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Abstract

This study examines the adoption of recruitment & selection practices in Pakistani small & medium-size enterprises
(SMEs). The study was conducted in the context of SMEs in the service and manufacturing sector in a Pakistani context.
The primary data was collected through a survey of recruitment & selection practices and as such the study is
quantitative in nature. For the purpose of this study, a SME is defined as an organization employing between 20 and
250 employees with a small organization employing 20-100 employees and a medium sized organization employing
101 -250 employees. The target population of the study consisted of SMEs operating in the city of Karachi, Pakistan.
Stratified random sampling method was applied to collect data from 331 SMEs. Cross tabulation was used to examine
the level (low, moderate or high) of adoption of recruitment and selection practices in small and medium size firms. Chi
square statistics was used to see the significant differences between small and medium-size firms regarding the use of
recruitment and selection practices our findings indicate that there is a low level of adoption of recruitment and
selection practices in Pakistani SMEs. There were no significant differences between small and medium-size firms
regarding the use of majority of recruitment and selection practices.

Keywords: Pakistan; Recruitment; Selection; SMEs.

1. Introduction

Small and Medium Enterprises (SMEs) play a significant role in the economic development of a country [1] both
through employment creation and income generation [2]. Key to strengthening the SME sector is through the optimal
utilisation of its human resources, technology and processes [3], [4]. Within SMEs each employee constitutes a larger
percentage of the total workforce [5] emphasising the crucial importance of recruitment and selection practices which
create an environment within which the skills and capabilities could be optimised and contribute to firm performance
[6], [7]. Further to the latter, the focus of this paper is on exploring recruitment and selection practices in Pakistani
SMEs.

Prior studies have indicated that there is no uniform definition of SMEs in Pakistan [8-10]. The Small and Medium
Enterprise Development Authority (SMEDA), SME Bank, Pakistan Bureau of Statistics (PBS) and State Bank of
Pakistan (SBP) have defined SMEs in different ways. For example, SMEDA defines a SME based upon the number of
employees and total number of productive assets. The SME bank uses only total number of assets as the criterion. PBS
takes into consideration only the number of employees. Whereas, SBP’s definition of a SME is based on the nature of
the business, number of employees, amount of capital employed and net sales value per annum. In this paper a SME is
defined as: A small business is defined as an organisation employing one hundred or fewer employees, whereas
medium-sized businesses are defined as ranging from 101 to 250 employees (the maximum size of employees are used
as 250, as most of the official organisations in Pakistan use this size of employees in their definition of SMESs). Twenty
employees are used as the lowest extremity for size because five out the six practices that the study focuses on are
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functional HRM practices and SMEs with a workforce with more than 20 employees are expected to have some kind of
management structure [11].

Pakistan’s economy, like that of many developing countries is a direct reflection of its SME sector [12]. According to
Economic Census of Pakistan 2005 (this is the latest census in Pakistan); there are 3.2 million businesses in Pakistan.
SMEs represent more than ninety percent of all private businesses and employ nearly 78 percent of the non-agriculture
labour force in Pakistan [13]. SMEs’ contribution to Pakistan’s Gross Domestic Product is more than thirty percent.
Additionally, the sector represents 25 percent of exports of manufactured goods and thirty-five percent in
manufacturing value added. Almost 53 percent of all SME activity is in retail trade, wholesale, restaurants and the hotel
sector. Twenty percent of SME activity is in industrial establishments and 22 percent in service provision [13].
However, regardless their economic importance, SMEs in Pakistan suffer from a variety of shortcomings, which have
confined their ability to adjust to the economic liberalisation measures introduced by the GoP and their capacity to take
full advantage of the rapidly growing world markets. These shortcomings include for example a focus on low value-
added products, absence of an effective business information infrastructure, an energy crisis, lack of strategic planning,
low levels of financial literacy, unskilled human resources and non-aggressive lending strategies by banks [10], [14-17].
What makes a study on Recruitment and Selection practices in Pakistani SMESs is important? Pakistani SMEs are facing
a big challenge in managing their human resources [18]. For example, the higher education institutions and the technical
training infrastructure are the only two educational providers, both of which are not familiar with the unique
requirements of SMEs nor are they equipped to deal with the challenges associated with SMEs. In addition, the limited
financial resources of SMEs significantly limit their human resource development [14].

2. Literature review

Recruitment Practices: Recruitment is defined as ‘the process of attempting to locate and encourage potential applicants
to apply for existing or anticipated job openings’[19]. Recruitment strategies are directed to establishing a pool of
qualified, skilled and experienced people for effective selection decisions [19]. Thus, ‘recruitment is about sourcing the
right people at the right time in the right place at the right price’ (p. 15). According to Golhar and Desphande [7]
external recruitment methods such as employment agencies and educational institutions are the key source of attracting
fresh talent to the organisation.

Pfeffer [20] argues that firms can enhance their profitability by recruiting the right people in the first place. Moreover,
previous research studies have found a positive relationship between effective recruitment and firm performance [e.g.
[20], [21-23]. For instance, in a study of high performing hotels, Chand and Katou [23] found a high correlation
between recruitment and profitability.

Most of the literature focusing on recruitment in SMEs, argue that small firms tend to use informal channels for
employee recruitment (Marlow and Patton [24]. Carroll et al. [25] examined the recruitment methods of small firms and
found little evidence of formal systematic procedures. For instance, they report that none of these firms use job analysis
and all the firms in their study rely on word of mouth from the existing staff in their recruitment efforts. Some other
studies [e.g. [26], [27], [28] also found ‘word of mouth’ as the most common method used in the recruitment process
within the small business context.

In comparative studies of small and large firms, Deshpande and Golhar [29], and Golhar and Deshpande [7] reported
that small and large firms prefer to hire employees from within organisations and engaged in practices such as job
posting and biddings. In addition, these studies indicated that small firms tend not to use external recruitment methods
such as employment agencies and educational institutions [29]. However, the study of Barrett and Mayson [30] found
that growth-oriented small firms tend to adopt more formal recruitment practices in comparison to hon-growing firms.
In another study of small and larger firms, Barber et al. [31] found that small firms apply less formal recruitment
practices in comparison to large firms. Moreover, they assert that larger firms are more oriented to set recruitment goals
while small firms are more focused on performance outcome and turnover (p. 863). Heneman and Berkley [32] reported
that small firms are using many different ways to attract employees rather than focusing on a set of best practices.
However, they suggested that small firms can enhance their recruitment practices by having a HR manager or
establishing a HR department.

Selection Practices: The selection process involves evaluating suitable applicants, their information from application
forms, resumes, references and documents, tests undertaken and information collected from interviews [19]. According
to Pfeffer [20], firms should emphasise important attributes that differentiate applicants. In addition, he argued that
employees should be selected on the basis of basic ability and attitude rather than on technical skills, which can be
easily acquired.

As in the case of recruitment, most of the small business literature argues that small firms tend to use less formal
selection methods. According to Kotey and Slade [27] small firms tend to use more formal selection practices as they
grow. They reported the use of the interview method as the predominant selection method at the operational level and
review of applications, assessment of qualifications, and the use of references at the managerial level (p. 26). Golhar
and Deshpande [7] found one-on-one interviews as a well-accepted selection method in both large and small firms.
However, written tests and panel interviews were most often used by larger firms (pp. 35-6). Moreover, Bartman et al.
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[33] in a study of 498 small businesses noted more informal and reactive approaches to selection practices by small
firms. They reported unstructured interviews as the common selection method in small firms (p. 347). Their results are
consistent with Marlow and Patton [24]. However, Rowden [34] studied successful small firms in the US and found
more formal selection practices with a focus on appropriate technical skills and positive work ethics.

Regarding the link between selection and firm performance, Delaney and Huselid, [22] found a positive relationship
between selective staffing and firm performance. Chand and Katou [23] also noted a high correlation between selection
and profitability.

In view of the discussion above the objective of this paper is to explore the current prevalence of Recruitment and
Selection practices in Pakistani SMEs? The research objective focuses on providing descriptive trend data on the
prevalence of Recruitment and Selection practices in SMEs. In other words, collectively, which practices are most
common and which are marginalised among our sample of SMEs?

3. Methodology

3.1. Sample

To examine the explore Recruitment and Selection practices in Pakistani SMEs; a large scale questionnaire survey was
conducted in the industrial city of Karachi, Pakistan. The sampling frame was based on the following data bases:
Karangi Association of Trade and Commerce (KATI) Karachi; Karachi Chamber of Commerce and Industry (KCCI)
and Jamal’s Yellow pages, Pakistan. However, the three databases were not specifically designed for SMEs.
Nevertheless, these data bases were deemed to be the most reliable and updated databases in Karachi, Pakistan. A
random sample of 703 firms was selected. The population was stratified by industry sector (manufacturing and
services). These two sectors were selected based on their economic importance [35] and their likelihood to have some
management structure.

3.2. Data collection

It was not possible to collect data in the ‘normal’ postal survey method and the researcher had to utilise a team of 10
individuals to collect data from the selected sample owing to the following reasons: (1) security was an issue, (2) data
collection commenced shortly after a major flood occurred in Pakistan, (3) SME managers who represented the target
sample may not have a good command of the written English language, and (4) education levels of SME managers are
low. The data collection team consisted of postgraduate research students at University of Karachi. The researcher is a
senior university lecturer and was able to identify suitable individuals. The researcher provided a 2-day training course
to the data collection team on the content of the survey itself and collection of the data through filling out the
questionnaires by face-to-face collaboration with survey respondents. The team was continuously monitored by the
researcher. To seek participation from the selected organisations, the research team contacted the organisations first by
telephone and through their personal interaction with the management of trade associations. The selected organisations
were first asked about the size of their workforce and the number of employees they employ since the databases were
not designed specifically for SMEs (as mentioned above). If the selected organisation fulfilled the requirements of the
definition of a SME (20-250 employees), the SME manager was invited to participate in this survey. In cases where a
particular organisation declined the invitation, it was replaced by contacting another organisation in the same industry
as per the sampling frame.

A total of 703 firms were selected, contacted by phone and invited to participate in this survey. Of these firms, 357
SMEs (50.78 percent response rate) accepted the invitation to fill out the survey questionnaire. Most of the respondents
who agreed requested that the researcher visit their organisations personally, and only a few respondents (from services
sector) agreed to fill questionnaire by email (five firms). In each case, the procedure was explained to the respondents
about how to fill the questionnaire out and they were assured that their responses would be treated as strictly
confidential. The questionnaires were filled out by either the owner or human resource manager in each firm. In the end,
357 questionnaires were collected. Of the 357 responses collected from SMEs, 243 were from the manufacturing sector
and 114 responses from the service sector. A total of 227 responses were collected from small firms (145 from
manufacturing and 82 from service sector) and 130 responses from medium sized firms (98 from manufacturing and 32
from service sector).

3.3. Measures

Questionnaire: The survey instrument was adapted from Wiesner et al. [11] and was applied in the Pakistani context of
this study. In addition, the language of survey questionnaire was English as this language is commonly used in most of
the Pakistani organisations. This survey questionnaire was originally developed and validated by Wiesner et al. [11] for
the study of ‘high performance management practices’ in Australian SMEs during 2007. The content validity and
reliability of the updated questionnaire were also addressed. The content validity of the revised questionnaire was
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determined by interviewing and presenting the questionnaire to 10 SME owner-managers in different SMEs within
Karachi, Pakistan. In addition, five managers from SMEDA (Small and Medium Enterprise Development Authority
Pakistan) were invited to comment on the questionnaire. This was followed by a pilot survey conducted in 20 different
SMEs in Karachi, Pakistan. On the basis of the interview feedback and results from the pilot survey, the survey
instrument was revised and presented to the selected sample. A reliability analysis indicated a Cronbach Alpha
Coefficients of between 0.62 and 0.80 for each section.

4. Results

Cross tabulation was used to examine the level (low, moderate or high) of adoption of recruitment and selection
practices in small and medium size firms. Chi square statistics was used to see the significant differences between small
and medium-size firms regarding the use of recruitment and selection practices. It is evident from Tablel that there is
low level of adoption of formal recruitment and selection practices. Consistent with Wiesner, McDonald and Banham
(2007) we defined a low level of adoption of recruitment and selection practices are employed where 30 percent or less
of SMEs have adopted that practice, moderate level of adoption falls between 31 and 69 percent and high level of
adoption of recruitment and selection practices are occurred where 70 or more firms have employed that practice.

The recruitment practices in Table 1 indicate that most of SMEs (more than 70 percent) relied on informal recruitment
practices such as referrals by employees, referral from other sources and walk-ins. About one third of SMESs were using
written job description. Only 38 percent were using newspaper advertising, 13 percent of SMEs were utilising internet
recruitment, and 3 percent reported educational institution recruitment services, and recruitment consultants. In
addition, only one percent of SMEs have chosen Radio, Television or Magazine advertisement media. Moreover, firm
size was not significantly affecting the adoption of recruitment practices with only Direct mail method was more
prevalent in medium-size firms compare to small firms.

With regard to selection practices, less than 50 percent of SMEs were utilising application forms. One-on-one interview
and unstructured interview methods were the dominant selection method in more than 80 percent of SMEs. However,
formal practices were significantly higher in medium sized firms compare to small firms (8 out of 16 practices).
Moreover, services-based SMEs have significantly adopted more formal selection practices in comparison to
manufacturing firms (11 practices).

Table 1: The Prevalence of Recruitment and Selection Practices in Pakistani SMEs

Small firms  Medium-size firms

% n % %
Recruitment Practices
1 Internal recruitment methods 99 327 99 99
2  Job analysis 72 238 72 72
3 Job analysis computer software 3 11 2 6
4 Written job description/specification 37 121 33 44
5  Role specification 66 217 64 68
6  Employee requisition forms 31 103 28 38
7 Advertising via bulletin board/news letter 10 32 10 10
8 Internal data base search for internal applicants 24 79 22 27
9  Newspaper advertising 38 124 38 36
10 Government employment agency 0 O 0 0
11 Private employment agency 9 29 10 7
12  Referrals by employees 87 287 87 86
13 Referral from other sources 79 260 79 79
14 Walk-ins 71 235 75 65
15 Radio advertising 1 2 0 2
16  Television advertising 1 2 0 2
17  Internet recruitment 13 42 13 13
18 Direct mail 21 68 14 32*
19  Advertising in magazines 1 2 1 1
20 Educational institutions' recruitment services 3 10 3 3
21  Professional associations 0 O 0 0
22  Recruitment consultants 3 10 3 3
23 Recruitment strategy specifically targeting older workers 1 2 1 0
Selection Practices

24 Application forms 49 160 43 59*
25 One-on-one interviews 90 298 92 87
26 Unstructured interviews 83 272 84 79

27  Structured interviews 53 177 50 60
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28 Panel interviews 46 152 39 60*
29 Behaviourally based interviews 29 95 21 42*
30 Work samples 51 169 46 60*
31  Written reference checks 24 80 23 27
32 Verbal (telephone) reference checks 18 57 21 11*
33 Psychological tests 3 10 3 3
34 Assessment centre 10 33 7 16*
35 Use consultants in selection process 4 12 3 4
36  Line manager makes selection decision 33 109 35 29
37  Other managers/employees have input in selection design 27 89 33 16*
38 Other employees have input in final selection decision 12 39 16 4*
39 External consultant have input in the final selection decision 1 4 1 2
*p <0.05

5. Discussion

This paper examines the adoption of recruitment and selection practices in Pakistani SMEs. Within the selection
component, some contradictions occurred with regard to some sub- components. Formal practices such as Application
form, Panel interviews and behaviourally based interviews practices were used to a significantly greater extent by
medium firms whereas small firms employed informal selection practices to significantly greater extent. The latter
finding is consistent with the results of [36]. The other selection practices such as Work samples, written and verbal
reference check, Assessment centers and External input in the selection process show no differences with regard to firm
size. Such practices were used to a minor extent in both small and medium firms despite acknowledged ability to
enhance the general validity and acceptability of selection decisions [37]. Jameson has found that employing more
formal sophisticated methods may enhance SMEs’ ability to improve the appropriateness of appointments as a means to
lower employee turnover [38]. These more sophisticated selection practices are relatively more costly and time
consuming to implement in small firms than in larger firms [39, 40] especially as SMEs often may not have managerial
resources and expertise in the area of selection and other HRM activities [6], [41-43]. Furthermore, these practices are
normally sourced external to the SME owing to the mentioned lack of expertise within the SME.

Within the Pakistani context, specific triggers of this lack of f adoption of formal recruitment and selection practices,
could be the lack of resources [44], [45], current financial and economic problems [17], a lack of awareness about the
benefits of such practices (as discussed above) and also a lack of training, education, and entrepreneurial skills which
are integral to the current characteristics of the respondent SMEs [46].

6. Conclusion

A low level of adoption of formal recruitment and selection practices were found in Pakistani SMEs. There were no
significant differences between small and medium-size firms regarding the use of recruitment and selection and
practices. Like any other research, this study is not without its limitations. First, the data has been obtained from a
single person in the form of owners/managers who rated their recruitment and selection practices in their organisations
[47]. However, collecting data from owners/mangers, managing directors or the chief executive officer (CEO) as the
self-reporting person is a common approach since CEOs are well informed about all strategic and operational activities
within the organisation [48]Within the SME context it is specifically appropriate since the SMEs owner/manager is the
key person who run most of the affairs of business and take most of the strategic decisions [9].

This study has been conducted in the Pakistani context and the data for this research study was collected from SMEs in
service-based and manufacturing firms in a single city (Karachi) within Pakistan. Thus, caution should be applied for
interpreting the generalizability of results. However, Karachi is the biggest industrial city of Pakistan. It contributes 25
percent to national GDP. It also shares 65 percent in national revenue such as federal and provincial taxes, customs and
surcharges [49]. Furthermore, the data was collected from 13 major industries (within the two major categories of
manufacturing and services). Future research including other parts of Pakistan (rural and urban) would add significantly
to the generalizability of the results within Pakistan.

Finally, the survey in this study was conducted at a single point in time. In view of the significant difficulties
experienced in Pakistan during the conduct of this study, there is the risk of potential distortion of the responses because
respondents may have viewed their world and reality only in the light of whatever seemed important to them at that
specific time. This limitation could be overcome by conducting longitudinal studies in the future (Barnes, 2002).
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