEs' attitudes towards sustainability.

The first factor was the application of participative management system, a high-
quality appraisal system, and tangible employee involvement. The research showed
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that applying this HRM system positively influences the formation of SMEs'
attitudes towards sustainability. The findings are consistent with the conclusions of
studies by several authors, such as [46][47]. Coffeng et al. reported that in this
management system, managers encourage team members to make suggestions for
the firm's decision-making [48]. Transformational leadership focusing on
employees' personal development, motivation, and individual care positively
influences ESG performance in SMEs.

The second significant factor classified as progressive HRM tools is use of tools to
enhance employee qualifications and career development. The research results are
compatible with the findings of Dar and Mishra [49], who emphasize that the most
important human capital investments are the education and training of employees
and other authors such as [25][26] who have examined these attributes in the context
of SMEs performance, labour productivity and organizational performance. The
results of Su and Lin's study show that the better the ESG performance of
enterprises, the higher the efficiency of human capital investment [50].

The third significant factor that should have a statistically significant impact on
shaping SMEs' positive attitudes towards sustainability was the provision of various
corporate benefits such as recreation, social insurance contributions, organizing
corporate events, sporting activities, and cultural events. It can be assumed that
when SMEs can invest funds in this area, which positively influences employee
satisfaction and loyalty, they perceive their company as having strong future
prospects.

The fourth factor was the concern for employee satisfaction, intending to maintain
a low turnover rate, which should not exceed 10% per annum. Research has shown
that this factor is statistically significant in shaping SMEs' positive attitudes towards
sustainability. SMEs need to keep staff turnover to a minimum as high turnover
rates increase their costs or may decrease revenues. These aspects reduce the
financial performance of SMEs and also lead to lower levels of competitiveness.
The research results are compatible and follow the results of several authors who
deal with HRM issues. Human capital is not only knowledge, skills and experience
but also the willingness of individuals to use these attributes to create value for the
organization [51], which can be achieved through employee satisfaction,
commitment and loyalty. According to Saks, HRM and management systems
positively affect employee engagement. The author emphasizes that appropriate
HRM practices will result in an organizational climate of care and concern for
employees, resulting in employees being more committed to achieving corporate
goals. SMEs should focus on building an appropriate HRM system, by which the
author means activities such as employee training and development, flexible
working conditions, work-life balance, participation in decision-making, health and
safety, career development, and health and wellness programs [52]. This approach
has been confirmed by the results of our previous research [53].
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Nielsen and Villadsen point out that the ESG doctrine emerged as a response to the
limitations of the Corporate Social Responsibility (CSR) concept. According to the
authors, ESG, unlike CSR, represents an opportunity to present consistent and
representative data on a business's environmental and social attributes on a
regulatory basis [10]. At this point, it should be emphasized that much of the
potential of modern firms is found primarily in human capital [49], and corporate
managers must know and use motivational theories to improve both individual and
firm-wide performance [54].

Betakova et al. investigated the field of CSR in the V4 countries. Their results
confirmed some differences between the V4 countries, respectively, when
comparing according to the size of the companies and the education of the
respondents [55]. Our previous research confirmed that SMEs' positive attitude
towards the environment positively influences entrepreneurs' attitudes towards CSR
concepts in the V4 countries [56].

The main objective of the ESG concept is the sustainability of economic growth in
the world. Therefore, companies must address this area and prepare a
comprehensive system of care for their economic development and the social and
environmental aspects of their business activities. Research by Khan et al. has
shown that SMEs in the V4 countries are seriously addressing the issue of
sustainable economic growth. In this research, SMEs in the V4 countries
demonstrated that they understand this concept and agree that sustainable growth
should not only pursue the economic interests of firms but also positively impact
the social system and environmental aspects of business [57]. Our research results
largely confirmed these SMEs' attitudes in the V4 countries. They provided
evidence that nurturing human capital is an appropriate way for SMEs to strengthen
their orientation towards sustainable economic growth.

6 Conclusions

This paper aimed to define the significant factors in the field of HRM and to
quantify the impact of these factors on the perception of sustainability in SMEs in
the V4 countries. This study focuses on understanding how modern HRM
approaches can contribute to these enterprises' sustainable growth.

According to our results, the application of progressive HRM tools contributes
significantly to the positive attitudes of SMEs towards sustainable growth.

All the defined progressive HRM tools have shown statistically significant positive
impacts on shaping SMEs’ attitudes towards sustainability. The application of
participative management style and a quality system of employee appraisal and
material involvement, the use of tools to increase the qualifications and career
growth of employees, the provision of various company benefits such as recreation,
social insurance contributions, the organization of company events, sports activities
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and cultural events, and the care for employee satisfaction to keep turnover low are
progressive HRM tools in the context of the ESG concept that shape the positive
attitude of SMEs towards the sustainability of economic growth.

Companies that apply progressive HRM tools positively perceive that SMEs should
not only emphasize the economic attributes of their business, but should also
evaluate non-economic attributes, which may include, in particular, social and
environmental impacts of their business.

The HRM system is an important part of the social pillar (S) of the ESG concept.
Research has shown that applying this concept can bring significant effects to SMEs
and presents certain challenges.

The research highlighted the need to formulate new theoretical insights into the
implementation of the ESG concept in the SME segment. This is a new challenge
facing the scientific field. The research results can provide valuable inspiration for
economic policymakers and motivate SMEs to use progressive HRM tools more
extensively and adopt a systematic approach to HRM.

This research was conducted in the V4 region, which represents a regional
limitation. On the other hand, the research methodology allows for similar research
to be conducted in any region. The formulated scientific findings can inspire further
research in the field of ESG in the SME sector.

Our future research will focus on other relevant areas that influence SMEs' attitudes
towards sustainable growth. We will explore the financial and ethical aspects of
shaping firms' attitudes in this area and the key determinants of the concept of CSR
in the context of ESG.
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