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Often, small businesses do not possess the resources to have an HR department. In fact, 
small businesses are often led by busy managers from whom HR tasks drain time and 
energy. Therefore, small businesses need to understand how engagement in HR practices 
may impact firm performance. In this paper we add to existing knowledge by examining 
how higher performing small businesses differ from lower performing small businesses in 
terms of breadth (the number of HR practices engaged) and depth (engagement in active 
recruitment strategies) of HR practices. Our findings indicate that higher-performing 
small businesses tend to apply more breadth and depth in their HR approach than 
lower-performing small businesses. 

Introduction 

Scholars have long posited that high performing organi-
zations engage in more human resource (HR) practices, and 
that HR practices are related to performance (Wright et al., 
2005). HR practices include a wide range of activities, in-
cluding recruiting, selection, training, compensation plans, 
and performance evaluation, to name a few (Mahto et al., 
2018; Wright et al., 2005). While effective workforce man-
agement is essential for the success of all businesses, rel-
ative to larger businesses, smaller businesses are typically 
at a disadvantage in HR practice application. Characteristi-
cally, smaller businesses have little, if any, staff or resources 
totally focused on managing or enacting HR activities (Car-
don & Stevens, 2004; Coder et al., 2017; Klaas et al., 2000; 
Schultz et al., 1997). Large businesses, however, can spread 
costs associated with maintaining a dedicated HR depart-
ment across many employees, an economy of scale small 
businesses lack (Klaas et al., 2000). Small business leaders 
must address multiple tasks and wear an assortment of hats 
(Williams et al., 2018). For these leaders, HR activities take 
time and effort away from focusing on other vital business 
areas (Klaas et al., 2000). Additionally, as employees form 
a small business’ tacit knowledge base, small businesses 
tend to lack written procedures (Cardon & Stevens, 2004; 
Ireland & Webb, 2007; Kemelgor & Meek, 2008). As such, 
small business leaders often tend to “muddle through” HR 
issues and “stumble upon ways to manage and retain per-

sonnel” (Kemelgor & Meek, 2008, p. 75). Yet, because each 
small business employee represents a significant percent-
age of the company’s team (Froelich, 2004), small business 
HR practices are important, and therefore, HR research is 
vital to the small business field. 

However, due to leader biases or simply a lack of HR ex-
perience or know-how, sometimes small business leaders 
are unable to implement effective HR practices. For exam-
ple, some founders desire to maintain ultimate authority 
over hiring decisions, in which biases toward friends or fam-
ily members may take precedence (Kotey & Slade, 2005). 
Small business leaders may also recruit and hire based on 
personal likeability, more than relevant criteria such as 
technical skills (Cross, 1997). Employee recruiting and re-
tention is a priority for small business leaders, yet small 
businesses often see recruiting and retention as a problem 
(Phillips & Wade, 2008; Wade, 2016). In contemporary busi-
ness literature, it is estimated that 60% of small business 
owners see recruiting skilled workers as their greatest chal-
lenge (Howart, 2013), which lends support to research find-
ings where small business leaders identified personnel/re-
cruiting as one of their most pressing issues (Lowry & 
Chapman, 2000). 

Researchers have explored relationships between small 
business HR approaches and various concepts, such as the 
following: the fit between HR practices and strategy 
(Schultz et al., 1997); the effect of HR practices on employee 
retention (Kemelgor & Meek, 2008); small business leader 
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satisfaction with using professional employer organizations 
to handle HR activities (Klaas et al., 2000); the impact of 
small business leader characteristics on innovation (Mahto 
et al., 2018); interaction of entrepreneurial orientation (EO) 
with management HR control systems (Peake et al., 2019); 
and how human resource management (HRM), together 
with group culture, affects labor productivity (Patel & Car-
don, 2010). That said, few studies have explored the dif-
ferences between the HR practices of high performing and 
low performing small businesses, which is the focus of this 
work (for an exception see Coder, Peake, and Spiller’s (2017) 
study of high-performance work systems, intellectual capi-
tal, and firm performance). 

In connecting HR practices to higher organizational per-
formance, the present study seeks to provide findings with 
practitioner utility (Heneman & Berkley, 1999). Further-
more, we aim to continue building the foundation of small 
business HR knowledge, which Cardon & Stevens (2004) 
saw as lacking. From our review of the literature, we see the 
need for more small business knowledge development. This 
study explores how potential indicators of small business 
HR practices, particularly the breadth and depth of HR prac-
tices, connect with SME performance. In looking at breadth, 
we consider the number of HR practices in which organi-
zations engage, and for depth, we consider the extent to 
which organizations engage in active recruitment processes. 
Active recruitment differs from passive recruitment in that 
with active recruitment, organizations vigorously seek suit-
able candidates. In contrast, passive recruitment entails a 
more traditional approach of posting job openings through 
various channels and waiting for candidates to apply for 
the open position (Motley, 2016). Because researchers have 
identified recruitment as a source of concern for many small 
businesses, analyzing small business recruitment strategies 
is of particular value (Phillips & Wade, 2008; Wade, 2016). 
The next section reviews the literature related to potential 
linkages between HRM practices and small business perfor-
mance. 

Literature Review 
HR Practices and Performance 

Both academics and practitioners agree that HR depart-
ments should add value to an organization (Ulrich & Brock-
bank, 2005). This need has led to significant attention to re-
search investigating the relationship between HR activities 
and firm performance (Wright et al., 2005). Before looking 
strictly at firm performance, it is worthwhile to examine, 
more broadly, how HR practices contribute to organiza-
tional success. For example, a substantial amount of re-
search has examined numerous relationships among sup-
portive HR practices and a variety of employee attitudes, 
finding positive associations between HR practices and em-
ployee job satisfaction, organizational commitment, em-
ployee engagement, and citizenship behaviors, and a nega-
tive relationship with turnover and counterproductive work 
behaviors (Agarwala, 2003; Ariani, 2013; Whitman et al., 
2010; Yamazakia & Petchdee, 2015). 

As many conditions influence the relationships among 
the above-mentioned employee-related outcomes, a deep 
discussion is beyond the scope of the current paper. 

Nonetheless, the general conceptualization is that when HR 
practices result in satisfied employees, they tend to be more 
committed, more engaged, and have lower intentions to 
quit (Aydogdu & Asikgil, 2011; Russ & McNeilly, 1995). Fur-
thermore, high levels of organizational commitment and 
employee engagement tend to result in more productive 
employees (Deepa et al., 2014), which may positively affect 
firm performance (Markos & Sridevi, 2010). 

Additionally, the universality of some practices on indi-
vidual attitudes has led to discoveries similar to those pre-
sented above. As evidence, Deepa et al. (2014) found a posi-
tive relationship between employee performance appraisals 
and job satisfaction, organizational commitment, citizen-
ship behaviors, and engagement. Those outcomes together 
led to higher overall employee productivity. A significant 
amount of research supports those findings by indicating 
the positive effects of employee feedback. For instance, a 
result of decreased ambiguity, performance feedback is 
known to increase motivation (Kaymaz, 2011). While those 
factors related to employee attitudes were found to affect 
performance, another important HR function found to im-
pact employee productivity was training and development. 
In fact, research found that training and development ef-
forts help produce necessary skills and therefore lead to 
increased employee productivity in small businesses 
(Jayawarna et al., 2007; Mahto et al., 2018). 

Beyond the effects of a single HR practice, research found 
that combined HR practices interact with employee job sat-
isfaction to impact employee productivity and SME finan-
cial performance (Lai et al., 2017). Moreover, implemen-
tation of training and development, recruitment efforts, 
performance appraisals, and competitive compensation im-
pacts sales growth in SMEs (Carlson et al., 2006; Chowdhury 
& Schulz, 2020). Related, many SMEs use incentive com-
pensation to attract talent and maintain motivation and 
morale (Carlson et al., 2006; Chowdhury & Schulz, 2020). 
Nevertheless, there is still a lot we do not know about how 
HR practices broadly impact small business performance. 
The multiple positive relationships presented above sug-
gest that companies focusing on a wide breadth of HR prac-
tices will outperform those that do not, resulting in our first 
hypothesis: 

Hypothesis 1: Higher-performing small businesses will en-
gage in more HR practices than lower performing compa-
nies. 

Active Recruitment and Performance 

For all companies, recruiting high-quality employees is 
of significant importance. However, for small businesses re-
cruiting is even more important, yet it can be more chal-
lenging than it is for large firms. In fact, survey results from 
small and medium-sized firms report that, relative to other 
challenges, scarcity of qualified employees most threatens 
business growth (Williamson et al., 2002). Yet, there is a 
lack of evidence that small businesses regularly engage in 
deeper recruiting efforts, more than advertising the posi-
tion through a newspaper ad, hanging a sign on the door, or 
posting something on social media (Carroll et al., 1999). 

Research has shown that many small businesses prefer to 
fill vacancies using internal recruitment strategies (Desh-
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pande & Golhar, 1994). Utilizing internal recruitment 
strategies, particularly employee referrals, often produces 
higher quality workers who are committed to the organiza-
tion (Zottoli & Wanous, 2000). When employees refer job 
seekers to open positions in their organization, those em-
ployees can provide relevant information about the job and 
the organization, which can help enhance person-organiza-
tion fit. However, for many small businesses, using only in-
ternal recruitment sources limits the talent pool from which 
they can draw. As such, organizations need to engage in 
both internal and external recruitment to increase access to 
highly qualified employees (Erickson, 2001). 

When smaller businesses turn to external recruiting, 
they face additional barriers to attracting job candidates 
because job seekers know little about the organization or 
have low perceptions of the organization’s legitimacy 
(Williamson et al., 2002). Compared to passive recruitment 
strategies, active recruitment strategies use richer commu-
nication media (e.g., face-to-face, phone). To overcome ex-
ternal recruiting barriers, scholars suggest that small busi-
nesses should engage in these active recruitment practices, 
such as attending career fairs, to increase awareness 
(Williamson et al., 2002). 

Internal and external recruitment strategies that use 
richer communication media, such as job fairs, interns, and 
employee referrals, are more capable of providing potential 
recruits with additional or hands-on knowledge. Also, due 
to an increase in two-way communication, more recruit-
specific information is available to potential employers 
(Allen et al., 2004). Taking the time to participate in active 
recruiting can also help develop external networks, enhance 
social capital (Dubos, 2017), and lead to developing human 
capital via access to high-quality personnel (Coleman, 
1988). Furthermore, active recruitment may produce more 
employment team diversity, which is proposed as a per-
formance enhancer (Sequeria et al., 2018). Despite the po-
tential benefits of active recruitment strategies, there is 
a dearth of research on active versus passive recruitment 
strategies, and there is even less related to small business 
recruitment. However, because active recruitment uses 
richer communication media and can help enhance organi-
zational awareness and legitimacy in the eyes of job seek-
ers, we hypothesize a positive relationship between small 
business performance and active recruitment. 

Hypothesis 2: Higher-performing small businesses will en-
gage in more active recruitment than lower-performing 
companies. 

In exploring whether higher performing small businesses 
differ from lower performers in active recruitment, we hope 
to provide insight into small business’ deeper approach to 
HR practices. When small businesses engage in active re-
cruitment, as opposed to surface or passive recruitment, we 
propose they are engaged in HR practices at a deeper level. 
Evidence supporting Hypothesis 2 would suggest that small 
businesses applying HR depth would fall among higher per-
forming companies. 

Methodology 
Data Collection 

We administered a survey online through Qualtrics® to 
members of the Printing Industries of America (PIA), a 
trade association for printing companies. Multiple attrib-
utes of the printing industry make it an appropriate sample 
for this study. As the average PIA member has 47 employ-
ees, most printing companies are small businesses, address-
ing the small business focus here. Although we drew our 
data from one industry, printing companies are quite di-
verse, applying a wide variety of recent technological ad-
vances and offering a range of products and services, typ-
ically unique to each firm. In addition, as industry type 
may affect what HR approaches are adopted (Jackson et al., 
1989), printing firms provide a somewhat generalized look 
as they offer a combination of products and services. Fur-
thermore, PIA member firms yield a wide range of financial 
performance; 25% earn a net profit of 10% or more of rev-
enue, yet the other 75% operate at profit breakeven or be-
low.1 We hoped the potential performance variance in our 
sample would enhance findings related to how HR and re-
cruitment activities differ between high performers and low 
performers. 

Of the 3,238 PIA members who received an invitation to 
participate, 166 usable responses were obtained, resulting 
in a 5.13% response rate, which is relatively low. We at-
tribute the low response rate to the length of the survey, 
which was comprised of approximately 140 items, due in 
part to a plethora of industry-related questions requested 
by PIA. Following the Small Business Administration’s gen-
eral small business definition of less than 500 employees, 
we eliminated one response from a firm with more than 500 
employees. Respondents were C-level executives or senior 
management above the level of vice-president. In our sam-
ple, the average number of full-time employees was 65, and 
annual sales averaged $13,409,701. 

Measures 

Performance. Following previous research (e.g., Eddle-
ston & Kellermanns, 2007; Williams et al., 2018), we mea-
sured firm performance with self-reported perceptual items, 
which are typically highly correlated with absolute mea-
sures of firm performance (Honig & Samuelsson, 2012; 
Shepherd & Wiklund, 2009). Using a 7-point Likert scale 
ranging from 1- “much worse” to 7- “much better”, our re-
spondents assessed their firms’ financial performance rela-
tive to regional competitors in eight areas over the last year. 
Cronbach’s Alpha for firm performance was 0.94. 

To group our sample of 166 printing firms into high per-
formers and low performers, we applied hierarchical cluster 
analysis, employing the Wards method and Squared Euclid-
ean distances for measure (Hair et al., 1998). As our eight 
performance survey items employed the same 7-point Lik-
ert scale, we chose not to standardize the data. Our clus-
ter analysis produced two groups: 59 companies considered 

Dr. Ron Davis, PIA Senior Vice President and Chief Economist, provided data related to PIA member firms. 1 
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Table 1. ANOVA results for our eight performance measurement items 

Items F tests 
Significance of 
F 

1. Relative to competitors in our region, my business’ growth in sales is… 
F(1, 164) = 
150.91 

p < .001 

2. Relative to competitors in our region, my business’ growth in profitability is… 
F(1, 164) = 
156.21 

p < .001 

3. Relative to competitors in our region, my business’ growth in market share is… F(1, 164) = 94.54 p < .001 

4. Relative to competitors in our region, my business’ growth in number of employees 
is… 

F(1, 164) = 43.87 p < .001 

5. Relative to competitors in our region, my business’ return on equity is… 
F(1, 164) = 
203.56 

p < .001 

6. Relative to competitors in our region, my business’ return on total assets is… 
F(1, 164) = 
244.10 

p < .001 

7. Relative to competitors in our region, my business’ net profit margin (return on sales) 
is… 

F(1, 164) = 
157.26 

p < .001 

8. Relative to competitors in our region, my business’ ability to fund growth from profit 
is… 

F(1, 164) = 
187.69 

p < .001 

F(degrees of freedom) = F value 

higher performers, and 107 companies deemed lower per-
formers. We then ran ANOVA and found the two clusters 
were different at a statistically significant level: The two 
clusters represent groups differing in performance. How-
ever, firms in each group are similar in performance. Table 
1 provides a list of the eight performance items with the 
ANOVA analysis for those items. 

HR practices. We assessed HR practices via Wright and 
colleagues’ (2005) nine-item measure. This measure as-
sesses nine specific HR practices that fall under four broad 
categories: namely selection, training, pay-for-performance 
and performance evaluation, and participation. The set of 
HR practices related to selection, pay-for-performance and 
performance evaluation, and participation were preceded 
by the following question, “For how many of your current 
employees are the following statements applicable?” Sam-
ple statements include, “Qualified employees have the op-
portunity to be promoted to positions of greater pay and /or 
responsibility within the company,” “Employees in this or-
ganization regularly (at least once a year) receive a formal 
evaluation of their performance,” and “Employees at this 
organization have a reasonable and fair complaint process.” 
Responses were reported using a 5-point scale ranging from 
1– “none” to 5– “all.” Responses were recoded into a di-
chotomous yes/no response format where 1 and 2 = no and 
3, 4, and 5 = yes. For training, participants were asked the 
open-ended question, “On average, how many hours of 
training do your employees receive each year?” We recoded 
the responses into a dichotomous yes/no response format 
utilizing the same approach applied by Wright and col-
leagues (2005). Specifically, responses greater than 15 hours 
were coded as a 1 = yes and below 15 hours were coded as a 0 
= no. Consistent with Wright and colleagues (2005), we then 
used an additive index of all nine HR practices. 

Active Recruitment. We created an active recruitment 
measure that includes three sources: career fairs, employee 
referrals, and internships. We were specifically interested 

in investigating these media-rich recruitment sources be-
cause they require more personal involvement by the orga-
nization in the recruitment process and allow for two-way 
communication between the organization and job seekers. 
These three active recruitment sources were couched within 
a broader set of eleven active and passive recruitment 
sources that are commonly utilized (e.g., newspaper post-
ings, social media postings, job search websites, company 
websites, temporary employment agencies, permanent em-
ployment agencies, partnering with high schools, and part-
nering with colleges). To assess this measure, we asked the 
participants, “To what extent do you use the following re-
cruitment sources?” Responses were recorded using a 
5-point scale ranging from 1- “Do not use” to 5- “Always 
use.” We recoded the responses into a dichotomous yes/no 
response format where 1 and 2 = no and 3, 4, and 5 = yes and 
then used an additive index for our three active recruitment 
sources. 

Results 

Means and standard deviations are presented in Table 2. 
To assess whether our 59 higher-performing businesses en-
gaged in more HR practices and more active recruitment 
strategies than our 107 lower-performing businesses, we 
first ran a MANOVA using SPSS. Results indicated that there 
was a statistically significant difference in these HR activi-
ties based on level of business performance, F(2, 163) = 5.35, 
p = .006; Pillai’s Trace = .06, ηp

2 = .06. To determine how 
HR practices and HR active recruitment differ for higher and 
lower-performing businesses, we examined the between-
subjects effects for each variable using ANOVA. For HR 
practices, results indicated that higher-performing compa-
nies engage in more HR practices than lower-performing 
companies F(1, 164) = 7.36, p = .007, ηp

2 = .04. However, we 
noted that for our HR practices outcome variable, the Lev-
ene’s test for examining equality of variances was signifi-

The Breadth and Depth of Small Business Human Resource Practices: Do High Performers Differ From Low Performers?

Journal of Small Business Strategy



Table 2. Means and Standard Deviations for HR Practices and Active Recruitment 

HR Practices Active Recruitment 

Mean SD n Mean SD n 

Higher Performing Businesses 6.68 1.24 59 1.86 0.84 59 

Lower Performing Businesses 5.94 1.86 107 1.53 .080 107 

SD: Standard Deviation; n: number of businesses 

Table 3. Results of MANOVA and ANOVA for hypothesis testing 

Analysis procedure F tests Significance of F 

MANOVA F(2, 163) = 5.35 p = .006 

ANOVA 

F(1, 164) = 7.36 p = .007 

F(1, 164) = 6.26 p = .013 

F(degrees of freedom) = F value 

HR Practices 

Active Recruitment 

cant, denoting that we had failed this assumption. As such, 
to validate our findings, we also ran a Mann-Whitney test. 
Results indicated that our higher-performing businesses 
had a significantly (p < .05) higher mean rank (93.64) than 
our lower-performing businesses (77.91), providing support 
for Hypothesis 1. For active recruitment, our results indi-
cated that higher-performing businesses engaged in more 
active recruitment practices than lower-performing busi-
nesses F(1, 164) = 6.26, p = .013, ηp

2 = .04. Thus, Hypoth-
esis 2 was also supported. A summary of the MANOVA/
ANOVA results are presented in Table 3. 

Conclusions 

Although researchers have found that high-performing 
organizations engage in more HR practices that enhance 
performance (Wright et al., 2005), it remains unclear 
whether these results extend to smaller businesses. Leaders 
of small businesses wear many hats and must prioritize 
which hats are more important and how much time to 
spend on those responsibilities (Williams et al., 2018). Of-
ten, this means that many HR practices receive less at-
tention because of other priorities or a lack of knowledge 
on how to effectively carry out these responsibilities. As 
such, we sought to add to the existing research and inves-
tigate whether higher performing small businesses engage 
in more HR practices (the breadth of application) and active 
recruitment (the depth of HR application) than lower-per-
forming firms. 

Consistent with our predictions, we found that higher-
performing small businesses engage in more HR practices 
and more active recruitment strategies than lower-perform-
ing small businesses. These findings support the general lit-
erature’s position that HR plays a role in organizational per-
formance (Wright et al., 2005). We contend that our findings 
demonstrate that enacting HR practices and engaging in ac-
tive recruitment strategies is a greater priority for higher-

performing small businesses, and that lower-performing 
small businesses should consider what other HR practices 
they can utilize to add value to their particular organiza-
tions. 

Practical Implications 

Our study’s lower-performing organizations engaged in 
fewer HR practices and less active recruiting strategies than 
their higher performing counterparts. Because HR practices 
include various functions related to selection, evaluation 
and pay, training, and participation, smaller firms should 
first take a broad perspective to consider which specific HR 
functions they may be overlooking or need to invest in (a 
breadth approach). Then, as they prioritize which HR func-
tions may add value to their organization, they should ana-
lyze how they can best perform those HR functions to help 
enhance individual and firm performance and gain a sus-
tainable competitive advantage (a depth approach). In 
terms of specific HR practices, we would recommend that 
small businesses begin by analyzing their current recruit-
ment strategies and see how they may utilize more active 
recruitment strategies, such as attending career fairs, to 
help enhance awareness and legitimacy of their organiza-
tion in the eyes of job seekers, as well as help them expand 
their pool of recruits. As for current employees, there is 
growing research on the importance of creating a high-per-
formance work system (HPWS) by instituting specific HR 
practices like training and participation that focus on em-
ployee development and motivation (e.g., Way, 2002). Ac-
cordingly, we would recommend that organizations eval-
uate other HR practices that can enhance employee 
development and motivation. Lastly, research has shown 
that leader perception of HR effectiveness matter for the 
implementation and success of HR practices (Klaas et al., 
2012). Accordingly, while smaller firms look to improve 
their HRM, by implementing additional practices or tweak-
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ing how they engage in current HR practices, we recom-
mend that organizational leaders must champion and sup-
port those changes by communicating the importance of 
these changes. 

Future Investigations 

Indeed, small business HR research is vital and relevant, 
a path worthy of more travel. Our findings suggest higher-
performing small businesses tend to have more HR breadth 
and depth than lower-performers. Therefore, future re-
search might explore what moderates these relationships. 
Potential moderators might include the size of the small 
business, the amount of HR management experience among 
a firm’s leaders, or a firm’s age. Future research may also 
look at how an employee market might affect the relation-
ship between active recruiting and firm performance – in 
areas where the demand for employees is high and the sup-
ply is low, is active recruitment better connected to higher 
performance? Also, in terms of active recruitment, many or-
ganizations are turning to social media, which can impact 
employer reputation (da Motta Veiga et al., 2019) and pro-
vide avenues to connect with both active and passive job 
seekers (Carpentier et al., 2019). Future research can look 
at whether companies passively use social media to simply 
post jobs or actively use it to recruit qualified job applicants. 
And last, future research may explore small business HR 

depth by exploring other HR practices other than active re-
cruiting as was explored here. 

Study Limitations 

As stated above, we employed firms from one industry 
in our study, which may form a limitation. Yet, we hope 
the wide diversity in printing industry products and services 
mitigates potential biases. Our performance measures were 
subjective, not objective financial data. However, given the 
inconsistencies in small business accounting, the desire to 
avoid taxes, and the lack of standardized financial reporting 
(as in public companies), subjective measures have provided 
a viable alternative for small business performance mea-
surement (Honig & Samuelsson, 2012; Shepherd & Wik-
lund, 2009). We note that our results do not indicate cau-
sation and that engaging in more HR practices may lead 
directly to higher performance – other factors may affect 
small business performance regardless of the extent small 
business leaders are engaging in HR practices. And last, we 
applied several HR practices to indicate HR breadth and 
active recruitment for HR application depth. Certainly, re-
searchers may apply other tools to study the breadth and 
depth of small business HR usage. Despite these limita-
tions, we hope our work provides insights for practitioners, 
contributes to the existing small business HR research, and 
spurs future research in this area. 
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