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Abstract: According to the European Commission’s annual report on European SMEs
2023/2024, over 99% of all companies in the European Union (EU) are SMEs (Katsi-
nis et al. 2024, p. 1). Due to this extremely high economic relevance and the large num-
ber of employees working in such companies, leadership also plays a very important role.
Small and medium-sized enterprises (SMEs) have special characteristics, which in turn
also have an impact on leadership. The focus of this paper is on the investigation of this
particular leadership characteristics based on the specifications of SMEs. In addition, the
effects on the employer attractiveness will be highlighted. In times of a shortage of skilled
workers, demographic change and digital transformation, the question arises as to wheth-
er (internal) leadership could also have an influence on employer attractiveness for poten-
tial applicants. Through a comprehensive literature review, the article aims to compile and
correlate existing studies in order to generate findings that can serve as a starting point for
follow-up research.
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INTRODUCTION

The common definition of small and medium-sized enterprises (so-called
SMEs) is the definition of EU Recommendation 2003/361 since 01.01.2005 (ifM
Bonn 2025). The following table visualizes the corresponding values:

Table 1. Definition of SMEs (quantitative)

Company size Nurriber ot and Turnover €/year or Ll tret s
employees total €/year
micro upto9 up to 2 million up to 2 million
small up to 49 up to 10 million up to 10 million
medium-sized up to 249 up to 50 million up to 43 million
(SME) together | up to250 up to 50 million up to 43 million

The table shows that a company is classified as an SME if it has a maximum of
249 employees and an annual turnover of no more than EUR 50 million or a bal-
ance sheet total of no more than EUR 43 million.
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Since over 99% of companies in the European Union are SMEs, this has enor-
mous economic significance. Approximately 65% of all employees in the EU work
in SMEs (Katsinis et al. 2024, p. 2). Scientific studies have already shown that SMEs
have certain characteristics that set certain requirements for the success of com-
panies in terms of business management and leadership (see further course of this
article).

This brings us to the three main questions in this paper: What are the special
characteristics of SMEs? What impact does this have on leadership? The third ques-
tion is how this affects the company attractiveness.

RESEARCH METHODOLOGY

The findings of this thesis can be obtained with a completely theoretical re-
search approach, as a certain amount of prior knowledge already exists in this sub-
jectarea. By means of a comprehensive literature review, the current state of research
can be extensively determined, resulting in research gaps. This opens up a number
of opportunities for follow-up research. Methodologically, structured (scientific)
databases were searched according to specific search criteria and keywords such as
“leadership in SMEs”, “leadership approaches”, leadership and employer attractive-
ness, “SMEs and employer attractiveness”. The focus of the search in the subject area
of leadership was always on characteristics associated with SMEs. The derivation of
the current state of research was also easy to determine based on the publication
data. The investigation took place in such a systematic way.

RESULTS

First of all, the special characteristics of SMEs should be listed (with no par-
ticular focus on leadership). According to Fust and Fueglistaller (2016), SMEs are
characterized by the following qualitative criteria:

>SMEs are usually managed by the founder/owner or their family, who raise
the capital for the company.

>The management in SMEs is usually still involved in operational activities.

p>The relationship with customers and employees is also particularly important
in SMEs. Contact often takes place on a daily basis. The proximity to the employees
is greater.

>Another characteristic of SMEs is the lower hierarchy (levels). As a result,
communication within the company is shorter and more informal. Decisions can
be made more quickly.

>SMEs are also characterized high flexibility.

i>Lower level of available resources. (Fust and Fueglistaller 2016, p. 56)

In addition, further criteria according to Pichler, Pleitner and Schmidt (1997)

can be cited.
> An SME is characterized by the personality of the entrepreneur.
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> The degree of formalization is low for SMEs.

p>The activities of SMEs are often regional or limited to a certain market size.
>SMEs are better able to provide individualized and differentiated services.
(Pichler, Pleitner and Schmidt 1997, p. 12)

The next crucial question is what impact these special characteristics of SMEs
could have on leadership. Research has already identified a number of prerequisites
that successful SMEs have in common:

>Employees are highly valued, as they make a contribution to the company’s
success, especially in small companies.

i>All tasks relating to employees are shaped by an overriding principle.

>Employees have a say in decisions. They take part in decision-making processes.

>Particularly in SMEs, the qualification of employees is of enormous impor-
tance. (Pekruhl and Vogel 2018, p. 34)

Leadership is also one of these prerequisites. Leadership in small and medi-
um-sized enterprises is often characterized by the following characteristics:

i>Management in small companies is usually centralized (top down) (Wolf,
Paul and Zipse 2009, p. 18).

>Decisions of greater importance are made by the owner himself, or he must at
least “approve” them (Wolf, Paul and Zipse 2009, p. 18).

>There is a more familial relationship between manager and employee, which
is characterized by respect (Schon 2012, pp. 135-137, as cited in Fritz 2019, p. 11).

>Compared to larger companies, there is greater loyalty and recognition be-
tween managers and employees (Schon 2012, pp. 135-137, as cited in Fritz 2019,
p-11).

i>The corporate culture is also strongly influenced by the owner. In contrast to
large companies, however, SMEs usually do not have a written code of values (Wolf,
Paul and Zipse 2009, p. 18).

>SMEs are often founded by people with technical training, who therefore
know very little about leadership. (Pfohl 2006, p. 18, as cited in Fritz 2019, 11).

>A strategic company orientation is often neglected because the focus is on
completing operational tasks (Pfohl 2006, p. 18, as cited in Fritz 2019, 11).

We will now discuss whether and how such leadership in SMEs can have an
impact on employer attractiveness. The special characteristics of SMEs allow for
some logical conclusions to be drawn here, which are presented below. It should be
mentioned that the conclusions offer potential for further scientific research. On
the other hand, existing findings from other studies have been supplemented to
substantiate them.

Employer attractiveness can basically be defined as the expected benefits that a
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potential employee will derive from working for a particular organization (Berthon
et al. 2008, p. 156 as cited in Lohaus and Rietz 2018, p. 4). For companies in this
respect, the crucial question is which factors are very important for (potential) em-
ployees (Lohaus and Rietz 2018, p. 6). The contribution to employer attractiveness
can be derived as follows. It is assumed, for example, that cooperative leadership
behavior on the part of managers is the best fit. Such leadership behaviour is charac-
terized by the involvement of employees, empathy, an atmosphere of performance
and well-being, which in turn also favours entrepreneurial action (Wunderer 2009
as cited in Helbich and Herzig 2014, p. 29). It should be noted here that the design
ofleadership, which is perceived as supportive and appreciative by employees, must
not only be supported by the managers themselves, but also by a higher-level HR
department (which, as mentioned above, do not usually exist in SMEs). Further
training must also contribute to managers being able to implement leadership top-
ics professionally in the first place (Helbich and Herzig 2014, p. 29).

The most important part of leadership is communication. Leadership also has
an impact on employer attractiveness because messages such as positive experi-
ences with superiors and with leadership are also conveyed to the outside world.
Through good traditional and new communication in both professional and private
communication behavior, existing employees should remain loyal and new employ-
ees should be attracted (Helbich and Herzig 2014, p. 29-30).

Even though there is still very little research on this specific connection, the
following conclusions can be drawn for employer attractiveness in connection with
leadership in SMEs, which of course give rise to further (empirical) examination.

If we follow the above argument that good leadership cannot be shaped by
managers alone, it is clear that this does not apply to SMEs. Due to scarce resources,
SMEs often do not have their own HR departments. In addition, the person respon-
sible for leadership is usually the owner, who is still very busy with operational ac-
tivities and does not concentrate fully on management tasks. As mentioned above,
most SMEs do not have an explicit code of conduct. Leadership, which also has a
positive influence on employer attractiveness, must therefore be shaped differently
in SMEs.

Since SME owners themselves have an exorbitantly high level of influence on
the company, communication often takes place with the owner himself, which is
due to the few hierarchical levels on the one hand and informal communication
channels on the other, management takes place centrally via the owner and the
owner-employee relationship is rather family-like, the person of the owner and
his personal leadership qualities also play a decisive role in terms of employer at-
tractiveness. According to Helbich and Herzig (2014), cooperative management
behavior is necessary, but this does not usually exist in SMEs, as the important
decisions are made by the owner themselves, for example. Regardless of which
communication channels are used, external communication can only create an
encouraging and positive image of the employer if there is essentially a very good
quality of relationship between the line manager (which is usually the owner) and

505



the employee. This sounds simple at first, but is probably no easier than in large
companies. There are numerous leadership approaches that deal with the quality
of the relationship (e.g. LMX theory), but also with good leadership behavior
depending on the situation (Fiedler’s contingency model) and leadership char-
acteristics.

Leadership will therefore only have a positive impact on employer attractive-
ness if the owner, as an individual and usually the central leadership figure, manages
to maintain positive leadership relationships with employees. In such a family envi-
ronment, where it is not possible to change supervisors, change departments, con-
sult with the works council or refer to a code of ethics, for example, any leadership
is only as good in theory as it is put into practice by the owner. The attractiveness
of the employer therefore stands and falls with him and how he and his leadership
behavior are perceived by the employees.

CONCLUSION

The purpose of this article is not to clarify the topic of how leadership can in-
fluence employer attractiveness in SMEs. This would require further research on
a much larger scale. However, the paper provides a good insight into the current
study situation and shows that although leadership in SMEs has already been well
researched in principle (although certainly not conclusively), the effects on em-
ployer attractiveness still offer many opportunities for potential research. There are
also publications on topics such as “Employer branding and SMEs”, although the
leadership component is missing and employer branding cannot be equated with
employer attractiveness.
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AUAEPCTBOTO B MAAKHUTE U CPEAHUTE IIPEATIPHSITHSA -
AKTYAAHO U3CAEABAHE HA HETOBUTE OCOBEHOCTH
Y BAUSTHUETO MY BbPXY IPUBAEKATEAHOCTTA
HA PABOTOAATEAS

Pestome: Cnoped zoduwnus dokrad na Eeponeiickama komucus 3a esponetickume
marxu u cpednu npednpuamus (MCIT) 3a nepuoda 2023 — 2024 2. nad 99% om ecuuiu
dpyxecmea 6 Eeponeiickus cv103 (EC) ca MCIT (Katsinis et al., 2024, p- 1 ). Iopadu
Masu USKAUUMEAHO BUCOKA UKOHOMUHECKA SHAUUMOCH U 20AeMUS OPOTL CAYHCUmMEAL,
pabomewyu 8 makusa opyxicecmed, Audepcmeomo coujo uzpae mrozo saxcna pors. MCIT
UMAM CHeYUPUUHU XAPaKMePUCIUKUL, KOUMO 0Mm c80s CPAHA CobU40 0KA3BAM BAUSHUE
svpxy saudepcmeomo. DoKycwm HA HACMOSUAMA CMAMUS € BBPXY U3CALOBAHEMO HAME3U
cneyuPuUHU XAPAKMeEPUCMUKY HA AUOEPCIMBOMO 853 0CHO8A HA CheyuduKayUUmMe HA
MCII. Ocser mosa uje 6v0e noduepmano 8v30eiicmsuemo 8spxy npusAeKamesHocmma
Ha pabomodameirs. Bve epemena na nedocmue Ha kearuduyupanu pabomuuyu,
demozpagcku npomenu u yuPposa mpancPopmayus Bv3HUKBA BBNPOCHM OaAu
BBMPEUIHOmo) Audepcmeo modce 0a OKaxe 6AUSHUE U 6BPXY NPUBAEKAMEAHOCIIMA HA
pabomodamenrs 3a nomenyuasnume kanoudamu. Cneyuarnume xapakmepucmuxu Ha
MCIT wecmo ca u cusnume cmpanu Ha me3u NPeOnpusmus, KOUMo um no3eorseam oa
oyeAesm HA nasapa u 8 Koukypenyusma. pes obcmoen npezaed Ha Aumepamypama
cmamusma uma 3a yes 0a 0000wy U CHNOCMABU CHUYECBYBaLyume U3CAe08aAHUS,
3a da ce cmuete do U3800U, KOUMO M02am 0a NOCAYHAM KAmo omnpasHa mo4ka 3a
nociedsawsu uscAed8anus.
Kawouoeu dymu: rudepcmso; marku u cpedHu npeonpusmusi; npusAeKameAHocm Ha
pabomodameAume; cmur08e HA YNpasieHue; pazsumue Ha AUOEPCmMBomo
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