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Abstract

Small and medium enterprises (SMESs) contribute to the economic development, income
generation, reduction in poverty and particularly job creation in private sector in both
developing and developed countries. Human resources (HR) are of vital importance in
small and medium enterprises (SMESs), therefore, this study aimed to investigate the
impact of human capital (HC) in SMEs in Pakistan. Also, this study aimed to check if
human capital (HC) mediates between the relationship of high performance work systems
(HPWS) and SMEs performance. The theoretical section of this thesis elaborate the
importance of SMEs, high performance work systems (HPWS), and human capital (HC)

development in SMEs in Pakistan.

This study was conducted in three major export oriented districts Gujrat, Gujranwala, and
Sialkot in Pakistan. These three districts are because of their major contributions in the
Pakistan’s export are also called golden triangle. This study used qualitative research
strategy and self administered structured questionnaire were used to collect the data and
linear regression, and regression analyses were run to test the proposed hypotheses of a
sample of 205 senior managers and managers in SMEs. The results denote that high
performance work systems (HPWS) are significantly and positively related to superior
human capital (HC) development and retention, which, in turn, has a positive effect on
SMEs performance. Finally, limitations of this study, academic contributions,

implications for managers and future research directions are discussed.



Table of Contents

Chapter 1: [ 00 [ 01T ] TSR 1
Background Of the STUAY: ......c.eeeieieieeeee et 1
Statement 0 the ProDIEM: ..o 6
ODjJECtiVES OF the STUAY: ...cueeeieeieieeteee ettt 7
RESEAICN QUESTIONS: ...vveeeveeeteeettecteeeeecre vt eeteeeteeeteeeteeeeeebeeeveeeteesteesasesaseeaseenseenseesseesanseaseenseenrens 7
SignIficanCe OF the STUY: ..c.viveeeeeceeeee et e st ae e 8
SCOPE OF ThE STUAY ...ttt sttt s ae e besreesaeaeereenes 8
TheSIS STUCTUIE OULIINE: ......eieeee ettt sttt neea 9

Chapter 2: LITErature REVIBW .......couiriiieieieieieeieete ettt sttt 10
SUIMIMAIY . <.ttt ettt ettt ettt s bt e s bt s ae et e s bt et e sb e eat e bt she e b e sbeeabeseeeseeabesbeemte bt saeenseaneeanes 10
Small and Medium ENterprises (SIMES): ....coviiueevieieeeeeseeeerte ettt st et anas 10
Small and Medium Enterprises (SMES) in PaKiStan: ..........cccceevveveieeceneeiece e 11
Organizational Performance (OP) of Small and Medium Enterprises (SMES): .......cccccevvvenenen. 15
HUMaN Capital (HC): ..ottt sttt sbenaens 20
Human Capital (HC) in Small and Medium Enterprises (SMES): ......ccccvveverenieneneeinineneneens 25
High Performance Work Systems (HPWS): .......cviiiiieeeceeeceeeseeee ettt 28

SEIECHIVE STAFFING: oouvieeieie ettt e sre e b eaeenes 30
Training and DEVEIOPMENT: .......ecuieieee ettt st ae st et ebe s reeaa e beeanenes 31
Performance APPIaiSal: .......ceceiieeereeeeiere ettt sttt e e neeneas 32
Competitive COMPENSALION: ......ccvieeeiiiieiere ettt te e e e e e eesreesesreeseenseseeenes 33
High Performance Work Systems (HPWS) in Small and Medium Enterprises (SMEs): .......... 34
Selective Staffing in Small and Medium Enterprises (SMES): .....cccevvrveveveeiece e 37
Training and Development in Small and Medium Enterprises (SMES): .......ccccecveveevvevreennnne. 39
Performance Appraisal in Small and Medium Enterprises (SMES): .......ccocvvvervenerieenencenen. 40
Competitive Compensation in Small and Medium Enterprises (SMES): ......cccceevvvvvecveriernnnne. 41

Chapter 3: Theoretical Framework and Hypotheses Development............ccccceevevvveecvenieennenn, 44
SUMIMAIY: eteiieeiteeiteste ettt et e st e st e st e s bt e bt e beesseesseesseessseenteesteesbeesaeesnsesssesnseesseenseessnesneesnseensens 44
Theoretical FramEBWOTK: .......cooiiiiieeeee et e 44
HypPOotheses DEVEIOPMENL: ..........oo ittt sttt sttt e e eneens 45

High Performance Work Systems (HPWS) and Organizational Performance (OP):............. 45
Human capital (HC) and organizational performance (OP):.......ccccecceveveeveneeceeneeeeseseene, 46
Mediating Role of human capital (HC): .......ccveoieieiiiieese et 48

Chapter 4: Research Methodology .........cocveviieieiiiiceeeeeeee et 53



SUIMIMAIY. <.ttt ettt ettt ettt st et s bt st e bt s bt et e s b e e ae e bt sae e e e s bt st e se e e st e bt sbeeme e nesanenneaneeanes 53

RESEAICIN DESIGN ...ttt sttt sb e st besa st eneebennens 53
RESEAICH PAradigm .....c.eovieeieiecieceseeee ettt b et st e ra et s re et e s reeaesreernens 53
RESEAICH SITAIEOY ..veveeeveitieiesie ettt ettt et e e s e e e e te e e e tesbeessesteessentesssessesseensessessnans 53
POPUIALION. ...ttt ettt ettt e e te s be et esteesaenbesseensesbeessestesseenseseeaseans 54
SUIVEY INSTIUMENT ...ttt sttt r e s s b et esr e sae e e sneeanes 56
IMIBASUIES. ... ettt ettt ettt et ettt b e s bt e s h e st e b e e be e sheesaeeeabesabeeabe e bt e saeesaeeeabeebeesbeesaeesatenas 56
[ 1 W O o] | =T £ ] o RPN 58
SEALISLICAl ANAIYSIS ...vviveeieie ettt st s be et e s te e b e beeaeetesreennas 58
Chapter 5: RESUILS aNd DISCUSSION ......ccveeereiicteeiecieeeete et este e etestesreetesteesae e esestesreesesteesnens 59
SUIMMAIY: eeteeetee ettt e stee ettt e stteesette e tae e s aeeesseeessteeesseeeasseesaseesseeeanseeeasseesnseesseeesnsesenseeennseessenensses 59
Data ManagEIMENT: ........oiiiieereeere ettt st et b e st s b et e sbeeaeenbesbe et e sbeeneseeeneens 59
Reliability of Measuring INStrUMENT: ........cc.ooiriiieieieeresesereeee ettt 60
Participant’s Profile (DemOZraphiCs): .....cueveeeireririerieniesierteieeeeterese e ssesee e seeeeeenessessesseseens 61
RESUIES: ...ttt bttt st s bttt n st be st e e b et e et et e neerenaenaens 62
DIISCUSSION: 1.uteueeueeiietesteete st te et e ettt st st st e st et et e st e st eseebesbesbesteneeneeneeseesesbesbesbentenseneeneeseasensenaens 66
Chapter 6: Implications, Conclusion and Recommendations............ccccvvvvecerereesesceereeneeeeenns 72
SUMIMAIY .eteiieeiteesiee ettt et sae e st e st e s bt e be e b e esbeesaeesaeesateenteesteesbeesasesasesasesnseenseenseesssesnsesnsesnsenn 72
L] ] o= LA o] TSR 72
(O] Tod 111 o] 03RSO 74
Recommendations for OWNErs and MANAGELS .......c.ecveeeerieeeerieireeresreeeeste e erestesreestesreesaesteeseens 76
Chapter 7: Limitations and Future Research DIreCtions ..........cceveeeeveneevieceeeeseceere e 78
SUMIMEBIY .etteiteeieesiee ettt ettt e st e st e s tesateebe e beesbeesaeesaeesateeste e teesbeesasesasesasesnseenseenseesssesnsesnsesnsenn 78
LIMITATIONS. ..ttt et b bbbttt b e bt bbb et e et et besae b e 78
Future RESEArCH DITECLIONS ....c.ccuviuiiuiriirierieteietet ettt ettt st sttt be e enes 78
LiSE OF RETEIBNCES. ... ettt sttt st e e s bt et e teeae e tesbeeneenaesaeenes 80
AN o] 0L 00 | SO 89



