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Abstract

This thesis studies the association between humesources management (HRM)
practices and performance of micro-firms in thedfmtise Resource Planning (ERP) Selling
and Consulting sector. Study 1 includes ownergatheristics, and analyses two case studies.
Findings show that the owner with a lower leveeofrepreneurial skills and entrepreneurial
orientation (EO), uses less relational HRM prastideires already qualified people, and
promotes an autonomous way of working, had begeiopmance. The owner with a higher
EO is associated with bigger investment in employemagement. Study 2 analyses four
micro-firms relating HRM practices to corporatetaté (Competing Values Framework)and
performance. Results suggest that: clan culture ahgsositive impact on performance
regardless of the HRM practices; any kind of inoentpay has a positive impact on
performance, as long as the associated cultures tgpe not only on the control axis; and,
employees' perception of market culture has a negahpact on job satisfaction. Study 3,
based on a national sample, identifies two typdsRIM practices patterns: transactional and
developmental, and shows that transactional pextielate to firm performance. Three types
of firms regarding HRM practices number and intgnsiere identified: low, intermediate and
high-involvement work practices, which relate tafpamance the same way. Owners who
use more HRM practices also have higher entrepreeskills, emotional link to their
business, and promote clan culture. This thesssrare study of HRM practices in micro-
firms, contributing to the literature, to knowin@tter the ERP sector, and to micro-firms

business owners.

Keywords: Configurations, Human Resources Managémeractices, Micro-firms,

Organizational Performance

JEL Classification System: L2 Firm Objectives, Organization, and Behaviour; M12 —

Personnel Management
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Resumo

Esta tese estuda a associacdo entre as pratigastde de recursos humanos (GRH)
e 0 desempenho de micro-empresas do setor dassampyee vende e faz consultoria em
Entreprise Resource Planning (ERP). O estudo liimasl caracteristicas dos empresarios e
analisa dois estudos de caso. Os resultados mogtram empresario com um nivel mais
baixo de competéncias empreendedoras e orientagaeendedora (EO), usa praticas de
GRH menos relacionais, contrata pessoas ja qualdE e que promove uma forma de
trabalhar mais autonoma, teve melhor desempenbmpesario com maior EO investe mais
na gestao dos colaboradores. O estudo 2 anali$eo quro-empresas que relacionam as
praticas de GRH com a cultura organizacional (Mod#s Valores Contrastantes) e o
desempenho. Os resultados sugerem que: a cultudddem um impacto positivo no
desempenho, independentemente das praticas de GiRitjuer tipo de pagamento de
incentivos tem um impacto positivo no desempenbasdéd que os tipos de cultura associados
nao sejam apenas no eixo de controle; a percepgfi@alaboradores sobre a cultura de
mercado tem um impacto negativo na satisfacdo atmaltno. O Estudo 3, baseado numa
amostra nacional, identifica 2 padrdes de pratdeaSRH: transacional e de desenvolvimental
e mostra que as praticas transacionais estdo adae@o desempenho. Foram identificados
trés tipos de empresas relativamente ao uso degwdéie GRH: praticas de trabalho de baixo,
intermédio e alto-envolvimento, que se relacionam o desempenho da mesma maneira. Os
empresarios que usam mais praticas de GRH tém tamb#is competéncias
empreendedoras, maior ligagcdo emocional ao neggoiomovem a cultura de cla. Esta tese
€ um estudo raro de praticas de GRH em microengresatribuindo para a literatura, para

o setor de ERP de forma mais direta e para os sdmwe de micro-empresas.

Palavras-chave: Configuracdes, Desempenho OrgamiedcPraticas de Gestdo de Recursos

Humanos, Micro-empresas
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General Introduction

Scholars have been arguing that people, specifi@tiployees, can represent an
exclusive source of competitive advantage for thems, one that is difficult to imitate by
competitors (e.g., Barney, 1991; Huselid, 1995).aA®sult, suitable management of these
special resources can have a large impact on fimpetitiveness and performance.

Most of the literature on human resources manageKiRM) practices and their
impact on firm performance were carried out in éafigms. Heneman, Tansky, and Camp's
(2000) paper on unanswered questions regarding iRigtices in small and medium-sized
enterprises (SMEs), and Cardon and Stevens's (2@flértion on HRM in small firms,
confirm this. The authors of a recent meta-analyeggsirding HRM practices in SME (Rauch
& Hatak, 2016) also acknowledge that the majorftgtadies in the HRM field were carried
out in large firms.

We witness in the literature an increasing bodyestarch on SMEs regarding HRM
practices, namely relating them to firm performanidee recent meta-analysis performed by
Rauch and Hatak (2016) examined 56 studies sin®® 20at relate HRM practices to
performance in the SMEs context. Rauch and Hat@046) literature review items’ list is
longer, compared to the 17 studies reviewed by hhameet al. (2000). The larger number of
studies in these reviews suggests an increasiaesitin this field of research.

In the entrepreneurship literature, the relatiomstiihuman resources (HR) to growth
has increasingly become a topic of interest. Hbogh HRM practices (e.g., Mayson &
Barrett, 2006), and human capital, namely thatefldusiness owner (e.g., Rauch, Frese, &
Utsch, 2005) have been considered. Small firmggteuwith scarce resources, which include
people, causing each employee and their intellecatal to have a greater impact on the
firm’s performance than each employee has in lafgers. Previous empirical evidence
makes us expect that HRM practices, which influeeogployees’ human capital and
performance, have a positive impact on the firng'suits and the perceived success of the
firm, even if those practices are informal (Hayta@06; Mayson & Barrett, 2006).

Some researchers state that small firms managégoeafifferent ways than do larger
firms in areas such as HRM policies and system Idpuweent processes, the manner of
introducing HRM practices, making employee managegnuecisions, and formalisation
levels (Cardon & Stevens, 2004; Veloso & Keatim@0@).

The growth of small and medium-sized firms is ilgiagly researched as a source of
interest for both literature and economic policy iAteresting sub-group of this kind of firm

3
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involves micro-firms, which employ fewer than 10 workérgSaarakkala, Tornikoski,
Varamaki, & Kohtamaki, 2007). Micro-firms are thategory of business that represents the
most abundant proportion of firms worldwide (90%0)the European Union (EU) (93.1%),
as well as in Portugal (95.4%) (Organisation fooammic Co-operation and Development
[OECD], 2017a). The average employment proportsodifferent: in the OECD countries it
is 22%, in the EU countries it is 30%. Portugalnsong the five countries in the Eild which

the proportion of employment in micro-firms is ov&% (OECD, 2017a). In Portugal, in
2015 micro-firms employed 46.4% of the active pagioh and were responsible for 19.3%
of turnover, about the same as small and mediusddirms, which suggests that one-third
of the turnover in SME is due to micro-firms (INE)17). While data show that most firms
in the world are micro-firms, the countries tha¢daigger sized companies (i.e., fewer people
employed in micro-firms) have better overall ecomoresults. This means it is important to
help micro-firms expand in terms of employment §lenabling them to grow out of the
micro-firm category).

Micro-firms are a very pertinent type of firm toudy theoretically as well as
empirically. Their examination can bring importakmowledge both to the academic
community and society, particularly with respect business competitiveness and
employment. The current project root is the resednased view of the firm (Barney, 1991).
Its main objective is to better understand thetie@iahip between HRM practices and business
performance and growth in micro-firms.

Researchers agree that firm growth and competitis®is due to three main groups of
factors: the country’s macroeconomic setting, dpecharacteristics of the industry in which
it operates, and the firm itself (characteristafsthe entrepreneur, internal variables,
management strategies) (Baum, Locke, & Smith, 20@bbs & Hamilton, 2007; Wiklund,
Patzelt, & Shepherd, 2009). There are many stwdésh try to categorise the importance of
these factors, and several empirical studies poitite characteristics of the firm as the ones
that better explain business performance and gro{B#dum et al.,, 2001; Davidsson,
Achtenhagen, & Naldi, 2005; Dobbs & Hamilton, 2001 ere are two types of organisational

characteristics: tangible and intangible (Zahr&®1)9In this thesis, we control the tangible

! The Portuguese Ministry of Economy and Employnapiilies the European Commission Recommendation
2003/361/CE, of 6 May 2003, regarding the defimitaf micro, small and medium enterprises, considgri
both number of employees and business sales (Miiasta Economia e do Emprego, 2007) — therefoi@pm
firms have fewer than 10 workers and up to twoionllEuros in sales.

2 Greece, ltaly, Portugal, Slovak Republic and Spain

4
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and study the intangible organisational factorsritlate HRM practices to performance: firm-
owner characteristics, entrepreneurial and smaliness orientation, and culture.

Even though internal variables of the firm are ideed the most determinant in
differentiating firm performance, external variableuch as macroeconomic conditions and
industry also impact its role as facilitator or taute to progress. They therefore cannot be
disregarded (Baum et al., 2001; Datta, Guthrie, &git, 2005; Davidsson et al., 2005).

Since the industry has a direct effect on firm perfance (Wiklund et al., 2009), it is
important to identify the differences between firmighin the same sector, to analyse which
are the firms’ internal resources and capabilities deliver the best performance (Rodriguez-
Gutiérrez, Moreno, & Tejada, 2015). The manufaactugeods sector is the most studied
sector. It is therefore important to deepen knogéedn the services sector, considering their
share of business in European countries’ econolfiResiriguez-Gutiérrez et al., 2015).
Following the literature’s methodological recommation (Short, Payne, & Ketchen Jr.,
2008; Wiklund et al., 2009), we focus on one bussngeld from the services sector: the
Enterprise Resource Planning (ERP) selling andudting sector, which is part of the larger
Information and Communication Technologies sector.

The current thesis approaches the HRM practiceeqpeance link initially with a
broad, in-depth qualitative methodology, and therteeds with general data collection. This
enabled definition of the HRM bundles in micro-fspas well as characterisation of the
micro-firms and their firm owners regarding HRM gliaes and organisational performance.

Considering the limited knowledge about the migroxftype of management, in the
first study, we asked an overarching, exploratargsgion:is there an association between
HRM practices and performance in micro-firmé#” selected two firms that sold the same
brand of ERP. To collect data from the owners amtheof the employees we used semi-
structured interviews, unstructured observatiothatfirm's facilities, a survey to define the
owner profile, and secondary data regarding firnfgumance indicators. The information
was collected in two different stages, two yeararaprhis allowed for wide and in-depth
knowledge of the firms and their management dynamite results revealed two very
different and even contradictory ways to manag@lgeand the firm in general, yet both firms
were evaluated as “TOP partners” by their softwerase brand. Our findings pointed to a
contingency approach to the management styles ef@etneurial and small business
orientation), and led us to discriminate these taonts’ dimensions when considering

performance and crisis periods.
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In the second study we wanted to understand tla¢éioelof HRM practices with the
corporate culture and performance. We used the stasly methodology with four micro-
firms. Data were collected in two different phasesthe first phase we conducted semi-
structured interviews with both owners and eacthefemployees, as well as observation at
the firm's offices. In the second phase, we usedGbmpeting Values Framework (CVF)
model instrument to define the owner’s and empleyeelture perceptions. At this point we
also used surveys to assess employees’ satisfantidmffective commitment. To measure
firm performance indicators we collected seconddaja. The analysis of the broad and
detailed information collected about these fourrotitrms enabled the development of some
propositions. Théeelingof clan culture in both owners and employees sderhs related to
good firm performance, regardless of which HRM pcas were used or the amount thereof.
Incentive pay may be considered a very importaactore to be included in any HRM
practices bundle. This HRM practice happens wheragket type of culture is present. Yet
sometimes this can even occur in ath hoc way, with no structure. It still has good
performance results. It seems that it is importanhave a combination of culture types,
maintaining the precaution to avoid focussing amlythe control type of culture. Two features
of micro-firms emerged in our findings. To measdiRM practices in micro-firms it appears
to be better to do so in a qualitative (configunasi), as opposed to a quantitative (intensity),
manner. It is time in business, and not size, He@ms to motivate micro-firms to try to
standardise and control their processes.

In the third study, we collected data from a naglsample of business owners of ERP
selling and consulting micro-firms of several brand@/e conducted structured interviews to
firm owners using a questionnaire. Data gathering eompleted with secondary information
about the performance indicators. We found two besidf HRM practices in these micro-
firms: transactional and developmental practicady@he transactional practices related to
firm performance indicators growth from 2012 to 20There were three hybrid micro-firms
clusters based on these two dimensions, with arasmg level of HRM practices utilisation
and intensity sophistication: low-involvement wadactices, intermediate-involvement work
practices, and high-involvement work practices.réhgas a difference found between firm
owners’ characteristics associated with the HRM{xxas: the more entrepreneurial potential
abilities they possess, the more HRM practicesiaridgher intensity they use them. Most
firms are either characterised by low-involvemanhigh-involvement work practices. There
were no significant differences regarding perforoeamgrowth in any of the considered

indicators, which reinforces the configurationapegach assumption of equifinality.
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Several innovation issues set the value of thisishé'here is a new path to follow
regarding the HRM literature in a very importantdamderstudied type of firm, the micro-
firms. Even though there is increasing interesnraller sized firms (e.g., Innes & Wiesner,
2012; Jaouen & Tessier, 2009), they are not negissacro-firms. Another valuable issue
of this project is the use of empirical data toigefHRM practices patterns, rather than a
conceptual framework (e.g., Subramony, 2009). @sults enable entering the theoretical
discussion of HRM bundles and the differences betwmicro-, small and medium-sized
firms (e.g., Pearson, Stringer, Mills, & Summer30&). Studying HRM practices with other
internal organisational variables such as owndraracteristics and management styles and
corporate culture deepens the understanding diRM-performance link. The use of time-
lagged performance indicators to understand betéeeffect of HRM practices can be a very
useful strategy, rather than the cross-sectionaiogeh (Saridakis, Lai, & Cooper, 2017). The
results reliability of this thesis, in its basis,due to a methodological decision to focus on
just one business sector (leveraging all partidgpanth the same macroeconomic and legal
context). The project participants are competitaraong themselves, which enabled
comparison regarding the research variables.

This thesis begins with a general literature revikat frames the conceptual basis of
the project (Chapter 1). We then present the basisector in which we develop this research
project (Chapter 2). The next three chapters (&8nd,5) present and discuss empirical studies
relating HRM practices to performance of micro-frmvolved in ERP selling and consulting
sector. Finally, we report the final and generadatosions of this research.

In Table 1 there is a general outline of the entesearch project, describing the main
characteristics of the three empirical studies: th&n research questions, the general
theoretical topics covered, empirical approachaspdes, data collection dates, and periods
studied.
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Table 1- Summary of empirical studies

Empirical studies

Study 1 - The Huma
Resource Manageme
Practices-Performance
Link Incorporating the
Firm Owner: Case-Studie
in Micro-Firms

n Study 2 — The Relation @

htHuman Resource
Management  Practice
Culture and Micro-Firm

sPerformance: A Multiple
Case-study Approach

f Study 3 - A
s Configurational Approaclh
50 Human Resourc

Management Practices
Micro-Firms

research designs

>

Main research (1) How do HRM practices (1) How do the HRM| (1) Which HRM practices
guestions relate to performance ippractices relate to thepatterns do micro-firms
micro-firms? culture types? use? How do they relate to
firm performance?
(2) How are firm-owners] (2) How do the HRM
characteristics and practices and culture typeg2) What types of micro
managerial styles relate with firm| firms are there, regarding
associated with HRM performance? HRM practices usagep
practices and How do they relate to firn
performance? performance?
Main theoreticall HRM-performance link HRM-performance link HRM-performance link
issues HRM practices HRM practices Owner and employee
Owner and employee Organisational  culturet characteristics
characteristics performance link Owner profile
Owner profile Competing Values Owner management stylg
Owner management style  Framework (CVF)| CVF
Organisational culture types relation to Organisational
performance performance performance
Organisational
performance
Empirical Qualitative Qualitative Quantitative
approaches and

Samples Firm owners and theif Firm owners and their Firm owners
employees employees

Data collection 2010+2012 2010/11+2013 2014/15

Period studied 2008-2011 2008-2013 2012-2015
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CHAPTER 1. Human Resources Management Practices ardther Organisational
Factors Affecting Firm Performance
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1.1. Human Resources Management Practices and Pemnftance

There is a research domain that produced a sotigt bbknowledge regarding HRM
practices’ impact on firm performance, and whick been receiving much theoretical support
throughout the years: the strategic human resomeesgement field (e.g., Combs, Liu, Hall,
& Ketchen, 2006; Huselid, 1995; Pfeffer, 2005; WitigGardner, Moynihan, & Allen, 2005).
Literature regarding strategic HRM states thatpider to gain a competitive advantage
through people, firms need to have an HR systente(p& Doty, 1996). These HR systems,
when implemented with the intention to help accastpthe firm’s goals, are regarded as
strategic (Wright & McMahan, 1992).

Wright and McMahan (1992) identified in the strateBlRM literature micro and
macro approaches to HR systems. They considemadcas approaches policies and practices
referred to by the study as “individual,” while macapproaches emphasised a set of
interconnected HRM practices. These authors fonatHRM practices have a stronger effect
when they take place together, in bundles, ratiear tndividually, because the effects of the
different practices are additive (e.g., Combs gt28106; Huselid, 1995). MacDuffie (1995)
states that these HRM practices bundles are theubéso study the HRM impact on firm
performance because, as are coherent and firmfispean act as a strategic competitive asset
to firms, hard to imitate.

The sets of HRM practices that are designed toorgemployee involvement and
participation in the workplace, namely through commication between management and
employees, and have a positive impact on organisatperformance have been terrhégh-
performance management practi¢geollan, 2005; Wiesner, McDonald, & Banham, 2007).
Most literature, when explaining the relationshgivibkeen HRM practices and organisational
performance, adopts the behavioural perspectiaéingtthat thoséigh-performance [HR]
management practiceagct on firm performance by developing higher levet employee
knowledge, skills and abilities (KSAs), and motiagt workers to use these KSAs when
participating in organisational processes thabareficial (e.g., Combs et al., 2006; Huselid,
1995; MacDuffie, 1995).

On the same behavioural path, but with some nuamn@epresent some other authors’
models (e.g., Delery & Shaw, 2001; Guest, 1997rdifs& Bowen, 2000). Delery and Shaw
(2001) present a model in which they say that ddBM practice may affect several
employee’s characteristics, for example, trainiag affect both knowledge and skills, as well
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as motivation. Practices can also combine in differways to achieve the organisational
goals. These complementary effect of the practicedke the equifinality of the HR system
possible.

Guest (1997), relates the HRM practices with stpateeferring the importance of the
coherent contingency. The HRM practices shoulddreeived intentionally to obtain three
main HRM outcomes: commitment, quality and flextigilOnly after these HRM results are
attained the rest of the outcomes are accompligihedbehavioural outcomes (motivation,
cooperation, involvement, citizenship behavioursyganisational performance (high
productivity, quality and innovation, and low absenturnover, conflict, and customer
complaints), and financial outcomes (profits antume on investment). Guest's (1997)
analysis implies that more distant results (behaal performance and financial) won’t be
as strong as the HRM outcomes, due to other orgtimonsl factors that also intervene.

Ostroff & Bowen (2000) suggest a multilevel framekyontegrating individual-level,
organization-level, and multilevel approaches. Theleve that HRM practices can influence
directly the firm performance, unlike Guest (1997at only previewed indirect influence.
This direct influence occurs through operationalgesses and job design, and through human
capital development. The indirect effect on the aoigational various dimensions
effectiveness is through the impact that HRM pcast have on organisational climate and
contracts, which shape collective attitudes (asfsation and involvement), and behaviours
(as citizenship, and attendance).

The literature shows an evolution in the utilisatiof the concept. Walton (1985)
proposed thehigh-commitment modelstating that organisations consist of parties
(management and employees) with shared interesth, @f which benefit from their
interdependence. Organisations leave their tramitifocus on control and replace it with a
commitment strategy, giving employees more respditgs and stimulating them to add
value to the organisation as well as obtain safisfa from their work. Lawler (1992)
advocated for thaigh-involvement modelvhich aims to give employees the opportunity to
acquire competencies and knowledge necessary toeafisey can work in an engaged
manner. This model involves practices such asitrgito work as teams, functional flexibility
and information sharing.

Scholars (e.g., Guthrie, 2001) have been usindgathedshigh-commitmenandhigh-
involvementto refer to the HR strategies that aim to devetomployees abilities, skills,
motivation, and information regarding their workabling them to perform better, in an

interchangeably way.
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High-performance work practiceis another label referring to studies of HRM in
organisations, relating these practices to perfacegHuselid, 1995). Combs et al. (2006)
and Posthuma, Campion, Masimova, and Campion (2018pth their meta-analyses, also
refer to HRM practices that are positivly relateddrganisational performance hgyh-
performance work practicesWood (1999) refers to the concepigh-performance
management systeras a way of extending the model to include openali practices that
enhance performance by skills training and acdarsitwork redesign and performance
management (as opposed to solely focusing on iewaént and commitment attitudes).
Zacharatos, Barling, and Iverson (2005) regard Higi-performance work practicess
including thehigh-commitmenandhigh-involvemensystems features, and expanding them
becauséhigh-performance work practicesfer in a more specific way the enhancement of
competitive advantage using these HR practices.d)VDe Menezes, and Lasaosa (2003)
indicate that in the literatufegh-commitmentigh-involvementandhigh-performance work
practicesappear as corresponding concepts. Authors revielitergture analysing thieigh-
performance work practicasoncept acknowledge, as us, that scholars havedbegying the
HR systems relation to performance and continuoteghprting a positive relation to firm
performance, even though using different labelsefer them (Esteves & Caetano, 2010;
Esteves, 2008; Veloso, 2008). There seem to be@emgreement on the fact that the HRM
practices that regatdgh-performance work practicésve a strategic approach, include good
practices, and aim to develop competencies andnma#onal commitment (Esteves &
Caetano, 2010).

In this research project we use the HRM broad qanaeBoxall & Purcell (2000, p.
184) “HRM includes anything and everything assa&datwith the management of
employment relations in the firm”. These authorsxdbassociate HRM with only one model
or management stylehigh-performance, high-commitmenty high-involvment). They
suggest the HRM discipline should acknowledge tiverdity of models and management
styles to develop better conceptualisation andveelsuperior practice. Following this
concept, in this project, we use the téiRM practicesas a synonym of tHagh-performance
management practicendwork practiceswhich in turn already include high-commitment
and high-involvement, as well as quality practices.

In the strategic HRM literature, the HRM practicassociated with performance
comprise a group of recurring types of practiceeffief, 2005). We present some examples.

Huselid (1995) based his study on the 10 pracficegiously identified by Delaney, Lewin,
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and Ichniowski (1989), complemented by three oth&atta, Guthrie, and Wright (2005),
basing their work on that of Huselid (1995) and it (2001), studied 18 practiceBfeffer
(1998) presented a simplified version of the susftérganisation's practices in a set of
seven practicesand later proposed an augmented version of 13ipeac(Pfeffer, 2005).
Esteves (2008) based on an extensive literatuneweproposed seven high-performance
HRM practices.

Theoretical and methodological controversies chiarse research and practice in the
strategic HRM field (Esteves & Caetano, 2010).atlig, Delery and Doty (1996) and Martin-
Alcazar, Romero-Fernandez, and Sanchez-Gardey )2pfsent and characterise the
perspectives used to study strategic HRMiversalisti¢ contingency configurationaland
contextual The universalistic perspective argues for a “bastctices” approach. This
perspective proposes that some practices are tiedieiothers and thus should be adopted in
all circumstances (Delery & Doty, 1996). The unsadistic approach analyses the impact of
best practices on performance from a cumulativegestive, not considering the synergies
or interelations between practices (Martin-Alcégiaal., 2005). According to these authors,
the universalistic perspective is built upon engairistatistically proven relationships, not on
strong theoretical grounds.

The researchers who support ttantingencyperspective suggest that HRM practices
and policies should be consistent with other orgmional dynamic aspects such as overall
strategy and strategic options (Delery & Doty, 199®at congruence is called the “vertical
fit” (Huselid, 1995). Researchers look for causakéar relations between internal system
characteristics and external contexts and situattonexplain the results (Meyer, Tsui, &
Hinings, 1993). Although this perspective has létteoretical grounds than the universalistic

® These involved: incentive compensation; labour-rgangent participation; performance appraisal; grieea
procedures; information-sharing; personnel selactttitude assessment and job design. He alsodadl
promotion based on seniority versus merit; reargigfforts and training hours per employee.

4 These included: effort on recruiting; hire basedests; internal promotions; much training imfispecific
and generic skills; cross-training; performanceedgsromotions; frequent performance-feedback; other
performance-feedback; pay based on skills; grogethpay; employee participation programs; perfomaan
financial, and strategic plans information shariatjifude surveys; team organized work and grieganc
system.

> These include: employment security; self-managadt and decentralisation of decision making; seéec
hiring; high compensation and contingent on perforoe; training; symbolic igualitarism; performaracel
other information sharing.

® These include: employment security; recruitmetgctivity; high compensation; incentive pay; emmey
ownership; information sharing; participation amdp@werment; self-managed team;, training and
development; cross-utilisation and training; synibebalitarianism; wage compression; and promotions

” These include: employment security; performan@ugtion; compensation practices; career; training;
participation, and information.
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approach, it does not show the same strong, statiselationships as the latter (Martin-
Alcéazar et al., 2005).

The third strategic HRM perspectivanfigurationa) pursues a more holistic view of
organisational phenomena. Research projects thatthis approach identify patterns of
variables that are related to an effect, rathan tha relation of single variables to each other
(Delery & Doty, 1996). We can describe the relatibatween HRM practices and
organisational outcomes as a link between intedeélaets of HRM practices, organised in
patterns and organisational performance (as anom#gcexample), instead of a relation
between independent HRM practices and performa@izek & Lengnick-Hall, 2012). The
configurational approach highlights that the impaetorganisational outcomes results from
complex interactions between practices, which cabeocaccounted for by linear relations.
The synergetic effect of HRM practices among thdwese explains the organisational
performance (Delery & Doty, 1996). This approactbedies a shift in strategic HRM studies
since the “black box’ of the universalistic andhtiogency models is opened so that the HR
function can be analysed as a complex and intemsiistem” (Martin-Alcazar et al., 2005,
p. 637).

The configurational approach also inherits the atiaristics of the Katz and Kahn
systems theory “equifinality” (Katz & Kahn, 1978pgtulating that different arrangements of
internal organisational and contextual patternsogaequally effective (Doty, Glick, & Huber,
1993; Martin-Alcazar et al., 2005). That is to sanganisations should plan and implement
HR policies and practices that lead to the defiogghnisational goals. Thus, besides the
vertical fit with organisational goals, organisasoshould pursue a horizontal fit, which
involves internal consistency within the HR systpractices and policies (Delery & Doty,
1996). The statistical techniques used to defineMHRactices configurations are cluster
analysis, factor analysis and neural network teses(Delery & Doty, 1996; Martin-Alcazar
et al., 2005)

The contextual perspective of researching stratditM offers a major change: the
level of analysis it comprises, exceeding the oiggional level, considering that the HRM
role goes beyond the organisational borders, infigeand being influenced by the social
context within which it operates (Brewster, 1999arkih-Alcdzar et al., 2005). This
perspective includes often non accounted influena@ncial actors such as unions, the
influence of the State and other institutional stakders. Studies that use the contextual
approach deal with the continental level, concéatoa European countries, often comparing
them (e.g. Brewster, 1995; Claus, 2003; NikandApgspori, & Papalexandris, 2005).
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The methodological approach in the contextual patsyge is descriptive, performing
mainly simple statistics analysis (means, standart/ations) (Martin-Alcazar et al., 2005).
There are some longitudinal studies regarding th@udon of the HRM practices usage
among the European countries, and their clasdiicanto similar groups (Nikandrou et al.,
2005), but still scholars advocate for more soptastd quantitative and qualitative analysis
to understand better the HRM relation with it's o (Martin-Alcazar et al., 2008).

1.1.1. The Pertinence of the Configurational Persptive on Studying HRM-

Performance Link

Configurations research is said to have great piateand to contribute to an increased
understanding of people, groups and organisatidyr@mics. However, it is still underused
and should be explored further (Meyer & Allen, 19Short, Payne, & Ketchen Jr., 2008).
Configurational research meets the objectives séaech in organisations by describing,
explaining and predicting organisational effectd dgnamics (Short et al., 2008).

Studies on the contribution of HRM to a firm’s perhance and the gaining of
competitive advantage has seen an increase siac980’s (e.g., Becker & Huselid, 1999;
Delaney & Huselid, 1996; Huselid, 1995). These HRMctices influence organisational
performance, increasing employees’ KSAs and matiaato apply them to benefit the
organisation, bringing sustainable advantage attérberganisational results (Combs et al.,
2006). HRM practices are organised internally imraque way, and the individual way
employees apprehend and apply the KSAs, enableétidse HRM practices, makes them
impossible to copy. This therefore constitutes mpetitive advantage to firms. Thus, the
resource-based view of the firm is the foundataoriltie strategic HRM literature development
(Barney, 1991).

The combinations of several HRM practices perforimeiitms are frequently called
bundles (e.g., Bello-Pintado, 2015; Gerhart, 200a¢Duffie, 1995; Meuer, 2017). Different
HRM perspectives value these sets of HRM practicedifferent ways. The universalist
perspective claims that each of those HRM practiessa positive impact on performance. In
the contingent perspective, the HRM practices bemdre effective if they are adequate to

internal factors such as strategy, and/or extefamators such as the industry. Both

8 For other literature reviews on the HRM practicglation to performance, see Esteves (2008) andiar
(2010).
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perspectives, universalistic and contingency, megdRM practices from an addictive
standpoint (Martin-Alcézar et al., 2005).

In the configurational perspective, the HR praditieat constitute the bundles are
complementary and interact in a complex and netlirway (Delery & Doty, 1996; Gerhart,
2007; Martin-Alcézar et al., 2005). From this pexgjve, employers should experiment with
several complementary HRM practices: the resuh@®fvhole HRM practices bundle is more
beneficial than the effect of each practice itsmifeven the sum of the effects of each practice
individually (Bello-Pintado, 2015; Combs et al., 080 Huselid, 1995). As an illustration of
how HRM practices configurations work if we wanteiohance employees’ skill levels, we
can achieve a better result if we accumulate irdgeatly various practices in that way, for
example, selection and training, instead of onlg @mactice. A workforce’'s KSAs will
improve if we define and use appropriate staffexhnhiques and provide training suitable for
the KSAs intended. This means that HRM bundles, sets of HRM practices working
together toward the same objective, will have atp@simpact on workers’ KSAs, and thus,
on organisational performance (Subramony, 2009)safie (2015), who studied the
employees perceptions on HRM practices, conclutlas from their point of view, the
experience is a simultaneus and combined percepfitime HR systems. Therefore, as the
HRM practices are performed to have an impact opl@yees, it is probably more interesting
to the analyse the HRM practices together, bectnaeas the way employees perceive them
(Cesério, 2015). This perspective allows openirgg“tilack box” of the universalistic and
contingency models, in which there are only inpat&l outputs, without revealing the
processes of the phenomena involved (Martin-Alcézat., 2005).

With all the promising features of configurationasearch, it still is not much
developed. One reason for this, as pointed by St@it(2008), concerns an inconsistent use
of terminology and labelling: typologies, gestaligneric strategies, modes, archetypes,
strategic groups, strategic scope groups, competgroups and taxonomies have all been
used to denote such practices. Based on a tholdegdture review since 1993, using the
same strategy that a previous literature reviewsgDBewport, & Rasheed, 1993) employed,
Short et al (2008) make a terminology proposalyTlheggest categorising the configurational
studies based on the system of identifying orgéinisal configurations (competitive
strategies/organisational features) and their egbility (context specific/generalisabke).

9 Strategic groupsre context-specific configurations that have adenlying competitive strategy, and
Generic strategieare configurations that are identified based encitmpetitive strategy and are applicable
to several contexts, but both relate to the waydicompete in the marké&trchetypesandOrganizational
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Since these authors’ proposal in 2008, and up ¥ 20 the configurational literature we
reviewed, we did not find those proposed termsooicepts applied.

There are two other important concepts relatedht donfigurational research:
typology and taxonomy. Short et al. (2008) statat tthese terms go beyond the
configurational literature because they are comgaskd in several contexts many times,
describing basic and unsophisticated categoriesrelfs already a consensual definition
regarding typologies and taxonomies concepts, bagethe source of information used to
define them, even if not used correctly in all aimstances (e.g., Jaouen & Lasch, 2015). A
typology derives from a conceptual organisation of idehat ts, deductive thinkingA
categorisation based on empirical data, the indeatiay of generating knowledge, is called
ataxonomy(Meyer & Allen, 1997; Short et al., 2008). Nevetidss, conceptual information
used to conceive typologies is usually groundedmmpirical research, and taxonomies also
need to have conceptual logic and a theoreticas bade acknowledged by academic peers.
Researchers should therefore present the sequetimaight and the inductive and deductive
reasoning that undergird the typologies and taxaesitney present (Short et al., 2008).

Despite the identified potential of the configuoathl approach, between 2007 and
2017, we found only 15 published papers in the HRAMH using this perspective. We
conducted a literature review on 22 top academign@s regarding HRM, strategy,
management, entrepreneurship and small busih®gs. used “typology”, “taxonomy” and
“configuration” expressions to search in each ef thentioned journals, within the defined
time period. We analysed a total of 340 papersefind inclusion in our analysis (title,
abstract, and paper content when needed). Theiarfie inclusion were: verifying the
configurational approach, being in the HRM fielddabeing firm-level studies. Each paper
was counted only once. A final number of 17 papezse deeply analysed. From those, 13

are empirical papers proposing taxonomies, anddoeitheoretical papers.

formsfocus on the features of organizations, but trst &ire context-specific and the latest are gro@ips o

similar firms that can be found across industrigisoft, et al., 2008).

10 HRM: Human Resource Management Review, Personnel Psygphalournal of Human Resources, Human
Relations, Human Resource Management, IndustréaLabour Relations Review, European Journal of
Industrial Relations, Human Resource Managememhagand International Journal of Human
Resource Management.

STRATEGIC MANAGEMENT: Academy of Management Annals, Academy of Managendentnal,
Academy of Management Review, Strategic Managerdeutnal, Journal of Management, Journal of
Management Studies, Journal of International Bissirgtudies.

ENTREPRENEURSHIP & SMALL FIRMSJournal of Business Venturing, Entrepreneurshipor
and Practice, Small Business Economics, InternaktiSmall Business Journal, Journal of Small Busines
Management, Entrepreneurship and Regional Develnpme
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There are some interesting general features t@enofihe theoretical papers define
HRM practices typologies for the different issuésheir respective objectivés Regarding
empirical studies, they occur in large firtAgnd all deal with different issues in the HRM
practices relating to different performance outcenterom those studies, only two Bello-
Pintado (2015) and Meuer (2017) explore objectsreslar to those of our project: start from
a list of HRM practices to define HRM practices bias and relate them to performance. Of
those, only Bello-Pintado (2015) and Meuer (201u@jlied SME: Another interesting feature
of these two papers is that they not only deparhfa list of HRM practices, they also organise
those practices initially based on the AMO framéwarhich we will explore in the next few
paragraphs.

Appelbaum, Bailey, and Berg (2000) analysed thgeldisting of HRM practices and
categorised them into three bundles, whose firdere provide the acronym: abilities,
motivation, and opportunity: the AMO framework. $hinodel advocates that to engage
employees in their work to the fullest, HR systestnguld: provide them with the abilities they
need, motivate them to fulfill their needs, andadhem with the opportunity to do their job
in engaging ways (e.g., Boselie, Dietz, & Boon, 200

The HRM practices associated with enhancing emploskills and knowledge
(ability) are recruitment, selection, training ashelvelopment. The practices associated with
motivation are incentives, recognition, pay-forfpemance, group bonuses and job security.
Information-sharing, job participation, self-diredt work teams and other employee
involvement activities are opportunity-enhancing pt8ctices. The AMO framework enables
a better understanding of HR systems, enlightettiegvay HRM practices “fit” with each
other (Meuer, 2017). At the same time they helpifglddRM practices in organisations,
categorising the long HRM practices list availablé¢he literature.

The AMO framework seems to be the HRM practicedigaration more used in the

literature. Two recent meta-analyses of the HRM{cas-performance link in large firms

11 Topics studied in the theoretical papers wereHRM practices transfer model in multinationalspmmations
for their subsidiaries (Clark & Lengnick-Hall, 20122) model proposal that explains organisatiqraitics
in the HRM context and that takes in constructoestructive, ineffective and virtual HRM practiq@rory
& Vigoda-Gadot, 2010); (3) based on the explorati@msus exploitation paradigm, they define an HR
architecture configuration fostering organisatiolealrning and value creation (Kang, Morris, & Sn2007)
and (4) authors propose how HRM practices bundliege to performance evaluation and compensation ma
induce more or less employee misconduct (WerbebékiB, 2010).

2 Only one refers that the sample has firms witherthan 20 employees, not mentioning the maximum or
average number of employees (Bello-Pintado, 20E&iother refers to using 15 participants in each
organisation, not mentioning the total number opkayees in each organisation.

13 After this systematic literature review, we useshawball technique to find other configurationaidies that
we could relate to the studies in our project. \Wasent these in the following section.
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and SMEs apply it not only to organise the HRM pcas considered in the analysed studies,
but also to present and discuss results (Jian@K, &, & Baer, 2012; Rauch & Hatak, 2016).
The use of this formula, namely, when a large nurob&lRM practices are available in the
literature and, knowing that firms use bundles m@cfices, reinforces the pertinence of the
configurational approach to the study of the HRMagpices-performance link.

The literature also provides another interestinguarent that favours the
configurational approach usage: the distinctionveen core and peripherical HRM practices
concurring with organisational performance (Me&17; Posthuma et al., 2013). Opening
the “black box” in the HRM practices-performanaaklimeans to understand the synergetic
effects of the practices when applied together.

Posthuma et al. (2013) performed a literature wewoé empirical studies on HRM
practices conducted in the past 20 years. Theytifdh61 practices and developed a nine-
category taxonomy. They also analysed the frequalefining which are the core, the
peripherical and the least-used practices. Theityaas also covered HRM practices usage
over time, namely identifying the growing, the d¢éahnd the declining ones, as well as the
regional usage of the practices.

Meuer (2017) performed an empirical study seekimy understand the
complementarities within HRM practices bundles.féiend that within all bundles there are
combinations of core and peripherical HRM practigdsch, when overlapping, have a
positive impact on performance. He also emphadisas some of the practices are not
essential or may even have negative impacts. Térerdhe virtuous overlaps of HRM
practices bundles should embrace the fact thaalhBlRM practices should be implemented
when aiming for the best organisational result. &emple, in the bundle, Meuer (2017)
named “low investment” it is clear the emphasioisrecruitment and selection and the
absence of expensive training programmes. The ftinadsuse these strategies compensate for
the lack of internal training with concern in thaffing activities, so they do not have to fulfill
that gap internally. Therefore, one of the chaleshbe identifies for firms is that they should
try to distinguish and emphasise core and peripaeHRM practices differently, to enable
firm’s the best performance.

There are several arguments that support the ueeafonfigurational approach to
study HRM: (a) it has a big potential to capture tomplex dynamics of the organisational
setting, (b) there are few studies in the litemtand scholars have called for more research

using this approach; (c) intentionally defined HRMctices bundles have a higher impact on
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employees’ KSAs than the individual or random pcas; and (d) the existence of core and

peripheriral practices define the importance ohtdging the right ones to use.

1.1.2. Human Resources Management Practices in Sairms

Micro-firms comprise a substantial portion of thesiness environment in Portugal
(INE, 2017), as is the case in other European casniGoswami, McMahan, & Wright, 2006;
OECD, 2017a). Many of those small and micro-firmsravcreated in an entrepreneurial
process. There is no consensus among researcloertstiad “entrepreneurial firms” concept
(Goswami et al., 2006, p. 17). There are severgbwéadefining them: high growth firm, firm
managed by the owner, or business managed byuslér (Goswami et al., 2006; Stewart &
Roth, 2001; Unger, Rauch, Frese, & Rosenbusch,)28Ekearch in the HRM field is carried
out relative to either entrepreneurial entities lfida Ortiz-De-Urbina-Criado, & Romero-
Martinez, 2011), SME or small firms (Pearson et24106; Sheehan, 2013).

In this project, we focus on independent firms nggbby their owners, which is also
the minimum criterion accepted for the entrepreisadefinition (Stewart & Roth, 2001). We
started by referring to the resource-based viewhef firm perspective, which identifies
employees as one of the most important firm ressubecause they are exclusive of the firm
in which they work, and competitors cannot imitdtem (Barney, 1991; Huselid, 1995). In
small and micro-firms each employee has a high&rance on the firm’s performance than
in larger firms. Moreover, small firms with scare&d at times unstable resources and
environmental conditions may be reinforced and taamed when using certain HRM
practices (Vogus & Welbourne, 2003).

Although there are many conceptual and empiricatliss on entrepreneurship
processes and results (Goswami et al., 2006), dicgpto literature reviews by Cardon and
Stevens (2004) and Heneman et al. (2000), the HieM has not attracted much attention.
The interest in the human factor in the entrepraaband small firms drew the attention of
researchers mostly in the first decade of thiswgnfUnger et al., 2011). Goswami et al.
(2006) tried to meet that conceptual gap by prompsa human resources strategic
management model in entrepreneurial firms. Thisceptual model attempts to clarify the
mechanism through which management practices camlafe critical behaviours in
employees that, in turn, facilitate the emergerfce kmowledge environment that is positive
to a firm’s performance. What it does, in factreplicate what occurs in larger companies,
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adding the constructs of entrepreneurial sophitsticaand a knowledge environment. As far
as we were able to verify, this model has neven bested.
Even though there is a traditional view “that smalfirms ‘do not need human

m

resources’™ (Sheehan, 2013, p. 546), that perspgedi no longer appropriate. These firms
manage people, their special resources, expedihg\ue a positive influence on the firm’s
results, even if such HRM practices are informaytén, 2006; Mayson & Barrett, 2006). In
small-scale firms the adoption of such practicesasnecessarily formal, since the costs in
both money and time to create, implement and miaiittanay not pay off (Patel & Cardon,
2010). In addition to the economic balance regardwst-benefit, small firms may also lack
the technical capability to implement such measukesordingly, small firms’ engagement
in HRM practices, namely formal, are carefully ddesed (Patel & Cardon, 2010). Way
(2002) presented empirical evidence that the us¢R practices in the US small business
sector may not enhance costs related to the epecatithese practices. Sels et al. (2006),
however, reported the contrary: increased laboustscacame with HRM practise
implementation. Other scholars (e.g., Innes & WieesB012; Melo & Machado, 2015) stress
that HRM practices formalisation does not necelysarean effective employment of those
practices in organisations, because they shoulgd®mrmed on an as-needed basis. An
incremental way of introducing HRM practices hakigher impact because it allows the
progressive involvement of the employees in thasetes, and it is also characterised by
its unique structure, which isn’t possible to repte, thus being a factor of competitive
advantage (Veloso, 2008).

An escalating literature production in this field$ME occurred in recent years (e.g.
Ait Razouk, 2011; Datta et al., 2005; Guest & Copwz011; Messersmith & Wales, 2013;
Patel & Cardon, 2010; Sheehan, 2013; Way, 2002 [iiee of research identified HRM
practices that occur in SME, relating them to fiperformance. Authors study somewhat
similar HRM practices lists (firms that have thengecore practices). They mainly depart from
HRM practices defined dggh performance work practiced large firms (see Appendix A:
Examples of studies of HRM practices in SME). Tlaeg different in the sense that they
contemplate a different number of practices (fraxte 18 HRM practices), but all report a
positive effect of HRM practices on several measwt performance. Another common
feature is that these studies use an additive mefinseasuring and analysing the HRM
practices’ impact on firm performance, followingethterature tradition of defining a single
index (e.g., Becker & Huselid, 1999; Sels et a0&). This method is consistent with the
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universalistic and contingency approaches to gfimtdRM (Delery & Doty, 1996; Martin-
Alcéazar et al., 2005).

Rauch and Hatak (2016) organised the limited arattesed knowledge (when
compared to large firms) on HR-enhancing practitesSME that impact these firms’
performance. Specifically, they studied the effddhose practices on performance and what
kind of contingencies they involve, to report o ttelation between HRM practices and
performance. They conducted a meta-analytic studyiuding 56 independent samples,
representing 18.521 firms) that analyses the aaons between HR-enhancing practices and
SME performance. The samples they reviewed hadrféhva@ 500 employees, following the
framework of Subramony (2009), itself based on othedels, namely the AMO framework
initiated by Appelbaum et al. (2000). Rauch andadR016) classified the HR-enhancing
practices into three groups: practices that aim etthance skills, motivation, and
empowerment! The meta-analysis performed found that HR-enhgngmactices are
important to SME performance. Their results paineémpowerment-enhancing HR practices
(e.g., employee participation and involvement inisien-making regarding several aspects,
including work process and outcomes) being espgciaiportant in SME. They also
identified several moderators that lead to congideat contingency approach as adequate for
SME. As examples, these authors found that enhgmneativation practices, such as incentive
and reward, are suitable for young firms (as a meémdtracting employees). Firm size is
also a moderator indicating that, in small firmse skill-enhancing HRM practices have a
larger impact than in medium-sized firms. They atmention that HRM practices are
especially useful in countries with rigid retentiegislation since, with these practices, they
can develop their employees, if it is too hardismiss them.

Firm size in general is an important variable wit@mes to studying HRM practices
and performance. Size defines work settings thalietge SME (Cardon & Stevens, 2004).
Due to time compression, smaller firms with fewesaurces require a more intensive
workload than do large firms (Jaouen & Tessier,2@®atel & Cardon, 2010). Employees
need to be more polyvalent, dealing with differersks and roles, as this kind of firm often
has difficulty attracting and retaining talentedptoyees (Rauch & Hatak, 2016), a problem
that hinders productivity (Way, 2002).

% The titles Subramony (2009) gave to the threegsa@and the HRM practices they represent are the sam
the original, in which the acronym “AMOQO” in the frework stands for ability, motivation and opportyni
(Appelbaum et al., 2000; Boxall & Purcell, 2000;r@art, 2007; Jiang et al., 2012). These are thueeles of
HRM practices that enable employee to have theit performance (Meuer, 2017).
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Wiesner, McDonald, and Banham (2007) studied 148%sf (with 20 to 200
employees) in Australia, thus contributing to reskarelating HRM practices with
performance in SME in that country. They found thtadre is a significant relationship
between firm size and the adoption of HRM practidee bigger the firm, more HRM
practices are adopted. However and very importanbtice, Rauch & Hatak (2016) found in
their meta-analysis no statistical differences leetw SME and large firms regarding the
overall impact of HRM practices on firm performance

Despite the configurational approach to strateg®ivHpotential and pertinence (e.g.,
Short et al., 2008), configurational studies are emd even rarer in SME. When we restricted
our review to the study of HRM practices-performatiok, it was hard to find empirical
studies. After the systematic literature review2ihtop rated journals of the last 10 years, as
described in the prior section, only Bello-Pintad(?015) fulfilled those criteria. With the
snowball method, we were able to find some intergsstudies using the configurational
approach on this topic in smaller sized firms. Ehare some main issues and interesting
results to highlight.

The clusters found in configurational studies drelifferent from each other, unless
they depart from a conceptual typology, such asAti®© framework, and test for statistical
support of the same outcome clusters (Bello-Pinta@a5; Rauch & Hatak, 2016).

In the meta-analyses, opportunity-enhancing presti@lso called empowerment-
enhancing practices; Rauch & Hatak, 2016) freqyeadem valuable in SME. In the
Uruguayan context, motivation-enhancing HRM prasti®undles were the ones that had
statistically significant results regarding perfamme. Enhancing skills and opportunity-enhancing
practices only had a positive impact when motivagohancing practices were also present (Bello-
Pintado, 2015). These results enable the notibrecdirchy among HRM practices bundles, on the
one hand, and suggest they may be contingent owotftext, on the other. Moreover, such
relationships demonstrate the challenge of HRMtigracers as mentioned by Meuer (2017): the
need for each firm to understand which are the Hpthttices bundles most suitable to their
particular needs.

In a Canadian sample of SMEs (Fabi, Raymond, & lesiere, 2007), five clusters
emerged (information, integration, compensatiorcgpk bonuses), employee consultation and
training) when investigating HRM practices’ relatito performance. Each cluster relates to
different outcomes: employee retention with infotima sharing and compensation;

innovation with the consultation of employees; gnalvth with job descriptions, recruitment
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and performance appraisal. None of the five clgstetates to the return on assets (net
income/total assets).

In a German study (Hauff, Alewell, & Hansen, 20Xktholars sought to learn whether
there are control and commitment HRM systems, amhatwnight be their impact on
performance. Based on seven types of HRM practibey,found four clusters: high-control
system, long-term-oriented control system, high+cotment system and regulated-
commitment system. Specific HRM bundles relate modiwith different features, which may
be explained by their contexts (internal and extgrand the choice of the most suitable HRM
practices for each context. Each HRM bundle alsnneots to different performance
indicators, but in general, high-commitment orieiggstems have better results than the high-
control oriented system in most salient dimensi@mpirical data did not show differences
between the two “commitment systems” associatiastels with HR outcomes nor with other
performance measures. This result is coherent with equifinality characteristic of
configurations (e.g., Short et al., 2008). As Haaifél. (2014) observe, “there is not only one
best way of managing human resources” (p. 439).

Some of the literature using the configurationgdrapch only relate HRM practices
to contextual variables. One of the studies (Lasieue, Fabi, & Raymond, 2008) aimed to
research the connection of HRM practices configomatto environmental, technological and
organisational contexts, while another (Innes & $Mir, 2012) examined only organisational
factors. Lacoursiere et al. (2008) found threetehss(traditional low-commitment system,
functional high-commitment system and strategi©ikagmmitment system) among Canadian
manufacturing industries. Their findings indicatdtht less sophisticated HRM systems
happened in firms more commercially dependent air tbustomers and that used less
sophisticated manufacturing technology. They alsouoed when the owner was less
gualified, and in smaller sized firms.

Innes and Wiesner (2012) analysed 110 HRM practicegms from 10 to 100
employees, and from 101 to 200 employees. Theydfddnclusters concerning the five HR
functions: recruitment (2), selection (5), traineagd development (1), performance appraisal
(3) and compensation (3). Contextual factors, ggaére emphasised in the HRM practices
clusters identified: each firm uses a differentafdiRM practices. They are used as they are
needed. The same happens with formalisation; & do¢ need to be formalised to exist. The
authors concluded, regarding each HR function, ttmate is much variability. More HRM
practices do not mean necessarily better performémrcall firms. Small sized firms have

more problems implementing HRM practices, as thayegally lack HR professionals.
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Within the SME type of firm, there are differentas and characteristics. One of the
factors contributing to fuzzy information on HRMagtices in smaller firms and the difficulty
in generalising research results are differencésarefinitions of micro, small and medium-
sized firms: they vary across countries, regiorssandies in the OECD (Pearson et al., 2006).

Pursuing the idea of different sizes in SME, To(¥15) deepened the analysis of the
law of proximity of Abraham Moles and E. Rohmerpkgd to small and very small
businesses, building upon the Boislandelle (1986¢ept of “enlargement effect.” This effect
is a phenomenon that happens in small firms: thallemthe organisation, the larger the
problem looks and, as well, impact it has (Tor@%.5). Jaouen and Tessier (2009) expand
on this, noting that a decision with only operaibmpact in a bigger firm, in a smaller
company, could become strategic.

Jaouen and Tessier (2009) studied five very smrathé¢h firms (up to 20 workers) to
try to find the main organisational variables timapact HRM practices, which may lead to a
positive restructuring of firms. They addressed kM practices based on one of the five
HRM configurations proposed by Pichault and Ni2Z&00): the arbitrary model. Regarding
HRM practices, they found that firms with skilledrkers were more likely to adopt HRM
practices because these workers were harder tacesphe presence of an HR specialist or
owner’s superior awareness of HRM relates to mophisticated HRM practices.

Literature focusing on personnel matters or HRMpcas in particular in micro-firms
is rare (Pearson et al., 2006). We cannot always tine reason for that. Some scholars
studying SMEs, informed on the motive of their séanfhigher than 10 or 20 employees)
saying that there is not an organisational strec{erg., Innes & Wiesner, 2012), or just
selecting SMEs above ten employees without a joaatibn (e.g., Messersmith & Wales,
2013). Pearson and colleagues’ (2006) study aimduhd differences between micro (1-9
employees) and small firms (10—-250 employees). ritadlings point to little difference
between micro- and small firms regarding time deddb personnel activities, experience and
education of people in charge of HR activities. fao interesting result is that HR personnel
operating in the field show higher technical sopbtégion and experience than expected.
Scholars also refer to micro-firms as performingg@asng SMEs independently of their age
(Rauch & Hatak, 2016).

Based on the research presented, the general mdings on the HRM practices
relation to firm performance in SME are: (a) in thst decade there was an increse in interest
and publication of studies relating HRM practicepérformance in smaller firms’, namely,

SMEs; (b) HRM practices studied in SME is basedavge firms lists of practices; (c) to
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measure the HRM practices, scholars generally nssldictive single index, as prescribed
by the universalistic and contingency perspectiygsthere are few configurational studies
in SMEs; (e) among the few studies found, the ehgsthat result from the configurational
approach are all different from each other, exeepeén they originally departure from a
known configuration (as the AMO framework); (f) tleguifinality characteristic of the
clusters, that is of the result of different sdtslBM practices, occurs as expected; (g) Rauch
and Hatak’s (2016) meta-analysis relevead that @mapuoent-enhancing practices (such as
employee participation) are particulary importamtSME, while in an Uruguayan study,
Bello-Pintado (2015), found that motivation-enhagcipractices are the most prevalent,
which draws attention to the importance of the egtand (h) several contingencies were
found regarding the HRM practices adoption: siz¢éheffirm, geografical region, economic

sector, and qualification of the owner.

1.1.3. Human Resources Management Practices in tRertuguese context and
in its SMEs

The contextual perspective in the HRM literatuneireds that the HRM studies was
developed based on the American management thg@adwsal-Cardoso, 2004). Brewster
(1995) has been discussing the need to adjust theridan model to the European context,
namely referring to the cultural, legal and ingidnal differences. In the European
environment employers have less autonomy, groumsde be more important than the
individual, as well as employees comparing to mangaghe institutional labour partners play
a different role, and the national governments haweee interference in the business arena,
which also influences HRM and its practices (Cakyatdoso, 2004). Claus (2003) stats that
there is still high cultural differences among hésbuth and east/west countries. Which is not
difficult to understand when looking at Ronen artiei¥kar (1985) study. These authors
reviewed eight empirical studies and clustered nadshe non-communist countries in the
world regarding attitudinal dimensions. The Eurapeauntries studied were placed in five
different clusters: Nordic, Germanic, Ango, Latinrgpean, and Near Eastern. Portugal is
among the Latin European countries. Even thougtethee communalities among European
countries, the European Union did not influencedtefluence of labour laws (Claus, 2003).
The opening of the national markets to the othepfean countries enabled the presence of
more international firms, which will probably inftace the assimilation and synchronisation

of HRM practices at the European level (Claus, 20881t still, the European firms and
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countries are used to function in a polycentric wayd it is not easy to characterise the
European HRM model due to the intra-region divgr&ilaus, 2003).

There are some studies regarding the state ofrthef #iRM in Portugal (Cabral-
Cardoso, 2004; Cunha, 2005; Melo & Machado, 20X8;a¥, 2007).

Neves (2007) analysed the topics debated in the AR§Btuguese Association of
Managing Peoplé) meetings from 1967 to 1999 and identified the gearin the Portuguese
HRM in three main periods: the 1970s in which thgids discussed in these meeting were
related to the social classes conflicts. In theOsdBe debate among HR professionals were
related to modernization and competitiveness, wiial due to the Portuguese entrance in
the European Economic Community. The last repopedod reflects the increasing
competitiveness and globalisation, began in thal fil980s and went through the rest of the
studied period (until 1999). It is being preparedtaer study that is wider in its scope that
will comprehend not only the subjects of the APGetimgys, that occurred during the last 50
years in Portugal, but also 30 years of researtheriield, which will try to define the major
land marks of the evolution and establishment ef HHRM usages in Portugal (Neves &
Goncalves, 2017).

Cabral-Cardoso (2004) found that the Portuguesaesfgenerally use the HRM title,
referring to the HR function. The results of thedst show that the HR function in Portugal
seems to perform a specialist role, rather thanwltespread function among the line
managers. This may have been due to the neces$sigctaring their presence and to gain
credibility in the firm (Cabral-Cardoso, 2004). Allbwing study in the field acknowledge
that the academic training and graduation relaagddRM that emerged in the 1990s helped
to overcome this credibility issue, along with there specific preparation to deal with the
problems concerning the HR function (Melo & Macha20l3).

In Portugal, there are several recent examplediffierent settings and samples that
HRM practices have an impact on different orgarsal outcomes. Chambel (2015) found
that HRM practices have produced a positive efd@c®53 temporary agency workers (in the
industry sector and call centres) regarding affeciommitment and involvemenitopes,
Sobral and Chambel (201&udied permanent (N=730) and temporary worker2@¥from
three Portuguese companies (from the industridbseand call centre), and also, the HRM
practices played a role in the affective commitmehthe employees. This relation was
mediated by the perception of the fulfilment of glsglogical contract, that is: HRM practices,

15 From the originaAssociacdo Portuguesa de Gestdo das Pessoas
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namely the retribution and training practices dboted to the perception of the
accomplishment of the psychological contract, whiah turn increased the affective
involvement of employees, regardless of their typeontract.

Esteves (2008) performed several studies quakatnd quantitative in eight banks,
getting data from employees’ in several hierardhmasitions (N=514). In this research
project high performance work practices seem to@mice employees’ affective commitment,
who in turn, present productive and extra-role behas, favouring the organisations results.
The author also found some small, but significafer@nces between HRM practices among
banks, leading to think that some of them may bprawing their competitive advantage
through their people management policies and mesti

Cesario and Chambel (201i9und that commitment and work engagement have a
positive relation to firm performance, measurecelasn the performance appraisals rated by
the supervisors, in a sample of 274 employeesitugeese firms. The work engagement was
the best predictor of employee performance. Thieastpoint to the importance of providing
suitable work conditions, and engaging in HR padito enable employees to use their best
efforts on their work.

The only study that we found using objective firerfprmance results in Portugal was
performed byPires and Nunes (2015)he authors studiedsample of 525 individuals from
22 storeswith the objective of investigation the relatioislf HRM practicegperceptions,
organisational internal contéXt and performance (subjective and objective measure
gathered at the store level). Most hypothesis wetanet. The associations they found were
betweerorganizational integrity, and HRM results; and bedw organizational performance
and market performance.

There are some studies which characterise the HRbtipes in specific sectors, such
as the banking sector (Esteves, 2008), the polganisations (Goncalves & Neves, 2013),
the hotel industry (Passos, Madureira, & Estev@44® and the insurance sector (Mota &
Cordeiro, 2015).

To search for studies regarding the Portuguese SiMHERe HRM practices usage we
used the RCAAP (Scientific Repository of Open AscetPortugaly.We searched with the

expressiorestdo de Recursos Humanasd selected the PhD thesis published in thelast

16 HRM results: service oriented organizational eitighip behaviours, organisational virtuosity, sevi
climate, quality of products and services, capbhit attract and retain key personnel to the agtiv
customer satisfaction and relations between manageand the remaining employees.

17 From the originaRepositoérios Cientificos de Acesso Aberto de Paitug
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years. From the initial 39, we disregarded the tiepas (n=1) and analysed only the ones
that referred to Portuguese context, with the fmaiber of 29. Many of the studies took
place in SMEs, but also included larger firms, andfidn’'t focus on the SMEs sector and
their HRM practices characterisation, only threepteted this criteria (Almeida, 2009; Melo,
2015; Veloso, 2008). Specifically, Almeida (2009daMelo (2015) focused on the
characterisation of the SMEs practices in seve@hemic sectors, and Veloso (2008) besides
the characterisation of the practices also stuitaelation to performance.

Almeida (2009) performed a study which aimed tatdg and characterise the HRM
practices, and the factors that contributed tocti@ces of the studied organisations in this
field. The author collected data from 35 HR managdéiSME with 28 up to 217 employees,
of two industry sectors: metalworking (17 firms)datextile (18 firms). With data from the
structured interviews, findings indicated that ®IE use recruitment, selection, training,
performance evaluation, career progression, rewandsincentives as means of managing
their employees (Almeida, 2009). These practicesparformed mainly in an informal way,
and is not centralized in a specific departmerd,HIR function is scattered among different
organisational actors. The qualification of the agars across the organisational, namely the
middle managers increase the HRM practices usagj@’'arsophistication (Almeida, 2009).
With the organisational growth the hierarchicaldsvincrease, which also leads to an
intensification of the HRM practices usage. Thaease of the HRM practices usage also
increases the probability of errors adopting/ugimase practices, therefore, better qualified
managers helps to overcome this problems. AIme&t689) also found that there are direct
and indirect organisational factors that are asgediand favour the level of sophistication of
the HRM practices usage. The indirect organisatifazors are the economic sector, the
quality certification; and the qualification of th@ managers. The factors that have a direct
effect on the level of sophistication of the HRMagtices usage are the qualification of the
managers in the hierarchy and the number of hieigatlevels. The indirect factors act upon
the second group of factors that, in turn haverectliimpact on the level of sophistication of
the HRM practices usage in the SMEs.

One of the studies performed by Melo (2015) in $88Es show that there is a set of
organisational dimensions that favour structured fammal HRM practices: organisational
communication, career management, organisationakibility, management style,
organisational structure, planning and strategy arghnisational culture. Other studies
performed by the same authors (Melo & Machado, 20035) aimed to understand the type

of organisation, strategy, and it’'s relation to HieM practices used in the Portuguese SME.
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When talking about the Portuguese business settiagre mainly referring to SME, at the
time of the study, there were 97.2% of SMEs (MelMé&chado, 2013). These authors’ study
aimed to identify HRM policies and practices in B@tuguese SMES, to validate if there was
a relationship between HRM and strategy, and tosoreathe usage level of HRM in SMEs.
They gathered a sample of 50 firms, 72% (n=36) lwtware SME, only one with fewer than
10 employees (Melo & Machado, 2013, 2015). The lteshow that the Portuguese HR
managers say that people are not taken into aceegatding the long-run planning, at least
not as much as technology and capital. The HRMtijges seem to be valued by the HR
managers, but they are neither strategic, nor &rttployed. The most used and sophisticated
practices are recruitment, selection and trainirtge other practices seem to be performed
informally. Despite the answer to the survey poigtiowards the HRM practices being
entangled with the general business strategy, tingprehensive data analysis reveals the
contrary (Melo & Machado, 2013, 2015).

Veloso (2008) study aimed to research the relatmtween the HRM and
organisational performance, and to understand wpiockesses of the people management
have an impact on organisational performance. Titleoa performed a qualitative study in
four technological SMEs (software production andstgtancy, national and multinational
origins). The main finding of the study is that timeplementation process of the HRM
practices is one of the critical factors that updethe impact of HRM (Veloso, 2008). The
author found that an incremental process of imphgat®n of the HRM practices, that is as
a response to the organisational need, is morectefe than an imported program,
implemented in an abrupt way, as for example happermmultinational branches. Veloso
(2008) findings show that the sophistication of itieM practices and its formalisation is due
to the number of employees, however, that is retrhin factor for the HRM practices impact
on performance. The author referrers that, timewadlthe organisation to have feedback on
the impact its HRM practices and to assimilatanf@mation that will help to build the HRM
system. The impact comes both from the employesg’gption on the practices consistency
with the organisational strategy; and the practm@ssistency in-between them, reinforcing
each other, or, on the contrary, giving contradicimessages, confusing them into what is
the behaviour to adopt (Veloso, 2008). The impé&¢hese inconsistencies may not be seen
directly on the organisational performance (theaarsations under study all increased sales
in the last years) but it has a negative impacttten employees involvement, on work
satisfaction; it also has a negative impact onpiéreeption of their own organisational role,

on conflict management, which, in the whole, makesore or less involved labour force, and
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that, in turn has an impact on the organisatiomatyctivity (Veloso & Keating, 2008;
Veloso, 2008).

The empirical studies regarding the HRM practicéeces on firm performance
outcomes in the Portuguese context reveal thdirtiegs are, in general, consistent with the
international setting, and that they generally oouk on the affective commitment as
performance outcomes. The economic activity sesgems to be an important issue, and has
produced specific studies.

The studies on HRM practices characterisation afadion to performance on SMEs
in the Portuguese context mainly revealed thatn@gt practices are informal (e.g., Almeida,
2009; Melo & Machado, 2015), (b) different frequ@nactices are reported, using different
samples (e.g., Almeida, 2009; Melo & Machado, 201&)there are different organisational
factors that favour the HRM practices usage, asetvel of qualification of the managers in
the organisational structure (Almeida, 2009), dreddrganisational structure (Almeida, 2009)
and size (e.g., Veloso, 2008), and (d) HRM prastieeve a better impact if they are developed
on a need basis, with employees involvement, amdisent among them (Veloso, 2008).
These studies bring some structured and impontdotrnation to the SME study, namely in
the Portuguese context. However, being that micrnosf are the most common type of SME,
none of these studies focused or acknowledge theéheisamples, results or discussion.

1.2. Organisational Factors and Resources

Among the three main types of features respondibtefirms’ market success
(macroeconomic context, industry and organisatidaetors), the literature refers to the
organisational as the best ones to describe bsspe$ormance and growth (Baum et al.,
2001; Davidsson et al., 2005; Dobbs & Hamilton, 20 ccording to the resource-based
view of the firm perspective, it is not the meréséance of diverse resources that enables good
firm performance (Barney, 1991). A firm can achisustainable and competitive advantage
if it manages those resources in a way that isevateating and difficult to copy by
competitors (Barney, 1991; Gupta & Basu, 2014).

Within a firm’s resources, there are two categortbe tangible and the intangible
(Zahra, 1991). Tangible resources relate to fir@ragsets and formal organisational structure
(firm age, number of employees). Intangible resesiiaclude organisational culture, know-
how and human resources, among others (Zahra, 18gms’ intangible resources are

becoming essential to firms’ performance and growlte to contemporary and evolving
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economic setting characteristics: innovation-drivealue creation importance and global
competition. Thus, in this context, firm performarend growth largely depend on the type
of resources and capabilities that can generatafgpand distinguished strategies that lead
to business success. However, strategies thatumeessful in one business may not be
adequate for another (Dobbs & Hamilton, 2007; Géiasu, 2014).

In this project, we focus on the intangible orgatiemal factors that affect micro-
firms’ performance in Portugal. The methodologidakign of the research project controls
for the context: macroeconomic and sectoral charstics mentioned in the literature that
influence small business growth (Wiklund et al.02)) and HRM practices (Almeida, 2009;
Marques, 2010; Rauch & Hatak, 2016gs well as tangible features (Zahra, 1991) of the
firms.?® The financial assets of the firms can be differbnt not very different because they
are in the same national context, in the same rhank@ thus exposed to the same rules,
taxation and labour market legislation (Davidssbal € 2005). These firms, being very small
(up to 10 workers), are very similar in structurbe question of providing enough capital for
them to expand was found to be insufficient in ekphg their small size. To grow it is of
great importance to consider as well motivatiosalies (Davidsson et al., 2005).

There are other internal factors associated witiMHRRactices that contribute to firm
performance: owner profile, entrepreneurial orieata small business orientation and group
culture. These are the organisational factors weaexplore in this thesis to enlighten the

HRM practices-performance link in micro-firms.

1.2.1. Firm Owner Characteristics

The entrepreneurship process is due to three mpes tof elements: (a) economical,
technological and sociological (macro); (b) comipesi, entrepreneurship team, relations with
investors, clients and suppliers (meso); and (tepreneur’s characteristics, competencies,
knowledge, motivations and experience (micro) (Baet Santos, & Costa, 2012). Therefore,
researchers from different academic disciplinesigoon different issues. Research from a
psychological perspective concentrates on the iddals within the firms, namely the

manager-related variables (traits, motivation), rehae research in economics focuses on the

8 The control of the context involves the restriceadpe of the sample selection: the same busisessrs
services; and specific industry - firms that sellalo consultancy work implementing ERPs in otliend,
they are competitors among themselves.

9 The control of the tangible features entail firgeand number of employees (up to 10).
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firm and its structure (e.g., “firm age, size, istty sector/markets, legal form, location and
ownership”; Andersson & Tell, 2009, p. 587). Theuleis miscellaneous literature referring
to different factors’ importance to firm growth.

The individual can only manage the micro elemeritthe entrepreneurial process
(him/her-self), and, to some extent, also the nedsments, because it is he/she who interacts
with the social actors that enable the firm. Tharefentrepreneurship is essentially a personal
process since the individual is the decision-malkiggnt and the performing actor in the
following procedures to lauch a venture (Baum, &r&aron, & Katz, 2007; Caetano et al.,
2012). The importance of the individual in the epteneurial process is such that five meta-
analyses (e.g., Rauch & Frese, 2007; Stewart & R@01) and a study reviewing those meta-
analyses (Brandstatter, 2011) were performed @ntoipic.

Personality traits’ role in entrepreneurship hageay controversial history in the
literature, rooted on the scepticism of the strerggttheir relation (Rauch & Frese, 2007). In
their meta-analysis, Rauch and Frese (2007) higtddythe importance of the topic and put
back entrepreneurs’ characteristics into theireevof entrepreneurship-related studies. The
relationships between entrepreneurs’ charactesisdind firms’ performance found were,
generally, moderate in size. Hence, the authotectébr finding mediating and moderating
variables to enhance the owners’ characteristitsteon business success (Rauch & Frese,
2007). A global analysis of five meta-analytic sasd(Brandstatter, 2011) points towards the
importance of entrepreneurs’ characteristics, nambén compared to managers, predicting
entrepreneurial endeavour and performance.

Andersson and Tell (2009) reviewed the theoretical empirical academic papers
that explored the relationship between the managdrgrowth in small firms, published
between 1980 and 2006. They classified the 113lestiinto three main categories:
managerial traits and characteristics, manageri@htions and managerial behaviour or roles.
An owner’s human capital was one of the owner dtarstics measured. The theory of
human capital refers to it as “consisting of theeadion, experiences, and skills at a given
point in time that help in the tasks of getting 'sneork done” (Rauch et al., 2005, p. 683).
Managerial intentions consist of “managerial mdiwaregarding growth, made explicit and
put into action” (Andersson & Tell, 2009, p. 59@)is said to be of key importance to actual
growth.

The third factor that Andersson and Tell (2009)n@unfluencing small firm growth
was managerial behaviour or roles. Studies thatriborted to this category included: focus

on planning and a view that the manager is goatatinistrative routines; the manager is
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creative and innovative; the orientation of the pames (external orientation such as strategic
alliances and relationships with suppliers, ancermdl orientation such as employee

empowerment practices); personal networking; gratenanagement; the management of
culture and vision and decision comprehensiveness.

Much of the research is related to defining theegmeneur’s characteristics, that is,
what differentiates them from non-entrepreneuns. iiecessary to have a strong and directed
entrepreneurial intention, autonomy and profit amhbj in other wordsentrepreneurial
motivationto create/run a business, even a small businessr{t al., 2001; Brandstatter,
2011; Caetano et al., 2012). Moreover, specific metencies such as psychological, social,
management and risk-taking willingness are alsaiired. Psychological competenciese
the general abilities to manage emotions and oglativith others, innovation capabilities, and
resilience. Social Competenciesefer to abilities in communication, persuasiond an
establishing social networkiglanagement competenciegard basic and transversal abilities
for mobilising others and resources, as well asefétacy (Baum et al., 2001; Caetano et al.,
2012). Risk-taking is also recognised as a chaiiatitethat distinguishes entrepreneurs and
small business owners from managers (Brandsta@éd,; Stewart & Roth, 2001).

In simple organisational structures, due to thra’rscale, the firm owner is the central
figure in the firm, and organisational life circlasound him/her (e.g., Jaouen & Lasch, 2015;
Mintzberg, 1980). Furthermore, HRM practices arffedtnt among firms due to the
personality and leadership style of the owner (Lasiere et al., 2008).

There is a concepual overlap between the concéptsi@preneuandsmall business
ownerthat Carland, Hoy, Boulton, and Carland (1984Jifdd in a restricted manner. The
authors established the difference based on tinvdi@l purposes for the business (profit and
growth versuspersonal goals) and managerial styles (innovatind strategicversusa
personal style aiming to fulfill his/her family’sads/desires). A broader definition, which is
largely acknowledged and used in entrepreneursdgparch, stands on two basic criteria:
being independently owned and the owner being aveamanager (Stewart & Roth, 2001).

Considering the role of the individual in ventuevdlopment, namely, in micro-firms,
we find it important to characterise the businessar’s individual and entrepreneurial

features.
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1.2.2. Managerial Strategy: Entrepreneurial Orientation and Small Business
Orientation

Strategy, being a resource management choice diusiaess owner, is considered by
many in academia to be a primary factor in thermess growth process (Baum et al., 2001;
Davidsson et al., 2005; Wiklund et al., 2009; Zah&91). Given their linkage to firm growth,
strategy and resources management have been aeasidebackbone of small business
expansion (Davidsson et al., 2005; Wiklund et2009).

Entrepreneurial orientation (EO) is the operatimaaion of strategy in the Wiklund et
al. (2009) integrative model of small business dgloviEO is the same antrepreneurial
managemer(iStevenson & Jarillo, 1990), and is at the corerafepreneurial strategy-making
(Lumpkin & Dess, 1996). EO is a construct firstaauced by Miller (1983). It suggests that
an entrepreneur’s/firm owner’s psychological traitel behaviours relate to their business
performance, in such areas as decision-makingsstyiethods and practices. Someone with
entrepreneurial orientation is described by thé@uas “one that engages in product-market
innovation, undertakes somewhat risky ventures, ianfitst to come up with ‘proactive’
innovations, beating competitors to the punch” (#4jl1983, p. 771).

There are three dimensions most commonly usedsrctimnection. Rauch, Wiklund,
Lumpkin, and Frese (2009), in a meta-analysisndidind statistically significant differences
between EO and business performances in studiessacountries and continents. This
suggests this model is a valid measure to useniatienally (Rauch et al., 2009). There are
some studies in Portugal using the same constnactreeasure (e.g., Monteiro da Silva et al.,
2009; Rodrigues & Raposo, 2011), and results supipeir robustness. The three dimensions
are innovation, risk-taking and proactiveness @jll1983).Innovation reflects a firm's
tendency to seek out and support new ideas wittbouts such as new products, services or
technological processeRisk-takingrefers to venturesome activities such as attemgptaw,
unproved projects/environments that may involvgdaztommitments (i.e., debt, resources) or
other actions that, if not successful, could hageabnd negative consequencesoactiveness
is action related to the initiative; namely, beihg first in a market and seeking business
opportunities others have not yet considered. Ttheradimensions were added by Lumpkin
and Dess (1996): competitive aggressiveness and@muty. However, these are not as widely

used, and rarely are mentioned in the literature.
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EO has a positive influence on a firm’s growth gmetformance, and has been
considered as a key factor in many studies (ergu Rigtering, Hughes, & Hosman, 2012;
Rauch et al., 2009; Wiklund et al., 2009; Wiklunds&ephard, 2005).

Given that most business owners are not entrepren@avidsson, Steffens, &
Fitzsimmons, 2009), as referred earlier, theretiwearetical overlay between these concepts
(Carland et al., 1984). According to Carland et(&284) and Runyan, Droge, and Swinney
(2008), small business owners are focussed on -sdront goals, are more emotionally
attached to their business, run their businessas astension of their personality, and mostly
pursue personal, as opposed to commercial or lsssoh@ven goals. A review of the literature
(Stewart & Roth, 2001; Stewart, Watson, Carland;&land, 1998) shows that many small
business owners are more small business-orientB@)($han entrepreneurship-oriented
(EO).

Usually, EO and SBO are conceived and studiedcamtnuum of the same axis: an
EO low score is regarded as a high SBO (e.g., Steval., 1998). These constructs are not
separated, so their effects on performance carmanblysed independently. Following this
research path, Runyan and colleagues (2008) craatedalidated an SBO scale, highlighting
two dimensions: business purposes and goals andiograolink to the firm.Business
purposes and goalbring up an owner’s personal goals and their igato their firms.
Emotional link to the firnsheds light on the owner’s attachment to the comppa

The environment is a contextual factor which expaientrepreneurship,
acknowledging that “environmental forces might nratie the effects of individuals and
opportunities” (Shane & Venkataraman, 2001, p. Thg “environmental effects on EO and
the EO-performance relationship have long beenidered” (Covin & Lumpkin, 2011, p.
865), and are the basis of EO research.

Covin and Slevin (1989b) found that EO has a pasitnpact on firm performance in
more hostile environments, and that a more conseevsirategic posture would have a better
effect in a more benign environment. The same astso said that there is no objective way
to define the limit of more benign/hostile enviroembs and that “it must be recognised that
these results may have been influenced by thiseompe methodological decision” (Covin &
Slevin, 1989b, p. 84). The characterisation of #@mwironment as hostile/benign only
explained 20% of variance in performance, whichGedin & Slevin (1989b) to suggest that
other organisational context variables, such aarosgtional culture and industry may explain
better the small firms performance results. Evenspecifically measured, the environment

has a big impact on performance.
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There is a positive effect of EO on performanceimbulent environments, which was
not found in stable contexts (Covin & Slevin, 1989 ontrary to these findings, a recent
meta-analysis revealed that there is a connecetwden EO and business performance “of
similar magnitude in different cultural context®Rguch et al., 2009, p. 779). Thus, it is
necessary to analyse the context in which EO paddo better understand the behaviour of
the construct.

In a recently published study regarding Dutch finmsrking in an economic crises
context, Kraus and colleagues (2012) found that di#®@ensions were related to firm
performance in different ways: Innovation and ptov@ness had a positive impact on firm
performance, but risk-taking was negatively reldaiegerformance. In this line of results,
another study on SMEs in India points to the faat tindividual dimensions of SO [Strategic
Orientation] construct have a unique, distinct andependent relationship with SMEs
growth” (Gupta & Basu, 2014, p. 472). These findimgroduce the finer-grained analysis of
strategy, shedding light on the importance of tddity about which strategic option to take,
more entrepreneurial or more conservative, thdbisay, which specific dimensions are
adequate to follow, considering the firm’s spec#ituation or stage of development (Gupta
& Basu, 2014). The alignment between manager asthdn behaviour in the micro-firms
context goes beyond personality-related charattes’isand is also expressed through their
management style (Lacoursiére et al., 2008; MillBa&wvson, 2012).

Entrepreneurial orientation is considered an inmgurtHRM related construct,
namely in the SME context (Rauch & Hatak, 2016)tr&preneurial orientation is a set of
strategic practices and managerial philosophiggjtinde firm behaviour, and is known to be
a good predictor of firm performance (e.g., Ungealg 2011).

In the conceptual and empirical work that explates link between EO and firm
performance, HRM practices have a moderator roéd{®et al., 2011; Messersmith & Wales,
2013; Patel & Cardon, 2010; Unger et al., 2011). da@lies point to a positive association
between a higher level of HRM practices usage withore entrepreneurial attitude.

Considering that EO and SBO are management optibtise limited resources of
micro-firms, they are an important internal orgatisnal factor that influences HRM
practices; and considering the previous preseimeédfys, it is important to include the study
of the entrepreneurial and small business oriemtatin this thesis.
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1.2.3. Corporate Culture

Corporate culture is another internal organisatitaw@or associated with performance
and HRM practices. There still is not a consensasomanisational culture theoretical
definition, creation, development or on preserva{idartnell, Ou, & Kinicki, 2011; Neves,
2000). Culture can be considered a set of assungptwhich were developed by a group of
people, while coping with external adaptation artdmal integration problems (Neves, 2000;
Schein, 1990). This way of behaving and dealindy wéality and issues that come along in
organisational life is considered the valid waytalerstand, think, feel and act, and therefore
is passed to new members as correct. A short wdgfioe culture igshe way we do things
around hergSchein, 1999). Organisational cultures formattomes from the history of the
group, which means that a culture needs suffidierd to elapse and for events to occur for a
common history to emerge (Neves, 2000; Schein, 19Bfus, a firm with high turnover
levels or which is still young probably has notfgignt background to define its culture.
Schein (1990, 1999) and Neves (2000) regard culisara multilevel and complex concept
that includes external and internal relations ahethy to be understood, needs to be analysed
at all levels: (a) artefacts, (b) values and (gibainderlying assumptions. Culture is the
structure and the control system that lead to reb@haviours, and that is also why culture is
often mentioned as the key to success.

Culture is dynamically stable. The members of aganisation try to maintain it, as
culture provides meaning, security and predictahbib their lives. To modify culture means
to interfere with one of the most stable domainarobrganisation (Schein, 1999). Literature
and practitioners recognise culture as an impodegdanisational factor, which contributes to
efficiency and performance (Lee & Yu, 2004; Nev2800; Neves, Caetano, & Ferreira,
2011). As organisational culture is a set of shata@des, it influences the behaviour of its
members, as it encourages them to act according t@lues (Hartnell et al., 2011). This
relationship between culture and behaviour is tie®tetical basis for the claim that culture
influences effectiveness.

There are quantitative and qualitative approacleeanalysing corporate culture.
Scholars whose interest is to describe and exgiainrganisational dynamics use qualitative
approaches to culture (Neves, 2000). They use rdsthach as participant observation and
interviews, enable the analysis of behaviours maitland understanding of their meanings in
light of underlying values and beliefs (Jung et 2009; Neves, 2000; Schein, 1990). When

the aim is to control the organisational phenomand,in the practical implications, it is better
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to perform a quantitative approach to studyingureltNeves, 2000). Researchers often use
self-report questionnaires. The quantitative apgrodas an effective means of data
administration and analysis (Jung et al., 2009)ernables comparative studies among
organisations, and the use of causal models irarelséNeves, 2000), and allows statistical
verification of the variables that influence cuéand how they relate to organisational results,
thus improving our knowledge of the phenomenon fiiédiret al., 2011).

Several empirical studies of both qualitative andrgitative nature present different
typologies of the content of the organisationatuna. One of the problems with the diversity
of typologies is that dimensions relate to theieditetical models, that is, they are not
autonomously intelligible. Moreover, there is nom@know which or how many dimensions
are appropriate to characterise the culture. Tooovee this methodological issue, researchers
should select their approach based on the objecti/the study they are performing. That is,
the methodological approach used to study a cultumntingent on the objectives to be
pursued (Neves et al., 2011). Since the use oftfjaave methods validates the relationship
between culture and organisational effectivendsinforces the relevance of performing
quantitative studies on culture as an importanaigational variable (Hartnell et al., 2011).

From the various theories and typologies of culamalysis found in the literature (and
as mentioned earlier), we used in this project Gloenpeting Values Framework (CVF),
conceptualised by Quinn and Rohrbaugh (1983). mioidel was pointed out as one of the 40
most important models in the history of managenfeaie et al., 2003). It has been widely
used in organisational research, namely when relsear have endeavoured to relate
organisational culture to performance (Gregory ridaArmenakis, & Shook, 2009).

The CVF seems to be an adequate method to appréteepdradoxical and sometimes
unreasonable nature of organisational dynamicschwicludes thinking and acting in a
contradictory, integrated and functionally effeetiway (Neves, 2000). The model has three
dimensions of organisational effectiveness: stmactdocus and means/ends (Quinn &
Rohrbaugh, 1983). The structure, is the dimensiath v continuum ranging from
flexibility/change to stability/control. The focudimension oscillates between the internal
orientation/for people and processes, and extenaaket orientation. The means/ends
dimention refers to the processes (e.g., coehesmorale) and to the final outputs of
organisational effectiveness (e.g., HR developmdifig¢se three dimensions are represented
as two orthogonal axes: vertical (structure), hamtal (focus), and transversal, non-visible
means/ends (Cameron & Quinn, 2011; Quinn & Rohrbali§83).
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The overlap of these two axes establishes a spatdel with four quadrants that
represent the typology of organisational cult@é&an, Adhocracy Hierarchy, andMarket
There are several characterisation dimensionsabf g@e of culture. The name of each of the
guadrants emerged from an analysis of the liteeathat demonstrated that, over time,
different values were associated with differentamigational forms. That is what the third
dimension, an invisible axis, stands for as thesigcal organisational models implicit in
each quadrant: human relations model, open systenckel, rational objectives model and
internal process model (Cameron & Quinn, 2011;Fgere 1).

Clanculture, also known aSroupculture (e.g., Gregory et al., 2009) is charackeris
by flexibility and inward orientation of the compato people. The values of openness, trust
and the group are highly valued. Decision-makinghiared, and there is cohesion and great
support among colleagues. The management prathtiaesinforce these behaviours are the
empowerment, mentoring and valorisation of grouprkwoThe Human Relations
organisational model is the basis of clan cultyp®kogy; it emphasises cohesion (means) as
well as the development of collaborators (ends)ri@é& Rohrbaugh, 1983).

The culture ofAdhocracy also known a®evelopmentulture (e.g., Kwan & Walker,
2004) is characterised by an emphasis on flexytalitd outward focus. Organisational culture
representing this quadrant adapts to internal atetreal changes, innovative suggestions and
competitiveness as a means of guaranteeing organigbcompetency. Management inspires
creativity and supports entrepreneurship with time af acquiring new resources for the
organisation. This quadrant reflects the Open $ysterganisational model highlighting the
adaptability and speed of response to the enviroh(ngeans), to achieve growth and external
support (ends) (Quinn & Rohrbaugh, 1983).

Marketculture, also known aRationalculture (e.g., Quinn & Rohrbaugh, 1983), is in
the stability/control and outward/market focus qaad In this context, the objectives allow
controlling the employees, namely, directing thshaviours to the market. It emphasises
productivity, performance and competition, in trense of defined criteria. This type of
culture is related to the Rational Objectives Mode@luing the definition of the criteria of
effectiveness (means) and productivity (ends) (@@&irRohrbaugh, 1983).

Hierarchical or Hierarchyculture pertains to a focus on the stability/coidmmension
of the structure axis and the dimension of therioterientation of the company (people and
processes). The concern of this type of compapoy isiternal standardisation and efficiency.
There tend to be existing rules and procedurediifate behaviour. The managers elaborate,

coordinate and enforce the rules. The frameworkleted to the Internal Processes Model,
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highlighting the importance of organisational imf@ation and communication (means) and
the stability and control of processes and procesi(purposes) (Quinn & Rohrbaugh, 1983).

Figure 1 - Competing Values Framework (CVF; basedCameron & Quinn, 2011)

Flexibility and Discretion

A
Human Relations model Open Systems model -

[E Clan Adhocracy g
g 5
IS Means: Cohesion; Morale Means: Flexibility; Readiness 2
o Ends: HR development Ends: Growth; Resource acquision a
© . T
: .
S Internal Process model | Rational Objectives model 4]
(I . o
= Hierarchy Market o
c —_
5 ©
% Means: Information management Means: Planning; Goal setting £
- Ends: Stability; Control Ends: Productivity; Efficiency *;—-'2
[

v
Stability and Control

The typologies presented emphasise certain aspaats,an organisation with a
particular type of culture displays more charasters of one type than others. There is,
however, the possibility of a balanced culture thatludes the four types in similar
proportions.

The results of a meta-analysis of studies publifieddeen 1980 and 2008 that support
the existence of the relationship between cultwwiegithe CVF model and organisational
effectiveness (Hartnell et al., 2011) show thatheggpe of organisational culture can be
related to organisational effectiveness. The medkiocates that each type of culture be
connected to organisational success at differemtpof the company's evolution (Cameron
& Quinn, 2011yY° Although all types of culture are associated witganisational

20 In the initial moments of creation, the compangtéture tends to dominate the quadrant of adhogrstdy
without formal structure, in which prevails the repireneurship attitude. As the company develops, @llture
sets in, where its members have a sense of famiybalonging to the organisation. It is frequesit tivhen
the organisation grows there is a need for striuas well as a need for the standardisatioh@ptrocesses
to be able to assign responsibilities, define antahility and organise work. This moment is potalhti a
moment of an identity crisis, in which people fdely move from a family environment where everygats
along, to a situation of a clearer definition ofi¢tions, and therefore individual responsibilitgldrierarchical
control. This orientation to internal control anirarchy will usually be replaced by a market foeunsl
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effectiveness, the literature points to the presarfgroup culture as the strongest forecaster
of organisational success (e.g., Gregory et aD92®atel & Cardon, 2010). In the meta-
analysis performed by Hartnell et al. (2011), digme culture appears as the consistently more
predictive type of culture when it comes to orgatimal effectiveness. The results of this
meta-analysis support the relationship betweerpuartypes of culture and organisational
effectiveness, but do not fully confirm the struetwf the model. In particular, the results
point to the fact that clan culture is more relatethe quality and innovation of products and
services than the market-oriented culture (as thdaiadvocates). The quality of products
and services seems to be more related to the gewelt of internal processes and a good
relationship among the employees than to an otientéo the market and the reaching of
results in this domain.

Culture has two types of association with HRM praed: it influences its
implementation, and this implementation also infices HRM practices (Chan, Shaffer, &
Snape, 2004; Wei, Liu, Zhang, & Chiu, 2008). On baed, culture is demonstrated in the
managerial practices such as HRM practices; anth@wother hand, HRM practices help to
create and to express the cultural valued orgaomstbehaviors and meanings (Dawson,
1995; Neves, 2000). Therefore the result is theraation between the two: “culture works as
a reference regarding which certain HRM practicevialuated as adequate, indifferent or
unsuitable” (Neves, 2000, p. 244).

Although refering to large organisations (hospijtatsurance companies, and the
manufactoring and public sectors), Neves (2000hawkeges the consistency of the CVF
model in the Portuguese context, to explain theradictions of the organisational dynamics.

Patel and Cardon (2010), in their study investigathe association between product-
market competition and labour productivity, looka&dhe role taking on HRM practices and
group culture type (of the CVF culture model) miphaie. They studied SME in the United
Kingdom and found that group culture had a fundaalenle. They found that group culture
had the highest effect in enhancing labour prodgitgtand was also related to the adoption of
HRM practices, as well as enhancing the associafitine HRM practices with productivity

In this project, initially we study the relation odrporate culture with HRM practices

and firm performance; then we focus on group caltbecause it emphasises flexibility,

customer orientation. The focus therefore is orettierior but keeping the goals controlled andamgetition

with the outside. The more mature and effectiveanigation tends to develop sub-units that represactt of

the quadrants: R&D (research and development) wefisesent adhocracy, while sales units repredent t
market. Most businesses tend to have one or marestpf culture that dominate the business, and no
configuration is better than another (Cameron &M@uR011).
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openness, shared decision-making and trust, asaselnployee development and building a
family-like atmosphere (Cameron & Quinn, 2011; P&t€ardon, 2010). These are typical
characteristics of the small business context. #alklly, the relation between that culture

type with performance is identified in the litensuas the most significant.

1.3. Organisational Performance Measures

The concept to be studied, as the successful oafgufirm, has many titles: growth
when referring to small firms (e.g., Davidsson kt 2005); performance when linked to
determinants such as entrepreneurial orientatiog., (Rumpkin & Dess, 1996); human
resources management (Combs et al., 2006; Hud®8h) or effectiveness when linked to
organisational culture (Hartnell et al., 2011). @nigational performance is a topic of interest
in all management domains. In this section, we aplbroach using both small firm literature
and strategic HRM literature.

Research on the factors that influence small fisrfggmance and growth has been
studied for some time, and there is a lot of soatt&nowledge. Still, there is not a clear and
consensual picture of the phenomenon (Davidssah,e2005). There is a large variety of
features among firms, and that is the main fadtat &xplains the diversity of measures and
theoretical models that appear in the literature.

To measure the success of a firm, Davidsson €2@D5) point to three alternatives:
“a) create a multiple indicator index; b) use al&dive measures separately, and c) find the
one, best indicator” (p. 4). The multiple indicatodex is adequate when using growth as a
latent variable. The use of a standardised indekesbest choice in this case. Choosing to
study several indicators separately is being maveured both theoretically and empirically,
because some determinants of success can affechdinator more than another, and that
would be good to consider in research. Gestindicator would be sales growth, followed by
employment growth.

The most frequently mentioned measures are satgdpgment, assets, market share
and profits (Baum et al., 2001; Dobbs & Hamilto002Z; Wiklund et al., 2009). Specific
indicators to work within a certain industry arealery useful and acceptable (Davidsson et
al., 2005).

Growth measures can be absolute or relative (Wekletnal., 2009), and data can be
objective or subjective. Subjective data refersthe perceptions of individuals when

responding to financial and commercial issues ,(sales, revenue, profits). Several authors
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(Runyan et al., 2008; Varadarajan & Ramanujam, 1880e mentioned that subjective data
has great advantages when compared to objectiveumesaor institutional data. It is also
much harder to obtain from individuals. There hbheen studies that compare the reliability
of subjective data, and findings reveal there tsmach bias, which points to firm owners and
CEOs as very reliable sources of financial andrdiha information (Baum et al., 2001). The
two most used measures are sales and employeehg{ioaridsson et al., 2005; Wiklund et
al., 2009). They are methodologically widely aceeptand such data are generally easy to
obtain (Dobbs & Hamilton, 2007). Organisational fpenance studies rely on objective
approaches measures, “based on de-contextualisgdtivist approaches often treating the
owner/manager and their context as mutually exeduproperties” (p.201) not considering
that the business owner values the business rotasiher life (Thorpe & Clarke, 2008).
Different firm owners have varying conceptions dfaw constitutes business achievements,
namely, what they consider a good result regarsags or assets. Deciding not to grow may
be an intentional decision. So, studying firm perfance as an idiosyncratic construct is a
more rigorous approach to what is considered afaatory performance that is relying solely
on objective measures (Lumpkin & Dess, 1996; Tha&pelarke, 2008). Among privately
held firms, measures such as overall satisfactrmulgl be considered (Lumpkin & Dess,
1996). Performance standards of success may vanytiove, with the evolution of the firm,
so it is important to take this into account whardging growth (Lumpkin & Dess, 1996).

Examining growth means studying a phenomenon tltaurs over time and
consequently should be analysed longitudinallyffimsense that assessment of the predictors
precedes assessment of the outcome” (Davidssdn €085, p. 4). Growth also can have
several expressions, for example, high increasales turnover with hardly any change in
assets or employment, or moderate growth resutinganges in assets or employment. Since
growth can be a latent construct with common caasésdifferent expressions, it should be
assessed with multiple indicators (Davidsson ¢2805).

In the HRM literature, several measures of orgdiusal performance have been used
when relating HRM practices to organisational resulCombs et al.,, 2006). The
organisational performance measures used by HU4€#5) are the most studied (Combs et
al., 2006; Wright et al., 2005). Sales per emplageecalculation commonly applied to access
a firm’s productivity. It is a single index thatrche used to compare firms. Limitations of this
formula led to the use of net income per employaesélid, 1995).

Turnover was considered a variable to be studiecksiaccording to Huselid (1995),

it was used in many previous studies in the fisldm@organisational outcome. As did Huselid
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(1995), we controlled for voluntary turnover, sirtbere is an adequate rate of turnover for
each firm, which might not be exactly the lowessgible.

Various studies, as well, have been using firnm&ricial results as a variable (Huselid,
1995). Employment growth is also seen as an impbaiaganisational performance indicator
(Rauch et al., 2005). Rauch and co-workers (208fY to the link between HRM practices
and employment growth, since both relate to pewplike firm: owners who are interested in
employing more people will probably invest in the@oyees they already have. These
authors also found that employment growth is assediwith good firm performance and
thus is an important variable to consider. Thest Ergument is that employment growth is a
performance criterion that reflects firm performaraver time, in a stable way. Moreover,
“since human resource strategies do not pay off ediately, employment growth is an
important variable for studying the long-term effeaf human resources” (Rauch et al., 2005,
p. 682).

Even if there is no consensus regarding performandegrowth concepts (Rauch et
al., 2005), the most frequently used are: perceiugahcial, perceived non-financial and

archival financial parameters (Rauch et al., 2009).

1.4. Conclusions

At the core of HRM literature is the importancepsople to the competiveness of
firms (e.g., Huselid, 1995). The first chaptertotthesis goes over the main theoretical issues
that frame its central concern: managing peoplaicro-firms. Even though there are many
studies relating HRM to performance, we were aldefind some theoretical and
methodological issues that have not yet been &xplained.

From a theoretical standpoint, much has been saidl@HRM practices-performance
link, mostly in the context of large firms, andesldy some major advancements in smaller
firms, namely, SME. Even in the Portuguese contbete are some, few, studies in the SME
sector. Interestingly, though micro-firms are thestnprevalent type of firm worldwide and
employ a significant proportion of the working pdgiion, studies in this context are very
rare. Therefore, this thesis’ major aim is to helfill the gap of HRM literature in the study
of micro-firms. It also tests the main organisasibvariables that relate HRM to performance:
business owner characteristics, managerial sty @rporate culture. Regarding the
managerial style, EO and SBO are tested as sepamag¢ructs, following an underexplored

topic in the literature.
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Micro-business owners are the main source of pygmdata in this thesis.
Methodologically, in the first two studies, we usase studies to examine the relations
between these topics, trying to help to fill thedvim the literature. Quantitative studies are
the most frequent. They use a single HRM praciicgsx to relate to performance, missing
the nuances of the extension of the usage of datle practices, as well as the combinations
of the practices, that the configurational approacables. Hence, after the initial study using
the contingency perspective, and the second stingyerthe pertinence of the configurational
perspective emerges to study HRM practices in rficnas, we complement the analysis on
the HRM practices in micro-firms with a larger sdenpsing the configurational approach,
which is also one of the major contributions oftthiesis.

We conducted three studies, mainly focusing ontify@mg the HRM practices used
in micro-firms, as well as identifying patterns ldRM practices and relating them to firm
performance. Before framing the studies in theditere gaps and introducing their objectives,
there are some theoretical and methodological ngtio be presented.

As noted, there is scarcely available research mmorfirms. The few studies we
found (e.g., Pearson et al., 2006) suggest thabnfilens are similar to bigger SMEs in terms
of time dedicated to personnel matters, as wedkagrience and education of the people who
deal with this processes. Also, the recent metdysisaperformed concerning the HRM
practices-performance link (Rauch & Hatak, 201@)jnfed toward the behaviour of micro-
firms being considered similar to young SMESs, rdtgss of the micro-firm’s age. Despite
such findings, we believe there are not enoughiesuekgarding micro-firms’ dynamics in
HRM to support such conclusions.

We begin this thesis with a study aiming to anali&M practices and relate them to
firm performance, considering the owners’ charasties. It is a qualitative study, comparing
two very similar case studies. In this project,ame going to use Pfeffer’s list of thirteen HRM
practices based on several arguments. We decideseta known list, instead of building our
own because even if the context is micro-firms smahe differences might be expected, they
still manage people, performing HRM practices wéhks formalised procedures (Hayton,
2006; Innes & Wiesner, 2012). The characteristfd3feffer’s practices list also explains the
choice. The HRM practices lists studied in thetsgge HRM literature, even if there are
different lists for each author (and sometimeswbeh each author’s studies) emerge as an
overall list of practices that frequently appeafetfer, 2005). In his 2005 paper, Pfeffer
enlarged the seven practices group necessary doessful organisations (Pfeffer, 1998), to

a thirteen item list: employment security, recrwetih selectivity, high compensation,
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incentive pay, employee ownership, information siggrparticipation and empowerment,
self-managed teams, training and development, crigsation and training, symbolic
egalitarianism, wage compression and promotions frathin.

There is a tradition of measuring the HRM practicesmaller firms using information
derived from larger firms. For example, Messersmaitid Wales (2013), who studied firms
with more than 10 employees, and whose firms’ sarhptl a median of 25 employees, used
Datta et al.'s (2005) list of practices which, urnt was based in Huselid's (1995) and
Guthrie’s (2001) lists. The Pfeffer (2005) list,ifgp a little larger than the initial one (only
had seven items), involves practices that chargetan informal management style as well
as flexible work setting (e.qg., information sharingpss-utilisation and training). On the other
hand, it does not include some practices usedgetdirms that do not apply to micro-firms
(e.g., performance appraisals, attitude surveygriewance procedures). In Appendix B we
present Pfeffer’s thirteen HRM practices descriptio

In the first study, we initiallyjanalyse the relation between HRM practices and firm
performance We then include the owners’ entrepreneurial attarsstics and management
styles and examine the three variables togetherkhges that the role of the owner-manager
Is very important in the process of both creatind mnanaging a business (Baum et al., 2007).
In micro-firms, due to the owner-centered naturehag kind of business (Jaouen & Lasch,
2015), that role is even more central. Consequgestlydying the owner’s profile is very
pertinent.

The owner’s characteristics are measured usingi@epgeneurial potential scale. The
entrepreneurial potential is defined as the proegxnfor engaging in entrepreneurial
activities related to business venture creationagament (Correia-Santos, Caetano, Curral,
& Spagnoli, 2010). This quality can be evaluatewuigh a self-administered questionnaire.
It is expected that the regular business owner do¢have all the competencies in their
maximum level. Therefore this scale reveals indigidporofiles, with different combinations
of the competencies measured (Caetano et al., 20&d)e considered with entrepreneurial
potential, the participants should display at leatgrmediate scores. Even at this level the
owner’s characteristics and their managerial siygeworth noticing, since they are connected
to strategic options (Rauch et al., 2009). EOdiiere has been studying HRM practices as a
moderator factor of the relationship between thenagament style and performance
(Messersmith & Wales, 2013). We believe HRM is & ph the management style and is

coherent with it, as with the manager characteggivhich, in this case, is the owner).
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As described in Table 1 (Summary of empirical stgyliin our first study we use the
presented perspective to research the literatyretg&nowhow firm-owners’ characteristics
and managerial styles are related to HRM practiaed performanceThis approach seems
appropriate to explore further the additive intgn$ilRM single index, traditional in the
contingency approach and common in the literatiMesgersmith & Wales, 2013; Patel &
Conklin, 2012). Another interesting aspect of tkisidy, from both a theoretical and
methodological standpoint, is the separate anabfstte EO and SBO managerial styles,
which are largely researched in the literature@sosite positions of the same construct (EO)
(Stewart et al., 1998).

In the second study wa&med to investigate the association of HRM pradiwith
corporate culture and performancé/e used a multiple case-study methodology tcecoll
in-depth information from four micro-firms. We cetlited data in two phases. In the first phase
we wanted to learn about the firms’ organisatiodghamics and the HRM practices
performed. In the second phase we sought to olsttnrmation on the organisational culture
perspectives of both owners and employees, as agse#mployees’ work satisfaction and
affective commitment. Secondary data, consistingtld organisational performance
indicators, span a six-year time period. The refaietween HRM practices and performance
and between organisational culture and performaage been widely studied in both large
firms (e.g., Huselid, 1995) and SMEs (e.g., RaucHaak, 2016). The association between
HRM practices and corporate culture’s impact origgerance has also been studied in SMEs
(e.g., Patel & Cardon, 2010); however, there hasaen much interest in the literature on
the topic, compared to other subjects. Findingsitpw interrelated effects of culture and
HRM practices, with both factors reinforcing eadhes. Some types of culture are also
considered more beneficial when related to HRM twas and performance. This second
study has two main objectives: (@) know how HRM practices and corporate culture are
related and (b)how they, together, relate to organisational penfi@nce

The third study explores the configurational apploeegarded by the literature as
having great potential but still underused (e.gy&te& Allen, 1997; Short et al., 2008). It is
a quantitative study and, to meet all the objestive divided in two sub-sections (related to
the methodological process of data analysis). Theggwo strong arguments for using the
configurational approach in this thesis. One ofrtiest compelling arguments for applying
this perspective is trying identify HRM practices and pattertisat are statistically close and
to understand if there is a macro-group of prasticeich as the three dimensions AMO

framework (Appelbaum et al., 2000) dfuselid’s (1995) bi-dimensional HR patterns. We
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also wanted to knowow do they relate to performanfieave they all the same importance
or is there a hierarchy of influence)?

Another fascinating opportunity for this approashrésearching inside the “black-
box” of HRM practices in micro-firms (Martin-Alcazat al., 2005). In this third study, we
want to knowwhich types of micro-firms regarding HRM practicasage are there?
Moreover how do they relate to performance?

The next chapter describes the economic sectangett which we develop this
project: the ERP selling and consulting sector. T¢ilwing chapters present the three
studies, detailing the methodological options, shgwthe findings, and displaying their

discussion.
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CHAPTER 2. The context: The Enterprise Resource Rhning Selling and Consulting
Sector
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2.1. Introduction

HRM practices literature contributed to choosing Husiness field for this project.
According to Delery (1998), context is an issuet thi#ll has to be studied further in the
strategic HRM field. Considering that specific \edulies of each industry (Delery, 1998) also
affect organisational performance, in this propetcontrol the business sector of the firms
in the sample. The firms included in the study afem the same business sector, thus being
competitors between themselves. This fact willalfor the analysis of HRM practices and
performance outcomes free from dummy variablesrdagg the business sector.

Still considering context, one of the suggestiamsfdirther studies that Combs’s and
colleagues empirical research meta-analysis madmig et al., 2006) was a more detailed
study on the service sector, since most of theareeeon high-performance work practices
occurred in the industrial sector. This study atmsontribute to the research in this field
being carried out in the service sector: EnterpR&source Planning (ERP) selling and
consulting micro-firms.

Enterprise Resource Planning (ERP) selling andudting sector is a subsector of the
Information and Communication Technology (ICT) sect

The initial definition of ICT by the OECD WorkingaRy on Indicators for the
Information Society (WPIIS) in 1998 incorporatediustries that manufacture and provide
services that capture, transmit or display dataiafumation by electronic means (OECD,
2011). Since then, WPIIS delegates have agredueamportance of periodically re-assessing
the concepts, based on the lessons learned froamgamcept implementation, as well as, from
societal and economic changes that make it rele@avieral adjustments have been made to
the last published definition: “The production (geoand services) of a candidate industry
must primarily be intended to fulfil or enable thenction of information processing and
communication by electronic means, including tralssian and display” (OECD, 2011, p.
59).

In more concrete terms, when talking about ICT stneent, OECD indicates the
purchase of equipment (information technology, sasltomputers and other hardware; and
communications equipment), and purchase of softwlaae is pre-packaged, customised
and/or developed in-house and used for at leastiagof a year (OECD, 2017d).

ERP are extensive software systems that includerakvf not all business functions,
providing an integrated solution for an organisaisoinformation system needs (Shehab,

Sharp, Supramaniam, & Spedding, 2004). These sadtaystems comprise “a set of mature
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business applications and tools for financial andt@accounting, sales and distribution,
materials management, human resource, productiannplg and computer integrated
manufacturing, supply chain, and customer inforaréti(Shehab et al., 2004, p. 359).
Therefore, they facilitate the information streaetween the business chain of processes
(internal and external) (Davenport, 1998; Shaul &ler, 2013). Thus, ERP businesses
(producing, selling, implementing and, maintainiagy part of the ICT sector.

ERP systems can be used as instruments for immgr@vaompany’s performance by:
reducing inventory and costs (production, shippialgour, and even information technology)
(Shaul & Tauber, 2013; Shehab, et al., 2004): aatmg and integrating business processes
transversely in organizational functions and |lawadi enabling the implementation of best
business practices in order to improve productiviyaring common data and processes
transversely to the entire organization, thereduceng errors and time cycles; and, producing
and giving access to information in real-time, &gy facilitating rapid and better decisions,
and consequently, leading to improved effectivera@ssa competitive edge both in strategic
initiatives and processes as well as in ncrerespemsss to customers.

As a result, ERP is often considered, initially,“thee price of entry for running a
business” (Shehab et al., 2004, p. 359). Additigndlis subsequently considered as a critical
factor in current management practices and, mocemaare, in the support structure for
managing organisations (Shaul & Tauber, 2013; Shehal., 2004). It was not only the big
and multinational firms, especially in the begirmof 1990’s, that understood the importance
of ERP, but SMEs also understood their importanca&dt only staying competitive but also
for their survival (Shehab et al., 2004). Also ortegal, SMEs recognise the importance of
this type of systems to be able to manage bettefirtins and stay competitive in the market,
explaining the trend in enhancing the investmerERP (Caldeira & Ward, 2003; Martins,
2009). This explains why the ERP software market gaown into being the largest IT
investment by the majority of firms worldwide (Sh&Tauber, 2013; Shehab et al., 2004).

Shaul & Tauber’s (2013) literature review of thstldecade shows that the perception
of the role of ERP systems has changed. They divide decade into four main periods. The
first one referred to the late 1990s, the ERP syddeveloped from a system that planned
material supplies to one that covered all orgaitisat activities (except business networks).
The second period corresponds to the early 2000t tinderstood the need for collaborative
commerce by electronically streamlining, so theywetbfrom many unintegrated information
systems to a single integrated software suppauttstre. In the middle of the decade, we

counted the thrid period, in which firms prefertedmplement an ERP set from one only
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seller/brand that combined all necessary softwaldisns; therefore ERP vendors began to
acquire or develop the necessary extensions of #pglications to meet their customer’s
needs. Finally, late in the decade, alternative@gpghes such as hosting, subscription-based
pricing, and SaaS (Software as a Service) techgangbled other performances. Despite the
change of the market needs and ERP developmentdheobjectives of ERP remained the
same over the last decade; only the way of usia@tiailable technology is different (Shaul
& Tauber, 2013).

Geographical regions and the advancements of tgtites’ economies influence the
information systems usage. Santos, Pedro and Cor010) in a study regarding HRM
information systems utilisation in a Portugueseustdal region (Setubal), found that there
are different groups of firms that have three défe levels of usage regarding sophistication,
and cost. There are the larger and multinatiomadgithat have more complex and expensive
information systems, the intermediate dimensiomgithat use systems that already require
some sophistication, with an intermediate pricel e smaller national firms operating in
traditional sectors that usually don’t need infotima systems and use technology in a very
basic way (Santos et al., 2010).

In the last five years, according to the Portugu€Se Directory of 2016 (Coimbra,
2016, p. 4), a rapid paradigm shift occurred: “8nd IT Innovation Platform supported by
mobile technologies, social applications, big datlutions and business analytics, and cloud
computing services have been, and continue tdibegrowth and innovation driver of the IT
industry, and is significantly changing how orgatians in all sectors not only provide
services but mainly how they relate to customeaginers, employees and how they develop
products, services, and business models”.

For the future, over the next five years, Gabrieindbra from IDC Portugal Country
Manager (Coimbra, 2016) anticipates the emergehaaew wave of technologies - internet
of things, virtual technologies / augmented realBp printing, wearables, robotics and
cognitive systems - developed on top of the 3rtféta of IT. This new wave of technologies
is named by IDC as accelerators of innovation, Wwhidl enable the expansion of information
technologies’ capacities and will be accountabledigital transformation opportunities in
organisations across all sectors.

ERP systems are developed by software houseshangendors that distribute their
products through a network of partners are spreadsa the geographical areas of their
intervention. This means that specific legislatisrrequired for specific markets, namely,

different countries have specific laws, and severadlules have to deliver those specificities
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(e.g. accountability, personnel). Thus, the ERPnass, even though the technology and
principles of production are the same, requirescifipedevelopment across different
geographies.

This thesis focuses on a subsector of the ICT settte firms that sell and do the

consulting work for implementation and maintenaotERP.

2.2. The position of Portugal in the internationalcontext

The ICT sector has much attention because it isngortant for the economy of
nations and, internationally; even OECD indicativexk the development of its members
throughout the years.

The OECD Stats website specifically tracks busieesbat use ERP software as an
indicator of ICT activity and the level of developntal ICT usage among its members.
Portuguese firms that employ ten or more persa(ding to available data) have been, on

average, using more ERP software than its fellownkgunbers (see Figure 2).

Figure 2 - Businesses using ERP (Enterprise RegoRlanning) software, with 10 persons
employed or more (percent)

50
45
40
35

30
2
2
1
| I

2007 2008 2009 2010 2011 (1) 2012 2013 2014 2015

o v o u o un

mPortugal mAverage 23 EU countries (2)

(1) Data not available.

(2) Average of the 23 EU countries available at OEftat: Austria, Belgium, Czech Republic, Denmark,

Estonia, Finland, France, Germany, Greece, Hungaeland, Italy, Latvia, Lithuania, Luxembourg,

Netherlands, Poland, Portugal, Slovak Republicy&i@, Spain, Sweden, United Kingdom.
Sourcehttp://stats.oecd.org/Index.aspx?DataSetCode=ICTS @Xtracted on the 18th Aug 2017)
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More detailed data on the size of the firms andr tBRP’s usage evolution between
2010 and 2014, shows that Portugal is on sixthtijposof the OECD members (see Figure 3).

Portugal is among the countries that had one ofattgeest growth rates of increase in
ERP usage between 2010 and 2014 (OECD, 2015).ndigist seem unlikely because of the
financial and economic crises that hit many ecomsmincluding Portugal. Portugal, on top
of that, between 2011 and 2014 had the interverdfdnternational Monetary Fund (IMF)
which established very tight rules of expenditina had an impact not only on the State, but
also on the population as a whole, and on privaterprises, as a consequence. ERP usage by
firms still grew. Since 2007, in order to contrarallel economy, the Ministry of Finance
established legislation that set that all sellsalbtypes of firms, including micro, had to be
registered in a certified software, and receiptstioebe issued with the taxpayer number, and
an electronic file has to be sent to the Finanaadtty every month. During the intervention
period of the IMF, legislation was continuously psived which required changing many of
the ERP modules already in use (e.g. personnaduatability).

This innovation was very demanding especially foal, very old businesses, with
old firm owners, and, as a consequence, new fimmthe selling software business were
created, as well as new services were introducédetéirms selling software, already in the
market. It wasn’t required (and still isn't) theeusf an ERP, but as the services of software
selling firms were required to meet legislationsipossible that, with those software updates
they sold other functionalities, to help firms ¢goaugh such harsh economic period. As said
before, having a good information system, nowaddgstronically based, was probably seen
as important not only to stay competitive but dtssurvive that period (Shehab et al., 2004).

According to OECD 2011 statistics’ (OECD, 2017@&ople working in the ICT sector
in Portugal is roughly half (1,9) of the averagettoed OECD countries (3,7) (see Figure 4),

which may be seen as contradictory to the preuvitaia. But it actually isn't.

21 The first legislation is from 2007 (Ordinance N2222007), which obliges the programs to produeeSAFT
file ("List" of all invoices and credit notes thidte company issued during the month, with the nurobéhe
buyer's taxpayer, several other details (this fgiid the e-invoice registrations in the annualividdial tax
report). This legislation was being refined as4#alproblems / situations arose: Ordinance N92/2009
changes the wording of Ordinance N°.321-a/2007jrMartte N°.363/2010, requires billing programs to be
previously certified; 22A/202 Ordinance of 2012pfublishes Ordinance No. 363/2010); Ordinance N°..
302/2016 amends Ordinance N°. 321-A / 2007 of 26cMan particular with regard to the data struetaf
the SAF-T (PT) file relating to invoicing.
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Figure 3 - Use of ERP software, by size, 2010 @&i#1Zas a percentage of enterprises in

each employment size class)
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Notes: Unless otherwise stated, sector coverage consists of all activities in manufacturing and non-financial market services. Only
enterprises with ten or more persons employed are considered. Size classes are defined as: small (from 10 to 49 persons employed),
medium (50 to 249) and large (250 and above). For Canada, medium-sized enterprises have 50 to 299 employees. Large enterprises have
300 or more employees. For Korea, data refer to 2013. For Switzerland, data refer to 2011.

Sources: OECD, ICT Database; Eurostat, Information Society Statistics and national sources, March 2015.
StatLink msra http//dx.doi.org/10.1787/888933224852

Source: OECD, 2015 (p. 135)

Figure 4 - ICT employment (percentage of busines®s employment)
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Source: OECD.Stat
This data refers to employment in all ICT sectod aot to the ERP usage by firms,
as previous data. This means other fields of actid€T are included as cloud services and,

other software creation and usage. The ClaraneedRes Report 2016, dedicated to
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“European IT Innovation” states that the mediumesiRortuguese enterprises regarding
managing and storing applications are in the caasiee IT group, namely cloud, DevOps
(It.Insight, 2016). Hence, even though IT suppliease been working the ERP products, it
seems that they are either not advising their tdiempursuit more recent ICT approaches to
business or their clients aren’t accepting theuical

The employment sector in ICT seems to be consistéhtthe Eurostat indicator of
enterprises of the ICT sector which recruited @dtito recruit personnel for jobs requiring
ICT specialist skills (see Figure 5), Portugal sralso had lower recruitment efforts than the

EU countries average.

Figure 5 - Enterprises of the ICT sector (10 pessemployed or more) recruited/tried to
recruit personnel for jobs requiring ICT specials#tills (percent)
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Source: (Eurostat, 2017)

2.3. Characterisation of the ERP Selling and Constihg Sector in Portugal

Software houses, in order to increase their maskere, distribute their software
through channel partners. These partners sell aouilde the necessary consultancy work (to
implement, maintain and increment the softwarejther firms, which are the final customer.

To have a more specific view of this subsector antdyal, we used the Portuguese
National Statistics Institute (INE) data.

In 2007 a new economic activities classificatioasignated CAE-Rev.3, was issued
in which the activities of the firms subject ofdlproject are placed in Section J (Activities of
Information and Communication), division 62 - Coltaacy, informatics programming, and
related activities (Table 2).
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Table 2- Economic activities codes, according td&cRev.3 (2007) for the firms of this
project

Division Group Class Sub-class | Designation
62 620 Consultancy, informatics programming, aethted

activities

6201 62010 Activities of informatics programming

6202 62020 Activities of consultancy in inforneati

6203 62030 Management and exploiting of inforogéiquipment

6209 61090 Other activities related to informatiechnologies and
informatics

Source: INE (2007, p. 66)
Even though the new version of the classificatibime Portuguese economic activities

was issued in 2007, the available data of thisdirs) in many cases aggregated with data
from other information and communication activittesvhich are now in other groups,
namely editing of computer games.

The type of services provided that are considerélea ‘Informatics’ table are: Editing
of computer games; Other types of edition of soféeM@oftware); Computer programming
services, Informatics consulting services; Competpripment management and exploitation
services; Other services related to informatiomnetogy and informatics; Data processing
services, information domiciliation and relatedvsegs; Web portal contents; Repair services
of computers and peripheral equipment; and Othercsss.

Based on data from INE both from a document isswétl information about
enterprises which provide services to other firnith wformation from 2008 to 2013 (INE,
2014), and statistical data obtained from the sia#ii data available on the website
(information about 2014 e 2015) (INE, 2016) we budble 3.

Table 3 displays the allocation of services prodi(lE000€), per type of service, since
2008 to 2015, as well as their proportional weggtservice, and the variation over the years.
A final variation between 2008 and 2015 is provided

Between 2008 and 2015 there is a 21.6% increageiamount of money related to
the informatics services provided to other firmbeTtypes of services that had the bigger
increase were “Other services related to infornmatechnology” (8.7%) and “Informatics
consulting services” (7.3%). These are also twthefmajor services of expenditure in this
sector services to other firms (Informatics consgltservices, 38.2%; and Other services
related to information technology, 19.0%), alonghwicomputer programming activities”
(15.1%).

22 As they were in the previous version of the clasation of economic activities (CAE-Rev.2.1.).
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Table 4 displays the main economic indicators, ating to the legal business type
(corporations or individual firms), from 2008 to I3%. The activity that is probably of
specific firms that don’t relate to this study #ine ones that perform “Editing of computer
games”, but as the proportion they represent issaual value (see Table 3 — 0,0%), the
aggregated data in Table 4 is a good referencéocharacterization of this sub-sector.

One of the most relevant information that arisesnfidata is that entrepreneurs in the
informatics field are more and more, doing theisibhass in registered corporations (which
have a different and more complex accountabiligiming, as well as more than one
employee), and less as individual firms. Althoulgh humber of firms, in total didn’t grow
much, the number of people employed is accompantitieggrowing number of firms
registered as corporations.

Another information worth noticing is the value eed in provided services per

employee has been decreasing both in corporatimhgandividual firms.

2.4. Major software houses operating in Portugal wih micro firms’ partners

There isn’t a list of the major management softwaerdors in Portugal, never-the-
less there are several very well-known brands énntlarket. Among them PHC, Primavera,
and SAGE, that we present below in order to givelaa of who three main software vendors
are and how they operate. Their main distributioanmel is the business partners, and these
partners are the ones who deal with the final eusto The recent introduction of cloud
computing is making the software houses dealingctly with the final consumer, selling
licenses, and supporting, but software vendorshrdatribution channel is still their business
partners, which are the participants of this priojeach business partner is a competitor of
the other and can sell more than one ERP and saftween if those are similar products, and
their respective software houses compete.

These three bigger software vendors are the mae b&the participants on this

project.

23|t wasn’t available more recent data about nunatbdéirms, nor personnel.
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Table 3 - Allocation of the provided services, ypet of service - Informatics

Total of
Time and  Service
variation ~ Provided
10° Euros
2015 3324 068
2014 3238270
2013 3031214
2012 2 958 542
2011 2992 779
2010 2 875 745
2009 2831484
2008 2 733 961
Variation Ratio
2013/12 2,5%
2012/11 11%
2011/10 4.1%
2010/09 1.6%
2009/08 3,6%
2015/08 21.6%

Editing of
computer
games

0,0%

0,0%
0,0%
0,1%
0,1%
0,1%
0,1%
0,1%

0,1%
0,0%
0,0%
0,0%
0,0%

0,0%

Other
types of
edition of
software
(software)

8,3%

8,0%
6,2%
7,0%
7,0%
6,9%
6,5%
6,5%

-0,8%
0,0%
0,2%
0,4%

-0,1%

1,8%

Computer
programming
services

15,1%
15,9%
20,2%
19,9%
19,3%
18,2%
20,0%
20,6%

0,2%
0,7%
1,1%
-1,8%
-0,6%

-5,5%

Type of Service Provided

Informatics
consulting
services

38,2%
37,4%
36,2%
34,4%
33,6%
36,4%
33,3%
30,8%

1,8%
0,7%
-2,7%
3,1%
2,5%

7,3%

Computer
equipment
management
and
exploitation
services

7,1%

9,4%
9,8%
10,8%
10,4%
9,7%
10,1%
12,4%

-1,1%
0,5%
0,6%

-0,4%

-2,3%

-5,3%

Other
services
related to
information
technology
and
informatics

%
19,0%

18,5%
9,8%
8,5%
9,7%
9,5%

10,6%

10,3%

1,3%
-1,2%
0,2%
-1,1%
0,3%

8,7%

Data processing
services,
information
domiciliation
and related
services

8,3%

7,1%
12,7%
12,3%
12,7%
11,8%
11,3%
11,9%

0,4%
-0,4%
0,8%
0,5%
-0,6%

-3,7%

Web portal
contents

1,4%

1,2%
1,9%
2,2%
2,1%
2,2%
1,5%
1,5%

-0,3%
0,1%
0,0%
0,7%
0,0%

-0,1%

Repair
services of
computers

and
peripheral
equipment

1,3%

1,1%
1,2%
1,8%
2,2%
2,2%
2,3%
2,1%

-0,6%
-0,4%
0,0%
-0,1%
0,2%

-0,8%

Other
services

1,3%

1,4%
2,1%
3,0%
2,9%
3,1%
4,3%
3,7%

-0,9%
0,1%
-0,2%
-1,2%
0,6%

-2,4%

Source: Built based in INE (2014, 2016)
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2.4.1. PHC

PHC was founded in 1989 in Portugal, and is novegmein 5 countries (Portugal,
Spain, Mozambique, Angola and Peru), counting omentban 175 employees, and 400
partners (distributors) to provide service for mtiv@n 30.000 firms and 140.000 users (PHC
Software, 2017c).

Their vision is “we believe that freedom for changerganizations is only possible
through great software”. They drive their work lthse values as: “passion for the client,
innovation, trust, cohesion, audacity, and excekeim performance”, trying to accomplish
their mission: We create intelligent, appealing and complete gmistthat provide flexibility,
speed and success for our customers' busiiiesiC Software, 2017c).

In their website, they present their software sohs in different ways: transversal
solutions, in which they present the functionalaaoé the firm; sectoral solutions, showing
some specific software; firm profile, depending tbeir size; and software solution name
(PHC Software, 2017d)

If you need further information you can either dsk a free demonstratio(PHC
Software, 2017h)or select a partner, from the national partnsetsdrganized location, level
of specialization (market or sector), dimensiorfiwh in which it can intervene, name, and

experience in the business field (more detailed gector\PHC Software, 2017a)

2.4.2. Primavera

Primavera software was created in 1993, and iteotiheadquarters is still in the birth
city of Braga, Portugal. It was the first softwai@mpany to develop management solutions
for Windows. Nowadays has about 300 employees, thaire 40 000 clients, spread over 20
countries, in five of which has branches (Portugabon, Spain: Madrid, Angola: Luanda,
Mozambique: Maputo and Cape Verde: Cidade da Praiahelp accomplish this amplitude
of business has 600 business partners spread hHuoughese geographies (Primavera,
2017a). The company’s mission is to “Simplify lii@ organizations by increasing value
creation” (Primavera, 2017b), and “Innovation, Coitnment and Quality” are mentioned as
being in their “DNA” (Primavera, 2017a, p. 6).

They offer many software solutions, organized ifliig] software, Management
software according to the firm size, specializetutsans, sectoral solutions and business

accelerators. One of the interesting commerciat@ges is offering some Billing software
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for free (Primavera, 2017b). They also offer suppsome of which is for free, training
through the Primavera Academy, and consultancyepte®y a Primavera Consulting service.
You can also find Primavera partners, filteringriayme, location, specialization, and
level of accreditation (partner statute). A contgation pops-up when you are browsing this
menu(Primavera, 2017c)You can also find information to become a Prinmaygartner on

the same men(Primavera, 2017c)

2.4.3. SAGE

SAGE was founded in 1981, in Newcastle upon Tym®\{n as Newcastle) and is
now present in 23 countries around the world, dagnon 13.000 employees, and 20.500
partners to provide service to 3 million costum@&AGE, 2017a). The main business values
they foster are costumers’ first, velocity, do tight thing, innovate and make a difference.
In order to implement the vision “to be recognizedthe most valuable supporter of small
and medium sized companies by creating greateddraefor them to succeed” (SAGE,
2017a).

They entered the Portuguese market in 1999, arnichomt they have acquired 4 firms,
and have now 200 employees, 1500 business padelirgy, implementing and supporting
their software to 100.000 customers (SAGE, 2017a).

They provide software for Invoicing, Accounting ammdasure management, Human
Resources, Customer Relationship Management (CRME®RP for large companies. They
also inform on their website about the price ofesal/software solutions. About the most
complex / complete of each type of software is ddkecontact the software house (SAGE,
2017Db).

Their partner's list isn’t on line, deliberatelyhd Commercial Director said it was
withdrawn from the website because other softwangsts used it to contact and to entice
them to sell their own software. When you expldwe website, a pop-up window shows with

a chat, enabling immediate contact with the poatietistomer.

2.5. Conclusions

Selling and consulting for implementation and mamaince ERP sector is part of the
ICT sector (OECD, 2011).
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ERP systems are information facilitators systemBrias because they intervene in
the information flow across all enterprise funcpand have been having large improvements
since de the 1990s improving their own outputs Boidwing firms’ needs to deal with
evolving competitive global market (Shaul & TaukiZd13).

ERP’s systems are among the indicators that OE@Ekdrin order to follow and
define ICT activity and development level of its mmgers. Portuguese firms have been, on
average, using more ERP software than other EUtdeanin 2014, up to 40% of the firms
with more than 10 employees, use ERP systems (OBQI%, p. 135).

Analysing the specific case of Portuguese firmsphavide services in the informatics
sector to other firms, there are records of 21 ®8&teiase in the amount of money spent/earned
in this economic activity, between 2008 and 201&n<tilting and programming are among
the most relevant services provided (53% of thal enhount) (INE, 2014, 2016, see Table 3).

Indicators regarding the nature and number of fibesveen 2008 and 2013 reveal
that more registered corporations are replacingrtiwidual firms (31% increase, and 23%
decrease, respectively), and thus hiring more getoplvork in this field (INE, 2014). Never-
the-less, the value earned in provided servicesaoh employee has been decreasing both in
corporations and in individual firms, over thesarnge(see Table 4).

The presentation of three of the major managemgitware vendors in Portugal -
PHC, Primavera, and SAGE, allows understandingttiet are very similar, in which and
how they offer their products and services. Thei@ls difference is the dimension, SAGE
as an older multinational, has much more businadsgrs, including in Portugal, about 700.

However, there are some slight differences: SAGEmseto focus on a more
transparent price policy displaying them on theebsite, PHC seems to have a more
flexible/adaptable software, and Primavera seentsat@ an attraction strategy to smaller
firms based on offering some free products andisesy and also seems to value / stress
training, having its own academy. PHC and Primawksalay their business partners, and
SAGE does not, the contact is made directly tostifevare house.

In any case, their presence in the market is organin the same way: they sell their
software through business partners, spread inrdiffegeographical locations. The software
houses develop and support their business parimerering the software to the market,
which is the final customer. The business partredérghese software vendors, which are

competitors among themselves, are the subjectsptoject.
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CHAPTER 3. The Human Resource Management PracticeBerformance Link
Incorporating the Firm Owner: Case-studies in Micro-firms (study 1)
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24

3.1. Introduction

HR's relationship with performance and growth hageaasingly become a topic of
interest in SMEs considering both HRM practiceg.(®ayson & Barrett, 2006) and human
capital, namely that of the business owner (e.gicR&t al., 2005).

Micro-firms, being the firm category that represetiite biggest proportion of firms in
the Portuguese and European business arena (OHEID; Stenkula, 2006), are a very
pertinent topic to study that can bring importaatadooth to the academic community and to
society, especially insofar as business competiége and employment are concerned.

Small firms have several challenges, among themddmwesources, including people.
Consequently, each employee and their intellectaital have a big influence on the firm’s
outcomes. One of the arguments regarding the pexdaof studying HRM practices in these
kinds of firms is that they aim to influence emmeg’ human capital and, therefore,
performance, even if those practices are inforidaly{on, 2006; Mayson & Barrett, 2006).

In small business contexts, the firm owner has rgelanfluence on the firm’'s
development and results (Brunninge, Nordqvist, &Mhd, 2007).

In the study reported in this chapter, we examimeeHRM practices and the business
owners’ managerial styles, aiming (1) to improve tinderstanding of the relationship
between these kinds of practices and business lgiowicro-firms and (2) to understand the
association of the micro-firm owners’ charactecst@nd managerial styles to HRM practices
and firms’ performance.

Many of the studies on firm growth use quantitagroaches which do not allow
for understanding of the underlying processes gk&kata et al., 2007). This study is the first
part of a larger research project. We have desighedgeneral project following the
methodological steps provided in the literatur@gieg from an exploratory approach of the

24 Based on data from this study two papers here:

(1) presented and published on a peer reviewenfe@mnce Proceedings, with the following reference
Rodrigues, A. C., & Caetano, A. (2011). Two Diverg&Vays to Manage HR and to Get to the Top — An
Exploratory Study in Micro Firms. In Proceedings #XV RENT CONFERENCE - Research in
Entrepreneurship and Small Business, 25th AnnivgiGanferenceBodo, Norway: EIASM, ECSB, University
of Nordland, Nordland Research Institute.( httf@4/2.rent-research.org/hosted-by);

(2) published, as a chapter, on a peer revieweak,lwith the following reference:

Rodrigues, A. C., & Caetano, A. (2012). EntrepreiawOrientation, Small Business Orientation andnFi
Performance: Case studies in Micro Firms (from 2G082011). In Management, Governance, and
Entrepreneurship — New Perspectives and ChallefiDaskoTipurt and Marina Dalsi, pp. 606—626). Darwen,
UK: CIRU - Governance Research and Development Centre & Adtess UK.
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problem we are addressing, focusing in each studhe objectives we are trying to meet,
developing the process accordingly (Gomes & Cesafid4; Leedy & Ormrod, 2005). At

this moment in the research project, we performedploratory, qualitative case study
methodology, which adopts a broad approach usingyraariables, to compare two micro-
firms regarding their HRM practices, managerialestyof the firms’ owners, firms’ results,

and their contexts.

This project will contribute to the literature wietm in-depth study of HRM practices
in micro firms and performance growth, as well esandng some insights for further studies
on these topics. The study process includes thigsasaf firm owners’ narratives and their
employees’, ethnographic observation, entrepreakprofiles of the owners, assessment of
managerial styles through a survey and evalua#ind,organisational and institutional data
gathering.

EO is considered an adequate approach to rel&epsychological traits and
behaviours of the owner to firm performance. Irglial to Miles, Covin, & Heeley's (2000)
perception of EO as a strategic option, Runyancafiéagues (2008) conceptualise SBO as
a strategic choice. As an extension of the EO sttldg chapter explores SBO as a new
perspective to consider in future micro firm andafirfirm research.

EO/SBO literature refers to the effect of thesestarct dimensions, individually and
bundled, on business performance.

Following a traditional EO approach to contingettwgory (Covin & Lumpkin, 2011),
in an turbulent economic environment charactertagdncertainty, our aim is to understand
how EO and SBO are related to HRM practices amd fierformance in micro firms based
on observations during a four-year period.

The variables used were considering inputs fronMHRactices (e.g. Huselid, 1995),
as well as entrepreneurship fields of study orhiln@an element of the firm (e.g. Andersson
& Tell, 2009). The HRM practices used were PfeHe(2005) thirteen best practices,
Huselid’s (1995) operational and financial perfonoavariables, and Rauch and colleagues'
(2005) considerations on employment grawHO and SBO constructs were measured
considering literature on these topics (e.g., Cdvibumpkin, 2011; Runyan et al., 2008).
Some variables were isolated (size, business gxternal award evaluation), and most of the
other contextual and internal variables considénetthe literature relating HRM to growth
were controlled. These included owner/manager’s druncapital and characteristics,
employees’ human capital and commitment, and wgfiess to grow. Thorpe and Clarke

(2008) highlight the subjective evaluation of “onggational success.” These authors argue
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that being a small business owner might be an iddal's goal, and thus, managerial
behaviours might only reflect that. We analyse ladifective and subjective measures.

With in-depth analysis of the complexity of theatedns among HRM practices,
managerial styles, and micro-firms' performance pwsgh micro-firm management research

further.

3.2. Method

3.2.1. Case study: the methodological approach

Case studies are found in many disciplines, antaalé the study of complex social
events in common, in such a way that researchersualyse “the holistic and meaningful
characteristics of real-life events” (Yin, 2004 p.

Case studies are frequently categorized as quaditasearch approaches (e.g. Denzin
& Lincoln, 2011). However, according to Yin (2009ase study research may use a
combination of quantitative and qualitative data.

Several authors have suggested the case study appaopriate methodology to
analyse the relationship between HRM and orgawisakiperformance (Guest, 2011; Wright
& Gardner, 2000), and, in some cases, case stidies already been conducted (e.qg.
Rohmetra & Bhasin, 2010; Veloso & Keating, 2008u¥ig-Thelin & Boluk, 2012).

In this specific case, that methodology will cobirie to the comprehension of how
the HRM practice process operates, and associdtieorganisational performance. Wright
& Gardner (2000) argue that case studies allowtier confirmation of the use of HRM
practices, namely, collecting information from se&sources.

Most empirical studies only relate HRM practicestganisational performance; there
are not many studies in the literature that show phocesses used to manage people
successfully (Becker & Huselid, 1999; Wright & Gaed, 2000).

Davidsson (2005) suggests that a qualitative ambrois appropriate in
entrepreneurship studies, since entrepreneurshipeterogeneous, both capturing the
individuality of each case and allowing the prodedse understood. Miller (2011) refers also
to the existence of “too many remote questionnstuelies with single respondents, too few
gualitative studies” (Miller, 2011: 877) as a weaks in EO research, and encourages the use

of this kind of methodology to deepen understandinte effect of factors that influence the
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complex process related to entrepreneurship. €urtbre, there is also a need to improve the
quality of qualitative studies, particularly in lgitudinal research (Miller, 2011).

Case-study selection should consider either thsilptisy of predicting similar results
(literal replication) or the possibility of produng contrasting results for predictable reasons
(theoretical replication) (Yin, 2009).

In this study, the option was using the possibdityredicting similar results based on
similar specific conditions (literal replicatiof)herefore, some factors were considered when
choosing organisations: the number of workers, libeation, the type of business,
products/services sold/provided, organisation’sagkbeing evaluated as “TOP partners” by
the same source (main software house supplier).

To select the cases some other features were evediqRodriguez-Gomez, Gil-
Flores, & Garcia-Jiménez, 1996): the access tditims, and an easy relationship with the
participants, the authorization to develop the wtwith all its features, and therefore make
sure of the quality and validity of the data, afidhe study itself.

3.2.2. The case studies

The present study was conducted in Oporto, Portug&lvo micro firms selling the
same ERP (Enterprise Resource Planning) softwatepesviding related services to their
clients. These micro firms were selected accorttintpree basic criteria: having fewer than
10 workers (which categorize them as micro firnsg)ling and providing services in the
(exact) same business, and being located in the gaagraphical area, therefore facing the
same market as their business competitors. Theses caere selected based on the
researcher’s convenience.

One of the companies has been selling this ER®vaddtsolution since 1995, a year
after its start-up, and the other since 2004. Towi had male owners, aged between 42 and
45 years old, as of 2012. Table 5 (below) shows dbeparison of the case studies’
characteristics.

The analysis of each of the case studies reveladegintique characteristics of each firm
and enabled a better analysis between cases. Higsianbetween cases allowed for the
identification of similar dimensions and charadation of the different management

practices.
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Table 5 - Characteristics of the case studies

Firm A Firm B \
Location South Porto North Porto
Number of workers
2010 8 (plus a software trainee) 4 (plus an administrative trainee)
2011 6 4 (plus an administrative trainee)
Year of firm 1997 1994
estabelishment
Start-up year in this ERP 2004 1995
business
Owner demographic 42 years old 45 years old
characteristics University degree in AppliedOne year to graduation (IT fqr
Mathematics Management)
Workers characteristics - Average age below 30 - Average age over 30
— High level of educational — Medium-high level of
qualification professional qualification working
- Medium level of educational with software
qualification working with — Medium level of educational
hardware qualification working with
- High-level educational hardware
qualification working with - High-level educational
finance and commercial area qualification working with finance
— Medium level of educational |- No specific worker dealing with
qualification of administrative commercial area
worker — Only the administrative trainee,
- 50% male, 50% female who is there for 4 months is
— Some turnover female
— No turnover

3.2.3. Data collection

The first part of this study was conducted in Nobemand December of 2010.

Following literature on case study methodology.(€Yagn, 2009), and on qualitative
studies already performed in this field (e.g., \6el02008) it is important to get information
on HRM practices from more than one key-informadtgt€ves, 2008). The techniques used
to gather data were semi-structured interviews with owner (two); semi-structured
interviews with all the employees (one each), wastired observation at the firms’ facilities
(for two days), entrepreneur profile definition ri@ey answers by both owners), and
documental data gathering (on demographic charsiitsr and financial and other
performance results).

The same questionnaire was used for both ownesecAnd interview, done three
months later, aimed to collect missing informatimm the first interview.

All employees were interviewed in both firms witietsame broad topics, aiming to
have their perspective on HRM practices and managgeras well as “getting the feeling” of

their posture towards the firm, its performance praspects for the future.
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After the data collection in late 2010, additiogaélitative data were collected in June
2012, the main focus being on the last four ye2068-2011).

In June 2012, data collection consisted of senuiesiired interviews with the owners
(one each) and with the Software House represeatafitheir geographical area. Data were
analysed through content analysis methodology tlaadategories used for research derived
from the protocols of the interviews and literature

At both moments, we collected the demographic ataristics of the firm, as well as
financial and other performance results. In 201RM practices were again revisited,
verifying continuities and changes. The researcatd them based on data gathered. The
owners completed the EO and SBO measures diracttl/the researcher also rated them.

3.2.4. Measures

In the first part of this study, four dimensionsreveneasured: owner characteristics,
organisational structure and work dynamics, HRMcficas, and organisational indicators.
Appendix C shows the dimensions, sub-dimensiongstiun/items used and the data
collection technique used for each one, which nertbe interview and observation scripts
and the analysis structure, in general.

The selected dimensions and interview questions vebiosen based on several

sources.

a) Organizational structure and work dynamics

The sub-dimensions measuring organisational streichimd work dynamics were:
organisational characteristics (firm age, locatiommnber of employees, firm history’s main
moments), work schedule (formal and informal), wdakilities and conditions, clients
(number, type), certifications, and employees’ abtaristics.

b) Owner’s characteristics

This dimension considers two of the topics of thkatronship between the manager

and growth in small firms found by Andersson andl T2009): managerial traits and

characteristics, and managerial intentions.
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Managerial traits and characteristics measurepas®nal demographic data (year of
birth, marital status, personal attitude/posturganeral) and attitudes toward and interaction
with employees. The interview with the owner andeation allowed for collecting these
data.

The interviews with the owners also enabled usoltect personal and professional
data relevant to assessing human capital simildraibused by Rauch et al. (2005): academic
gualifications, prior experience in management, @redious experience in the business field.

Managerial intentions (Andersson & Tell, 2009) lareadly analysed in the dimension
we called entrepreneurial dafarevious experience with self-employment, attifpdsture
towards business, and entrepreneur’s profile). @sinatentions were assessed in the
interviews with them. The entrepreneurs were pedfilsing the Entrepreneur’s Potential and
Experience®© scate(Correia-Santos et al., 2010). This self-adminestesurvey presents sub-
scale results beyond the general score (entremiahgwtential) and sub-scale scores—
psychological competencies, social competencieshagement competencies, and

entrepreneurial motivation.

c) EO and SBO

EO was measured using the traditional three dinoarsgale developed by Miller (1983).
The dimensions include innovation, risk taking, gmuactiveness, measured by three
statements each. Respondents have to rate theeragnt between pairs of opposing
statements using a seven point scale. This is t& used EO measure (Miller, 2011).

SBO was assessed using Runyan et al.'s (2008) sdatd has two dimensions: purpose
and goals (five items) and emotional link to theibass (four items). Responses were given
on a seven point Likert scale, from 1 (“stronglgatiree”) to 7 (“strongly agree”). Another
general item was added to balance dimension itemding with five items each. The
managerial orientation assessment was filled bpthéowners (2012), and by the researcher

(based on the interviews and observation in 2040 ravised in 2012).

% Available in several languages at http://www.enteggurialpotential.com/.
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d) Human resources practices

Thirteen HRM practices (Pfeffer, 2005) were analysemployment security,
selectivity in recruitment, high wages, incentivayp employee ownership, information
sharing, participation and empowerment, self-madagams, training and skill development,
cross-utilisation and cross-training, symbolic é@gahnism, wage compression, and
promotion from within. We also considered anothemi owner's general ideas on
employees’ importance to firm’s performance.

To understand better how HRM practices operategarosational performance, we
include employees’ perspective, following Guestggestion, namely their perception of
HRM practices, with specific attention to knowledgjgaring habits, formal and informal
training, competence development and intellectapital (D. Guest, 1999). These practices
were assessed through interviews both with owneiglzeir employees.

These practices were assessed through intervietisabiin owners (2010 and 2012)
and their employees (2010), and classified frormiksging) to 5 (totally used) (2012).

e) Organizational performance indicators

The organisational performance and financial datheyed were defined based on the
literature that relates HRM practices to perforneaand growth (e.g. Huselid, 1995; Rauch
et al., 2005; Thorpe & Clarke, 2008).

Operational performance includes turnover and ptdty (Huselid, 1995) and
employment growth (Rauch et al., 2005).

Turnover refers to admissions and dismissals, bothntary and compulsory. We
controlled for compensation, and voluntary turng¥@fowing Huselid’s procedure (Huselid,
1995). The data were obtained via entrepreneuteshirews and organisational data supplied
by them.

Firms’ productivity, employment growth and finarictata were obtained from the
Portuguese Ministry of Finance. It is possible btain this information from the Ministry
website using the tax number of the firm and pawrige.

To access productivity, we opted for the frequensgd ratio “sales per employee”
(Huselid, 1995).

Employment growth was defined based on the numiemnployees at the end of each
fiscal year.
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Firms’ financial results have also been broadlydusethe literature (Huselid, 1995).
The data that can be obtained in Portugal for miicnas led us to consider firms’ net results
obtained through the data they declared to theg#inof Finance. In these case studies, we
also decided to consider two contextual performandiators: owner’s subjective success
evaluation and main supplier's success evaluation.

Thorpe and Clarke’s (2008) owner’s subjective sssavaluation was addressed in
the owner’s interview script.

Another subjective evaluation is the one made byfitms’ software supplier. Every
year, the software supplier gives “TOP partner” msao the 10% of firms deemed its best
partners among the 320 software firm supplier gastnThis distinction includes a symbolic
statue, engraved with the year it refers to, dedideat the software house yearly event. The
awarded partners use this distinction for marketmmgposes. This award was another
performance indicator taken into consideration. & were obtained through the interviews
with the owners and observation of the awards eplay at the firms' offices.

3.3. Results

The data analysis revealed that both firms havéasiroharacteristics: they sell the
same products from the same software house, imi#asigeographic area (suburbs of the
same city); they have about the same size (up tenifloyees); they have about the same
firm age (3 years difference); the owners havelaimdiemographic characteristics (both male,
married, 42 and 45 years old, similar area of etiloica- technology). They differ profoundly
in their firms' histories, their characteristic€®) Bnd SBO, as well as HRM practices and their

performance results (operational, financial andwgin.

Owners' histories and profiles

There are some differences between owners' and'firistories.

Owner A worked for a year in a company whose maisiress was IT training, and
he participated in the expansion of the firm intoeav business, namely a training academy,
store and assistance in the IT field. Before thathad experience in management activities
in student organisations with vast political andqpical influence within his university, as
well as in the city’s university organisation witbpresentation in the country’s university

committee. His business started in a somewhat slanner, but in a few years, he got a good
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deal, obtaining the Portuguese representationspfeaific computer for a games enterprise
until this company began to collapse. Then, hetbdohd another product to sell, and found
this enterprise software, transforming a firm thvas mainly selling hardware into a software
house partner, selling its products and assistiedinal client. He has been doing this since
2004.

Owner B worked for 4 or 5 years in a company whhbsgsiness was selling their
software, without ever finishing his university deg. He initially began as a programmer and
moved on to assisting the final customers. Whendbmpany began to have financial
problems, he left and began to work as an indepgrasultant for the same clients of the
software solution. Two years later, one of hisrdkeproposed to formalise a firm. He began
his firm with another partner from the same compang the client who offered partnership.
In 1996, his firm began to work with the softwaresimess solution he operates now.

The main differences between the two case studesdhe owners' entrepreneurial
potential scores (Entrepreneurial Potential andeliepce Inventory©), their motivation to
grow, the HRM practices used and organisationdbpaance and growth.

On all four dimensions of the Entrepreneurial Pb#krconstruct (entrepreneurial
motivations, psychological competencies, social mpet@ncies and management
competencies) (Santos, Caetano, & Curral, 20110y, B’'s owner scored lower than firm A’s
owner. Firm B’s owner was always below averagemFd's did not have very high scores,
either. He was average regarding entrepreneuriiVatimns and management competencies,
and below average on psychological competenciesacidl competencies dimensions (see
Figure 6).

The survey's findings point to different entreprenal attitudes. Nevertheless,
qualitative analyses indicate that the differenoesveen owner postures seem to be bigger
than the survey scores on entrepreneurial potearidlexperience suggested.

Business owner A referred to himself as “someonieigmns, who wants his company
to grow.” He is affirmative, self-confident andnks ahead. He works hard every day, being
the first to get to the company and the last tedeand works after dinner until midnight or
1 a.m. very frequently. He wants to grow, he thiaksut the future strategically and says he
is preparing the current organisational structurethe future. The data confirm that his
company is growing the number of employees (fromn @008 to 8, plus a trainee in the
software assistance area in 2010).

Owner B’s attitude towards business is what magdlked conservative: he refers to

himself as being “not daring,” and admits that e ot take the opportunities to grow
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provided by the change of the millennium and thengfe of currency in Portugal in 2002. He
does not think about growing; he says that he isivgafor what future events will bring. He
expects that the employee who is going to get eesbiathe business will “do something” to

energise the firm, and he is also waiting for thi#vgare house partners’ restructuring.

Figure 6 - Owners Entrepreneurial Potential Profile

—&o—Owner of Firm A ——Owner of Firm B
5
4
3,25

HQ 2,84 3,04

3 ...
2,78 2,92
2 2725 2,5
1
Entrepreneurial Psychological Social competences Management
motivations competencies competencies

He expects that some partners will be cut off amavii benefit from their customers.
His company has the same number of employees andaime people since 2008: four
workers and a trainee (the latter changes evenyayehhelps in the administrative area during

the school year, in an internship that is part séeondary school degree).

Owners' EO and SBO

A classic EO study refers to SBO as a low leveEGK, as if these two orientations
were opposite ends of the same construct. Runyah €008) created a separate scale to
measure SBO, improving the traditional approach.

Based on self and other’s evaluations, Firm A’s emmas higher EO than Firm B’s
(Figure 7). The researchers’ evaluation tendsfteréntiate between them more than the self-
ratings of the firm owners do. The bigger differencelate to the introduction of new lines of
services and products. These differences are deratets by Firm A’s owner’s actions
throughout the years: (a) he completely changedbtisness’ direction in 2004, from a
hardware to a software selling firm; (b) he madeagefforts in the market, and succeeded in

persuading the ERP software house to give him¢kagse to sell a new, more demanding line
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of software in 2009; and (c) he introduced a nemmercial strategy when he thought it was

needed, in 2011.

Both owners have about the same SBO scores. Tharob®ers’ evaluation tends to

differentiate a little more than the self-ratefisigure 8).

EO and SBO results show that the owner of Firm & d&laout the same score on the

EO scale as on the SBO scale, while Firm B’s owraara higher score in SBO’s scale than

in EO’s. The owner of Firm B runs his business with only goal being to provide for his

family, and has old-fashioned and conservative mament practices, as the SBO results

show, while Firm A’s, in addition to that, wantsgmw.

Figure 7 - Entrepreneurial Orientation Assessmegesurts

INNOVATION

I1 — Favours a strong emphasis on
the marketing of tried and true
products or services

I2 — Has introduced no new lines of
products or services

I3 — Changes in product or service
lines have been mostly of a
minor nature

PROACTIVENESS

P4 — Typically responds to actions
which competitors initiate

P5 — Is seldom the first business to
introduce new products/services,
administrative techniques,
operationg technologies, etc

P6 — Typically seeks to avoid
competitive clashes, preferring a
“live and let live” posture

RISK TAKING

R7 — Strongly favours low risk
projects (with normal and certain
rates of return)

R8 — Believes that owing to the
nature of environment, it is best
to explore gradually via timid,
incremental behaviour

R9 — Typically adopts a cautious,
“wait-and-see” posture in order
to minimize the probability of
making costly decisions
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A strong emphasis on R&D,
technological leadership and
innovation

Very many new lines of products or
services

Changes in product or service lines
have been quite dramatic

Typically initiates actions which
competitors then respond to

Is very often the first to introduce new
products/services, administrative
techniques, operating, technologies,
etc.

Typically adopts a very competitive,
“undo-the-competitors” posture

Strongly favours high risk projects
(with chances of very high return)

Believes that owing to the nature of
environment, bold, wide ranging acts
are necessary to achieve my firm's
objectives

Typically adopts a bold, aggressive
posture in order to the maximize the
probability of exploiting potential
opportunities
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Final scores®: Key:
Firm A’s Owner EO score — 24/42 = 57,14% ———— Firm A owner’'s EO/SBO scales response
Firm A Owner EO Researcher’s perception score —38%5,90% 2012
----- Researcher’s evaluation of Firm A’'s Owner
Firm B’s Owner EO score — 25/63 = 39,68% EO/SBO (2011/12)
Firm B Owner EO Researcher’s perception score — ¥3836% ——— Firm B owner's EO/SBO scales response
2012

«esees Researcher’s evaluation of Firm B’s Owner
EOQO/SBO (2011/12)

Figure 8 - Small Business Orientation Assessmesiilie

PURPOSE AND GOALS

Strongly Strongly
Disagree Agree

PG10 - | established this business because itrifigttey personal 1 2 3 4 5 6 7
life than working for someone else. ==

PG11 — | have no plans to significantly expand thisiness in size 1 3 45 6 7
or sales revenue L

PG12 — My goals for this business are more persoosaénted 1 2 3% 6 7
than financially oriented x

PG13 — This business is my primary source of income 1 2 3 4.6 7

oot

....

PG14 — My goal for this business includes expantbngultiple (2 l,. 3 45 6 7
or more) locations

EMOTIONAL ATTACHMENT
EA15 — | consider this business to be an extensfiony 1 2 3 4 6 7

personality \
with my family’s needs /
EA17 — | love my business 2 3 4576 7

EA18 — | am emotionally attached to my business 1 2 3 4 L 7

EA19 — | were made a reasonable offer | mightsglbusiness 12 3 4 96 7

Final scores: Key:

Firm A’s Owner SBO — 46/70 = 65,71% ——— Firm A owner’'s EO/SBO scales response

Firm A Owner SBO Researcher’s perception — 49/63 = 2012

70,000  eeeas Researcher’s evaluation of Firm A’s
Owner EO/SBO (2011/12)

Firm B’s Owner SBO — 45/70 = 64,29% ~—— Firm B owner’'s EO/SBO scales response

Firm B Owner SBO Researcher’s perception — 47/70 = 2012

67,14% «eesee Researcher’s evaluation of Firm B's

Owner EO/SBO (2011/12)

26 The difference on the basis of the calculatiothefscore between owners is due to the fact that Ki
owner did not find applicable the variables 13,dMl P5.
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HRM practices

Since 2010, there has been some evolution, buthstile are some major differences
between firms regarding HRM practices. Howevery tlso have some practices in common
(Table 6): attitude valuing employees’ job security (ewbough firm A has shown more
flexibility in hiring / not renewing contracts); imrmal communication processes; flat salary
plans, with a history of no incentive pay; somdsof hierarchy symbols (fringe benefits for
some employees, e.g. company car). Neither adnfiating self-managed teams; they say
they have small organisational structures. Nevégsise it appears that the independent way
employees work at firm B may frame the typeseff-managememiossible in this kind of
small structure.

Firm A recruits college students and tests theilit@s/behaviour in an internship
period before hiring. It emphasizes internal tnagnicross-training) and sharing technical
knowledge. Promotions are from within the firm, amages do not differentiate employees,
although there are signs of status such as friegefiis. In this firm, only the commercial
director is given incentive pay, although the owcansidered defining goals for the technical
director as well in 2010. However, in 2012, it hvand yet happened. According to the owner,
it is difficult to measure technical staff perforne& and, in his opinion, technical staff is not
required to sell, and therefore they should nosgeh incentives. However, in the interviews,
it became clear that when technical staff memberdaing/discussing their work with clients,
they sometimes do sell technical services. Howeaves,the commercial manager who gets
the bonuses, and this has been causing some ibsti@sen technical and commercial
directors.

Firm B’s HRM practices are characterized by distanihe staff mainly works
autonomously and individually, and scarcely asksefach other’s help. But when they do,
they help each other in an atmosphere of good Wik sharing of technical information and
meetings are rare. Each employee has their owntslignd works with other colleagues’
clients, although not often. There are no bonumed internal promotions do not make sense.
However, the most valuable employee, along withailvaer, had a car as a fringe benefit in
2010. In 2011, the other software technician wase glven a car. The senior, most valuable
employee is going to be given partnership in tha’é ownership, and this has been envisaged
since at least 2010. But since the executive owhéne firm does not precipitate events, it

still had not happened at the time of the last dati@ction (in June 2012).
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Based on data gathered through interviews, theoaetraluated the HRM practices of

both firms. Firm A has a slightly higher HRM pra&s score than firm B. But the finding that

stands out is that firm A has more relational aminF8 more independence promoting

practices.

Table6 - HRM practices’ comparison between cases: Owner$(q2R012), Employees
perspectives (2010), and researcher evaluation

HRM practices

1. Employment
Security

Firm A
O — It is a priority to keep
employees’ jobs, even though there
were some rough times.
In 2011 decided to not renew 2
employees’ contracts, and for a shg
period of time reduced time and
wages of the administrative
employee, and is thinking about
letting the person in charge of the
commercial sector go, for bad resu
and poisoning the firm atmosphere

E 2,3,5 - Never saw anyone being
fired. The people who left did so du
to personal issues.

Score — 4

Firm B
O - Itis a priority to keep employees’
jobs. Does not like to change staff.
Hires and endures with that staff
meeting the hard times, and dealing
rtvith personal specificities.

ts

E1,2,3 - Never saw anyone being fire
eEmployees are the same for a long
time.

Score -5

2. Selectivity in
recruitment

O - The university he attended has
students available for internships.
For the ERP department recruits
from that source; Employees for thq
technical area are hired after an
internship. Focus on learning ability
and motivation, on posture and on
manners in dealing with customers
and colleagues

O — Recruits from the software house

and clients’ references.

E 2,3, 6 — Recruits employees for thé& 1,2 — Information /candidates

ERP department

Score — 4

recommended by the software house

Score — 4

S

training academy, or based on personal

3. High wages

O — On the average

Score — 3

O - A little below average.

Score — 2
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4. Incentive pay
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Firm A
O - Non-existent for employees in
general, only for the employee in
charge of commercial affairs; In 201(
owner was considering implementing
goals for the technical sector, but
decided not to because of financial
problems, and because he did not w.
to pay for what they sell.

E2,7 — Only for the employee in
charge of commercial affairs

Score — 2

Firm B
O — Non-existent.

ANt

Score -1

5. Employee
Ownership

O - In 2010, thinking about giving
partnership to the people in charge 0
commercial and technical sector. In
2012, thinking about giving it to the
technical sector person, but not did 1
made his mind yet.

Score — 2

O - In 2010, thinking about giving
f partnership to one of the employees.
2012 still not implemented.

ot

Score -2

In

6. Information
sharing

Mostly interpersonal information
exchange, especially with technical
staff, not many formal meetings or
memos in 2010. During some month
in 2011 there were top managers
meetings (owner, financial,
commercial, and technical directors)
but they were stopped because they
caused more entropy and lack of
accountability (explicitly from the
commercial sector), than benefits in
information sharing.

Score — 4

Mostly interpersonal; in 2010 there
used to be meetings every 2 weeks,

5 were stopped not much later and did

not restart.

“it is hard to stop all 4 at the same
time...”
E3 — “email is the means most used”

Score -2

mostly about technical issues, but thg

E2 — there were meetings, not anymd

se

7. Participation
and Empowerment

O - There is much participation,
especially regarding the technical
issues. There is empowerment, but
limited, employees have to check thg
most important decisions, and they

O - There is much participation, the
owner asks for the staff’'s opinion on

technical and commercial issues. Onl

financial matters are not debated.
The technical staff does not have to

have programming rules thay have t¢ follow any programming rules; they

meet, which were defined by the
owner.

There were meetings among the
technical staff and between top
managers, but these stopped during
2011.

There is not much participation on
financial issues, only with the financi
manager, and commercial issues arg
analysed with the commercial directg
Frequently owner/manager’s opinion
prevail, despite different opinions fro
others, although he does say he real
takes them into consideration.

have their own way of doing it.

=

< S =
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7. Participation
and Empowerment
(continues)

HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

Firm A
E 1-8- All feel there is much
participation.
E3,4 — Employees like the
programming rules, and feel it is
important

Score — 3

Firm B
E 1,2,3 - They feel autonomous, and
responsible for their work

Score — 4

8. Self-managed
teams

O - The owner admits to no self-
managed teams.

Score — 1

O - The owner admits to no self-
managed teams.

R - The employees in this firm work
independently from each other. Rarel
ask for support from the others.
There are not exactielf-managed
teams they are very few employees,
but there arself-managed employees

E1,2,3 — They feel autonomous

E1 and 2 — Each has his own clients,
there are no situations of one client
dealing with both software technician

Score -2

9. Training and
skill development

O - Emphasizes training on the job a
given by the software house.

E 2-6 — All of them attend the
mandatory training and certifications
defined by the software house brand

Score — 3

h® - Emphasizes previous qualificatior
and self-development, self-training.

E 1, 2 — All of them attend the
mandatory training and certifications
defined by the software house brand

Score — 3

10. Cross-
Utilization and
Cross-Training

O - Yes, since they learn on the job
and with each other (the newest
members learn with the older

members). Most complex problems gre

discussed both among the technical
team and with the owner.

E 2-6 — there is much cross-training
and learning

Score -5

O - Yes, but not in an organised way
and it happens seldom

E2 - “it could be more frequent, but the
issue is time..”

Score - 2

11. Symbolic
Egalitarianism

O - Not much. The top managers ea
has a car, the others share a car.

E1,7 — These employees have
individual cars paid by the firm.

Score — 3

IO - To some extent. They all have
company cars. The most senior

employee had the company car in the
1st place.

R - Informally there is an awareness
who the senior, most valuable
employee is;

E1 — This employee has a car paid fg
by the firm (2010)

Score — 4
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HRM practices Firm A Firm B
12. Wage O - Yes (the highest salary is twice asO - Yes (the highest salary is twice af
compression much as the lowest) much as the lowest)

Score -5 Score -5

13. Promotion from O - Yes, there is one case: the O - The practice does not make sensg
Within technical department director was g since they are only 4 employees.
former technician and apparently le
to a former, senior worker in the firm
in the company to resign

o

E3 — This employee acknowledged
she was promoted, since she begah
her career at firm A

Score — 3 Score -1

Total Score 42 points —64,6%* 37 points — 56,9%**
Legend: O — Owner; E [number] — employees; R —aeteer comment; Score — Defined by the researcher
* Calculation: 42 points/(13 practices x 5 point§}6%

** Calculation: 37/(13 practices x 5 points)= 56,9%

Firm performance indicators

Organisational performance indicators also diffetween firms. The organisational
indicators considered in this study were: operatiofinancial and contextual. Findings are
displayed inTable?.

Firm A grew in number of employees until 2010, axgected to grow more (it hired
the 2010 software trainee and had a new softwaieee from the university in 2011).
However, since there was not enough work, the owligemot renew the contracts of two
junior employees, and hired the university traifreen 2011 the following year. The owner
of Firm B does not consider increasing numbersbeleeves that a business should be run
with some caution, so as not to overstep their@#ipa to respond to future events. The owner
of Firm B only replaced a worker who asked forregtient in 2011.

Performance indicators are much more favorable itm B. Firm B has better
productivity ratios (sales/number of employeesyodfdore than Firm A, both in 2008 and
2009, and increased their net results by 70%, wbdstirasts with a decrease in Firm A of
13%, between 2008 and 2009. When comparing neltsdsetween the two firms, we found
that, in 2008, Firm B made twice as much as Firran8l that, in 2009, Firm B made four
times more money than Firm A, with roughly half #raployees.

According to the owner of Firm B, 2010 “was an exgmal year”. He explained that

they have always had a “large number” of clientsl when there have been legal/mandatory
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changes in the software, it has brought a good \&otkprofit opportunity. That is what had
been happening since 2009, being more importangandralised in 2010 and 2011. Even
though Firm A had the same legal environment, ib020 increased their sales. However, as
they hired one more employee, their productivityoravas not as good, and therefore their
operational results declined.

In 2011, Firm A, objectively, grew 77%, even thoughy were 83% behind Firm B.
Both firms are considered to have had good resudtgicularly in comparison with the fact
that those of most competitors decreased. Thisiatiah is especially that of the Commercial
Support Person from the Software Supplier. AccgdmmFirm A’s owner, his results were
due to a commercial strategy of selling three ye&aisoftware changes for the price of two
and receiving the money in advance in the yeaiithats sold. He had never used this strategy
before because it is not profitable in the medium but he needed an immediate return at a
given point in 2011, and resorted to this strategyolve the problem. Also, it probably
ensured him the “TOP partner” award in 2011. Firdidnot get the award in 2011, but was
only three positions from getting it, which is arye@ood ranking position, especially in a
recession situation.

Growth often depends on motivation and willingnessisk for the future. Firm B’s
owner was presented with two very good market onstances for growth (the new
millennium in 2000, and the change in Portugueseeogy in 2002) and did not use them.
The owner of Firm B is reasonably satisfied witk firm’s results, although he admits to
some frustration at not being “adventurous”. Th&emof Firm A, on the contrary, began this
software business in 2004 and, even though hetisfisd with the results, considering the
circumstances, is not completely pleased with #mults: he is still fighting for better
outcomes and wants to “reverse the situation aod gat a faster rate than he has had until
now” in the future.

Firm A was invited by the software house’s commardepartment to join the group
of partners that sell the software solutions tgeafirms—that is, to rise to the level where a
deal can be much more profitable. Firm B, whichlesn “TOP partner” since 2007, was not
given that chance. This exploratory study suggéstismotivation to grow, showing strategic
thinking and hiring new employees (and probablyspeal posture as well) have a better
impact on the confidence of other people in a cargjsgpotential than a high volume of sales
and income.
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Table7 - Organizational performance indicators of FirmaAd B 2008-2011

Organisational Performance

Indicators

1. Operational indicators

Number of employees

2008 6 4 (+1 administrative trainee)
2009 7 (+1 software trainee) 4 (+1 administrative trainee)
2010 8 (+1 software trainee) 4 (+1 administrative trainee)
2011 6 4 (+1 administrative trainee)
Employment variation between 2008-0% 0%

2011 (%)

Turnover Some turnover Mandatory turnover
Productivity comparison between firms (productivitgales/employee, trainees were not considerg
2008 Firm A<Firm B +47%

2009 Firm A < Firm B +49%

2010 Firm A < Firm B +58%

1. Operational indicators (cont.)

Productivity variation within firm

2008-2009 [1-(2008/2009)] -13% -10%

2009-2010 [1-(2009/2010)] +1% +19%

Productivity variation 2008-2010

[1-(2008/2010)] -12% +11%

Operational result comparison: Sales

- Costs (ratio Firm A / Firm B)

2008 0.75 1.00

2009 0.88 1.00

2010 0.57 1.00

Operational result variation between

2008-2010 [1-(2008/2010)] -4% 22%

2. Financial indicators

Net result comparison

(ratio Firm A / Firm B)

2008 0.49 1.00

2009 0.25 1.00

2010 0.03 1.00

Net result growth between 2008-2010

[1-(2008/2010)] -593% 57%

2011 — owners’ subjective evaluation
comparing results Slight increase
with 2010

About 30% decrease

3. Contextual indicators

Software supplier evaluation (TOP 2009, 2011
partner award)

2007, 2008, 2009, 2010
(2011 — was only 3 positions
away from getting the award

Commercial support person from
software supplier

2011 - slight increase of
software purchase when 70
of partners decreased

2011 — 20-25% decrease in
software purchase

Owner firm’s success evaluation “satisfied [...] cdesing
the circumstances, but is sti

fighting for better results”

“reasonably satisfied”,
| “admits to some frustration”
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3.4. Discussion

This study had two goals: first, to improve undansling of the relationship between
HRM practices and business growth, and second o managers characteristics and EO
and SBO features relating to HRM practices and arficms’ performance.

Qualitative and longitudinal approaches such ashave long been asked for, both in
the entrepreneurial research field (Davidsson, @68 in the human resources management
arena (e.g. Guest, 2011).

As recommended by the literature, firm performawes assessed through multiple
indicators (e.g. Davidsson et al., 2005), and ukimgan-related data, such as employment
growth, since we are investigating the firms’ humapital investment through HRM
practices (Rauch et al., 2005).

Even though we isolated some contextual varialbesifess size, business type,
geographical location, and external award evalaatibat make the firms comparable, and
the owners have similar demographic characteristicsare similar regarding SBO, results
showed substantial differences in the owners’ @néreeurial potential, EO, motivation to
grow, and HRM practices, and their firms have digantly different organisational
performance and growth results.

Objective performance indicators are higher fonH 8 than for Firm A in productivity
(sales per employee), operational results (SaletsCand net results. Software firm objective
evaluation is superior for Firm B, in particularfas as sales are concerned. In 2011, Firm A
received the best overall external evaluation, @l as the “top partner” award. Self-
evaluation is also higher for Firm B than Firm AelTowner of Firm A, although “not doing
badly under the circumstances,” is not happy withdverall result, specifically because the
firm did not grow as he wanted and in proportiomiweffort. The owner of Firm B admitted
perceiving “some frustration [for not having takiie opportunities to grow]” in late 2010.
However, even though 2011 was not as good as 2@lf&lied on the fact that 2010 was an
exceptional year and that 2011 was a regular ykas, seeming contented with the results
from 2011. Employment growth was null in both firfmstween 2008 and 2011: intentional
in Firm B's case, but yet another unaccomplished fgo Firm A's owner.

Results point to the fact that these small firmeplasticated HRM practices,
considered to be “the best practices,” do not senork quite in the same way as they do in
larger firms, at least as far as productivity amarcial indicators are concerned (Combs et
al., 2006; Huselid, 1995).
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Firm A’s owner invests more in people, and usesesofiPfeffer's (2005) HRM best
practices: concerns about recruitment, internahitrtg and cross-training, and an atmosphere
of frequent information and knowledge sharing, Buitn A has much worse results, both
operational (productivity and turnover) and finai¢net income), than firm B.

On the other hand, Firm A has good employment dgrpstipporting Andersson &
Tell's (2009) findings on managerial intentiongieions or motivation of business owners
as essential to business growth. Also, the resultsaligned with Rauch et al.’s findings
(2005), since these authors found support for thgpothesis on HR development and
utilisation affecting employment growth. They defihHR development and utilization as
training/development of employees, involvement @eidion-making, goal communication,
and support for personal initiative activities, alinirelates to our results for firm A. Also, as
pointed out by Rauch et al. (2005), the owner @gtad in making the firm grow will invest
more in people.

Firm B, which had better operational and financiakults, presents a more
individualistic work dynamic, and the staff work®ora autonomously. Even though there is
not knowledge sharing behaviour between firm membdarfirm B there is good technical
support (according to the owner’s and employeesgluations) provided by the software
supplier: forum, FAQ and Problem-solving databasewell as direct phone support. The
technical support provided by the software housediainish the importance of knowledge
sharing in this particular context.

Business owners’ human capital pointed to the itgpme of experience and
specialisation of the business owner in the ingusirachieving better firm results. We
measured human capital using the following indiatacademic qualifications, previous
experience in management, and previous experientieei business field. Firm A’s owner
reported a greater amount of human capital whesrniey to leadership experiences in his
life than firm B’s. However, firm B’s owner repodareater specific experience, not only on
the ERP business but also specifically in the By aire selling and implementing (fifteen
yearsversusseven years). We would say that specific expeeidras better financial results,
and management experience is more related to emplatygrowth. These results highlight
how important it is to discriminate better and gsal what is being measured as human
capital.

Rauch et al. (2005) mentioned the importance séssng employees’ human capital
more thoroughly rather than just asking the owiretyo items on a scale, whether or not

employees were well trained and qualified for tleekathey did. We followed that suggestion,
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and not only did we ask the owner, but we also icoefd the information about academic

gualifications and years of experience in the fieith the employees themselves. Results
showed that the firm with more qualified staff hretfield (since before they were hired) and
years of experience in the software they are gedimd implementing has the best operational
and financial results, no turnover, and no emplayngowth. We could say that these

findings do not support Rauch et al. (2005) resultsmall firms. These authors refer to

employees’ human capital as a moderator of HR dgeweént and utilisation and business
growth; we question whether, in micro firms, hiriqgalified and experienced staff is more

important than HRM practices.

A firm’s number of years in business is an impartapic to consider, as it regards
owner’s and staff's experience in the field, enliagdheir human capital, as well as the
number of clients. The number of clients could ipyt explain the operational and financial
results, but even though Firm B has more cliend® {ersus110), the difference is not large
enough to account for the differences in finaneallts. We could not get the clients’ firms’
size, which could be an important factor, but scibjely they both said that their clients were
not big. Firm A’s owner wanted to get bigger clieras a personal objective, commercially
speaking. Firm B’s does not want very big clientn because his firm cannot deal with that
amount of work.

Considering that the software supplier knows alfiomts’ sales, and they are the ones
who award partners such as the ones that we at@rsil an unexpected topic came up in the
interviews. Firm A was invited by the software he'sscommercial department to join the
group of partners that sell the software solutimnkarge firms - that is, to rise to the level
where a deal can be much more profitable. Firm ldciwhas been “TOP partner” since 2007,
was not given that chance. This exploratory stugygests that motivation to grow, showing
strategic thinking and hiring new employees, armbpbly personal posture as well, have a
larger impact on confidence building towards otheople than effective sales and profit.

Focusing on EO/SBO, the first salient point is thaih owners have similar scores on
SBO and different scores on EO. These findings geeupport Runyan et al.'s (2008) theory
on differentiating EO and SBO constructs.

Another interesting issue is the EO scale itemsrdier for the EO scale to accurately
reflect the perspective of the owners of the firthe,researcher had to make an effort to adapt
the survey to their reality to be able to respdBdth owners completed the scales in the
presence of the researcher. The owner of Firm Bidtdnention any effort or adaptation to

answer the scales. The owner of Firm A said thatestems were not applicable to his case
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and did not want to be flexible, saying he coultise® how to adapt it to his case. We patrtially
understand his position, but we think that it migbtbecause it does not cross his mind to
take such actions (mentioned in the scale stateheithough he could. It is our opinion that
he sometimes takes actions that could be classifiesdich, but he is not aware of that or does
not classify them in that way. Nevertheless, Mi(2011) argued that to move forward in EO
research, it would be useful to review the itemghaf scale built in 1983, and having an
independent rater could shed some light on theestibj

Since the emergence of EO research (e.g. Raud¢h 20@9), a higher score has been
related to better organisational performance, adtlentil the latest studies in an economic
crisis situation (Kraus et al., 2012). In this cabeggher EO did not lead to greater
organisational performance. In fact, every yeamF had lower productivity and net results
when compared to Firm B. It is only in 2011 thah@s shown superior sales, operational
results, and good external evaluation. Despitthel] we could say that these firms have been
showing reasonable results, namely being consid@@® Partners,” which may be partly
explained by Runyan et al.'s (2008) findings: firiinat have good results are those with less
than 11 years in business whose owners have higfBemand those who are more than 11
years old and whose owner has a higher SBO than&Osay “partly” because the higher
EO evidenced by the owner of Firm A did not reguuperior performance by his firm over
time, and the owner of Firm B did not have highBOSout merely lower EO.

In these micro firms, in an economic crisis climage stronger organisational
performance and a more accurate reaction to tises drappens in firms where the owner
shows a higher EO and has a strategy of investmegrgople. Such results seem to support
the relation between EO approach and contingenegrih there is a positive relationship
between the EO of the owner and firm performancéurbulent environments (Covin &
Slevin, 1989a; Kraus et al.,, 2012). A lower levél €O was associated with superior
productivity and financial indicator results in @ra stable economic environment.

The owner of Firm A wanted to grow and said he waparing the organisational
structure for the future in 2012, namely creatiegaltments and defining managers (technical
and commercial) and increasing the number of engasyA higher EO and willingness to
grow tends to occur when there is a bigger investnmeand support of people, while a low
EO occurs when there is a more individualistic antbnomous style of working.

Researchers and entrepreneurs alike frequentlydbgkowth as a sign of success and
profitability (Davidsson et al., 2009). Evidence bgvidsson et al. (2009) may explain the
results of the case studies of the present resefantis that show high profitability at low
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growth are more likely to subsequently reach asiahigh growth and high profitability than
firms that first show high growth with low profitaity. We should analyse and question the
universal growth ideology. No matter what situatiomith or without a crisis, it is
“advantageous in most situations to let profitépiland the competitive advantage it reflects)
be the horse that pulls the growth cart, rathen th@ other way around” (Davidsson et al.,
2009, p. 389).

3.5. Limitations and Future Research Directions

HRM in micro-firms is an unexplored topic, so theseot a specific literature which
supports this study. We conceptualised this stuaetd on the HRM and entrepreneurship
literature, introducing the owner in the organisaéil dynamics, and we considered a broad
spectrum of variables and information from seveaairces. This study only provides limited
information because it is grounded in a scatteagier than focused corpus of past research,
and examined a very small sample of micro-firmsrédoer, since they present such different
results, some other firms should be studied toideoa better picture of the influence of the
association between firm owner characteristics, aganal styles, HRM practices, and
organisational performance indicators.

However, this study sheds light on some new pets@sc and challenges on
management and entrepreneurship topics, both tiesdrand empirical.

The first challenge is the fact that most of ther&ture has been focused on studying
rapid growth firms, as well as EO, and have nad paiough attention to SBO and thesiness
as usualposture. Research has found that most firms stadt die small; additionally,
unemployed people who start businesses as a means/ival have bigger failure rates than
those who are driven for other reasons (Davidssah,&005). Future research should pursue
a better understanding of micro and small firmsyelt as SBO as a strategic option for the
improvement of these firms’ success rates.

This idea is reinforced by the recommendation toepmeneurs found in the literature:
not to grow until they have a sustained competiidgantage that guarantees a reasonable
amount of profit (Davidsson et al., 2009). Follogithis course of reasoning, EO might not
always be the best strategic option. This evidehegpes a second future challenge.

The contingency approach seems to be supportduelg results, since the use of the
same strategy in different economic environmentsulte in different organisational

performances. Research on EO and organisation&rpemce should thus continue to
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examine the merits of a contingency approach, niytloecause it has been requested by the
entrepreneurship (Gartner, 2008) and EO (Covin &pkin, 2011) literature, but because
the results of the present study suggest thagitiseful approach.

There is not enough evidence either on the meamaoyswhich EO and a strategy of
investing in people succeed or on their effect mmd outcomes. The effect of HRM
practices, namely on employee human capital, cabpeavaluated due to the turnover. We
do know that the owner who uses more HRM praciiEeesso the one who is more flexible,
with more experience in adverse situations, and tdm a higher EO. The human capital
theory states that firms whose employees have highenan capital tend to be more
successful (e.g. Unger et al., 2011). These firglgigpw that in a crisis, the element that might
have a bigger impact on results seems to be theersvstrategic attitude and his human
capital (namely former experience in adverse sitna). Future research should examine
contingency theory since it seems to also apptii@échuman capital/performance relation.

The contingency approach is the most used whelryisiyi¢HRM practices in relation
to performance both in large firms (e.g. Husel@R3) and SMEs (e.g. Messersmith & Wales,
2013; Patel & Conklin, 2012). To study the HRM pirees’ impact on performance, these
authors calculate a single HRM index that they thedate to the performance indicators. In
reflecting on the results of our study, it is notethy that even though the owners’ final scores
on HRM are not very different, nonetheless each eswemphasises different types of
practices. Firm A’s owner’s HRM practices scora iditle higher than Firm B’s owner’s, but
what is really different is the mixture of pracscthey use. In Firm A, HRM practices are
more relational, and in Firm B, HRM practices arerendistant and promote individualistic
ways of working. Therefore, the configurational eggeh is also a good theoretical and
empirical option to study HRM practices in relatitmperformance, once the internal and
external contingencies have been controlled foltgiye& Doty, 1996).

Longitudinal and qualitative approaches may shglt lon these issues and help shed
light on how the results are influenced by the searof action taken. Such is the
methodological challenge to future research orréhaionship of entrepreneurship, EO and
HRM practices, and human capital to performance.

Subsequent studies on this topic should considersdme variables to test these
findings, and pay special attention to owner wijlhess to grow, to firms’ years of experience
in business, to staff's years of experience inrtifieid of work, and to turnover. HRM
practices in this particular type of smaller firstsould be better defined and characterised.

The employees’ perspective can be of value to 8gkation the effect of HRM practices on
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them. EO and SBO constructs should be further stuseparately, and related both to HRM
practices and firm performance and growth.

3.6. Conclusions

This research on HRM practices, owners’ managetiydes and their impact on
performance and growth contributes to the litemtarseveral ways. The study object, micro-
firms, are a very numerous and understudied spggalof small firm. The best features of
the study are: the choice of the case studies, Iydheefact that they are business competitors;
the wide spectrum of contextual variables coveraadll the different sources for data
collection, since we were able to triangulate nadghe information, and were thus able to
support the analysed data.

The in-depth methodology used, and the broad scbpariables considered both in
the HRM field and in the entrepreneurial traditmfrstudying people’s role in firm growth -
HRM best practices, owner’s characteristics, huoagoital, willingness to grow, EO and SBO
- are of great value for better understanding dsgaional dynamics. The dimensions of
employees’ human capital and firm characteriststgjcture and work dynamics are also
considered. The firm growth concept is measureal limoad manner, through assessment of
employment growth (Rauch et al., 2005), operaticrad financial performance growth
(Huselid, 1995), and subjective performance (Th&pg&arke, 2008).

Practical implications of this line of research dsnof great importance since about
90% of firms in the European Union have fewer tteanworkers and represent about 30% of
the employment in these countries (Stenkula, 2006).

Data from this study suggest that:

- Relational HRM practices (such as interpersonalmanication, information sharing
and cross-training, which common sense would sayadterise small firms) have not
been proven better by these firms’ results. Onctir@rary, more individualistic and
autonomous ways of working showed better produgtiaind financial indicator
results;

- Previous technical experience, autonomy and scapss-training seem to work better
for productivity and, ultimately, on financial grtiwthan internal training, and
competence development;

- Arelational way of managing people is associatét tigher entrepreneurial profile

characteristics and higher EO; on the contraryglosntrepreneurial competencies are
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consistent with lower EO and with not taking riskshiring untrained people. A lower
EO is associated with hiring already trained stafid promoting an autonomous way
of working;

A higher SBO than EO, over time, has better finan@sults than the opposite;
Employees’ human capital as an important facta stable economic environment,
and to owner’s human capital, namely on adaptinchemge, as being very important
in an economic crisis environment.

Experience in the field seems to be a very impodaset in productivity, so the firm’s
number of years in business and hiring alreadyifigaistaff in the specific field are
critical factors for the firm’s success;

Trying to grow before having a sustained competifidvantage might not be a good
strategy to pursue.

To be successful in the long run, business owrteyald be aware of the importance

of getting a sustainable advantage before growAsdar as the case studies researched in this

case are concerned, we suggest that if Firm A’ssowuants to grow, he will have to seek this

outcome in a sustainable way, supported by highmfyztivity. We suggest that he should

maintain or increase his EO behaviours, supporfeHIRM practices that will increase his

specific human capital, as well as that of his eypes. If the owner of Firm B wants to

maintain his profitability, he needs to assume aerentrepreneurial attitude towards the

business, specifically in this time of crisis, atbuld probably develop HRM practices into

more relational practices, to obtain and share kedge with his staff.
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CHAPTER 4. The Relation of Human Resources Managemg Practices, Culture and

Micro-firm Performance: a Multi Case-study Approach (Study 2)
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4.1. Introduction

Both HRM practices and culture are recognised g®itant elements of efficiency
and good organisational performance (e.g. Comhbk,e2006; Lee & Yu, 2004).

The HRM practices-performance link has been mucdkisd in large firms (e.g.
Huselid, 1995) and SMEs (e.g. Rauch & Hatak, 2008yanisational culture-performance
link studies mainly examined large firms (Gregoryle, 2009; Hartnell et al., 2011). Among
the studies regarding the association between HRidtipes and culture and performance,
there are some studies of SMEs (e.g. Patel ando8a&D10). Despite promising findings
connecting HRM practices with corporate culture gedformance, namely the mutually
reinforcing interaction between HRM practices aotiuze (Chan et al., 2004; Neves, 2000),
there is not much recent literature on this to@iwen that micro-firms are the most common
type of firm worldwide (OECD, 2017a), and the entethimportance and direct impact of
the owner in such firms due to their small size, study of these variables is very relevant
(Jaouen & Tessier, 2009; Torres, 2015).

Adopting a resource-based view of the firm (Barn&991), this study aims to
understand HRM practices and corporate culturetioels, and their relation to firm
performance, specifically to understand, lfayv do HRM practices and culture relatnd
(b) how these organisational variables relate to mi@iras performance

To accomplish these goals, we analyse and compareniicro-firms, competitors
among themselves, regarding their HRM practicesf{@fs, 2005, thirteen practices) and
compare each individual organisational culturengstVF model developed by Quinn and
Rohrbaugh (1983) to a three-dimensional model ghoisational performance (Venkatraman
and Ramanujam, 1986). The data we examined wehhergat between 2008 and 2013.

This study makes several contributions to theditee concerning methodology and
theory building. Methodologically, we can identdgveral issues that are based on careful
research design (e.g., Gomes & Cesario, 2014; 2009). First, as firms are competitors

27 Based on data from this study one paper has giteaeh presented and published:
Rodrigues, A. C., & Caetano, A. (2015). An Orgatiaaal Culture Approach to Performance in Inforroati

Technology Micro-firms. Ininnovation Management and Sustainable Economic @titiye Advantage:
From Regional Development to Global Growip. 2628-2641). Madrid, Spain
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among themselves, they have the same macro-ecoaonhiadustry benefits and constraints,
making the results more focused on the variablaswe are analysing. Second, most studies
are quantitative (e.g. Chan et al., 2004; Patel &kKlin, 2012; Wei et al., 2008), and we
present in-depth analyses which enable us to utashershe individual context of firms, and
capture the organisational dynamics. Third, we hagathered information from the
perspective of both owners and their employeeschvis an advantage in understanding
management practice effects when compared to intentThe last methodological advantage
is the time-lagged analyses of performance indisatwhich is always called for in the
literature (Davidsson, 2005; Wright & Gardner, 200theoretically, it improves knowledge
of the influence of people management on performam¢he micro-firms context (focusing
especially on the ERP selling and consulting s¢camd more specifically the joint influence
of HRM practices and corporate culture on perforoeanWe present some practical
propositions that may help in managing people toea® better performance in micro-firms.
In the next section, we present the study’s metlogyp and details on the data
collection and measures of the variables analygésl.then present the main results, and

finally the propositions that have emerged areudised.

4.2. Methodology

4.2.1. Case Study: The Methodological Approach

Case studies are found in many disciplines, ars@ &om “the desire to study complex
social phenomena” (Yin, 2009:4), such as orgamsatiand managerial processes; and
“focuses on understanding the dynamics” (Eisenhda@R9, p. 534) such as the relation and
inter-relations among organisational variables. fbices of this research strategy (Eisenhardt,
1989) is therefore, adequate for the objectiveshisf study, which aims to comprehend the
relation between several organizational varial#BN] practices, corporate culture and firm
performance) among them, in pairs, and in the drgkation simultaneously, as well as the
consideration of many contextual variables (YinQ20

Also, the literature supports the adoption of alitatave approach to study small
entrepreneurial firms (Davidsson, 2005; Jaouen &siex, 2009), the HRM practices-
performance link (D. Guest, 2011), and the rolearporate culture (Schein, 1990). There are
some examples of studies in the Portuguese corggatding the HRM practices in SMEs
(e.g. Almeida, 2009), and in SMEs in the technalabjfield (e.g. Veloso, 2008). Considering
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that the phenomenon we are studying is heterogenease studies both help to capture the
individuality of each case and allow the procesbdainderstood Davidsson (2005), as well
as to understand patterns among cases (Eisenh88%).

Case studies are frequently thought of as strgpiblitative research approaches (e.qg.,
Denzin & Lincoln, 2011). However, according to Y({a009), any case study may use a
combination of quantitative and qualitative dathefe are also cases of studies in Portugal
relating HRM practices to organisational perforna(e.g. Esteves, 2008).

In this study we gathered data using both qualiatnd quantitative instruments, and
from several sources aiming to do the triangulatadninformation, as good-practice
methodology advise (e.g., Gomes & Cesario, 20148, fdllowed the evidence already
obtained regarding the relationship between HRMctmas, the CVF model and
organisational efficiency (e.g. Hartnell et al.,120 Patel & Cardon, 2010), and expanded
understanding of the relationship between HRM |ast culture and the variables of
performance and organisational growth, based aailddtand in-depth interviews.

4.2.2. Case studies selection and data collection

We compared, across six years (2008-2013), fourasfions which sell ERP software
and provide related services to their clients. Wkeded these micro-firms based on the
prospect of predicting similar outcomes based amilai particular conditions (literal
replication) (Yin, 2009). They were, therefore alik several categories, such as having fewer
than 10 workers (which labels them as micro-firns€)ling and providing services in the
same business sector, selling one or two of theedarands of ERP software, and being
located around the same geographical area, dealthghe same market, thus being direct
business competitors.

This was a theoretical sampling, rather then sieais(Eisenhardt, 1989), identified
by the two biggest ERP software brands operatingartugal. They produce and sell their
software (identical) through other firms. The Comored Managers provided information on
their best performing firms in the same geographacea. Researchers contacted them and
the ones that agreed engage in the necessaryalktetion (Rodriguez-Gémez et al., 1996)
were enrolled in the study.

Isolated variables in the case studies are thedditee firms and their business type.

Most of the contextual and internal variables cdased in the literature that relate HRM to
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growth are controlled for: owner/manager’'s humapited and characteristics, employees’
human capital and commitment, and owner’s willirgg® grow.

Through interviews with owners and employees anolugh participant observation,
we collected the following qualitative data, reétrto in the literature as affecting culture
creation: entrepreneurial firm histories, managetsaracteristics and employees’ human
capital. Data collection occurred in two time pdgothe first between November 2010 and
December 2011 and the second between February pnid2813. The main focus of this
study was the last six years (2008-2013). We ctkthe first data using semi-structured
interviews with the owner and with all the employgene each), and documental data
collection (on demographic characterization andiguerance results). In 2013, data collection
consisted of one semi-structured interview withheaicthe owners, corporate culture survey
answers (owners and employees), and job satisfeatid commitment surveys completed by
the employees. We also collected quantitative ¢(fa@dincome and number of employees)
regarding the six years’ time lapse of the stuthb(e8).

We analysed each case individually (within casas)l then across cases (between
cases). The replication approach began with thieitleh of the research questions, followed
by the selection of cases and the design datactioleprotocol; the conduct of each case
study; the written reports analysiagthin each case study, abétweercase studies, finally

allowing for the definition of propositions.

4.2.3. Measures

We measured three dimensions to study these foaroffirms: HRM practices,
organisational culture and several performancecatdrs.

HRM practices are the thirteen practices (Pfef605) that we have been measuring:
employment security, selectivity in recruitmentglni wages, incentive pay, employee
ownership, information sharing, participation anchpewerment, self-managed teams,
training and skill development, cross-utilisatiardacross-training, symbolic egalitarianism,
wage compression, and promotion from within.

We interviewed both owners and employees. The vigeer rated the owners
regarding the intensity of the HRM practices udaggveen 1 (not present) and 5 (fully used).
This evaluation was subsequently reanalysed byiarsesearcher.

Organisational culture was measured using an Gsgtanal Culture Assessment

Instrument (OCALI), the Competing Values Framewarnkvey (Cameron & Quinn, 2011),
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which was translated into Portuguese by the awthdisupervisor. Both firm owners and their
employees responded to the 24 item scale, whicharmn six dimensions: dominant
characteristics, organisational leadership, managéraf employees, organisational glue,
strategic emphasis and success criteria. Data amakysed following Cameron & Quinn's
(2011) guidelines.

Organisational performance and growth were meashbaseéd on the literature that
relates organisational culture and firm performagecg. Hartnell et al., 2011; Venkatraman
& Ramanujam, 1986). Variables measured includednitral effectiveness, operational
effectiveness/business performance and employetidat/organisational effectiveness.
Financial effectiveness indicators are income amdwth in number of employees.
Operational effectiveness/business performancemessured by the productivity ratio and
its evolution over the time period under study €salumber of employees). Firms’ net
income, productivity and employment growth wereaiiéd from the government’s website
(using the firm’s tax number and by paying a fee).

Employees’ attitudes regarding organisational ¢ffeacess include affective
commitment and job satisfaction. For job satistattive used the Job Satisfaction Survey®©,
already translated to Portuguese and validatecdbBy Malheiro (Spector, 1994). Six of the
original nine subscales were used: supervisiontatipg conditions, co-workers, nature of
work, communication and contingent rewards. Thét@#s were rated on a six-point scale:
disagree completely, disagree moderately, disagjigiatly, agree slightly, agree moderately
or agree completely. For the affective dimensionarimitment, participants rated the seven
items proposed by Meyer and Allen (1997) on a se@nt Likert scale with options ranging
from strongly agree to strongly disagree.

Table8 shows the data collection structure: periods;ce®) techniques and measures.
The interviews were analysed through content armlygthodology, and categories were

derived from the specific interview protocols ahd titerature.
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Table8 - Data collection structure

November 2010 to December 2011
(4 micro firms)

February to April 2013 (4 micro firms)

February to April 2013 (4 micro firms)

c 8 Data o 8 Data o 8 Data
® 5| collection Measures ® 5| collection Measures ® 5| collection Measures
Qo . Ao . Qo g
| technique »| technique ?| technique
Interviews | -Firm characteristics and Interview (data actualization)
(n=2) history (n=1) -Firm characteristics and
-Organisational structure history
-Owner/ Ownership -Organisational structure
characteristics: human capital -Owner/ Ownership
_ (Rauch et al., 2005); -Owner|s characteristics
o willingness to grow (Rauch gt 2 - Subjective firm performancg
= al., 2005), = indicators
o - HRM practices (Pfeffer, 2009) o - HRM practices (Pfeffer|
- Subjective firm performance 2005)
indicators: Idiosyncratic
. Survey -Corporate culture,
perspective of the Competing Values
owner/manager (Runyan et al Frampewori (Quinn &
2008; (Thorpe & Clarke, 2008 Rohrbaugh, 1983)
Interview -Firm working atmosphere Surveys -Corporate culture,
¢ | (n=1) -Own Human capital @ Competing Values
3 3 Framework (Quinn &
‘_g_ Survey -Affective Commitment (Meye ‘_g_ Rohrbaugh, 1983)
= & Allen, 1987) = -Affective Commitment
w w (Meyer & Allen, 1997)
- Job Satisfaction Survey
o | Documental| - number of employees: Growgh =~ | Documental| - number of employees: o | Documentalf - number of employees:
2 | analysis (Rauch et al., 2005) 2 | analysis Growth (Rauch et al., 2005)| 2 [ analysis Growth (Rauch et al., 2005)
& | (2008- @ | (2011, and & | (2011-
L | 2010) - Firm performance indicators;] @* | some - Firm performance L | 2012) - Firm performance indicators;
© Financial and business © | indicators | indicators: © Financial and business
2 performance (netincome and| 2 | 2012) Financial and business 2 performance (net income and
2 productivity) Hartnell et al., 2 performance (net income angl 2 productivity) Hartnell et al.,
s 2011 s productivity) Hartnell et al., s 2011
2011
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4.3. Results

Pursuing the paper’'s objective of analysing thati@h between HRM practices,
culture type(s) and performance and growth, inghis-section we present the findings in the
four case-studies regarding each studied dimension.

We report the HRM practices and their classifiaatiand analyse the organisational
culture of the four firms according to the Compegtiialues Framework survey authors’
instructions (Cameron & Quinn, 2011). Then, we regmerformance and growth data
regarding the three dimensions (financial and kessinperformance, and organisational
effectiveness) which the literature relating HRNMgiices and organisational culture to firm
performance advises and, finally, we compare tiesfiHRM practices, culture, performance
and growth. Detailed information collected on tmen§ are presented in Appendix D.

These data provide empirical material that enabkedo develop propositions for
suitable HRM practices, and organisational culimtée best performing micro-firms, as well

as the growth and sustainability of these firms.

Human Resources Management Practices

We report the description and classification of &M practices of the four firms in
Table 9. Analysis of the HRM practices intensitgres (e.g. Patel & Cardon, 2010; Sels et
al., 2006) indicates the presence of two groups:ntledium (around 60%) and the almost-
high (around 75%) intensity HRM practices group$ie§e groups correspond to the
intermediate (around 5 employees) and larger (atdnemployees) firms.

These apparently similar groups of HRM practicesehiifferent profiles: the same
practices are not higher (or lower) within the sgrai of firms. When analysing their specific
profiles, all the firms are different and what starout in each is unlike all the others.

The most distinctive feature of firm A, the smallese, is the fact that it mostly
promotes an autonomous way of working, hires alré¢esined people, and does not invest
much in training, not even cross-training. All thibers hire staff who lack experience in the
ERP business, and invest in their on-boarding itrginBut also among the others there are

nuances.
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Table 9 - HRMpractices comparison between the four micro-firaig )

HRM practices
1. Employment
Security

Firm A
Very high concern, never fired
anyone, it does not cross his mind
even if having an employee with a
bad attitude.

Score — 5

Firm B
High concern, never fired anyone.
Thinks a lot about “the [people] of
the firm’s structure”

Score — 5

Firm C
High concern, never fired anyone.

Score — 5

Firm D
Very high concern, never fired
anyone until 2011. After that, the
owner did not renew the contract of
the newer technical staff and of the
commercial employee for not
meeting the objectives.

Score — 3

2. Selectivity in
recruitment

Asks the software house who was
trained at their training academy.
Had to replace the hardware
technician who retired, and used
personal and clients’ contacts.

Score - 4

They prefer people with less
technical skills and train them
internally, due to the salary value o
a skilled technician. They focus on
personal skills, which are very
important to sales and interaction
with clients. They select based on
CVs and on recommendations.

Score - 4

They give young people
opportunities for internships and
then employ them. They have
vocational training or a bachelor’s
degree (one case) in the informatic
field.

Besides their knowledge of a
technical field, they value their
interpersonal posture and being fro
the small villages around them (the|
want to contribute to their
community).

Has hired people without technical
qualifications, and then trains them

Score — 5

Employees in the technical area ar
hired after an internship from
university or vocational training.

D

m

Score - 5

3. High wages

A little below average. They
increased salaries but it was not
enough to cover for the new taxes

Score — 3

A little below average. They
increased salaries and incentives ir
2011, even guessing that wouldn’t
a good year.

Score — 3

Average for that business’s HR
market. Would like to pay more, bu
pecan’t. At the end of the year there 3
profit distributions, usually there is
salary.

Score — 4

Average for that business’s HR

I market. They got to pay subsidies
réater than expected

a

Score — 3

4. Incentive pay

Non-existing in a regular way, and
not offered to all employees.
Sometimes gives a bonus to the
most valuable employee.

Score - 3

They have several incentives:

- revenue for each department

- punctual incentives when they wa
to sell some product / service
(limited in time)

- average number of hours charged
Score -5

There is a bonus every year (about
salary) to each employee. The valu
ntis a bit different for each, is defined
by the managers, and is based on
their subjective overall perception @
the year’s performance.

Score — 4

aNon-existent. Used to exist for a
eformer commercial employee.
Is analysing productivity data of the
firm to implement as soon as
fpossible.

Score - 2




Table 9 - HRM practices comparison between the fioigro-firms (2/4)

HRM practices
5. Employee
Ownership

Firm A \
Is thinking about giving partnership
to the most valuable employee,
already began the process in 2010
but in March 2013 the process is in
“standby”

Score -1

Firm B
Is not thinking about it.

Score —1

Firm C
Is not thinking about it at the
moment, but in the future probably
(does not feel that the daughter wil
want to work at this firm).

Score —1

Firm D
Already thought of that, but at the
time being is not adequate. Will wa
for better economic times.

Score -1

6. Information
sharing

Mostly interpersonal. There was a
time when there were meetings, bu
they ended due to agenda problem
They have a good relation among
them and communicate easily, whe
considered necessary.

R — As they don'’t share the same
clients, they don’t need to exchang
so much information.

Score — 2

The management (2 working
t managers) feel the need for
smotivating (information about
results, clients), giving general
ninformation about (new)
products/services from the software
houses, positive and negative
e situations that occurred with clients
etc. Moreover, would like to have a
specific time for all to share their
ideas, doubts...
They have been trying to implemen

Mostly interpersonal, there are alsq
emails and register books of the
assistances they do, in order to kee
up with former clients’ information.
There is no digitalisation of this
processes.
There are no formal meetings, but
there are many spontaneous
meetings among whoever is in the
office when the owner wants to
communicate some event or

t situation, and wants everybody to

meetings, but haven't found the rightknow, and learn. Sometimes, these

model. Either agenda, time or
structure of meetings haven't been
working. They are giving another
try.

Everyone has access to the data
related to sales, clients, and runnin
services and their values.

Score — 5

‘spontaneous’ meetings are just
among the software staff.

Y

Score — 5

Mostly interpersonal
communication, especially with
zptechnical staff. There used to be
formal meetings, but only when the|
were many employees, and it didn't
work very well.
They share information, mostly
technical, and about the clients,
trying to get support or other
opinions on some issues.

Score — 4

<<

7. Participation and

There is much autonomy in each

There is much participation,

There is much participation,

There is a lot of participation in the

Empowerment employee’s work. employees and owners exchange | employees and owners exchange | technical field, empowerment up to
There is some participation, opinions on technical and opinions on technical and some level, but they have to follow
employees and owner exchange | commercial issues. commercial issues. programming rules defined by the
opinions on technical and The level of autonomy depends on| The level of autonomy depends on| owner.
commercial issues. Only financial | the department (hardware when is | the person, but mainly, they ask fo
issues are not discussed. giving emergency support does notl manager’s opinion and like to have|ifThey have autonomy in decision

have much autonomy) and on the | before acting, to “feel safer”. making. Just have to report it.
employee
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Table 9 - HRM practices comparison between the fioigro-firms (3/4)

HRM practices

7. Participation and
Empowerment
(continuation)

Firm A

Score — 4

Firm B \
(there are some employees, namel
coordinators of department, that
have more autonomy than others)

Score — 3

Firm C \
y The manager reads all the clients’
reports to know what is being done
and if the hours indicated are
adequate, and tries to understand t
time for each task. There are no
“personal clients of each technician
they are alfirm’s clients”

Score — 3

Firm D

Score — 3

8. Self-managed
teams

The owner admits to no self-
managed teams.

R - The employees in this firm work
in a very independent way, with no
much support from the others, only
when absolutely necessary. There
are notself-managed teambut
there areself-managed employees

Score — 3

The owner admits to no self-
managed teams.

R - Employees are not very
autonomous.

Score — 1

The owner admits to no self-
managed teams.

R - Employees are not very
autonomous.

Score —1

The owner admits to no self-
managed teams.

R - Employees are not very
autonomous.

Score — 1

9. Training and skill
development

They have the mandatory training
given by the software house.
Moreover, they are mostly self-
taught with autonomous learning
activities.

Score — 3

They have the mandatory training
given by the software house. Other
training given by suppliers.
Moreover, they are mostly self-
taught with autonomous learning
activities, and also among
colleagues. Most complex problem
are discussed both among the

technical team and with the owners.

They enroll in free training courses
offered by the suppliers.

Score - 4

They have “quite a bit of training”
the mandatory technical
certifications, and also commercial
training.

In 2011 they had around 35 days o
training in between the staff.

D

Score -5

They have the mandatory training
given by the software house.
Moreover, they are mostly self-
taught with autonomous learning
activities.

Score — 3




Table 9 - HRM practices comparison between the fioigro-firms (4/4)

HRM practices
10. Cross-Utilisation
and Cross-Training

Firm A
There is not much, it does not “flow]
naturally.” The owner admits that hi
employees do not have “a dialogue|
and open spirit between each othe

Score — 2

Firm B \

There is much cross training and

sknowledge sharing. As they don’t
have previous specific skills, they

" learn on the job and with each othe
(the newest members learn with the
older members). Most complex
problems are discussed both amon
the technical team and with the
owner

Score — 5

Firm C
There is a lot of cross-training and
information sharing among them,
which enables them to do tasks thg
I are not necessarily their primary jo

h

Score — 5

Firm D

There is much cross training and

knowledge sharing. As they don’t
t have previous specific skills, they
D.learn on the job and with each othe
(the newest members learn with th
older members). Most complex
problems are discussed both amon
the technical team and with the
owner

Score — 5

=

%

«Q

11. Symbolic
Egalitarianism

There is no differentiation.

There is no differentiation.

There is some, considering car
usage. But it is also related to the j
they are doing: only the ones that ¢
to clients have cars.

There is some. They all can use th
blcompany car, but two of the
oemployees have it to full use.

D

Score - 5 Score - 5 Score -4 Score — 3
12. Wage The highest salary is twice as much The highest net salary is twice as | The highest salary is 20% over thel The highest salary is twice as muc
compression as the lowest much as the lowest. If talking about the lowest as the lowest
income before taxes would be about
30% difference
Score -5 Score -5 Score -5 Score -5

13. Promotion from
Within

They have a very small structure (4
people, including the owner) and
promoting people does not make
sense. Their structure dynamics wg
built as their abilities and
personalities emerged.

Score — 1

It didn’t happen until the moment,
don’t expect to happen. It is a stabl
human structure. There are

scoordinators of each of the 3
departments, and there is mobility
mong staff from the hardware to the
software departments (where it is
easier to make some money becau
of the incentives; there weren't rais
because of the transition.

Score — 2

It didn’t happen until the moment,

e don’t expect to happen. It is a stabl
human structure, and the
coordination / supervision is done
directly by the owners.

h

se
£S

Score — 1

There is one case in the firm’s

e history: the technical department
director was a former technician an
apparently led to a former, older
worker in the company to resign

Score — 3

o

HRM practices
intensity scores

41 points /(5x13 practices=65)=

48 points / 65 = 73,8%

63,5%

48 points / 65 = 73,8%

41 points / 65 = 63,5%
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Firm B is characterised by being the firm with thest structured incentive pay scheme. Their
employees work based on defined and known prodticiand sales goals, and also have
access to the productivity level of the firm, amilleéagues. They use one of the ERPs they
sell to track their productivity. Firm D’s owner $$riving to get that level of structure. Firm
B is the biggest one. Firm C is one that investsemio training, both external and internal,
and reports a higher level of control by the owared, at the same time, the one that has a
more relational way of managing people (more mestimore cross-training in several
functions). This is one of the biggest firms, ahd bnly one that has a woman managing.
Firm D is intermediate in size, and has a bit effémtures of the bigger sized firms, but at an
intermediate level: the stress on training (mainkgrnal), the relational way of managing
people, has some control over the employees’ varl,is using the software he sells to track
and manage their own work, but still in an initalel.

In all cases, employees confirmed the informatiorery by the owners of their

respective firm.

Organisational culture

Cameron and Quinn (2011) highlight that there isingle best organisational culture
profile. Table 10presents case study data for organisational cudttores on the OCAI by all
firm owners and their employees.

According to the CVF’s authors, results with udlbpoints apart are not considered
as being different. All firms’ cultural profiles i@ two or three types of culture within 10
points, which means that the configurations arari@d. The organisational culture profile
design of firms are different, however firm D’s osvis cultural profile is the most divergent
(Table 10).

Among the owners, all but one referred that thetraaslent culture type in their firms
is clan culture; firm D’s owner had a different wwe type, the market type. For this firm
owner, orientation towards flexibility and focus ioternal organisation, as well as on people,
is his lowest priority. Firm A’s and firm C’s emplees refer to their firms as having a clan
culture orientation and firm B’s and firm D’s empées report a market orientation. Firm D’s
employees are in step with their employer. Firm @&iser referred to clan culture as the first
type of culture, but market orientation is also agnhis primary focus, which is also perceived

by his employees.

110



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

The firm owners acknowledge that their firms arederate to high on the hierarchy
culture type. Focus on internal control is repodsadhot being a priority by employees, except
for Firm A’'s employees, who report moderate impioc&of this cultural orientation. This is
contrary to the CVF authors’ findings (Cameron &gy 2011). This difference can be
explained by the size of these firms, when compéoetiose authors’ sources. As firms in
this study are micro-firms (up to 10 workers), etieough they began their businesses some
years ago, processes have never been formalizédfrequent changes both in the procedures
and in the people who apply them, and keeping aféemal rules is not considered very
important.

Cameron and Quinn (2011), when analysing data $tesdy that focusing on
flexibility and innovation is not very common, whiceflects a low adhocracy score. This is
also the perception of this study’s firm ownerg,ibis contradictory to the perception of their
employees. Employees’ rate adhocracy culture ab@denate level, reporting their perception
as adapting to external changes, coming up witlovative solutions and taking some
individual risks as being moderately important ealfior accomplishing their jobs. This result
is congruent with employees not attributing greapartance to rules and control, which
contrasts with firm owners who want to control amglement some work standardization.

The greatest difference in profiles is between fidra owner and his employees (the
sum of the differences is 35 points). This ownealgd the only one who does not consider
his firm to have a clan type of culture; he bel®Weat this cultural orientation is the least
relevant. Firm B is in an opposite situation, tirenfowner being closer to the employees’

perceptions on organisational culture types: méelat and clan/market.
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Table 10 - Case studies’ organisational culturerswpby owners and employees

Firms Firm A Firm B Firm C Firm D
Culture:
Owners and
Employees
Legend: ¥ \ =
Owners \ \
Employees = , = =~2
Culture: (1) Clan - 35.0 (1) Clan — 32.50 (1) Clan — 35.00 (1) Market — 34.00
Owners (1) Hierarchy — 26.67 (1) Market — 26.67 (1) Hierarchy — 27.92 (1) Hierarchy — 30.67
(1) Market - 25 (2) Hierarchy — 20.00 (2) Adhocracy — 20.42 (2) Adhocracy — 19.33
(2) Adhocracy — 13.33 (2) Adhocracy — 20.83 (2) Market — 16.67 (2) Clan — 16.00
Culture: (1) Clan —31.39 (1) Market —32.75 (1) Clan — 35.97 (1) Market — 29.38
Employees | (1) Adhocracy — 25.83 (1) Clan — 26.81 (2) Adhocracy — 25.42 (1) Adhocracy — 25.21
(1) Hierarchy — 22.5 (2) Adhocracy — 19.31 (2) Market — 24.17 (1) Clan - 27.71
(2) Market — 20.28 (2) Hierarchy — 18.61 (3) Hierarchy — 14.72 (2) Hierarchy — 17.92
Owner-
Employees 25 15 27 35
differences
sum
Differences | between Owners in all firms:Minimum difference — 7.47; Maximum difference — 0% 11.53
between Employees in all firmsMinimum difference — 6.52; Maximum difference —42 = 6.05
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Organisational Performance and Growth

Performance and growth are measured drawing othtbe dimensions referred to in
the literature (e.g. Hartnell et al., 2011; Venkatan & Ramanujam, 1986): financial and
business performance, and organisational effecs®(Table 11).

The only firm to show growth in employee numbersmythe period of the study was
firm C. The number of employees was maintainedrin A, but between 2008 and 2013, the
number of employees decreased in firms B and D.

The financial dimension was measured by the natnmec Net income growth is
measured by its evolution between 2008 and 2013:ofgpare net income values between
the firms, the value per employee was calculatedmaintain the confidentiality of firms’
figures, the percentage of the net income was ltiwith the base set at the highest value
(firm C). The biggest firm of all (10 employees)firm C, which has the highest net income
average of the four firms, immediately followed daye of the smallest firms (firm A, four
employees); firm D is the one with the lowest nedrage income.

Net income growth (2008-2013) is the measurememgradvth of each firm that we
employed. Firm C is the one which grew the mosaréigg net income. Dividing that value
by the average number of employees during the gemed of time allows the comparison
of the growth of the various firms: firm C incredsts net income value of 2008 per employee
by 501%, and firm B gained 30% per employee inti@tato its income in 2008. All firms
increased their net income, which makes us beliegg had the capacity to overcome the
hardest period of the economic crisis.

The business performance dimension is measured tr@mproductivity indicator
(sales/number of employees) between 2008 and d@lMaintain confidentiality, the
percentage was calculated based on the highes gaproductivity (firm B).

The value of sales per employee in firm B is expgdiby the fact that hardware sales
are more important in this firm than in the othérshould be stressed that similar values were
found among firms A and C, but the value for firnw@as less than half of the others’ (44%).
When comparing the evolution of productivity betw@®08 and 2013, firm A, despite having
a high average income per employee (92%), wasrtherhich had a decreased average level
of productivity per employee during the same peabtime (-2%). Firm B was the one which
improved its productivity average the most (+14ftybe because the number of employees

decreased. Firm D also had positive growth reggrgimductivity per employee probably for
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the same reason (fewer employees). Firm C, whidchdsone having the best income per
employee (100%), hardly shows any evolution regmygiroductivity growth by employee
(1%), maybe because the number of employees irezteas one hand, and, on the other hand,
maybe because sales were already very good. Regardjanisational efficiency indicators,
employees of all the firms feel affectively commdtto their firms, and employees of firms
A, B and C all reported being more satisfied withit jobs than those in firm D.

Relating HRM practices, organisational culture terfprmance and growth

Table 11 points to different HRM practices profite=ing related to culture types, and
performance indicators. When considering the intgiod HRM practices usage, it looks like
there is a trend towards high intensity being assed with higher productivity. However,
Firm A, which also has good productivity and thetlf@ancial performance, does not fit the
higher intensity HRM practices trend. When lookimigthe HRM practices profiles of the
firms, we see a diversity of patterns. There setenhe several ways of managing people that
are effective, and it appears that “the more HRIslcpces the better” may not necessarily
apply.

The same diffuse findings occur when analysing HRElctices’ relation to culture.
Data appear to be contradictory regarding the &métims among these micro-firms. Firm
A’s owner and employees refer to clan culture asgfaheir primary culture type, but at the
same time they say there is no cross-training otualusupport; they work mostly
independently. Firm D’s owner and employees repodre relational HRM practices
(participation, discussion, mutual technical suppmoss-training) while indicating that clan
culture is not the primary type of culture he proeso Nevertheless, his employees report clan
as part of the main culture.

Regarding culture, there seems to be a more seld. Findings appear to point to
clan culture perceived and promoted by the owngerseing associated with better income
and productivity. In addition, the one firm (firm) Whose owner’s CVF survey results show
that the human relations model has the lowestipriamong the culture orientations of his
firm, shows the worst financial and business pentorce indicators, as well as low job

satisfaction among employees.
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Table 11 - HRM practices, Organisational Culturpdg (firm owners and employees),
performance and growth indicators

way of working

Oncentive pay

| Firm A | Firm B | Firm C | Firm D
HUMAN ESOURCES MANAGEMENT PRACTICES
HRM intensity scores 63,5% 73,8% 73,8% 61,5%
HRM practices generic [Hires qualified |[On-boarding [On-boarding [On-boarding
profiles people in the training training training
ERP Ontermediate [High training Ontermediate
[(Low continuous| training [Tight control training
training Ontermediate | [Relational way | Ontermediate
[Autonomous control of managing control

CAd hocincentive

[(Relational way

[Ad hocincentive| based on goal | pay of managing
pay orientation (Preparing

incentive pay,
by studying
firms
productivity

ORGANISATIONAL CULTURE

Primary Organisational Clan, Hierarchy, . Market,

Culture types (Firm Owners) Market Clan, Market Clan, Hierarchy Hierarchy

Primary Organisational Clan, Adhocracy Market,

Culture types (Employees) Hierarchy Market, Clan Clan, AdhocraCyAdhocracy, Clan

NUMBER OF EMPLOYEES

Average number of employees

(2008-2013) 4 10.44 9.33 6.17

Number of employees 2013 4 7 10 5

Standard deviation 0 2.19 0.47 1.07

Employees growth (2008-201]3) 0% -47% 11% -16,67%

FINANCIAL PERFORMANCE

Average net income per

employee compared to firm C 92% 46% 100% 16%

(2008-2013)

Net income’s standard

deviation cor_npared to 60% 36% 82% 790

average net income (2008-

2013)

Net income growth per o o a o

employee (2008-2013) 90% 30% e 33%

BUSINESS PERFORMANCE

Productivity (Average

sales/Average number of _ 73% 100% 79% 44%

employees) compared to Firm

B (2008-2013)

Productivity growth by -20p 14% 1% 6,1%

employee (2008-2013)

ORGANISATIONAL EFFECTIVENESS

Work satisfaction 75% 60% 75% 53%

Affective Commitment 83% 80% 88% 76%
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Satisfaction at work is at its lowest in the firmisose owners and employees indicate a market
culture orientation as the most prominent (firmargl D). Affective commitment is high in

all firms, regardless of the cultural profile.

4 .4. Discussion

The positive relation between HRM practices ananfiperformance has been
supported by research on both large and small@sfiby means of the HRM perspectives
(universalistic, contingency, configurational, amhtextual) (e.g. Combs et al., 2006; Pfeffer,
2005; Rauch & Hatak, 2016). The influence of cdtun performance has also been
extensively confirmed, both for large and smalieed firms, namely using the CVF model
(e.g., Gregory et al., 2009; Hartnell et al., 20Mi2yes, 2000; Patel & Conklin, 2012).

This study aimed to analyse the relation betweeMHRactices, culture and firm
performance in micro-firms, in two complementaryysia(1)to know how HRM practices
and corporate culture are relatednd (2)to examine how both variables, together, relate to
organisational performancé& here are some, but not many, examples in thatiire relating
these topics, and even some for small firms (Rat€kardon, 2010; Patel & Conklin, 2012;
Wei et al., 2008), but we could not find any in thero-firms context.

We discuss data relating each variable (HRM prast@nd corporate culture) with
performance, analyse the relation between thempétitge set with performance.

Following the mainstream HRM literature, we startgdanalysing the relation of
HRM practices intensity to firm performance. Emgatievidence generally supports the claim
thatthe higher HRM practices intensity, the higherfilm performancde.g., Huselid, 1995;
Sels et al.,, 2006). However, the study of thistmais not straightforward, since the
performance construct is not a single measure dfetaht related indicators are considered
in the literature: financial performance, businesgormance and organisational effectiveness
(e.g., Huselid, 1995; Rauch et al., 2005; Varadar& Ramanujam, 1990).

To some extent, we find the HRM practices-perforogdimk in our data: Firms B and
C have a higher HRM intensity and have higher pearémce indicators in the three
dimensions considered. However, Firm A, which &las good performance indicators, has a
lower (intermediate) level of HRM intensity, abdbe same level of HRM intensity as the

firm with lower performance indicators (firm D).
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These findings can be explained by the dimensidriheosample; we do not have
enough cases to define general relations, on teehand. On the other hand, given that the
evidence indicates that different HRM practicesllemthe same good results, it enables to
raise the equifinality characteristic of the counfigtional approach (e.g., Delery & Doty,
1996). That is, the configurational perspective bara better, more comprehensive way of
conceptualising this relation.

In analysing the details of the HRM practices pesfiwe find a great deal of diversity:
each firm has its own set of practices with différatensity. Findings point towards diverse
ways of having the same good performance resultsichwis consistent with the
configurational approach (e.g., Delery & Doty, 199®ort et al., 2008). Another interesting
finding that seems to support the configuratioqgdraach on the HRM-performance link is
that considering that lower HRM intensity resutisai good performance (as is the case of
Firm A), there may be a hierarchical importance agnthe HRM practices (Bello-Pintado,
2015; Meuer, 2017). It looks like very few, anddpe, HRM practices can be very effective,
probably, emerged as the ones that are more adetpuapecific context (Patel & Cardon,
2010; Veloso, 2008).

CVF and organisational performance research shatvetiach type of organisational
culture can be related to organisational effecasn(Cameron & Quinn, 2011). However,
that research also shows that the clan cultureisyfbee most frequent predictor of efficacy in
organisations (Hartnell et al., 2011), which is sistent with the findings in this study. The
firms whose owners and employees referred to thie & a primary culture type report the
highest net income and productivity results andwifno These results are in line with Patel
and Conklin’s (2012) findings in their small sizerfs study.

They argue that, particularly during organisatioolaanges and challenging times,
such as the economic crisis years in which thidystakes place, clan culture is the most
fitting since it facilitates environmental adaptaipi Clan culture can be a “competitive
advantage, enabling the survival and growth ofrm fihat might otherwise fail” (Patel &
Conklin, 2012, p. 224). Relating the results ofamigational culture to HRM practices, there
seem to be two contradictions. Firm A promotes atoreomous way of working, and
unexpectedly both owner and employees report tleatckn culture is among the primary
types of culture in their organization. This medhat, even though the owner does not

promote clan culture in an intentional way (peapd®elopment, participation), both owner
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and employeefeelthe group culture. Data seem to support the itapbrole of group culture
in achieving good organisational results.

Firm D’s owner, who manages people in a participatoanner (discussing topics,
promoting mutual support and cross-training), do@seport a clan type of culture; he rather
indicates that market and hierarchy types of calre his main behaviour patterns. This
might be due to the recent letting go of severgblegees due to the heavy crises, in some
cases, and due to poor performance, in anothen e is very concerned with employees’
employment security, and promotes a supportive spimere, he was confronted with a
situation where he had to let people go, and thghihhave made him realise what his real
values are. This might stand out because of treeébchoice format of the culture survey.
Firm D has the worst organisational results anantspa clan type of culture as the least
relevant culture type, thus reinforcing the literattrend on the importance of firm culture for
firm effectiveness.

Clan culture type, which is focused on the intemspects of the firm as it is, also
enables the flexibility that is required in suchadingsized businesses to deal with internal and
environmental changes. However, regarding HRM, aveot deduce any regularity from the
data. This may be partially explained by Wei esgR008) study’s results “that it is more
likely that culture acts as an antecedent of sjratelRM” (p.788). They also found that
adhocracy and clan cultures support HRM practice=ge, which in turn has a positive
influence on firm performance. Organisational adtunirrors the leaders’ attitudes and
management patterns, which are entrenched in blediaviour and, therefore, they are not
always aware of them (Schein, 1989). Firm A, bauagh a small firm (four employees), and
even promoting autonomous way of working, probdblythe support of being in a small
team. Moreover, the firm owner probably values thgbtport when answering the culture
survey. At the same time, the limited micro-firmssources also do not allow for the
implementation of many HRM practices; only a snmalmber may be implemented, and
mostly in an informal way (Hayton, 2006; Patel & @an, 2010).

Our results support the following propositio@lan culture is related to best
performing micro-firms, regardless of the type amensity of HRM practices used

In this study, the two firm owners (firms A and @at emphasise a hierarchy culture
have good performances regarding financial resydt®ductivity and organisationa

effectiveness.
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Findings of a study on CVF and performance in srhafts suggest that having a
hierarchy culture orientation can be adequatesifdhg-term goal is not innovation (Schgens,
Bausch & Balkin, 2013).

Analysing the most prominent types of culture ie biest performing firms (A and C),
both firm owners consider the clan culture typerthmst important cultural orientation. That
is, they consider at least one of the upper quadralture types of the CVF model to be
important (leadership emphasis, Cameron & Quinr},120The worst performing firm’s
owner (firm D) reports his firm’s most importantlicwe types (hierarchy and market) to be
based around issues of management (setting gadising) responsibilities, controlling the
procedures, etc.).

Perhaps the interaction of various types of culiareanportant for obtaining good
organisational results. According to our findinfygsusing only on the aspects of control and
stability when companies are in a position of ficiahweakness is not sufficient.

Another literature discussion on the HRM-performaahok is the causality direction
(Wright et al., 2005): do HRM practices increasgamisational performance or do well off
organisations increase HRM practices usage? Therglefindings in literature point to the
first type of relation, but there is a need to colnfior the causality direction, which is rarely
done (Wright et al., 2005). Firm A, which has oaly intermediate level of HRM practices
intensity and has good performance in all indicaexposes the different case of micro-firms:
performance may not have to do with a higher nunddgdRM practices, nor does high
performance necessarily result in increased HRMtmwes being employed in that firm.
Micro-firms deal with resource constraints thatitithe implementation of some management
practices (Hayton, 2006; Sels et al., 2006); pcastiare rarely formalised and only
implemented when it is necessary (Innes & WiesB@42). Therefore the HRM intensity
measure is not the most adequate to use in miersfiAll the firms seem to have qualified
personnel, one way (hiring them already qualifi@danother (training them until they get the
required skills). Only firm D does not have any &iof incentive pay, the other firms,
structured or in aad hocmanner, manage to pay more over the salary. Bwea know that
firm D’s owner does not pay because he cannotaiffoiThese HRM practices together with
emphasising culture types high on the control drisiot have a good performance result.

Furthering the knowledge on causality in the HRNMfg@enance link and its relation
to culture in micro-firms, the proposition that engnes is: Within the practices that constitute

the HRM bundlesthere should be some kind of incentive pay, te Heetter organisational
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results. This kind of practice is consistent witirket type culture. A combination of several
culture types seems to be beneficial. Howevehétter results, a combination of cultures is
advised, taking care not to focus exclusively @marchy and market cultures.

Lund (2003) found that job satisfaction was posiiwelated to clan and adhocracy
cultures, and negatively related to market andahefty culture orientations, which is
consistent with the findings in this study. On dme hand, the employees working in the firms
performing better (A and C) show the same, goodllef/job satisfaction. On the other hand,
firms whose owners and employees report a marlet ¢f culture among their prominent
types of culture present job satisfaction resuitt are not as good (firms B and D). The
market culture is consistent with the goal orientatand productivity checking that Firm B
implements and Firm D is preparing to implement.

If it is just the owner reporting those types oftare (firm A), it does not have the
same impact, since the firm is performing wellasas productivity and financial matters are
concerned. The proposition that is suggeste@asl orientation as HRM practices, which is
consistent with a market culture type perceptiomigro-firms’ employees, is associated with
low work satisfaction.

Findings point to some specificities of micro-firms

The HRM practices quantitative analysis brings dpsaussion point regarding micro-
firms. There seems to be a positive relation betvibe size of the firm and the number of
HRM practices they adopt (Wiesner et al., 2007)s Mmas one of the findings in a study
conducted in firms from 20 to 200 employees. Thdihg has methodological implications
for measuring HRM practices, since it means thairgfdthe number of practices, nhamely
formalised ones, which is the way the mainstredendture measures the HRM inten%ity
(Combs et al., 2006; Messersmith & Wales, 2013), @nnecting it to performance, may in
smaller firms bias the results.

Findings reported in the literature on large firane different from SME/micro-firms,
suggesting the following propositioWhen trying to determine the HRM-performance Imk i
micro-firms it is more prudent to look for certaats of HRM practices (bundles) than to look
for higher intensity (number) of HRM practices usag

According to Cameron and Quinn (2011), there ieead in the literature suggesting
that culture will change towards more stable antrodling types of culture when there is an

increase in the number of employees. In our studydid not find such a pattern. All firm

28As, for example, all the studies mentioned in Aghei.
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owners have at least one type of culture on théralbaxis among those most important to
their firms, and it is only firm B’s owner who diibt report a hierarchy type of culture as
being among the most important to his firm. Howewerm B’s owner is the one that has
more and better established control mechanismshenmpore automatised, because it is so
embedded that he and his employees do not realiSbus they do not feel it to report it in
the culture measure. This leads us to proposdttilsahot only when firms grow bigger but
also when firms grow older that they tend to becaonme stable, wanting to standardise
procedures and control and compete in the extematonment.
Data differences between micro and larger firnasl [eo the following proposition:

After a certain time in business, micro-firms seektandardise and control processes and

goals.

4.5. Conclusions

The purpose of this study was to analyse and caanpacro-firms’ HRM practices
and organisational culture relations, and examimeerelation of both with organisational
performance. On one side, the well-known HRM pcastiperformance link (e.g. Rauch et
Hatak, 2016), and the relation between cultureagdnisational performance (e.g. Hartnell
etal., 2011), and on the other, the scarce litegain micro-firms, which make up the majority
of worldwide firm types are factors which make thrsinteresting topic to study.

Four firms were analysed to address the researektign, using a mixed method
approach across all four, with data collected betw2008 and 2013.

Pfeffer’s (2005) thirteen HRM practices and CVF eleped by Quinn & Rohrbaugh
(1983) were the models used to study HRM practi&rebs organisational culture. These are
both important and widely-used models in the mamege field, namely when relating HRM
practices and organisational culture with orgarosat efficiency (Gregory et al., 2009), also
used in the Portuguese context (Neves, 2000). rPesftce and growth were measured using
indicators of the three dimensions most employedhieyliterature that relates culture and
organisational performance (Venkatraman & Ramanuj$86).

The main findings in this study point to some prgipons connecting HRM practices
to culture and performance.

Clan culture seems to be related to the best penfigr firms, independently of the

type and intensity of HRM practices. It seems tdha this culture intention on the part of
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the owner is of great importance. It is not the Eyges’ perception of this type of culture
that is related to best performance, it is whet l@ohployees and owners perceive this type
of culture to be a central aspect of their orgaiopathat performance is better.

Business and financial results are positively affgca combination of some kind of
incentive pay (structured @d hog and several types of culture, as long as thegonatant
cultures are not only on the control side of this @xierarchy and market cultures).

Job satisfaction (which is an organisational effectess measure) is negatively
affected by owners’ and employees’ perceptions afket oriented culture amongst the
primary culture types. This type of culture oridita is consistent with the HRM practices
goal orientation. That is, when the owner is ablemtike employees incorporate this practice,
the effect on job satisfaction is not positive.

When analysing the relation between HRM practicesaulture, we acknowledge the
importance of considering several related varialieshe organisational setting. In the
literature, some argue that culture precedes HRAttwes, providing the incentive for its
implementation; others for the moderating role olture, providing the context in which
HRM practices will be developed, and another vieguas for interaction, with mutual
reinforcement, with no defined direction (Chan let 2004; Neves, 2000; Patel & Conklin,
2012; Wei et al., 2008). Our findings point to tladgter, since the relation between the
constructs does not have a single direction. Thregption of clan culture seems to be
independent of HRM practices, on one hand, andptreeption of market culture by
employees is consistent, probably deriving froml go@ntation HRM practices, on the other
hand. These contradictory findings make us learatds/the interaction advocates.

This study provided evidence regarding micro-firndé’erse HRM practices and
culture and the relationship of these variablgsetdormance, addressing a gap in the literature
regarding knowledge of micro-firms, which are diitle researched.

Regarding HRM practices, this study’s findings pamdifferences from large firms
and SME in terms of the impact of HRM practices anlture on performance. It seems to be
more accurate to look for HRM bundles than to fellithe mainstream method of intensity
(number of practices), thus, taking a configuragloperspective. There seems to be a
hierarchy among HRM practices, namely, incentiwelpes more impact on firm performance
than other practices in micro-firms, which is amstArgument consistent with the pertinence

of the configurational perspective.
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Another micro-firm specific feature is that, asnfg evolve (even if within the ten
maximum workers category), owners perceive a hobsatype of culture as prominent.
Owners seek to standardise and to define the puoegdtrying to control the quality and
outputs, and the work being done, to be able tcktpgroductivity. This control culture is
contrary to their employees’ perceptions. Employeegardless of the amount of time the
firm has been in business, feel the culture asviation prone, and supportive of individual
risk taking. This perception is also congruent wiltie maturity and experience of the
employees doing their jobs.

Studies on HRM practices and organisational cuktieuld be pursued, especially in
micro-firms, since the relation of these varialMath performance is vastly acknowledged in
the literature. The association between HRM prastand corporate culture should be further
studied. Suggested propositions could be invesiitd find evidence in larger micro-firm
samples. Longitudinal studies in micro-firms shobkl conducted to find out how culture
evolves during their life cycle.

Further studies should follow the configurationdstistream of research, since the
interactions between HRM practices and culturedygeem to be able to shed light regarding
firm dynamics.

One of the limitations in this study concerns tHeNHpractices analyses. We assessed
the HRM practices’ intensity based on the reseatgeHand further analysis of a senior
researcher) evaluation, not in a self-reported mreasAlthough it has the advantage of
enabling comparison, it could have been a suppleangnoption, after the self-evaluation, or
even to comment on the researcher’s evaluatiore ré&htricted number of cases is also a
limitation. Taking the qualitative methodology apti more cases should be studied until
finding data saturation. Quantitative approacheg emable findings generalisation.

There are six significant features of this reseavhith should be highlighted: (1) the
choice of cases, since the firms are businesssrirathe same geographical area; (2) there is
a wide spectrum of contextual variables and peréme indicators covered, thus controlling
many dummy variables referred to in the literatB;different sources of data collection
allowing information depth and triangulation, aslivees continuous data collection across a
six-year period, enabling a look at changes owee tiwhich is particularly interesting in an
economic crisis; (4) the HRM practices analysesl iis¢h a quantitative, mainstream method
and also a qualitative method, identifying the Btrprofiles and characteristics, enabling a

richer analysis of the phenomena; (5) the cultanallysis conducted was broad and complex,
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not only focusing on the most valued cultural otaion, but analysing the cultural profile in
each firm, and comparing owners’ and employeestguions of types of cultures; and
finally, (6) the joint analysis of HRM practicesdagorporate culture, which is rare in the
literature.

The results are relevant to the advancement of leunge of HRM practices and
organisational culture related to performanceh@rost generalised type of firms worldwide,

as well as for micro-firm owners, particularly mg area of industry.

124



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

CHAPTER 5. A Configurational Approach to Human Resairces Management

Practices in Micro-firms (Study 3)

125



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

126



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

5.1. Introduction

Configurational studies had their greatest advaecerm the late 1970s and early
1980s (Miles & Snow, 1978; Mintzberg, 1979, 198he study of the HRM practices’ role
in firms’ competitive advantage and performanceng@s configurational approach followed
the trend also in the 1980s (Delery & Doty, 1996)ganisational configurations are
“multidimensional constellation[s] of conceptualdlystinct characteristics that commonly
occur together” (Meyer et al.,, 1993, p. 1175). Ggunrftions, therefore, are patterns of
variables that are related to an effect, rather tha relation of single variables with that effect
(Delery & Doty, 1996). In the HRM field, these canfrations act as bundles of practices that
cooperate with each other, influencing employeésiracteristics and ultimately affecting
firm performance (Subramony, 2009).

This study aims to characterise HRM practices ugagterns across micro-firms,
specifically, in the ERP business sector. We awraly® relationship of HRM practices
patterns with other intangible internal organisaéilofactors, such as owner personal and
managerial characteristics, tangible firm’s chaegstics (age and dimension), as well as
performance.

From the literature point of view, this study malsesseral contributions. First, it
answers the need for more configurational resesr¢he HRM field (Short et al., 2008).
Second, it improves knowledge of HRM practices inroifirms. There is a line of research
focusing on HRM practices configurations in veryadifirms (less than 15 or 20 employees;
e.g., (Jaouen & Tessier, 2008, 2009), and in SM&.,(énes & Wiesner, 2012; Verburg,
Hartog, & Koopman, 2007), but not specifically incno-firms. Third, considering micro-
firms are owner-centred, and several internal factoontribute to their organisational
dynamics, this study also adds to the literatureasuaring internal intangible factors related
to the owner. Both internal resources (human cilpdaner’s characteristics) and its
management practices (entrepreneurial orientatismall business orientation and
organisational culture) are measured and analydating to HRM practices configurations.
We analysed some reported relevant micro-firm dataretics (age and dimension) relating
to the HRM practices configurations. Fourth, weraiee the relation between HRM practices
and micro-firms’ performance. Finally, in this syidve depart from the gathered empirical
data to define the configurations developing ouH&M practices instead of considering

configurations already defined in the literaturee(Mr, 2017; Subramony, 2009).
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To exhibit the HRM practices in micro-firms and itheelations to other internal
organisational variables and performance, we pteéeermethodology section, where there is
a detailed description of the study’s variables @admeasurement, and also of the data
collection processes. We also describe the proesdused to identify the HRM practices
configurations (bundles) and to define the HRM pcas clusters performed by micro-firm
owners. We then present the main results regandiRgoundles, HRM practices clusters
characteristics relating to intangible internal angational factors and to the owner
characteristics and organisational performanceallyinwe discuss the results and provide
implications, both theoretical and managerial, adl vas limitations of the study and
suggestions for future research.

5.2. Methodology

5.2.1. Data Collection and Sample

The goal of this study is to identify main patteaidHRM practices usage in micro-
firms in the ERP business sector and improve tliergtanding of the relationship between
these kinds of practices and business performance.

Given the specific focus of the study, micro-firnms the ERP business sector,
databases from three major ERP developing andhlistrs companies in Portugal were used.
Sampling procedures were performed considering nteghodological orientations that
enabled it to be specific to the targeted poputati@omes & Cesario, 2014; Leedy & Ormrod,
2005). The sample includes these software house#igrs, as well as companies of the
national database “2020 Consultants” program, whlsh sell ERPs built by other firms. To
“control for industry effects in configurations ezsch” (Dess et al., 1993, p. 786) we focussed
on one subsector of the industry.

There was a pilot test of the questionnaire witlee¢hmicro-firm owners that satisfied
the sample’s conditions. Some minor changes weremasing the information that this
participants provided. The questionnaire was adstretied personally to owners in the
continental part of Portugal, totalling 187 pagpants, between November 2015 and June
2016. Criteria to be included in the study weren@en the market for more than three years,
having at least three workers, and having all for@ndata available. According to these
criteria, the sample was reduced to 114 particgpavethodologically, the use of specific
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criteria enabled to focus on the targeted sampld, the data collection is considered of
convenience (Gomes & Cesario, 2014; Leedy & Orm20@5).

The national distribution of the firms in the samplas as follows: north 49.1%, centre
31.6%, Lisbon and south 19.3%. Most respondente wen (83.3%), 44.9 years old, on
average. These business owners were very qualdiéd have a bachelor's degree, and
14.9% have an MBA or postgraduate training. Whay thegan their business, on average,
the owners had 9.4 years of experience in the,faeld 22.8% had previous entrepreneurial
experience.

The firms in the sample, on average, have 15 yelaexistence, and 88.6% of the
owners intend to make the business grow in ternesrgfloyee number or expansion to other
locations. The average number of workers grew lprapmately one by the end of 2015
(Figure 7). Financial net results grew until 2024d in 2015 decreased a littleiqure 9.
There was a positive evolution during this periodbdoth performance indicators. To better
understand the paths, we compared each pair af'yeaans. Regarding the average number
of employees, there were significant differencds/ben 2012 and 2013 (M =4.70, SD = .263
and M =5,17, SD =.261, with t (113) = - 3,845 .000, respectively); between 2013 and
2014 (M = 5,17, SD = .261 and M = 5.61, SD = .2#@@ awith t (113) = - 3,95% = .000,
respectively). This indicator still grew in 201%tmot in a significant way.

Net income per employee also grew during thesesyétowever, only between the
years 2012 and 2013 was there a significant diffleeeon average, firms in 2013 had a higher
profit per employee than in 2012 (M = 2303.19, SM18.25 and M = 1498.55, SD =436.19,
with t (113) = -2.017p = .046. This performance indicator is not stataty relevant, even
if there is a graphically positive evolution. Thet income grew but, as the average number
employees also grew, the net income was not seffficio show statistically significant

differences between those years.
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Figure 9 - Net income per employee (1000 euros)emedage number of employee paths over
the years 2012-2015
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* Significant difference between Average NumbeEafployees 2012-2013: t (113) 3,845,p< .01
Significant difference between Average NumbdEmployees 2013-2014: t (113) 3,959,p < .01

** Significant difference between Net Income Perffoyee 2012—-2013: t (113) = -2,0%/x .05

5.2.2. Measures

The questionnaire used has four major construay: Gharacterisation of the
respondent and firm; (b) Firm owner’s profile; (danagement of the internal resources:
entrepreneurial orientation, small business ori@iaand human resources management
practices; and (d) Subjective performance evaloatfdorporate performance data were
obtained using the SABI database, which includésialf national data delivered by firms to
the state (Ministry of Finances).

Regarding the business owner, there were quessibast the participant’s gender,
age, level of education, specific training in thesiness field, previous experience as an
entrepreneur, previous experience in the fieldhef business, and if the business owner
intended to grow the business in the next threesy&egarding the firm, there were questions
about the year of its foundation, location, tax tem how the firm owner sees his/her
business, and which management software he/sheseys.

To identify the owner/manager profile we used thetr&preneurial Potential
Assessment Inventory (EPAI) (Correia-Santos et 2010), a 30-item scale. Participants
answered a five-point Likert scale from Stronglg@yree to Strongly Agree. The EPAI scale

has four dimensions:
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- Nine items measured Entrepreneurial Motivatien.74) (e.g., “| am strong enough to
overcome difficulties in life”);

- Four items measured Social Competencies76) (e.g., “I know people from very
different places.”);

- Eight items measured Psychological Competencies6b) (e.g., “Frequently, |
surprise people with my new ideas”);

- Nine items measured Management Competenaes88) (e.g., “Usually, | can find
the necessary resources to make my initiativesdvepp

There were three scales to measure Internal firn@sources management:
Entrepreneurial orientation (Miller, 1983); Smali€ness Orientation (Runyan et al., 2008);
and Group culture (Cameron & Quinn, 2011).

Entrepreneurial orientation (Miller, 1983), is an@iitem scale addressing three
dimensions: innovativenesa=.75), proactivenessa€ .77) and risk-takingo=.81) (three
items each). Participants answered bi-polar statesm a seven-point scale from *-3’ to ‘+3’
with a neutral value (‘0’).

Entrepreneurial orientation innovativeness exarmpke question:

Please choose the point on the scale, thinkingymanacted in the last three years: Favour a steomghasis on
the marketing of tried and true products or ses/ieeA strong emphasis R&D, technological leadersing

innovation
Entrepreneurial orientation proactiveness exampéequestion:

Typically responds to actions which competitorgiaté — Typically initiates actions which competgdhen

respond to
Entrepreneurial orientation risk-taking exampleafuestion:

Strongly favour low-risk projects (with normal andrtain rates of return) — Strongly favour higtknsojects

(with chances of very high return)
Small business Orientation (Runyan et al., 2008} sine-item scale. Participants
answered a seven-point scale ranging from Strotighgree (1) to Strongly agree (7).
The scale has two dimensions (Purpose and Busiasis and Emotional Link):
- Five items measured Purpose and Business Goals {esgtablished this business
because it better fits my personal life than wagkior someone else”);
- Four items measured Emotional Link (e.g., “I coesithis business an extension of
my personality”).
Even though both subscales were tested, only Emaidtlimk, considering three items

showed good reliability to proceed in the study.77).
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Group culture scale is a sub-scale of the OrganisatCulture Assessment Instrument
(OCAI) (Cameron & Quinn, 2011). Participants an®dea seven-point scale ranging from
Strongly disagree (1) to Strongly agree (7). This-scale has six itema=£.83), such as ‘The
organisation is a very personal place. It is likeeatended family. People seem to share a lot
of themselves.”

The HRM practices scale was built based on thera8tipes of managing people
(Pfeffer, 2005). Participants were asked to resptond three-point scale on whether the
practice was nonexistent/low, had an intermediatehigh presence in their firm. As an
example of the 13 items, “Please choose the offtmtrhappens, not what you wish to do/have
done, regarding each of the following people mamege practices: (1) Employees’
employment security.”

Performance is evaluated based on a subjectivep#ro of the owner: “How do you
evaluate the results you have been having?” Paatits answered on a six-point scale from
Very bad (1) to Excellent (6).

Accounting data were used to measure performartat(8t al., 2008) and follow the
HRM-performance link tradition (e.g., Huselid, 199%sing net income results and employee
growth. Net income is a more distant organisatioaatput of HRM practices than
productivity (sales per employee) (Huselid, 199&8nd et al., 2012). We chose this indicator
because, in the sector under study, some firmshaetlware in a more intensive way than
others. This increases the level of sales and dokesorrespond to actual income, since they
have very narrow profit margins when compared twises these firms provide.

The Salb? database provided information about the numbeenoployees and net
income. Performance indicators were employee grdetiveen 2012 and 2015 (number of
employees in 2015 minus number of employees in ROdr&d net income per employee
growth (net income per employee in 2015 minusmairne per employee in 2012). Appendix

E — Study 3- Questionnaire displays the complete questionnaire.

5.2.3. Data Analysis

To identify patterns in HRM practices a multiplerespondence analysis (MCA) was
performed. MCA is a multivariate method used talgtthe relationships between multiple

2 The Sabi database provides detailed informatioprivate held firms located in Portugal and Spdine
authorized access is available for research amustguto Politécnico do Porto staff and studentsictvis
the author’s of the thesis employer (Bureau vak,Dijd.).
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categorical variables (Carvalho, 2017; Greenadi@7 20liveira, Esteves, & Carvalho, 2015;
Ramos & Carvalho, 2011). As with standard principamponent analysis (PCA), MCA
defines orthogonal axes (dimensions), which indiziljuexplain part of the total variance
and reduces the multidimensionality of the inputad®ll the active variables are used to
define these (new) dimensions, and a discriminatieasure and a contribution are computed
for each. The most relevant active variables fahedimension are the ones that have the
highest discrimination contributions values (itkeghest explained variance (Bernardes, Silva,
Carvalho, Costa, & Pereira, 2014).

MCA provides a graphical display of the associaidretween all the multiple
categories into a subspace with the minimum nurabdimensions (axes or factors) possible
and, in particular, bi-dimensional graphs (RamosCérvalho, 2011). MCA also allows
identifying patterns, considering the privileged@sations between categories with larger
contributions to one or both dimensions by dispigythe geometric proximity of the
categories in the factorial plane (Silva, Carval®tyeira, Fialho, Soares & Jacinto, 2017).
These dimensions were then related to the perfaenarariables, both objective and
subjective.

Next, a cluster analysis was performed to clagsiigro-firms according to the main
patterns of HRM practices identified from the MCWBsing MCA object scores as input
variables, a hierarchical cluster analysis (HCAYhwiwo heuristics aggregation—ward
method and furthest neighbour method—was perforri€giA was suited by a k-means
algorithm and a typology of the 114 micro-firms wedsentified. Then the typology which
differentiates micro-firms against HRM practices swaegressed on several internal
organisational factors (predictors). To do that @tiple categorical regression (CATREG)
was used, as it was necessary to accommodate miksganetric variables with a categorical
dependent variable.

Statistical analyses were conducted using SPSBt&®23.0.
5.3. Results and Discussion
As refered previously, this study has two majorlgioto identify HRM practices

patterns and to characterise types of micro-firegarding the HRM practices usage, and, |

both cases, relate them to performance.
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In the next section we will adress the first abgepresenting data regardittge HTM
practices bundles andlating them to performance, and subsequentlydssthe results and
present the contribuitions. In the following suletsen we identify the HRM practices

taxonomy in micro-firms, and also, discuss andldisthe contribuitions of these findings.

5.3.1. Human Resources Management Practices BundiesMicro-Firms and
Performance

The MCA output revealed two distinct dimensionsjchhenable the conception of
two-dimensional patterns of HRM practices. Themismation measures underlined in Table
12 are associated with the variables that congilibe most to the definition of each
dimension. Only variable HRM 5 (wage amplitude) sla®t discriminate on the two

dimensions; all the other active variables disanabé on both dimensions.

Table 12 - Contribution of the active variables

Dimensions
1 2

Discrimination  Contribution Discrimination  Contribon

Active variables

HRM1 — Employment security .025 1.04 317 16.29
HRM2 — Selectivity in recruitment 130 5.48 .051 2.62
HRMS3 - High wages .096 4.06 .155 7.97
HRM4 — Incentive pay 092 3.88 .381 19.58
HRM5 — Wage amplitude .000 0.00 .026 1.35
HRM®6 — Training and skill development 393 16.57 .028 1.46
HRM7 — Cross-utilisation and cross-training -533 22.47 042 2.16
HRM8 — Information sharing 223 9.39 .055 281
HRM9 — Participation and empowerment ~ .356 15.02 116 5.98
HRM10 — Self-managed teams .026 1.09 263 13.54
HRM11 — Promotion from within .019 0.81 .267 13.73
HRM 12 — Symbolic egalitarianism 134 5.67 .030 1.57
HRM 13 — Employee ownership 344 14.52 213 10.94
Active Total 2.370 100.00 1.944 100.00
Inertia 0.182 0.150

Figure 10 displays the association of the activeabées with the two dimensions,
through their discrimination measure. Considerimg\tariables mainly associated with each
dimension they can be labelled as development ipesctand transactional practices,

respectively.
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Figure 10 - Discrimination of the active variableseach dimension
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Development practices focus on attracting and dgwe people; these include
training and skill development, participation amdp@werment, information-sharing, cross-
utilisation and cross-training and selectivity acruitment. Transactional practices concern
practices as in a commercial operation such aswages, incentive pay, promotion and job
security. Employee ownership is not a common pracmong these micro-firms (82.4% do

not have it), so it is not a discriminative issaeobnsider.

These dimensions are related to performance irerdiit ways.Results of the
categorical regression indicate that there is allseftect between HRM practices and
employee growth between 2012 and 2015, (F(2,111.674, p = .073, R= .046);
transactional practices contribute to predict éfffc= .200, p = .033) (Table 13 and Table
14).
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Table 13 — Categorical regression coefficients: Begent variable employee growth between
2012 and 2015

Coefficients

Standardised Coefficients
Bootstrap (1000)
Estimate of Std.

Beta Error df F Sig.
Development practices ,077 ,094 1 ,666 ,416
Transactional practices ,200 ,093 1 4,660 ,033

Criteria Variable: Employee growth between 2012 2885
Legend: Estimate of Std. Error- Estimate of Staddaror; df: Degrees of freedom; Sig.: Significance

Table 14 — Correlations and tolerance: Dependemiade employee growth between 2012
and 2015

Correlations and Tolerance
Correlations Tolerance

Zero- After Before
Order Partial Part ImportanceTl ransformatiom ransformation

Development practices076 ,078 ,077 ,127 1,000 1,000

Transactional practice200 ,201 ,200 ,873 1,000 1,000

Criteria Variable: Employee growth between 2012 2085

Transactional practice} (= .354, p = .000) are associated to micro-firmfgrenance
evaluation by their owners (F(2,111) = 9.529, p08,0R = .147) (Table 15 and Table 16).

Table 15 — Categorical regression coefficients: Bmgent variable owner's subjective
performance evaluation

Coefficients
Standardised Coefficients
Bootstrap
(1000) Estimat
Beta of Std. Error  df F Sig.
Development practices  ,145 ,085 1 2,903 ,091
Transactional practices ,354 ,092 1 14,801 ,000

136



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

Criteria Variable: Subjective performance evaluatio

Legend: Estimate of Std. Error- Estimate of Staddaror; df: Degrees of freedom; Sig.: Significance

Table 16 — Correlations and tolerance: Dependemialde owner's subjective performance
evaluation

Correlations and Tolerance

Correlations Tolerance

Zero- After Before

Order  Part ImportanceTl ransformatiorm ransformation
Development practices  ,145 ,145 ,143 1,000 1,000
Transactional practices ,354 ,354 ,857 1,000 1,000

Criteria Variable: Subjective performance evaluatio

Discussion and Contributions

The process of identifying the HRM practices coafagions started with the definition
of HRM practices patterns. Two dimensions emergédch we titledtransactional HRM
practicesanddevelopment HRM practices

This is supported by Huselid’s (1995) seminal sttdifre impact of human resources
management practices on turnover, productivity, andgoorate financial performance.”
Huselid, back in 1995, among the 816 firms withaaarage of 4,412 employees also found
two factors on the scale he developed based ae¢hiHRM practices: the employee skills
and organisational structures and employee motingpractices. Both the dimensions we
found and the factors of Huselid's (1995) scalecm#ie main HRM practices.

Analysing more recent work, the practices contaimeéach dimension moved us
towards the AMO framework definition: HRM practickst enhance employees’ abilities,
motivation and opportunity to perform (Appelbaumagt 2000; Gerhart, 2007; Jiang et al.,
2012). Thdaransactional HRM practicesefer to some of the motivation-enhancing prastice
while the dimensiordevelopment HRM practiceefer to abilities-enhancing features and
opportunity to perform practices. Jiang et al.&1) meta-analysis in large firms and Rauch
and Hatak's (2016) meta-analytic work in SME (firapsto 500 employees) also used this
paradigm as a starting point. In both meta-anajybesauthors used the framework to analyse
data and discuss the results. In fact, more relsearrequired to validate the AMO model
(Marin-Garcia & Tomas, 2016). On the one hand, éh¥8o dimensions challenge the
established three HRM practices bundles suppop@rprmance in the HRM literature. On
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the other hand, our two dimensions derive fromrapigcal analysis, rather than a theoretical
one, on which the three-dimensional AMO framewarbased. Meuer (2017) also uses this
framework to categorise the high-performance waykipractices. He explains the
complementarities within these practices, but does confirm the three dimensions
empirically, nor does he use them to explain figdin

This result introduces the empirical argument tH&M practices are probably
organised the same way in smaller and bigger fieasye had seen in a seminal work more
than 20 years old (Huselid, 1995). The impact theMHpractices may have, their
sophistication or the way they are used, might ibierdnt. Nevertheless, there is some
empirical evidence that points to an HRM practibedimensional structure, which future
studies should pursue.

Analysing the relationship of these dimensions vpignformance, we found that, on
our sample, only théransactional HRMpracticesrelate to firm performance indicators,
namely with employment growth between 2012 and 2848 with owner’'s subjective
performance evaluation, not actual net income dgnowt

Employment growth is an organisational output cpiteally connected to HRM
practices: They are both about people in their plaide (Rauch et al., 2005). Firms which
want to grow employee numbers (and that was 86%hetample) will probably invest in
their employees through HRM practices. If they onbnted to increase sales, theoretically,
they could use strategies other than human reso(iRaich et al., 2005).

The theory underlying HRM practices’ influence @rfprmance advocates the use of
intermediate variables (e.g., Huselid, 1995). HRMcfices have a direct influence on
employees’ knowledge, skills, and abilities, empomg and motivating them to perform
better. That is, increasing productivity (sales @eployee) is the intermediate variable that
will impact firm performance (B. E. Becker & Hus#li1998; Sels et al., 2006). In our study,
we decided to use a more distal outcome, a finaresalt (net income per employee) due to
specificities of the business sector of the sample.

The period of our study (2012-2015) correspondsyears of increased ERP
(Enterprise Resource Planning) systems activity ateindue to constant new legislation
regarding employment and commercial taxes and lalwsse were in context of economic
and political pressures related to the heavy firsmrcisis the country was facing. During this
period Portugal was one of the OECD countries Withlargest growth rates in using ERP

(OECD, 2015, see figure p. 135). Firms had to etttnew and the most talented employees,
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to face the market need for services in their figfldbusiness. Consequently, they tended to
value more transactional practices, rather thareldpment, due to the immediate market
demand on services in this field. In doing so, @éasing the number of employees, even if
increasing sales and profits, the average net ircoften did not grow at the same pace as
employment for all the firms. Therefore, employmegndwth is one of the organisational
outcome variables more likely to be influenced b¥RMH practices, specifically, the
transactional practices (Rauch et al., 2005). Tdreog of our study, had a very high level of
unemployment in the general population, which watsso evident on this economic sector.

In the HRM practices-performance link literatureme studies use objective data to
measure performance (e.g., Huselid, 1995; Seld.ef@06), but many academics use
subjective measures. Each study defines its pedioca indicators, and the participants are
asked to compare their firm’s performance with cetiiprs using a Likert scale (e.g.,
Sheehan, 2013), or indicate their growth percent{agg, Messersmith & Wales, 2013).
Subjective performance evaluation is backed by Wadll.'s (2004) findings on the validity
of perceptual indicators.

In this study, besides the objective measures @mpnt growth and financial
performance), answering the SME literature call,deeided to consider the idiosyncratic
perspective of the business owner. The level ao$fsation with business accomplishments
concerning sales or assets is different for eacheol.umpkin & Dess, 1996; Thorpe &
Clarke, 2008). Thus our subjective measure of perdnce is the level of organisational
performance perception. The use of transactiond\lhRactices is associated with a higher
level of organisational performance perception.réfee, owners who pay higher than their
competitors’ pay incentives, promote their empla@yeprovide job security and have
autonomous people working as a team evaluatefthras as having better results.

Studies that explore the link between HRM practaed organisational performance
report a significative relation: bigger or smalldirect or mediated. Usually, HRM practices
are measured with an intensity index (e.g., Messiéins& Wales, 2013; Sels et al., 2006;
Sheehan, 2013). The few studies using individuaVHRRactices are the ones who pursue the
configurational approach and therefore define trespective sets of HRM bundles, which,
of course, do not match completely. They also regifierent findings. For example, in the
European Union context, based on the CRANET quasdioe, Stavrou and Brewster (2005)
presented 15 clusters, among them group-bonus &umairit-pay bundle and career bundle,

none of which was significantly related to perfonoe. Meuer (2017), studying 530 United
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Kingdom for-profit firms with an average of 296 doyees, found four HRM bundles
including an incentive-based one; All were relatedheir firm’s performance. The meta-
analysis performed in SME studies relating HRM pcas to performance by Rauch and
Hatak (2016) indicated that the motivation-enhaggimactices, which are parallel to the
transactional practices in our study, were nongsortant as other (opportunity-enhancing)
practices in the SME context. Regardless of thigstitaal methodology or objective that led
to the definition of HRM practices patterns, theses always at least one of them that related
to the transactional practices. We also know tratous HRM practices have different

relations to different organisational results, éonpirically this is not always confirmed.

5.3.2. Human Resources Management Practices Taxongnm Micro-firms

From the intersection of the MCA dimensions, theotogical configuration of the
HRM practices showed two patterns. In turn, clustealysis allowed the definition of the
types of micro-firms associated with those patt¢se® Figure 11).

The micro-firms’ clusters grow in HRM practices bagtication. The lower
sophisticated group (Cluster 2) represents 43.98%eofirms which exhibit, significantly, the
lowest intensity of HRM practices. They have thasteleveloped HR systems when compared
to the other groups. This group’s characteristicduide the most controlling practices (not
giving or giving little autonomy to the employeeahd also not paying incentives or
promoting. This type of firm does not invest inith@mployees’ level of ability, motivation
or opportunity, which are the key aspects of higéslvement HR practices (Boselie et al.,
2005). As Lacoursiére and colleagues (2008), weedathe HRM practices in these firms
“low-involvement HRM practices.”

The second group (Cluster 1), represents only 1m5%e sample’s firms and is
associated with HR practices’ medium intensitys,Ito a certain extent, halfway between the
two other firms’ profiles. These firms have mosagirces that aim to enhance employees’
abilities, motivation, as well as opportunity tovdp themselves and the firm, which occurs
at an intermediate level. We named this HRM prastigroup “intermediate-involvement
HRM practices.”

The most sophisticated type of micro-firm, regagdiiRM practices (Cluster 3,
45.6%) includes firms that bring up all HRM praesaconsidered in this study, with a higher
intensity. They apply not only the more transadigsractices such as paying higher than the

market, paying incentives, and giving autonomyhe employees, but also development
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practices. These include exigent recruitment pE®straining, information sharing, job
participation and ownership sharing. Following #teategic HRM literature, we called this

group of firms HRM practices “high-involvement wqpkactices” (Lacoursiére et al., 2008).

Figure 11 - Topological configuration of the HRM ptiaes and micro-firms’ clusters
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Dimension 1 - Development HRM practices

Having defined the HRM practices used in micro-firitgs important to compare
those types (clusters, as a criteria variable) witler internal organisational factors associated
with firm performance to understand the organiseticontexts and management styles in
each case (predictors). Table 17 shows the regresssults and other descriptive data, that
enables a better characterisation of the clusters.

The firm owner of the group of companies that adihetlow-involvement HRM
practicesscores lower regarding the entrepreneurial pakditnensions (EPAI scale). Those
business owners that use more controlling HRM prestseem to lack social competencies
related to communication, persuading others arabbkshing social networks. These owners
also score low on management competencies asgstratision and ability to mobilise
resources. They manage their staff in a family-ileg/, but in a lower degree than other types
of micro-firms. Such owners are less proactive, aotl as emotionally linked to their
businesses as other firm owners. They mostly etathair firms’ performance as “fair.”
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The firm owners of the group of companies that addprmediate-high-involvement
HRM practicesscore low regarding the entrepreneurial potentiaensions (EPAI scale),
namely, entrepreneurial motivation, psychologicabmpetencies and management
competencies. Their best entrepreneurial potefgi@lre are their social competencies. The
owner profile seems to be congruent with their Barepreneurial orientation regarding low
innovation and risk-taking attitudes. They mandgartstaff in a family-like way, but in a
lower degree than other types of micro-firms. Thigse owners evaluate their firms’ results
mostly as “good,” but some of them refer to tharfprmance as “fair.”

Micro-firms whose owners usegh-involvemenivork practicesare also the ones with
better entrepreneurial potential profile scoreshwll entrepreneurial orientation dimensions’
higher than the other micro-firm owner's types. yihéso are the ones who value the most
their staff's opinions and run their business faraily-like manner. They are also emotionally
linked to their firm and evaluate better their fanperformance, mostly as “good,” but also

as “very good.”
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Table 17- Clusters’ characterisation

Clusters
“Intermediate- “Low-Involvement “High-Involvement
Involvement Work Work Practices” Work Practices”
Practices” (Type 2) (Type 3)
(Type 1)
N=12 (10.5%) N=47 (41.2%) N=52 (45.6%)
| Organisational Variables
Firm owners’ characteristics
Education 42% Secondary school; 34% Secondary school; 35% Secondary school;
33% Bachelor’s degree = 48% Bachelor's degree = 48% Bachelor's degree
Managerial 97% intends to grow 86% intends to grow 90% intendgrow
intentions/ Intentions
to grow
Perspective of the 67% Hardware and44% Hardware and48% Hardware and
business software supplier and software supplier andsoftware supplier an
related services related services related services
Entrepreneurial Higher than Type 1
Motivation (B =.216; p=.015)
M=3.9 (.460)
Social Competencies Higher than Type 2
B=.231/p=.018
M=4.0 (.528)
Psychological Lower than type 2 and 3
Competencies (B=.270; p=.001)
M=3.6 (.420)
Management Higher than Types 1 & 2
Competencies (B =.313; p =.000)

M=3.947 (.460)

Other issues firm owners’ managerial posture

Entrepreneurial Higher than Type 1

Orientation: (B=.277;, p =.002)

Innovation M=5.35 (1.20)

Entrepreneurial Higher than Type 2

Orientation: (B=.272; p =.005)

Proactivity M=4.97 (1.21)

Entrepreneurial Lower than type 2 and 3

Orientation: (B =.209; p=.042)

Risk-taking M=2.94 (0.63)

Small Business Higher than Type 2

Orientation: (B =.248; p=.024)

Emotional Link M=5.86 (.898)

Clan Culture Higher than Types 1 & 2
(B=.291; p=.001)
M=6,37 (.68)

Performance

Number of employees M=1.08 (1.62) M=.86 (1.69) M=1.23 (2.20)

growth 2012-2015

Average net income M=588,15€ (3333,47€)  M=172,52€ (3877,24€)  M=63,p4%79,07€)
growth 2012-2015

Dy

Firms with positive 50.0% 60.0% 63.5%

growth

Minimum / Maximum | -2.802,33€ / 9.074,52€ -10.86E6V.943,17€ | -18.018,67€/8.832,17
Average net income M=3.710,04€ M=874,18€ (2.192,25€) M=3.227,62€
between 2012-2015 @ (7.754,88€) (4.348,42¢€)

Subjective 33% Fair 51.1% Fair 47.9% Good
performance 41.7% Good 38.3% Good 27.1% Very good

Legend: M — Mean
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Discussion and Contributions

After defining the HRM practices patterns, we idiged the three clusters that
aggregate types of micro-firms according to thelRNH practices: low-involvement HRM
practices, intermediate-involvement HRM practiced high-involvement HRM practices.

The three clusters show a hybrid configuratiorbath HRM practices bundles; all
three exhibit sets of HRM practices of both tratisa@al and development bundles. This
hybrid nature of management implementation prastice coherent with the systemic
paradigm of configurations theory, in which comg@noperate to find their balance (Doty et
al., 1993; Messeghem & Pierson, 2003). The wayaricms manage their employees is an
interaction of several factors including environmebusiness strategy, and managers’
personality and behaviours concerning the employ&eppeck & Militello, 2000).
Considering micro-firms are owner-centred, and sdviaternal factors contribute to the
organisational dynamics, this study also adds @olitarature measuring internal intangible
factors related to the owner. Both internal resesiftiuman capital, owner’s characteristics)
and management practices (entrepreneurial orientagsmall business orientation, and
organisational culture) are measured and analydative to HRM practices configurations.
The managing style emerges from the interactidhege factors in a spontaneous, rather than
a planned, manner. It is important for firm ownier&now their position in the configurations,
to understand their practices more comprehensvelyjlearn what they can do better.

The clusters we identified translate the levelssgphistication in HRM practices
usage, that is, the degree to which they are applienicro-firms. Our findings are parallel
to those of (Lacoursiere et al., 2008). Examiniii§ Canadian manufacturing firms from 20
to 249 employees (median 50 employees), thesemsutbtained identical results: traditional-
low-involvement HRM practices, functional-high-invement HRM practices and high-
involvement HRM practices.

In our study, the owner characteristics and theanagement style are the internal
organisational characteristics that differentidte three groups of firms. As firm-owners’
entrepreneurial potential competencies and entnepreal orientation style increases, they
use HRM practices at higher levels of sophisticatMe know from the literature that the
smaller the firm, the stronger the effect of thee&preneur's personality-related characteristics
and consequent behaviour (Jaouen & Lasch, 201%s MiPawson, 2012). In the literature,

the owner’s level of education is also considemdgortant factor (Lacoursiere et al., 2008;
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Rauch & Hatak, 2016). However, as our sample wasyealified (over 60% have a bachelor
degree, MBA or post-graduate training), possible do the business sector under study,
differences in the results were more associateld pgtsonal characteristics and management
styles.

The number of employees was also associated withdédgree of HRM practices
sophistication (Lacoursiére et al., 2008). In dudg, however, the differences between firm
groups were not so evident.

There were no statistically significant differenaegarding performance indicators
(employee growth, average net income growth oresativie performance evaluation), which
means that micro-firms, even if using different mg@ment styles regarding HRM, do not
have statistical different performance results.

We find that these results may be supported, onottee hand, by the equifinality
assumption of the configurational approach thatetfege numerous organisational ways to
succeed (Doty et al., 1993). That is the basicmatif configurations: there are more than one
“best way.” Moreover, also based on the naturéefdonfigurational approach, is the notion
that the effects of each practice are not as stramggroups of practices combined
accomplishing virtuous overlaps of core and penigh&lRM practices (Chadwick, 2010;
Meuer, 2017). In this study, apparently, if there anough transactional HRM practices
among the set, the development practices will teegucceed but are not the core ones.

This study adds to the micro-firm literature in HRidllowing the literature’s
methodological suggestions. We define the configuma based on empirical data,
developing the presented configurations rather idensg known configurations in the
literature (as AMO framework), as also recommended valued in the literature (Meuer,
2017; Subramony, 2009). We focus on a specificosgttte ERP business sector. We also
controlled the macroeconomic context and indusisy/they have a direct effect on firm
performance (Johan Wiklund et al., 2009). This fo@important, as there are not many
studies in micro-firms, and a confined empiricgbiagach is a methodologically more rigorous
way to perform the research (Dess et al., 19930 Ah the study of HRM practices, it is a
requested approach because it controls contexdctalrs that may influence the effectiveness
of HR practices (Meuer, 2017). Moreover, the cotradion in just one business sector is a
common procedure when using the configurationateggh, as Short et al. (2008) identified

in their literature review.
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Another feature to be considered, as pointed o@Hxyrt and co-workers (2008), is the
longitudinal approach(Short et al., 2008)(Shoralet 2008)(Short et al., 2008)(Short et al.,
2008). We considered the growth related to a défpeiod, allowing for a time lag to occur.
It is a post-predictive approactmeasuring HRM practices after the organisational
performance measure) type of causality study, &sateby(P. Wright et al., 2005). This
approach afforded time for the human resourceegjred to have an impact; moreover, with
this procedure, we valued a relative measure,mabaolute one. Within this framework each
firm was compared to itself, enabling an understandf the impact on the performance of
their own HRM practices.(Ait Razouk, 2011), whodséd French SME based on data
collected in 1998 and 2005, found that the HRM ficas-performance link resists temporal
periods. The author posited that HRM practices c¢ahus predict present and future

performances.

5.4. Limitations and Future Research

This study contributes to the development of redeanto the micro-firm type of
business, as well as the specific field of HRM. ldwer, it has several limitations. First, only
one business sector was studied. This characteresti be considered a downside, because of
the low representability of the broader businesgexd. However, the results may be useful
beyond this specific industry, as they are morelpéd than if a mixture of business sectors
was studied, even if using a larger sample. Seatredsample size did not allow for more
definitive conclusions, even in the business setiiat received our focus. Third, only a
limited number of questions regarding HRM practiwwese posed. Fourth, performance, when
relating to HRM practices’ influence, considersesaVintermediate indicators (which in turn
are related to various practices). Future studiesicro-firms should also contemplate those

intermediate indicators (e.g., productivity, tureoMnnovation, quality).
5.5. Conclusions
We designed this study to improve knowledge on HP¥ectices in micro-firms,

characterising their usage patterns, analysirrgligionship with other internal organisational

variables and relating them to performance.
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This study answers the literature’s request foremmnfigurational research in the
HRM field (Short et al., 2008), namely examiningofi configurations of firms differ in
regards to human resource practices” (p. 1068). dateded to use the configurational
approach because it captures the business scémanging a set of variables that interact
with each other. Moreover, it is considered impatrta study and theorise about both HRM
(Delery & Doty, 1996) and the entrepreneurial settfLumpkin & Dess, 1996) into which
the micro-firms are commonly integrated.

We contribute to the micro-firm business field tafdy by identifying, on the one hand,
the HRM practices patterns, and on the other, garditions that represent the types of HRM
practices used in micro-firms. We add to the HRigr&ture by identifying the HRM bundles
most related to firm success. The empirical stadgaled two main HRM practices bundles:
the transactional and the developmental. Only thesictional dimension is related to
organisational performance (in both employee grovehd subjective performance
evaluation). The HRM practices related to high veagbonus payment, career and
autonomous work were the ones that had a betteadmpegarding those performance
indicators.

To understand which of the HRM practices micro-8rmse, based on those two
dimensions, we found three types of micro-firm® kbw-, the intermediate- and the high-
involvement HRM practices users. The three typefrmis use HRM practices in different
degrees and at various levels of sophistication. feved that none of the three types is
significantly more associated than others with peeformance indicators we considered.
Following the configurational perspective, the rseetion of both transactional and
developmental practices were found to be equateceve.

We also found that what differentiates a firm'setygd HRM practices usage are the
owner entrepreneurial characteristics and managersigite. The more entrepreneurial
potential competencies the owner possesses, the maishe: engages in proactivity,
innovation and risk-taking activities; feels inveti/in the business and treats employees as
family and develops their abilities; and uses HRislcfices (and to a higher degree).

This study performance data refers to the sevesaaguic and financial crisis period
experienced by Portugal. At that time, to facermaéional demands, a great deal of control
and changes in procedures dictated an increasémriation technology and communication
software production. These circumstances determinadthe most effective management

practices, positioning firms to respond to the retisk needs effectively, would be the
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transactional practices. We used the post-pre@iepproach to measure the effects of HRM
practices (Wright et al., 2005). We also contriblute micro-firms literature, introducing
HRM practices patterns and types based on empdatal, linking owner characteristics and
their way of managing.

For the ERP-selling firms and software houses phaainer with them, we begin to fill
the gap about which are the HRM practices bundie= reffective for micro-firms’ success,
and which are the characteristics and managemgles sif their owners. The study thus
provides important information for initial and ongg training.

Further qualitative and quantitative studies showldestigate micro-firms’ HRM
practices namely regarding other periods to battderstand the importance of the sector and

macroeconomic contextual factors.
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GENERAL CONCLUSIONS
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General conclusions

Micro-firms are the most numerous type of firms ldaside, and regarding HRM and
people management this is an understudied orgamshtontext. These firms represent 90%
of enterprises worldwide (OECD, 2017b). In Portugal015 they represented 96.2% of the
enterprises in the country, they employ 46.4% ef dlotive population, and they represent
21.9% of gross national product, a little more thiarall and medium-sized firms (INE, 2017).

Research on smaller firms’ HRM has been increasisgecifically in the
entrepreneurship literature relating it to growtkagson & Barrett, 2006) and to the owner’s
human capital (Rauch et al., 2005). Research regaHRM in smaller firms’ also has been
increasing in the HRM literature: relating it tafemance (Sheehan, 2013), to organisational
culture (Patel & Cardon, 2010), to entreprenewtantation (Messersmith & Wales, 2013),
among other organisational variables. However, rafrteese studies refers to micro firms.
In the French context, there seems to be an ondimegf research on very small firms (up
to 20 employees) (e.g., Jaouen & Tessier, 2009eftleeless, these are not exactly micro-
firms. Thus, research on this type of firm is vecarce.

To be able to compare results, and acquire sonuabiad and useful information about
this understudied group of firms, we focus on ofdhe subsectors of Information and
Communication Technology (ICT): ERP selling and sadting firms. ERP programs are
systems that enable information flow across alldghterprise’s functions (Shaul & Tauber,
2013). The amount of economic activity associated thiis sector in Portugal increased more
than 20% between 2008 and 2015 (INE, 2016). Redurlas in this business sector are
replacing the one-individual firrffls(more than 30% increase), which means employinggmo
people (INE, 2014, 2017). However, the value rdtesayvices, during the same period,
decreased both in one-individual type of firms #melregular firms. The participants in this
project are (regular) firms selling ERP softwar@.@86, more than one brand) and doing
connected consulting services, and therefore carmpdhe same market. The firms studied
have from three up to ten employees. A samplethéke characteristics allows having a good
degree of possibility of the results being dueht® drganisational variables and analysis we
are making, rather than other contextual varialjgeg., Lumpkin & Dess, 1996). We
performed three studies. The two initial studiesenvaultiple case-studies, with data gathered

in two different time-periods, and finally we cortied a study based on quantitative data. All

30 One-individual-firm is a type of firm that has grine employee, the owner.
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studies analysed organisational performance in-lagged periods. To study HRM we used
Pfeffer’'s (2005) thirteen practicésWe selected this list because: (1) it is a compratice
for measuring HRM practices in smaller firms usprgctices that derive from larger firms,
(2) this list includes practices that are adeqt@téhe type of management in very small and

flexible firms, and (3) it does not include praesdahat should not apply to micro-firms.

Main theoretical contributions

Our project is grounded in a resource-based viefirmok that attempts to understand
HRM practices’ relation to micro-firms’ competitiaglvantage (Barney, 1991).

We began exploring the HRM-performance link in raifirms with a qualitative, in-
depth approach to two micro-firms in the regiornhe second largest Portuguese city. To be
able to compare the case studies, we used a largbar of variables referenced in both the
HRM practices and entrepreneurship literature wiggrthe human element of the firm,
namely entrepreneurial characteristics and maragsyles (EO and SBO). We collected
data from both owners and their employees at tiferént times. In 2010, the objective was
to get to know the organisational dynamics of ilhmg, and HRM practices were surveyed.
In 2012, updates on the recent history of the fiamg of HRM practices employed, were
made, and we characterised the owners’ entreprahéxaits and management styles. We
analysed organisational performance indicatorseaieg the period from 2008 to 2011. This
longitudinal approach is in pace with what is besgked by both the literature in the
entrepreneurial and the HRM fields.

We started with a general research questioow do HRM practices relate to
performance in micro-firms?

The main findings pointed to some specific featuwesiicro-firms, compared to what
happens in larger firms. The firm owner who haighy higher HRM practices score does
not have the best performance results. Throughy#aes, the performance of this firm
increased. The owners’ HRM practices are similameny ways, although there are some

important distinctions between them.

31 The practices are: employment security, recruitnsefectivity, high compensation, incentive pay, tyee
ownership, information sharing, participation angpewerment, self-managed teams, training and dpredaot,
cross-utilisation and training, symbolic egalitaitan, wage compression, and promotions from witHine
practices are detailed in Appendix B.
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One difference is the source of recruiting. Theafihat performs better recruits qualified
personnel from the software house academy, whd@ther firm recruits from universities or
vocational courses. Secondly, the way they orgam@s& is also different. Newcomers in the
first firm, as they are more qualified from thergtare given more autonomy regarding the
way they perform in their work. The second firmchese they incorporate inexperienced
people in the firm, they have to train them intdsnavhich is time-consuming and can result
in delays in responding to clients’ needs. The sédom did not perform as well as the first
one. The other issue on which they differ is infation sharing and cross-training. This
difference is in part a consequence of the qualifbtms and level of autonomy of the people
who are hired, on the one hand, and the extenbichwan autonomy-giving sort of managerial
style is employed, on the other. The approach qbi@ng qualified staff in the market and
allowing them to work autonomously (for examplet, setting programming rules) rather than
training internally and defining technical oriemtais had better organisational performance
results. Teaching trainees to deliver their work itertain manner takes time and supervisory
effort and takes time away from other tasks. Gitrenlimited human resources available, it
may work better to not guide or control the emp@gevay of working. The first firm, which
performed better, has fewer employees, and thusgtiog from within doesn’t make much
sense in such a small business, while in the sefondbeing larger makes promoting from
within a possible HRM practice.

Larger firms’ experience in business is also faabie to performance. Although the
number of years in business was not very diffelmttveen the firms in this study, it was
enough for one of the firms to get more customarshe first set of “golden years” of
information systems (the passage of the millenniamnd, the currency change in Portugal in
2002).

The first study allowed for answering another reseauestion. Going further in the
HRM practices-performance link study in micro-firnvge introduced owner characteristics
into the equationhow are firm owners’ characteristics and managesigles related to HRM
practices and firm performance?

Regarding the relation between owners’ manageri&ntation (entrepreneurial
orientation, EO and small-business orientation, 5&@l performance, in the crisis scenario,
we first noticed that SBO was similar in both ovg)dhe difference was in EO style. We

argued that these findings point to Runyan et gR808) distinction between the two

153



HRM Practices in Micro-firms in the ERP Selling a@dnsulting Sector

constructs. Based on this promising idea, we faidwhrough with this distinction in the next
stage of our project.

Findings at this stage suggested that a higherse8dociated with better performance
in a turbulent environment, while a lower EO isasated with better performance in a more
stable economic environment. Although there is eva# of a relation between EO and better
organisational performance (Rauch et al.,, 200@eneresearch has shown that it is not a
general relationship that extends to an economsiscsituation. Specifically, the findings
seem to support contingency theory in relatingitim@vation and proactivity dimensions to
positive results and risk-taking to negative resurtturbulent times (Covin & Slevin, 1989a,;
Kraus et al., 2012).

In terms of the relation of the owners’ managessjlle with HRM practices and
performance, we found that the owner with highdregmeneurial competencies and higher
EO is also the one who wants to grow and the oreimrests more in people. He hires junior
gualified but inexperienced employees, and thusmptes internal cross-training and
information sharing and has a more relational watét towards employees, and promotes
interaction among them. We categorised his wayariaging people as “relational”.

The owner with lower entrepreneurial potential doder EO hires senior and
experienced people (with higher human capital),mmites a more individualistic and
autonomous way of working, and does not encouragesmation sharing or cross-training
as a general matter. Thus, he has a “distant” Wawamaging people. Yet even though his
firm had a lower HRM practices score, and a lowexel of entrepreneurial managerial
behaviour, it is the better performing of the twans, which is inconsistent with what has
been found in the literature concerning large firms

The second study concerns the relation of HRM mrestwvith the organisational culture
and performance. There is an abundance of resaasdtiating each of these organisational
variables with firm performance. Research that eremthe combined impact of the two
together, and their relation to performance, is en@re, but pertinent, since the existing
studies point to a mutually reinforcing effect. \d@lected broad and in-depth data from both
owners and their employees, we were at the preroisiae firms, getting direct information
about their organisational dynamics, and also ctdtt secondary data regarding three
dimensions of firm performance. Data collectionk@tace at two different times, initially to
learn about the firms’ history and management dyognincluding HRM practices (2010-

2011), and at the second time (2013) to colleconbt information about the recent evolution
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of firm dynamics, but also about organisationatun@ and employee-based information about
performance indicators (organisational effectivepesio study culture, we used the

competing values framework (CVF), a widely studaedi known model among academics
and practitioners that comprises four types ofureh: clan (or group) culture, adhocracy (or
development) culture, market (or rational) cultumed hierarchy (or rule-following) culture.

We developed this study with a twofold objectiwex wanted to understatnw HRM
practices are associated with culture typasd thenhow these two organisational variables
were related to micro-firm performance

Findings pointed to some propositions associatifiMHpractices, culture types and
firm performance. Clan culture appears to be adtesnent in the best performing firms, and
that happens regardless of the nature and inteosHRM practices. There is, however, an
HRM practice that seems to be more influentialemto/e pay. Whether structured based on
known goals or distributed on and hocbasis, incentive pay is related to better perforcea
as long as firms take care not to use exclusiviesalhchy and market types of cultures. Still,
when the goal orientation practice is embeddednpleyees, in a way that they report market
culture among the primary organisational cultupes; they also report lower job satisfaction
(an organisational effectiveness measure).

Our findings regarding the association between HRfsctices and culture point
towards the importance of analysing both variabkethe same time, because we can better
understand their effects on performance. Basedata fdom this study, it seems that HRM
practices and corporate culture do not interaahiyspecific way. Culture may precede HRM
practice (clan culture’s effect on performance a@ppeo occur regardless of HRM practices),
and HRM practices may stimulate the developmena akrtain culture (goal orientation
regarding incentive pay encourages developmennadirket culture among employees).

This study’s results show specific features of wmHitrms concerning their HRM
practices, corporate culture, and performanceirAssfdevelop, even while still remaining at
or below ten workers in size, owners report thatrdnchy culture (definitions and
standardising procedures and rules) appears arhergitnary types of culture in their firms.
This finding is divergent from the presumptiontie fiterature on large firms that this type of
culture happens as the firms gets bigger. Regamdingp-firms, it seems to happen as firms
get older.

Another finding that emerges from these studiesmicfo-firms is that when studying

HRM practices, it appears to be more valid to $etocbundles of practices, pursuing a more
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finely grained analysis, than to measure the nurabpractices and their intensity, which is
the mainstream approach. Another finding that ssiggéhe validity of a configurational
perspective is the fact that there appear to beeddRM practices with more impact on firm
performance than others (e.g., incentive pay).

The final study in our project follows the configtional literature. This selection is
based upon our findings in the previous studied,iaralso asked for by the HRM field and
the entrepreneurship literature, as well as bysthall firm studies: there are sets of HRM
practices and firm owners’ characteristics thatknogether, getting sometimes the same and
sometimes different results. We then asked twogeneral questions: (What are the HRM
practices patterns used by micro-firm@) How do they relate to firm performance?

To answer these questions, we collected informaffom a national sample of
business owners of ERP selling and consulting rificnes. We identified two main HRM
practices bundles, transactional (e.g., incentiay, phigh wages, job security), and
developmental (e.g., participation and empowernmsgigctivity in recruitment, training and
skill development). These findings, on the one hamdsent empirical evidence that HRM
practices in micro-firms are probably organised shene way as in large firms (Huselid,
1995). On the other hand, our findings call intesfton the three-dimensional view of HRM
practices proposed by the AMO framework (Appelbairal., 2000).

We also found that only the transactional dimens®nelated to organisational
performance, as assessed by employee growth ajetswbe performance evaluations. The
growth indicator follows the national data of emptent growth in this specific subsector
(INE, 2017), which was due to the intensificatidrihee need for ERP systems resulting from
new legislation concerning the economic crisishi@a tountry. The HRM practices involved
are congruent with keeping pace with the demandseofnarket: there is neither time to train
staff nor enough internal resources to meet theateis

We identified three types of firms regarding HRMagtices in different degrees and
level of sophistication: traditional-low-involvemerHRM practices, functional-high-
involvement work practices, and high-involvementrkvgractices. These findings are
congruent with another study conducted in SME (uasiere et al., 2008), which bring us
again to the patterns of bigger firms.

Findings indicate that what differentiates the fanypes of HRM practices usage is

the owner's entrepreneurial characteristics, andchagement style: the higher their
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entrepreneurial competencies and orientation, tbeernthey use HRM practices and to a

higher degree.

All three types of firms seem to have the same fperformance; there are no

significant differences among them. Two charadiiessof the configurational approach can
explain this result. The general characteristicaffigurations is the equifinality assumption
that states that there are many ways to succeedsgécific characteristic of configurations

applied to HRM systems is the virtuous circle af thverlapping effect of several practices

working together, which have a stronger influeneenalividuals, which in turn will influence

organisational outcomes.

Table 18 presents a summary of the main reseamettiquns and main theoretical and

empirical contributions of this thesis.

Table 18 - Summary of empirical studies and results

Empirical studies Main research question

Main contibutions

Study 1 — The HRM | (1) How do HRM practices
practices-performance relate to performance in
link incorporating the micro-firms?
firm owner: Case-

studies in micro-firms

(2) How are firm owners
characteristics and
managerial styles
associated with HRM
practices and
performance?

We found that more individualistic and
autonomous ways of working showed bette
performance results than relational HRM
practices;

Previous technical experience, autonomy,
scarce cross-training work better on firm
performance than internal training and
development;

Firm experience in business (age) and hirin
qualified staff are critical factors for succes

A higher EO is associated with better
performance results in a turbulent
environment

A lower EO is associated with better
performance results in a stable economy
higher EO, and entrepreneurial competenc
are associated with a higher level of HRM
practice activities: investing in people, hirin
junior people, internal cross-training,
information sharing and a more relational
posture between owner and employees
lower EO, and lower entrepreneurial profi
is associated with hiring senior a
experienced people (with higher hum
capital), promoting a more individualistic a
autonomous way of working, not promoti
information sharing or cross-training as

=

and

es,

e,
nd
an
nd
g
a

general procedure

1
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Empirical studies Main research question Main theoetical contributions

Study 2 — The relation| (1) How are HRM practices | - It is important to analyse both variables

of HRM practices, associated with culture types? simultaneously, because we can better

culture and micro- understand their effects on performance

- It seems that HRM practices and corporate
culture do not interact in any specific
direction

firms’ performance: a
multiple case-study

approach (2) How are HRM practices

and culture types related to | - Clan culture perception by both owners

firm performance? and employees is associated with best
performing firms, regardless of the HRM
practices and their intensity of use

- Incentive pay, whether structuredamt
hoc,seems to be the most influential HRM
practice on good micro-firm performance
however, it is important not to exclusivel
use hierarchy and market types of cultur
when providing incentive pay.

- Goal orientation as an HRM practice is
embedded in employees’ way of working,
in such a way that they report market
culture, it affects job satisfaction (an
organisational effectiveness measure)
negatively.

Study 3 - A (1) Which HRM practices do Two main HRM practices bundles, the

configurational micro-firms use? How do they transactional and the developmental

approach to human relate to firm performance? |- Only the_tra_nsactlonal dimension is related
to organisational performance: employee
growth and subjective performance

! evaluation

firms - There are three types of firms regarding

HRM practices usage in different degrees
and level of sophistication

- None of the three types is significantly

(2) What types of micro-firms| more associated than others with

=<

resource management
practices in micro-

are there, regarding HRM performance
practices usage? How do they What differentiates the firms’ types of
relate to firm performance? HRM practice usage is the owner’s

entrepreneurial characteristics and
management style: the higher
entrepreneurial competencies and
orientation, the more owners use HRM
practices.

Main Empirical Contributions

This thesis is a pioneering examination of speaifiormation on managing people and
its relation to performance and owners’ charadiesasn micro-firms in Portugal. It fosters
knowledge about how micro-firm owners manage peaptehow the ones whose businesses
thrive do it. Achieving an understanding of thesstaers can have a positive impact on micro-

business, and its region’s economies.
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Micro-firm managers and academic programmes in n@ssi management and
entrepreneurship, regarding the micro-firms, shobkl aware of the importance of
transactional and motivational HRM practices toliayement of performance. More specific
contributions from this thesis are the importantecentive pay and clan culture’s positive
impacts on firm performance. Owners should alsaware that different ways of managing
people may lead to similar results, such as formge hiring already trained staff or training
them on the on-boarding process - regardless afippeoach, ultimately they all obtain the
necessary qualifications to perform well.

This thesis supports well known entrepreneurialditure on firm growth (Davidsson
et al., 2009), which posits that business owneailshget a sustainable advantage before
growing.

Regarding policy decisions, the different resukkgarding micro-firms, and the
continuous efforts academia makes on developingarel suggest that European, national
and regional strategies should be implemented tivate owners to continue their learning

process and to help them improve their businesses.

Suggestions for future research

What motivated this project was the fact that tlisneommon type of firm worldwide
— micro-firms — is rarely studied, and thereforgraat deal is unknown about them. Most
classifications include micro-firms in the SME gpoaf firms. However, the literature on
SME and even specifically on small firms disregafidss with 10 or fewer employees.
Therefore, there is an entire business contextptoee.

Our initial interest was in how people are managadicro-firms and what effect that
management has on firm performance. Our point @ladare was work on the HRM-
performance link, as well as the entrepreneurshipSME literature.

We would like to point to several issues to defurteire research in the field of micro-
firms’ HRM, concerning the geographical contexg time frame, the method, the content
and the perspectives to include.

Since this is nearly a new field, more researchukhfocus on micro-firms, their
owners, and the way they manage people. Researathén geographical regions and on

different business sectors would be welcome.
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The period in which this project occurred was acgdeone, for the country and for
the sector itself, so new studies in different tiimeenes would be useful in achieving a better
understanding micro-firms’ HRM and performance dyiws. The longitudinal approach is
very important since HRM practices’ consequenc&e tane to happen, and the time lag
enables the influence of contextual variables t@xemined. In considering the long term
effect of HRM practices, it would be of great valieeunderstand if low-involvement and
high-involvement work practices firms maintain tegquifinality effect of configurations
regarding performance indicators.

Regarding the method, the configurational appro@cla comprehensive way of
studying organisational dynamics, and for purpostsesearching the HRM practices-
performance link, specifically in micro-firms, ieems like a good option. Considering the
interaction of each practice in the whole orgamset effect may be of greater importance
than just considering the intensity index, as igallg done in the HRM literature, namely,
when studying SMEs. It would also be of great ieséto conduct a more detailed study of
each of the practices.

Pursuing a configurational approach to its fullestld entail not only examining the
owners’ characteristics and managerial stylesataa introducing a comprehensive analysis
of the organisational culture he/she promotes, @sdelation with firm performance.
Considering the importance of each employee in ssiwlall firms, introducing their

perspective and human capital analysis would bengortant input.
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Authors Sources of the HRM Number of | HRM Practices measure
practices employees
Way, 2002 large firms studies - 20-100 1) Extensiveness of staffing
Arthur (1994), Becker 2) Group-based performance pay
and Huselid (1998), 3) Pay level
Guthrie (2001), Huselid 4) Job rotation
(1995), Ichniowski et 5) Self-directed teams
al. (1997), and 6) Formal training
MacDuffie(1995) 7) Involvement in meetings discussing wo
related issues
Datta, Guthrie & | Guthrie (2001) and + 100 1) intensive/extensive recruiting,
Wright, 2005 Huselid (1995) employees, | 2) hired on the basis of testing,
60% of 3) use of internal promotions,

revenue of th¢
same type of
activity

24) use of performance (versus seniority)
based promotions,

5) receive performance feedback on a
routine basis,

6) receive multi-source performance
feedback,

7) use of skill-based pay,

8) use of groupbased (gainsharing, profit-
sharing) pay,

9) intensive/extensive training in firm-
specific skills,

10) intensive/extensive training in generic
skills, 11) use of cross-training or cross-
utilization,

12) use of employee participatory programs,

13) provided operating performance
information,

14) provided financial performance
information,

15) provided information on strategic plang
16) use of attitude surveys,

17) use of teams,

18) access to grievance system.

Sels, De Winne,
Delmotte, Maes,

Faems e Forrier,

2006

large firms studies -
Guthrie (2001) and
Huselid (1995)

10-100

1) Training

2) Selection

3) Compensation

4) Careers

5) Performance management and rewardsg
6) Participation

Patel & Cardon,
2010

Sels, De Winne, Maes|
et al. (2006), (Beer,
Spector, Lawrence,
Mills, & Wal-

ton, 1984)

10-100

A. HR flows

1) Selection.

2) Training

3) Careers

B. Rewards

4) Appraisal

5) Compensation

C. Employee influence
6) Participation
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Authors Sources of the HRM| Number of | HRM Practices measured
practices employees

Guest & Conway, |large firms studies: +50 (median | (1) recruitment and selection;

2011 Pfeffer, 1998 104 employees) (2) training and development;

(3) appraisal,

(4) compensation and financial flexibility;
(5) job design;

(6) two-way communication;

(7) employment security and the internal
labour market;

(8) single status and harmonisation;

(9) and quality/involvement.

Messersmith &
Wales, 2011

Schuler, 1986;

+ 10 (median
25 employees)

1) Selecéo

2) Training

3) compensation

4) performance appraisal
5) rewards

6) promotion

7) job security

8) flexible work practices
9) job security

10) pay level

Razouk, 2011

large firms: based @
High Performance
Work Practices
literature, does not
mention specific
authors on the
measures section

n + 20

1) appraisal linked with performance,

2) appraisal linked with training,

3) appraisal linked with promotion,

4) individual wage increases,

5) profit-sharing,

6) information on the formation,

7) information on the strategy,

8) information on the economic situation,
9) information on the employment evolutio
10) discussion of information,

11) collective discussion,

12) quality action,

13) group of quality.

Sheehan, 2013

large firms studies
Pfeffer (1994) and
Guest and Conway
(2011)
- SMEs studies -
Michie and Sheehan
(2008), Nguyen and
Bryant (2004) and

Razouk (2011)

10-249

1) Recruitment and selection

2) Performance appraisal

3) Performance-based compensation
4) Training and development

5) Employee voice, consultation and
participation and information sharing
6) Strategic people management
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Appendix B — Pfeffer’'s (2005) Thirteen HRM Practice Description
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Pfeffer's (2005) Thirteen HRM Practices Description

HRM practices

1. Employment
Security

Definition based on Pfeffer (2005)

Employment security refers to a long contractuldtienship betweer
employer and employee. It indicates stability fritn@ organisation toward
its workforce, and that kind of commitment is papedk by the employees.

On the contrary, if the employer that conveys brgcti communicatior
or actions that employees are easily replacealie ptactice does ndg
encourage commitment, dependability, or motivatm®engage in specid
efforts when needed by the firm.

A high employment security concern and practiceoissidered a goo
HRM practice

[

= —~+

L

2. Selectivity in
recruitment

Considering that firms aim to maintain the emplayéeey hire, they
should be cautious when choosing people. Not onlwho they choose,
but also on how they choose, therefore the req@rmtsnand the selectio
methods.

The selectivity in recruitment also has a symbsiite. If employees
feel that there was a demanding selection protiesg,not only feel that
they are special, but also that there are expeotafor high levels of
performance.

3. High wages

Paying more than the average helps to attract oavdidates, including
the best employees in the market, enabling the it if candidates ta
choose from. It is also a good strategy to makentheant to stay. If
employees perceive that they earn more than thkandhey will probably
work better to be able to continue in that firm.

Managers may consider low labour costs are a nageissue for being
competitive. But this may not apply, even to firthat rely on low-cost
competitive strategy because the labour budgetsrdyea part of the total
costs of products or services, and because thaigganay be reimbursed
with better services, productivity or innovation.

4. Incentive pay

Money has been being used to motivate employeetoamekrcome
many organisational issues. To motivate employee®tare several non-
financial options such as recognition, job destgaining and developmen
opportunities, which are very important and usdfidwever, employees
will feel entitled to share profits if they haventdbuted to the increased
firm performance. And this contingent payment sid¢ awarded not
only to managers and shareholders, but to all eyag®in general.
Otherwise they will feel an unfair treatment andl ivecame demotivated
and will not continue their best efforts.

—

5. Employee Ownership

This practices has two types of gains: helps gnadimployees and
firm’s interests because they are also part ofithes and help them to
take a long-term perspective of their relationgbighe firm, and invest
their time and effort on the work they perform. $hhaving a positive
impact on firm performance.

6. Information sharing

It is crucial to give employees information not ypabout their work,
but also about the context so they know how to hdirtjobs and what
decisions to make to help the organisation succBed.information could
regard strategy, short and long time goals, exgfieas financial and other
business information.

7. Participation and
Empowerment

Practices that promote employee participation amplémentation of
their ideas; as well as empowerment regarding aecisiaking in their
work, and autonomy have being having very good risgdional results
both in the staffs moral and financial.

=)
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8. Self-managed teams

The work process is organised in teams. These typewvork
organisation is effective because it relays on peerdination, monitoring
and peers expectations management. In the miarsfof this project iff
present, employees can work as a team in the sheme complementing
their skills, and organising their own agenda, i as presenting solution
to clients without previous hierarchical consent.

9. Training and skill
development

Training and skill development are important preetito provide a
better performance. It is important to firms to naty provide this kind of
learning activity, as well as to enable new knowkednd skill utilisation.

10. Cross-Utilization
and Cross-Training

This practice regards polyvalence and enabling eyagls to do
multiple jobs/tasks. This is beneficial for a numbéreasons: having a
number of qualified staff not only relying one agmumber; is
motivational since employees have a change in jbeirand, in times of
crises or necessary change is easier reallocatypess, enabling
employment security.

11. Symbolic
Egalitarianism

Symbols may create distance and hinder generalsdmitment
among employees. When the symbols show egalitarigriommunicatior]
between hierarchical levels is easier, and any agesspreads in a mo
fluid way.

There are many types of symbols: dress, accessie g/pe of
equipment, parking space, type of company car, tgheension of office,
etc.

12. Wage compression

There is often the idea of relation between theensagplitude, namely
comparing the CEO salary with other employees. Wagepression also
regards salaries among workers.

Wage compression may have a good impact on perfarenspecially
among interdependent jobs, because it tends tonaliminterpersonal
competition and increase work cooperation.

Another thing is incentive pay, where big diffeiatibn may motivate
employees to work to succeed and obtain the prahimzntives.

13. Promotion from
Within

A policy of promotion from within is, at the sanime, the last step in
the ladder, and a helpful objective supportingdtier human resources
management practices presented. To be able toobsoped, it is
necessary to have enough training, it implies tiate is a need to
promote participation and delegation among emplsy&etest their
abilities before promoting them. Supports the emplent security, and
motivates employees to perform well.
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Appendix C — Study 1 - Dimensions, related itemsnal data collection techniques
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1. Organizational structure and work dynamics

Sub-dimension Question / Item Data collection techigue/ year
1.1. Organizational - Firm age Owner interview /2010
characteristics - Firm location Observation / 2010+2012
- Number of employees Tax information data sheet /
2010+2012
- Firm’s historical important moments Owner intewi/ 2010+2012
1.2. Schedule - Formal Owner and employee interviews
- Actually done by employees 2010
- Owner’s satisfaction with employees’
availability

- Owner’s average working hours

- Owner’s schedule predictability

-~ Owner’s availability out of working Owner interview / 2010
hours

- Number of active clients

- Advertising/obtaining clients strategy

0

1.5. Working facilities - Workplace characteristics Observation / 2010+2012

and conditions - Space for meals and/or employee®bservation, owner interview / 201
socialization
- Atmosphere between employees Observation, owmtenview / 2010,

- Social relations promotion (employee®©wner interview / 2010+2012
and/or employers)

- Work atmosphere /climate in general Observatiomer interview / 201(

1.4. Clients - Type Owner interview / 2010
1.3. Certifications - Firm’s certifications Owner interview and orgaational
data / 2010+2012
1.5. Employees - Number in 2008, 2009, 2010, 2011 Tax informaticsheet data
2010+2010
- Gender Owner interview / 2010+2012
- Qualifications Owner interview and organization
data / 2010
- Seniority in the firm Owner interview and orgaational
data / 2010
- Type of contract Owner and employee interviews
2010
Sub-dimension Question / Item Data collection techgue / year
2.a. Personal data - Year of birth
- Marital status Owner interview / 2010
- Personal attitude /posture in general Observadmployee interviews
/2010
2.b. Owner’s human - Academic qualification
capital - Former experience in management Owner interview / 2010

- Former experience in business field
2.c. Attitude w/employees - Attitude / posture towards employees  Observati@oil 0
2.d. Entrepreneurial data - Former experience in self-employment
- Attitude / posture towards business Owner interview /2010

- Entrepreneur profile Survey / 2010
2.e. Managerial Style Entrepreneurial Orientation Survey / 2012
Small Business Orientation Survey / 2012
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3. HR practices

Sub-dimension Question / Item Data collection techgue

3.1. Employment - Type of contracts of employees

Security - Number / reason of former employee
dismissal Owner interview / 2010+2012
- Perspective on employee dismissal

3.2. Selectivity in - Strategies for identifying candidates

recruitment - Criteria for selection Owner interview / 2010+2012

3.3. High wages - Level of employee wages compared t®wner interviews / 2010+2012
the market employee interviews / 2010
- Source of information about
employees wage level Owner interview / 2010+2012

- Perspective on the level of wage that
should be paid

3.4. Incentive pay - Existence of incentives
- Attribution procedure Owner interviews / 2010+2012
- Knowledge by employees employee interviews / 2010
3.5. Employee - Existence
Ownership - Perspective on employee firm’s Owner interview
ownership
3.6. Information - Techniques: informal and formal
sharing - Level of importance given Owner interviews / 2010+2012
- Meetings: frequency; reasons employee interviews / 2010
3.7. Participation and - Opinion asked to employee: to whom;
Empowerment circumstances; examples Owner interviews / 2010+2012
- Areas / amount of autonomy employee interviews / 2010
3.8. Self-managed - Existence Owner interview / 2010+2012
teams
3.9. Training and skill - Existence: internal and external
development - Amount: internal and external
- Subjects of training: internal and Owner interviews / 2010+2012
external employee interviews / 2010

- External suppliers and their subjects
- Perspective on training importance

3.10. Cross-Utilization - Existence Owner interviews / 2010+2012
and Cross-Training - Circumstances employee interviews / 2010
- Level of employee’s polyvalence
3.11. Symbolic - Existence of symbols of status
Egalitarianism - Who benefits from these symbols  Owner interview / 2010+2012

3.12. Wage compression - Owner’s perspective
- Percentage of higher wage comparedOwner interview / 2010+2012

to lower
3.13. Promotion from - Existence
Within - Recruiting in or out when there isa Owner interviews / 2010+2012
new vacancy in the firm employee interviews / 2010
3.14. General ideaon - Level of employee competence
employees - Level of satisfaction with employee
competence
- Level of satisfaction with employee Owner interview / 2010+2012
performance

- Perspective of employee importance
on firm’s results
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4. Organizational indicators

Sub-dimension

Question / Item

Data collection techgue / year

indicators: Software
supplier evaluation

2010+ 2012

4.1. Operational - 2008 Owner interview (2010)
indicators: Turnover - 2009 organizational data sheet 2010t
-2010 2012

4.2. Operational - 2008/2010 Tax information data sheet sheget /

indicators: Employment 2010+ 2012

growth

4.3. Operational - 2008

indicators: Productivity - 2009 Tax information data sheet / 2010+
2012

(Sales/ employee) - 2010

4.4. Operational - 2008 Tax information data sheet / 2010+

indicators: Operational - 2009 2012

results (sales-costs)

4.5. Financial - Net results Tax information data sheet / 2010+

performance indicator 2012

4.6. Contextual - Awards Owner interview and observation /

4.7. Contextual
indicators: Owner
firm’s success
evaluation

- Firm’s success

Owner interview / 2010+ 2012

4.8. Firm performance
evaluation

- Firms’ performance (subjective)

Commercial suppoerson from

software supplier / 2012
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Firms A B C D

Business’s characteristics

Establishment 1994 2000 1998 1997

year

Start-up year

in this ERP 1995 2000 (both ERPs) 2000 2004

business

Business ERP A + New software (for micro firms) + | ERP A + ERP B + hardware and infrastructyrERP B + Hardware and infrastructure ERP A + Hardware and infrastructure
Products and | hardware and infrastructure assistance assistance + Sales of hardware and informatigssistance + sales of hardware and informatiassistance

Services accessories accessories

Organizational | 3 software technicians (including the owner), ERP A - 1 software technicians; ERP B - 3 | 4 software technicians (including the owner); 4 software technicians (including the owner); 1
structure hardware technician; All take telephone calls software technicians; 1+1 hardware technicigprogrammer; 3 hardware technicians hardware technician; 1 financial manager (also
when at the office. Administrative work is (the owner is a hardware technician and alsp(including the other owner); 2 receptionists/ | being trained up as a software technician).
divided; the owner takes the administrative | ERP B software technician not so specializgddministrative assistants (one of these morg
tasks that are related to accounting 1 receptionist and administrative worker specialized in accounting matters and buying
specialized material)
Employees’ characteristics
#in 2013 4 7 10 4
Gender 4 male 7 male; 1 female 5 male; 5 female 2 male; 2 female
Average 4 10.44 9.33 6
(2008-2013)
Evolution of # | Always the same number of people. In 2011}, In 2011 a programmer was dismissed becayse 2010 they hired someone for the Grew until 2010 (the year when another firm
of employees | the employee with hardware and infrastructyreis work wasn’t necessary. The second partheommercial field, but the results were not | was acquired, and the business owner was
field retired, and was replaced, and the firm| retired in 2012, and another employee workjngpod. In 2012, they hired a programmer, so [@stegrated into the firm, in the commercial
feels that it was an advantage. in ERP B left. A firm was acquired, and its | to be able to offer other services to their field). By the end of 2011 the person integrated
owner was integrated in the ERP A field, clients. into the commercial field was asked to leave
replacing, to the firm’s advantage, the former the firm (due to lack of resultsyhe
partner. The number of employees decreased receptionist was also dismissed and her
to 9. This firm works with freelance software functions were absorbed by the person
sellers. During 2013, the older, former ownef responsible for financial matters.
retired and a marketing trainee was dismissed.
Qualifications | 2 — higher education (one incomplete) 1 - higher education 1 - higher education 3 — higher education
and 1 — high school (12 years) 5 — high school (12 years) 6 — high school (12 years) 1 - high school (12 years)
recruitment Based on recommendation of others; with | 1 — basic education (9 years) 1 — basic edupat!on (9 years) | Usually hires after internship from high schopl
strategies experience in the field Mixed strategies: based on recommendation ¥fixed strategies: based on recommendation 9f tcyity. Has an agreement with a faculty for
others, with experience in the field, trial for | Others, not necessarily with experience in th&nernships in the area of software.
several months in the firm, after internship field, trial for several months in the firm, living
from high school or faculty in the area
195 HRM Practices in Micro-firms in the ERP Selling a@idnsulting Sector
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Firms

A |

Owners’/ownership’s characteristics

Number of
owners
(including
silent
partners)

1
(+ 1 capitalist partner, who does not work, n
manages the firm)

ptuntil 2012 there were 2 owners, one

1
responsible for each software; and the
and infrastructure assistance.

There is another capitalist partner, who doe
work or manages the firm).

remaining one also responsible for hardware responsible for software implementation and

5N't

2
(Partner 1 - responsible for Hardware and
infrastructure assistance; Partner 2 -

maintenance)

1
(+1 who is a working partner, but does not
manage the firm)

Gender (not
including

Partner 1 - Male; Partner 2 - Female (marri

ed

Male

196

. Male Male (the former partner was also male)

silent couple)

partners)

Qualification Informatics for Management Degree (needs| Electronics Engineering Degree (former , Partner 1 — Systems Engineering degree; | Applied Mathematics Degree

at start-up one year to complete) retired partner Technical High School) Partner 2 - Informatics Bachelor

Experience in | Has worked for about 25 years in the field. | Present owner — 5 years Partners 1 and 2 - all their working life (aboutAll his life (about 20 years); before starting his

the field at Worked in 2 different small/medium software Former partner had 22 years in the field, thg 20 years); worked for a single, big IT compangwn business, worked for 2 or 3 years in 3

start-up firms for 5 years before starting his own last 5, before coming into this business, doindpefore starting their own business different firms

business. the same thing

Management | He does not have any previous experience asPaesent owner — 5 years in a company wheieartner 1 — 10 years as Director of Some experience in student associations dyring

experience at | manager. he sold ERP B Infrastructure Department, in a large softwareollege years.

start-up Former partner had 22 years of managementcompany; Partner 2 — 13 years as a Softwarén his 1st job, 6 months after beginning the jpb
experience Department Director of the same large was invited to manage 100 trainers across the

software company country.

Self- About 3 years, as an independent worker, | Present owner — none; Former, retired partnedone (both partner 1 and 2) Independent workemdusiyears, including

employment giving software assistance to clients from the(had 5 years in another, similar firm where He college years, creating software, implementing

experience at | firm where he worked previously, which sold ERP A) software in some firms, lecturing classes, orn an

start-up closed down. irregular, ad hoc, basis
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Caro(a) empresario(a),

Estamos a desenvolver um estudo onde se preteedéfithr qual a forma de gerir recursos humanos
relacionada com o melhor desempenho financeircedagnas empresas tecnoldgicas.

O estudo decorre no ambito do doutoramento reaizaml ISCTE — Instituto Universitario de Lisboa,
subordinado ao tem&raticas de Gestdo de Recursos Humanos em Pequdfrapresas na area das
Tecnologias de Informacéo

No final do trabalho tera acesso aos resultado2@@a&mpresas inquiridas. A partir desses resudtéidara a
saber qual a forma de gerir pessoas relacionadaaoaihor desempenho financeiro das empresas.

As respostas séo confidenciais e os resultados sgra@gados e tratados conjuntamente com as rasptes
outras empresas.

Estimamos 15 minutos para responder.

Muito obrigada pela sua colaboragéo!

Ana Claudia Rodrigues

Doutoranda ISCTE-Instituto Universitario de Lisboa
Docente na ESEIG-Instituto Politécnico do Porto
anarodrigues@eseig.ipp.pt

919 493 303
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Parte 1 - Caracterizacédo do respondente e da empees
Caracterizacéo geral do respondente:

1.1. Sexo:

Masculino| | Feminino[ |

1.2. Em que ano nasceu? (escreva 0 ano em que nasceu)

1.3. Qual é o nivel mais elevado de formagdo académque concluiu?
Ensino Primério
Ensino Basico
Ensino Secundério
Licenciatura
Mestrado / MBA / P6s Graduacao
Doutoramento
Outro (qual?)

1.4. Antes de iniciar esta empresa, ja tinha expénmcia como empresario (com capital social)?
Sim[ | N&o

1.5. Ja tinha experiéncia de trabalho na area do sanegécio?

Sim, como trabalhador por conta de outrem. Quaartios?

Sim, como empresario/ trabalhador por conta paduantos anos?
N&o

1.6. Tem intencéo de fazer crescer/desenvolver o sgdain nos proximos 3 anos (nimero de trabalhadores
instalacdes)?

sim[ ] Nao[ |

Caracteristicas da empresa

1.7. Ano em que foi fundada a empresa (escreva o0 ano)
1.8. Localizacéo da empresa

Cidade

Distrito

1.9. Numero de contribuinte

1.10. Como Vvé o seu negécio (escolha o que melhmaplica a atividade da sua empresa):

Parceiro global de informatica dos seus clientes

Especialista em oferta de software e servicexi@hados
Fornecedor de hardware, software e servigosioslados
Outro, qual?
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1.11. Quais os software que representa:

PhC Primavera Sage

Outros, quais?

Parte 2 — Perfil pessoal

2.1. Por favor responda tendo em conta a sua manaide ser habitual.

Discordo
completameni
Discordc

N&o discordc
nem concord
Concordt
Concordc
completameni

2.1.1 Eu sou forte o suficiente para ultrapassdifasildades da
vida.

2.1.2. Eu consigo lidar com as situa¢des que surgeminha vida.
2.1.3. Eu sinto-me capaz de lidar de forma eficam as situacdes
do dia a dia.

2.1.4. Na maioria das situa¢des consigo que aapéssoas
facam o que eu quero

2.1.5. Quando quero que alguém mude o seu pontistdesobre
um assunto, normalmente sou bem sucedido(a).

2.1.6. Normalmente, sou capaz de persuadir osatromuitas
coisas

2.1.7. Conheco pessoas de sitios muito variados.

2.1.8. Frequentemente surpreendo as pessoas aqointess ideias
novas.

2.1.9 As pessoas frequentemente pedem-me ajudatpadades
criativas.

2.1.10. Gosto mais de um trabalho que exige apgidépecificas e
praticas do que um trabalho que requer invencdes.

2.1.11 Eu reconheco facilmente as minhas emo¢bgaahcomo
as experiencio.

2.1.12. Eu sei muito bem o que as outras pesstis &sentir s6
de olhar para elas

2.1.13. Uma das coisas que é mais importante panarter um
trabalho em que sou patrao de mim proprio(a)

2.1.14. Um dos principais lemas que me tem orientach sido
procurar ter uma vida independente.

2.1.15. Vou esforgcar-me para vir a ter o maximalidéeiro
possivel

2.1.16. Um dos meus maiores lemas é vir a dispon&omo de
dinheiro possivel.

2.1.17. Normalmente, consigo encontrar 0S recursogssarios
para concretizar as iniciativas que tenho.

2.1.18. Consigo concretizar iniciativas considesadgensaveis.
2.1.19. Geralmente consigo definir estratégiasaeéis para
concretizar 0s objetivos que pretendo.

2.1.20. Geralmente sei como obter os recursos e@igeiso para
avancar com iniciativas que considero importantes.

2.1.21. Para mim é importante ter mais dinheirgui® o
necessario para viver.

201



HRM Practices in Micro-firms in the ERP Sellingda@onsulting Sector

2.1. Por favor responda tendo em conta a sua manaide ser habitual (cont).

Discordo
completamen
Discordc

Nao discordc
nem concord
Concordt
Concordc
completament

2.1.22. Consigo ver de maneira clara como conereitizciativas
impensaveis.

2.1.23. Gosto de ter poder de deciséo sobre o ntetofpessoal e
profissional.

2.1.24. Frequentemente, faco tudo para ser onimeprojetos que
chegam ao meu grupo.

2.1.25. Gosto de ser responsavel pelas situac@e® a meu
grupo.

2.1.26. Eu costumo tomar a iniciativa em qualquefgo em que
estou envolvido.

2.1.27. Para mim, é dificil continuar em frentergi@alguma coisa
ma acontece.
2.1.28. N&do demoro muito tempo para recuperar desituacao de
grande stress.

2.1.29. Eu acho que consigo conduzir facilmentamess colegas
guando tenho uma ideia.

2.1.30. Levo muito tempo a recuperar dos contragsm@ minha
vida.

2.1.31. Eu acredito que vale a pena correr risa@is alevados para
ter maiores recompensas.

2.1.32. Para mim, o melhor plano possivel é acyedeé livre de
riscos.

2.1.33. Para receber as maiores recompensas oeudeghosto a
correr qualquer tipo de riscos.

2.1.34. Eu procuro novas experiéncias mesmo quasidesultados
podem ser arriscados.

Parte 3 — Gestao dos recursos internos da empresa
3.1. Indique, por favor,como atuou (habitualmente) nos dltimos 3 anos.

A posicéo 4 significa que nenhuma das posi¢Gesdoprinante.

3.1.1. Foca-se mais no marketing de+++[++ | + | 0 | + | ++|+++  Foca-se mais na inovacao,

produtos e servicos reais e ja Investigacdo e Desenvolvimento

experimentados de produtos e servicos

3.1.2. Nao introduziu novos produtos +++|++ | + | O | + | ++|+++ |ntroduziu muitos novos

Ou Servicos produtos ou servicos

3.1.3.Mudancas no produto ou +++[++ | + | 0 | + | ++]|+++ Mudancas no produto ou

servicos tém sido de natureza menor servico tém sido relativamente
grandes
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3.2. Ao lidar com os meus concorrentes...

3.2.1. Tipicamente respondo a acdes quer++ | ++ | + | O | + | ++ ] +++
0S concorrentes iniciaram

Tipicamente inicia acdes a que
depois 0s concorrentes
respondem/copiam

3.2.2. - E raramente a 12 empresa a
introduzir novos produtos /servi¢os,
técnicas administrativas, tecnologias
operacionais, etc

+H+ |+ |+ | O | + | ++ |+

E muito frequente ser a 12
empresa a introduzir novos
produtos/servigos, técnicas
administrativas, tecnologias
operacionais, etc

3.2.3. Em geral, tenho uma forte
tendéncia para “seguir o lider” ao
introduzir novos produtos ou ideias

+H+ |+ |+ | O | + | ++ |+

Em geral, tenho uma forte
tendéncia para estar a frente de
outros concorrentes na
introduc&o de novos produtos
ou ideias

3.2.4. Prefere fortemente projetos de
baixo risco (com taxas de retorno
certas e normais)

|+ |+ | O | + | ++ | +++

Prefere fortemente projetos de
elevado risco ( com
probabilidades de retorno muito
elevado)

3.2.5. Acredita que devido a natureza do
. , +HE [+ |+ | O | + | ++ | +++
ambiente, é melhor explorar
gradualmente, via comportamentos
timidos, incrementais

Acredita que devido a natureza
do ambiente, acBes arrojadas,
com impacto alargado sédo
necessarios para atingir os
objetivos da empresa

3.2.6. Tipicamente, adopta uma
postura cautelosa, “esperar para
ver” de forma a minimizar a
probabilidade de tomar decisbes
gue se venham a tornar
dispensiosas

+H+ |+ |+ | O | + | ++ | ++4+

Tipicamente, adopta uma
postura arrojada e agressiva, de
forma a maximizar a
probabilidade de explorar
potenciais oportunidades

3.3.Ao lidar com a concorréncia...

3.3.1. A minha empresa é muito sl B BN B Bl e

agressiva e intensamente competitiva

A minha empresa néo faz
nenhum esforgo especial
para tirar negocios a
concorréncia

3.3.2. Tipicamente procura evitar SRl R I B B B s

confrontos competitivos, preferindo uma
postura de “viver e deixa viver”

Tipicamente adota uma
postura muito competitiva
“desarmar a concorréncia’

3.4. Para cada afirmacao indique o seu grau de camtlancia

3.4.1. - Estabeleci este negdcio porque se enquadralhor na minha vida pessoal, do que trabakhar p

outra pessoa/empresa

Discordo Muito (1) (2) 3) (4) (5)

(6) (7) Concora Muito
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3.4.2 - N&o tenho planos para expandir signifieatignte este neg6cio em dimensédo ou vendas
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.3 - Os meus objetivos para este negécio s&anentados, para mim, do que orientados finaacginte.
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.5 - Este negdcio é a minha fonte primaria déimeento
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concord Muito

3.4.6 - O meu objetivo para este negocio incluiaexiir para mais localizagdes (2 ou mais)
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.7 - Considero que este negdcio é uma extersséurtha personalidade (objetivo)
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.8 - Considero que este negocio € uma exterséurtha personalidade (resultado)
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concord Muito

3.4.9 - Os meus objetivos para este negécio estédigados com as necessidades da minha familia.
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.10 - Eu adoro 0 meu negécio.
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.4.11 - Eu estou emocionalmente ligado ao meuaiegd
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concord Muito

3.4.12 - Se me dessem um valor razoavel era capegrdier o meu negdécio
Discordo Muito (1) (2) 3) (4) (5) (6) (7) Concora Muito

3.5. Para cada uma das praticas de gestéo de pessimalique como tem atuado. Por favor responda o qgue
se passa na realidade e ndo o que gostaria de teitd/de fazer.

3.5.1 - Seguranca no emprego dos colaboradores

[ | Inexistente/ Baixa| | Média [ ] Elevada

3.5.2 - Exigéncia e grau de preocupacdo no proakssecrutamento e selecdo

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.3 - Nivel de salarios face ao mercado concteren

[ ] Baixo [ ] média [ ] Elevado

3.5.4 - Pagamento de prémios e recompensas

[ | Inexistente/ Baixa| | Média [ ] Elevada
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3.5.5. Diferenga entre o salario mais baixo e rekgado na empresa é

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.6. Oportunidades de formac¢éo e de desenvoltmEncompeténcias em cursos de formacao

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.7. Formagéo interna entre trabalhadores

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.8. Grau de partilha de informacéo entre coladbanes

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.9. Participagéo e autonomia dada aos colab@sdo

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.10 Existéncia de equipas auto-geridas

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.11 Promocéo de trabalhadores

[ ] Inexistente/ Baixa| | Média [ ] Elevada

3.5.12 Simbolos dstatusentre os trabalhadores

[ ] nexistente/ Baixa| | Média [ ] Elevada

3.5.13 Partilha do capital social da empresa cdabooadores

[ ] Inexistente/ Baixa| | Média [ ] Elevada
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3.6. Para cada afirmagéo que se segue indique o gFau de concordancia: 1- Discordo completamente e
5 - Concordo completamente.

Discordo
completamen
Discordc

Nao discordc
nem concord
Concordt
Concordc
compleiament

3.6.1. A minha empresa é como uma extensao daidamd pessoas
partilham muito das suas vidas.

3.6.2. Lidero a minha empresa procurando ser ummgbcede
facilitac@o e apoio.

3.6.3. O estilo de gestao da minha empresa é eamatto pelo
trabalho em equipa, consenso e participacao.

3.6.4. A “cola” que mantém a minha empresa uniddealdade e a
confianca mutua.

3.6.5. Na minha empresa preocupo-me com o desemaiito
humano. Persisto na elevada confianca, a aberauadicipacao.
3.6.6. Na minha empresa, define-se o sucesso ceerioa
desenvolvimento dos recursos humanos, do trabatheqeipa e do
empenho dos colaboradores.

Parte 4 — Desempenho da empresa

4.3. Como avalia os resultados que tem obtido?

[ | Muitomaus| | Maus| | Suficientes | Bofis |  Muito bpns | Excelentes

MUITO OBRIGADA PELA SUA COLABORACAO!
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