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Abstract:

Research background: The issue of personnel risk management has received less attention from
scholars than other types of managerial risks. Employees represent important capital for an
enterprise, which can significantly influence its performance and success

Purpose of the article: The aim of the study is to present and quantify significant factors of
personnel risk in the SME sector. Part of the goal is to compare entrepreneurs’ approaches to
these factors based on company size and the entrepreneurs’ education and age.

Methods: The empirical research was conducted on a sample of 250 respondents from Slovakia
via an online questionnaire. The statistical hypotheses were tested using descriptive statistics
(percentages) and Pearson’s statistics (chi-square and Z-score).

Findings & Value added: The research confirmed that personnel risk posed a significant
business risk for SMEs, as up to 32 % of all the respondents rated this risk as unacceptable.
Neither employee turnover nor employees’ error rate level represented a significant problem
for SMEs at the time of the study. Only a small proportion of the respondents agreed with the
opinion that their employees attempted to improve their performance, and that competition
prevailed among them. The research demonstrated that some differences in entrepreneurs’
overall attitudes related to their age and education. Additionally, differences were identified in
the entrepreneurs’ positive attitudes towards individual claims based on their education and age.
Meanwhile, the results show that the issue of personnel management in the effective
management of personnel risks in the SME environment could be an exciting issue for scientific
research.
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1. Introduction

Although small and medium-sized enterprises (SMEs) are considered to have small
economic power, they represent the main engines of the economy in both developing and
developed countries (Meekaewkunchorn et al., 2021). Their positive impact is evident in, for
example, the employment rate, state revenue (Kljucnikov et al., 2016), and the development of
human capital (Meekaewkunchorn et al., 2021), where they are an essential part of strategic
business services (Rocha, 2012). SMEs are generally considered to be a flexible, efficient, and
progressive part of the economic system worldwide (Septimiu, 2020; Zuzek and Zvirbule,
2018; Kozubikova et al., 2017), with a significant share of the economy (Meekaewkunchorn et
al., 2021; Olah et al., 2019). In their business activities, SMEs are confronted with a wide range
of business risks (Kot et al., 2020; Lima et al., 2020; Hanggraeni et al., 2019; Hudakova a.,
2019; Olah et al., 2019; Zoghi, 2017).

SMEs are characterised by certain features that determine their approach to personnel risk
management, which is a complex issue (Dvorsky et al., 2020; Kljucnikov et al., 2019; Olah et
al., 2019; Zuzek and Zvirbule, 2018). Meekaewkunchorn et al. (2021) demonstrate the
significant and positive impact of the proactiveness and risk-taking ability of SMEs on their
business strategy. On the one hand, a higher degree of flexibility is considered to be an SME
advantage, while low diversification and exposure to higher risk are considered to be
disadvantages (Kljucnikov et al., 2019).

Many researchers have recently focused their attention on human resource management
(HRM) and the associated personnel risk, as they consider the human dimension to be a source
of competitive advantage (Gonclaves et al., 2019). The negative effect of personnel risk
negatively impacts an enterprise's economic performance. Therefore, personnel risk represents
an essential component of business risk that SMEs must address.

The originality and excellence of this research lie in the examination of entrepreneurs’
attitudes in the SME sector in Slovakia. As part of this research, a significant sample of
respondents and relevant data in personnel risk management were obtained.

The structure of the article is as follows. In the theoretical section, other scholars’ opinions
about the researched field are presented, and the scientific gap defined. The following section
defines the aim of the research, methodology, and description of the empirical data. The section
is followed by the results of the study and a short discussion thereof. The integrated research
results, the limits of the research, and the focus for further research are presented in the final
section.

1.1 Literature review

Regardless of size, every enterprise has to deal with some risks that can negatively affect
their performance. Lima et al. (2020) stress that SMEs are confronted with risks more often
than large companies, and that it is in the former’s best interest to address the risk in terms of
its prediction, assessment, and management. The authors also point out that SMEs cannot
implement the risk management guidelines intended for large companies due to SMEs’ specific
circumstances (for example access to resources), a contention that is supported by Ohal et al.
(2019). Wuen et al. (2020) lend further support to this assertion in the context of HRM. Cera et
al. (2019) observe that an enterprise’s exposure to risk can have negative consequences if the
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enterprise is not prepared. Olah et al. (2019) emphasise that most risks are borne by SMEs;
however, appropriate management of risks can transform them into competitive advantage.
Thus, risk management may be assumed to have become an essential part of SME management.
Songling et al. (2018) identified a significant and positive relationship between SMEs’
performance (financial and non-financial) and risk management. The authors identified this
benefit especially in emerging economies, and considered risk management as a source of
competitive advantage because it reduced potential costs. Numerous barriers to risk
management in the SME sector have been identified: a lack of managerial knowledge,
demographic factors (such as age, gender, and education), personality (attitude to risk), and
organisational structure (Zoghi, 2017).

Korcmaros and Simova (2018) regard financial risks as constituting a significant part of
SMESs’ risk exposure. They associate SMEs’ financial risk exposure with their limited access
to funding for their activities. Dvorsky et al. (2020) added legal, market, operational, and
personnel risks (which, in this study, is presented as employees’ engagement in the performance
of an enterprise) to SMEs’ risk exposure.

Fetisovova et al. (2012) demonstrate that SMEs are more exposed to risks than larger
enterprises. The authors claim that the higher risk rate of SMEs is a consequence of a low degree
of diversification, low capital strength, limited access to capital, the form of owner liability, and
lower managerial qualification.

In this context, Ivanova (2017) observes that SMEs generally have limited access to external
sources of financing innovations. In Slovakia, the most used source of financing innovations
among enterprises is profit; this was reported by 50% of the Slovak enterprises in the study.
The author contends that access to external sources of funding depends on an enterprise’s size.
A similar conclusion was reached by Hvolkova et al. (2019), who examined and compared
innovation barriers in Slovakia in 2014 and 2017.

Wauen et al. (2021) add informal structure and a preference for generalists over specialists as
other sources of SMEs’ risks that influence their performance. Kozubikova et al. (2021)
recognises different types of business risk: lack of strategic focus, lack of thinking in a strategic
context, insufficient planning, and poor flexibility. Haviernikova and Kordos (2019) identified
business risk as the most significant, and classified it into legal risk, loss of reputation, and
personnel risk. Personnel risk can be defined as the probability that, due to human factor failure,
undesired effects on business activities will occur.

The issue of personnel risk management has received less attention from scholars than other
types of managerial risks. As has been mentioned, employees represent important capital for an
enterprise, which can significantly influence its performance and success (Gonclaves et al.,
2019). Due to the importance of employees, Kozubikova et al. (2021) pointed out the negative
consequences of personnel risks in terms of employees’ activity or passivity.

SMESs’ personnel management plays an important role in this process. According to Uyar
and Deniz (2012), an SME’s focus on HRM helps it sustain its development. Therefore, poor
personnel management can negatively affect enterprise performance and proper functioning.
Wuen et al. (2021) highlight the importance of personnel management in the SME sector in
terms of managing and motivating employees to realise their full potential.

Hudakova (2009) lists the most important sources of personnel risk in an enterprise: a high
employee turnover rate, employees’ error rate in the transformation process, inadequate
controls for employees, increased instances of absenteeism and incapacitated employees,
insufficient employee qualifications, an inadequate remuneration system, decreased work
morale and discipline, insufficient motivation for employees, time stress, and employee
overload.
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Olah et al. (2019) identify the most dangerous risks related to personnel management as
employees’ errors, shortage of skilled employees, insufficient job description, employees’
adaptation, employee motivation, and employees” social relationships.

The International Labour Organization (2019) identifies an important ‘human-centred’
approach to employees from the points of view of businesses and governments. The document
prioritises the achievement and promotion of employees' skills; additionally, it emphasises
sufficient legislation and a specialised institution to provide guidelines on the issue of human
resources. As in other studies (Nguyen et al., 2021; Goncalves et al., 2019; Klujcnikov et al.,
2016), the emphasis in this document is on the importance of skilled employees in the context
of an enterprise's performance. It may be concluded that HRM has assumed an essential role in
SME management. According to Zuma (2018), HRM turns human resources into human capital
to significantly affect an organisation's success. The critical issue is finding the right person for
the right work position; most entrepreneurs are aware that a skilled employee is a gift to the
company. However, there are other risks associated with HRM: employee turnover, employee
error rate, uneducated employees, low engagement, insufficient controls, injury, etc.

Moreover, all these personnel risks could negatively influence an enterprises' sustainability
and performance because of the critical position of employees in business success (Olah et al.,
2019). In this respect, SME managers must be aware that this issue requires constant attention,
comprehensive analysis, and effective management because, as stated in a Deloitte report
(2018), one of the most significant business risks is people’s behaviour. If we generalise
Meekaewkunchorn et al.’s (2021) results, proactiveness and risk-taking ability are equally
essential for a human resource strategy.

In this context, Heilmann et al. (2018) emphasise the need for a proactive management style
that efficiently invests in human resources to swiftly adapt to positive changes to meet
customers’ needs. The key attitude for SMEs is looking to the future, identifying the silent
signals, motivating learning, and managing competencies based on practical solutions.

2. Aim, Methods, and Data

The aim of the study is to present and quantify significant factors of personnel risk in the
SME sector. Part of the goal of the study is to compare entrepreneurs’ approaches to these
factors based on company size, entrepreneurs’ education, and the age of the
entrepreneur/manager.

The empirical research was conducted in Slovakia via an online questionnaire. The data were
collected from September 2020 to January 2021, via an online questionnaire published on
survio.com. By random selection, 10 100 SMEs from Slovakia were obtained for the sample.
The ‘Cribis’ database in the Slovak Republic was used to define the primary sample of
respondents and their contact details. The selected enterprises were contacted by email and
requested to complete the published questionnaire. The average return rate for the questionnaire
was 2.52 %. The questionnaire could be completed only by the owner or top manager of an
SME (hereafter, respondent).

The total number of respondents was 255, of which 76 % were owners and 24 % were
managers (hereafter, entrepreneurs). The limited liability companies constituted the majority of
the respondents — 76.86 % (N = 196). From the business sector, the highest response rate was
from the service sector — 60.78 % (N = 115). Most of the enterprises operated in the Bratislava
region —24.71 % (N = 63).

The composition of the sample was as follows: in terms of size, micro-sized enterprises
constituted 61 % of the respondents, 24 % were small-sized enterprises, and 15 % medium-
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sized enterprises; in terms of education of the entrepreneurs, 4 % of the respondents reported
secondary education without graduation, 22 % reported secondary education with graduation,
4 % reported a 1st degree of university education, 63 % a 2nd grade of university education,
and 9 % a 3rd grade of university education.

The following statistical hypotheses were formulated, based on theoretical knowledge and
discussions with selected entrepreneurs from the SMEs sector:

H1: There are statistically significant differences in the structure of the answers for the
assessment of the statement, ST1: | consider personnel risk in the enterprise as acceptable, and
it does not negatively affect my/our entrepreneurship based on:

H1A: the size of the company,

H1B: the education of the manager/owner of the enterprise, and

H1C: the age of the manager/owner of the enterprise.

H2: There are statistically significant differences in the structure of the answers for the
assessment of ST2: The rate of employee turnover is low, and it does not have a negative impact
on my/our entrepreneurship based on:

H2A: the size of the company,

H2B: the education of the manager/owner of the enterprise, and

H2C: the age of the manager/owner of the enterprise.

H3: There are statistically significant differences in the structure of the answers for the
assessment of ST3: The employee error rate is low and does not have a negative impact on
entrepreneurship based on:

H3A: the size of the company,

H3B: the education of the manager/owner of the enterprise, and

H3C: the age of the manager/owner of the enterprise.

H4: There are statistically significant differences in the structure of the answers for the
assessment of ST4: Our employees attempt to improve their performance, and work
competitiveness prevails among them according to:

H4A: the size of the company,

H4B: the education of the manager/owner of the enterprise, and

HA4C: the age of the manager/owner of the enterprise.

Additionally, statistically significant differences in the respondents’ positive answers to each
hypothesis will be compared. The statistical hypotheses were tested using descriptive statistics
(percentages) and Pearson’s statistics (chi-square and Z-score). These methods allow a
quantification of the statistically significant differences in the defined sample of respondents.
According to Reznakova (2007), chi-square tests for goodness of fit. The hypothesis, Hy: ; =
m;, 0,where i = 1,2,---,K (with K the number of categories and }; r;, 0 = 1) is compared to
the alternative hypothesis, Hy: H, is rejected. If the consant factors, m;, 0, are the same, we can
formulate the null hypothesis as Hy: m; = my, = -+ = my,. FOr m; = 5, the statistical formula for
chi-square is given by:

Z (n; — n;, 0)? (1)
nm;, 0 ’

where n;, 0 are the theoretical (expected) observations for a category in a random sample
of n. This random variable has, in the event that H,, is correct a chi-square distribution of the
quantity with (K — 1) degrees of freedom, i.e. 42 [k . The calculated value of the test
statistic, z?, is compared to the quantile, [K-1].
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The p-value of chi-square was calculated as follows. A contingency table was drawn, using
the SAS JMP software, version 16.0, of the value of the chi-square distribution (?) statistic
and the appropriate degrees of freedom; the probability was then determined whether the
variance of the observed values from the expected values was caused by chance. The calculated
value of the probability was compared to the significance level of « = 0.05 (as the lower critical
threshold of the probability to reject H,) to evaluate the hypothesis.

3. Results

The results of the empirical research and their statistical analysis are presented in the
following tables (Tables 1-4).

Table 1: I consider personnel risk in the enterprise as adequate, and it does not negatively affect my/our
entrepreneurship (ST1)

ST1 A B C
Small,
. mediu I p-
N Mlcro_ m Secondary Unlver_sny A5 a5+ Z-score value
enterprise education education A
enterpr A
ise
L. Strongly 22 16 6 12 15 7 15 082 0.41
agree
z- P
2. Agree 84 52 32 10 69 29 55 value
score B B
142 sum 106 68 38 22 84 36 70 -1.00 0.32
H2sumin% 4 4359 3838  36.07 43.30 43. 40 Z-score \F/)z-ilue
° 57 ' ' ' ' 37 70 C A
3. Neutral 68 45 23 10 52 22 46 0.41 0.68
4. Disagree 69 38 31 25 50 23 46
5. Strongly 12 5 7 4 8 2 10
disagree
Sum 255 156 99 61 194 83 172
Chi-square 4.98 17.66 1.55
p-value 0.29 0.001 0.82

Source: Processed by authors

Of the respondents, 41.5 % agreed with the statement, ST1, 26.67 % of them were neutral,
while 31.76 % did not agree with the statement. These results could not be considered as
positive.

Of the respondents who agreed with ST1 (I consider personnel risk in the enterprise as
acceptable, and it does not negatively affect my/our entrepreneurship), 36.07 % were
entrepreneurs with secondary education and 43.59 % were from micro-sized enterprises. The
results point to the existence of statistically significant differences in the structure of the
respondents” answers in B: education of respondents (y2 = 17.66; p — value = 0.001).
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The p-value of the Z-score suggests that the differences in the positive attitudes of the
respondents to ST1 are not statistically significant.

Thus, it may be stated that there are no statistically significant differences in the answers for
the assessment of ST1 (I consider personnel risk in the enterprise as acceptable, and it does not
negatively affect my/our entrepreneurship).

H1A was not supported.

H1B was partially supported.

H1C was not supported.

Table 2: The rate of the employees’ fluctuation is low, and it does not have a negative impact on my/our
entrepreneurship

ST2 A B C
Small
Micro mediu Secondary University Z- p-value
N . m ! ; 45- 45+
enterprise education education scoreA A
enterpr
ise
L. Strongly 55 35 20 9 46 16 39 019 0.85
agree
Z- p-
2. Agree 86 52 34 18 68 29 57
score B value B
1+2 sum 141 87 54 27 114 45 96 -1.99 0.047
55. 54. 55. Z- p-
0,
1+2 sum % 29 B55.77 54.55 44.26 58.76 22 81 scoreC  value C
3. Neutral 55 35 20 13 42 19 36 -0.24 0.81
4. Disagree 43 25 18 13 30 15 28
5. Strongly 6 9 7 8 8 4 12
disagree
sum 255 156 99 61 194 83 172
Chi-square 0.63 9.07 0.98
p- value 0.96 0.06 0.91

Source: Processed by authors

Of the respondents, 55.29 % agreed with the statement, ST2, 21.57 % them were
disinterested, while 23.14 % did not agree with the statement. These results could not be
considered as positive.

Of the respondents who agreed with ST2 (Employee turnover is low, and it does not have a
negative impact on my/our entrepreneurship), 44.26 % had secondary education and 58.76 %
had university education). The results suggest no statistically significant differences in the
structure of the respondents” answers in respect of all the factors examined.

The p-value of the Z-score suggests differences in the positive attitudes of the respondents.
The respondents with university education significantly agreed more with ST2 than those with
secondary education (58.76 %/44.26 %).
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Thus, it may be stated that there are no statistically significant differences in the answers for
the assessment of ST1 (I consider personnel risk in the enterprise as acceptable, and it does not
negatively affect my/our entrepreneurship).

H2A was not supported.

H2B was partially supported.

H2C was not supported.

Table 3: The error rate of the employees is low and does not have a negative impact on entrepreneurship (ST3)

ST3 A B C
Small
. mediu A p-
N Mlcro_ m SeconQary Unlver_sny 45 45+ Z- value
enterprise education education score A
enterpr A
ise
L. Strongly 33 23 10 6 27 8 25 051 0.61
agree
z- b
2. Agree 106 64 42 25 81 30 76 value
score B B
1+2 sum 139 87 52 31 108 38 101 -0.66 0.51
p_
. 54. 45. 58. Z-
0,
1+2 sumin % 51 55.77 52.53 50.82 55.67 78 7 score C \c/:alue
3. Neutral 59 38 21 13 46 23 36 -1.94 0.052
4.Disagree 42 25 17 12 30 16 26
5.Swongly 5 g 9 5 10 6 9
disagree
Sum 255 156 99 61 194 83 172
Chi-square 4.18 1.95 3.99
p-value 0.38 0.75 0.41

Source: Processed by authors

Of the respondents, 54.51 % agree with the statement, ST3, 23.14 % of them were
disinterested, and 22.35 % did not agree with the statement. These results could not be
considered as positive.

Of the respondents who agreed with ST3 (The employees’ error rate is low and does not
have a negative impact on entrepreneurship), 45.78 % were 45 years old or younger, while
58.72 % were older than 45 years. The results indicate that there are no statistically significant
differences in the structure of the respondents” answers in respect of all the factors examined.

The p-value of the Z-score suggests that the differences in the attitudes to the statement, ST3,
are not statistically significant.

Thus, it may be stated that there are no statistically significant differences in the answers for
the assessment of ST3: The employees' error rate is low and does not have a negative impact
on entrepreneurship, based on company size, education, or respondent age.

H3A was not supported.

H3B was not supported.
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H3C was not supported.

Table 4: Our employees try to improve their performance and work competitiveness prevail among them

ST4 A B C
Small
. mediu A p-
N Micro _ m SeconQary Unlver_sny 45- 45+ Z- value
enterprise education education score A
enterpr A
ise
1. Strongly 19 16 3 1 18 7 12 101 0.31
agree
z- P
2. Sthlasim 81 49 32 17 64 14 57 value
score B B
1+2 sum 100 65 35 18 82 21 69 -1.78 0.08
1+2 sum in % 39. 41.67 35.35 29.51 42.27 25. 40. z \F/);;llue
° 22 ' ' ' ' 30 12 scoreC
3. Neutral 94 55 39 24 70 29 65 -2.32 0.020
4. Disagree 55 33 22 18 37 21 34
5. Strongly 6 3 3 1 5 12 4
disagree
Sum 255 156 99 61 194 83 172
Chi-square 4.89 6.67 18.58
p-value 0.30 0.15 0.0006

Source: Processed by authors

Of the respondents, 39.22 % agreed with the statement, ST4, 36.86 % of them were neutral,
and 23.92 % did not agree with the statement. These results could not be considered as positive.

Of the respondents who agreed with ST4 (Our employees attempt to improve their
performance, and work competitiveness prevails among them), 23.50 % were 45 years old or
younger, and 42.27 % had university education. The results indicate that there are statistically
significant differences in the structure of the respondents” answers in respect of the factor, C:
age of the manager/owner (y2 = 18.58; p — value = 0.0006).

The p-value of the Z-score suggests that the differences in the attitudes to the statement, ST4,
are statistically significant (C). The entrepreneurs aged over 45 years significantly agreed more
with ST4 than younger entrepreneurs.

Thus, it may be stated that there are statistically significant differences in the answers for the
assessment of ST4: Our employees attempt to improve their performance, and work
competitiveness prevails among them, based on the age of the respondent.

H3A was not supported.

H3B was not supported.

H3C was supported.
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4. Discussion

The enterprises” personnel risk was assessed as acceptable by 42 % of the respondents.
However, up to 32 % of the respondents assessed the risk as unacceptable, which gives rise to
various questions. Of the respondents, 55 % assessed employee turnover as low, and only 23 %
thought the opposite. It may be assumed that this factor did not cause significant problems in
SMEs. The employees' error rate was relatively low and did not negatively influence the
entrepreneurship of the SMEs. Despite this fact, there may other explanations for the SMEs’
better performance in respect of this factor.

A relatively small proportion of the respondents (39 %) agreed that their employees
attempted to improve their performance, and that work competitiveness prevailed among them.
The fact that some respondents (up to 37 %) could not clearly formulate their opinion could be
considered problematic. One possible explanation could be their inability to assess their
employees; another could be simply that they were not concerned with this issue. These results
could not be considered as positive. Of all types of challenges, managing people is among the
riskiest and most critical areas for enterprises (Ortlieb and Sieben, 2012), as employees are
considered important capital for enterprises, with a significant influence on SMEs’ performance
(Gonclaves et al., 2019).

SMEs are generally known for their informal, spontaneously emerging, and reactive
approach to HRM (Psychogios et al., 2016), and do not have formal HRM functions; SME
managers deal with HRM practices in addition to their core managerial functions, and are rarely
formally trained in the implementation of HRM procedures. The managers often do not have
HRM structures and formal HRM policies developed (Heilmann et al., 2018).

According to Hudakova et al. (2019), personnel risks are often underestimated in the current
business environment. This was demonstrated by the results of their study, conducted in 2017,
which was based on a sample of 487 SMEs in Slovakia. In this study, personnel risks were
ranked the fourth most serious risks for SMEs. The managers and the owners of SMEs are often
perceived as sources of personnel risks, which include unequal qualifications of employees,
high employee turnover rate, decreased work morale, lack of discipline, and employee errors.
According to the authors, SME owners and managers are aware of staffing risks but do not pay
adequate attention to them.

It is evident that small enterprises need to adopt adequate risk management strategies to deal
with the threats and challenges that arise from internal and external sources, as these have the
potential to severely threaten the firms’ survival (Islam and Tedford, 2012; Verbano and
Venturini, 2013). The implementation of a risk management process enables the evaluation of
risks, which then allows for calculated and acceptable risks to be taken (Hudakova et al., 2018).

In this context, SME owners and managers must be able to eliminate the impact of personnel
risk on their enterprises.

5. Conclusions

The aim of the study is to present and quantify significant factors of personnel risk in the
SME sector. Part of the objective is to compare entrepreneurs' attitudes to personnel risk factors
based on company size, entrepreneurs’ education, and the age of managers/owners.

The study revealed that personnel risk constituted a vital entrepreneurship risk for SMEs,
because up to 32 % of all the respondents considered this risk unacceptable. Neither employee
turnover nor employees’ error rate posed a significant problem for SMEs at the time of the
study. Only a small proportion of the respondents agreed that their employees attempted to
improve their performance, and that work competitiveness prevailed among them.
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The study confirmed some differences in the structure of the entrepreneurs' attitudes based
on their education and age. There are also differences in the entrepreneurs' positive attitudes
towards individual claims based on their education and age. This study has some limitations:
one is the limited, although representative, sample of respondents; the other is the timing of the
research in terms of the phase of the economic cycle. Nevertheless, the results show that the
issue of personnel management in the effective management of personnel risks in an SME
environment can be an interesting area for scientific research.
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