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ABSTRACT

The human being is the most important and irreplaceable resource. It is a conscious and 
curios being with an expressed interest in knowing all surroundings and learning from them, 
while getting new ideas on how to strengthen their skills and abilities, in order to face and survive 
those surroundings. All of these traits and many more are quality only for human as a being 
with intelligence and capable of judging. In the contemporary world, it has already been proven 
that human resources, education and knowledge are primary resources of development, to which 
societies give priority in their national strategies and policies. Many developed economies, 
have precisely put the human factor and his continuous education in their national development 
strategies. Economic and technological developments, as well as competition in the domestic 
and international market, encourage companies to support their employees to supplement their 
knowledge through various forms of complementary education and, on the other hand, the interest 
of employees remains to build their capacities as a condition for career advancement. Forms 
of regular education, supplementary education, re-qualification, qualification - create conditions 
for good job positions. Usually for people, who are necessarily pushed by the new technique 
and technology to renew their knowledge, bring forth their ambition aiming toward career 
advancement, the forms of complementary education are increasingly becoming more attractive. 
Therefore, today the teaching system is being promoted everywhere during the long-life learning 
due to market demands for specific professions. 

In order to strengthen competition, free initiative in the field of education (programs, services), 
increase in the quality of education, greater opportunities for free choice of profession, etc. private 
education has an important role in many states. This diversity and flexibility in supply is intended 
to best meet the heterogeneous requirements of SMEs. Nowadays, the preparation of human 
resources according to the needs of the SME sector everywhere in the surrounding countries 
requires high quality and continuous reform of the education system, requires knowledge, skills, 
abilities, competencies. Hence, for SMEs it is a new approach to meeting their human resource 
needs, an approach to an asset that is potentially creative, which can be adapted to changes in the 
business environment. The education system must be able to create the necessary human resources 
for this sector to meet their needs, to enable them to make the necessary changes according to the 
situations that reign in the market; namely, to create, preserve, maintain and develop an asset that 
is strategic for the development and performance of SMEs. 

The way to build a suitable human resource structure in the SME sector in Kosovo is to build 
an education system, which will generate people according to the needs and requirements of the 
SME sector in Kosovo. This process will then depend on the absorption capacity of SMEs for 
human resources, their management, through a structured process of recruiting and selecting the 
people they need; at the right time, with the right qualifications, experience, skills and abilities, 
and at affordable prices. The process of recruiting and managing people in the SME sector in 
transition countries and in Kosovo has been a little more difficult compared to other countries, 
due to the problems accumulated for a long time in the economy and the system of education, due 
to the development and insufficient support of the SME sector in Kosovo, as well as the obstacles 
faced by this sector. However, the preparation and training of people still depends on an education 
system which is also in the process of reforming. This system is also supported by other systems 
in the process of increasing its efficiency and integration with other systems, such as the Bologna 
system.  In these conditions, the education system in Kosovo is being reformed in terms of supply 
of knowledge, skills and abilities according to the requirements of this sector, in order to be able 
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to meet the requirements of SMEs according to their identified needs, which this sector has toward 
the labor market. Based on the above, the labor market in Kosovo:  
•	 Has changed radically from the market of 20 years ago. This market is affected by the property 

transformation of the economy (from the socialist economy to that of the open market). And 
the education system should refer to the requirements of the open market economy sector, and 
the continuing demands of this sector for professions, and specific skills. 

•	 The private sector - the SME sector, and entrepreneurs are new challenges for a new economy; 
hence, the process according to the requirements for the strategic development of this sector 
also requires a systematic and a well managed recruitment process. 

•	 Considering the high unemployment rate (26.7%), Kosovo economies need to enable people 
to start new businesses, become self-employed and create new jobs for others,  26.7%  

•	 Entrepreneurship development requires quality education, creative people, with flexible 
knowledge, capable, motivated and prone to problem solving, innovation and acceptance of 
change. This form of education promotes professional competition and, on the other hand, 
becomes a determinant of the needs and potential to be recruited by SMEs not only in Kosovo 
but also for other markets in the area.  
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CHAPTER I

1.1. Introduction 

The SME sector plays an extremely important role in the economy, proving to be a highly 
innovative and attractive system. The vital contribution of SME to the economic development is 
a reality unanimously recognized. Showing their economically and socially beneficial effects led 
to the consideration of the SME sector as a field of strategic interest for the economy (Avasilicai, 
2009).1 Peter Drucker said that small businesses represent the main catalyst of economic 
development. Those small businesses contribute intensely in achieving the fundamental goals to 
any national economy development agenda and thus, becoming the backbone of social-economic 
progress (Druker, 2009).2 Given the important role that the SMEs sector have in the GDP growth 
levels and therefore, job creation and poverty reduction, SMEs have rightly earned their place at 
the center stage of any economic system (Muller, et.al, 2014).3

From amongst others characteristics, SMEs contribution to the economic development 
stemmed from their ease of transformation and adaptation in meeting best the market needs. 
Given their flexibility and fast adaptation, service and product innovation have generally came 
from the SMEs sector. Besides innovation, SMEs sector have shown to be more efficient in many 
sectors in providing products and services as compared to their large counterparts. Given their 
flexibility and ease of transformation, and also their increasing efficiency in providing goods and 
services to the markets, their role in economic development of countries is critical.  

In achieving these efficiencies, innovations and other economic benefits, human capital in the 
SMEs sector are regarded as the engine of these positive developments. 

Given the ownership structure of the SMEs, in general, the decision making structure of the 
SME sector is relatively centralized and this is more often visible in the smaller enterprises. Given 
the centralized structure, business critical decisions are made more quickly as the leadership of 
the business is often engaged in the daily operations and therefore, there are efficiency gains in 
the process.

Similarly, also the SME sector in Kosovo is characterized by high share of individual 
ownership and therefore, the decision-making process, both business critical decision and also 
other operational activities including recruitments, is highly centralized. According to the survey 
data provided by Business Start-Up Center, around 88.8% of the SMEs in in Kosovo are individual 
businesses and have a single owner (see Table 1 below). Therefore, the process of recruitment and 
selection is a centralized process and is often in the hands of the owner. 

Table 1. Owners’ structure in SMEs in Kosovo
Your enterprise is frequency %
Individual business 430 88.8
Co-partnership 25 5.2
Joint stock company - corporation 29 6.0
Total 484 100.0

Source:  SME Survey, Business Start - Up Center, 2014

1 Avasilicai, S. (coord.), 2009. Entrepreneurship: applied research, Cluj-Napoca: Tedosco
2 Druker, PF, 2009. Innovation and Entrepreneurship, New York: Harper Collins.
3 Muller, P., Gagliardi, D., Caliandro, C., Bohn, N. U. & Klitou, D. (2014). Final Report-July 2014.
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In a well-established business with modern corporate governance structures, recruitment of 
the staff is carried out by the Human Resource management unit of that organization. However, in 
the SME sector in general and specifically for the individual businesses in Kosovo, in most cases, 
there is no department that takes care of human resources and their development, but it is mainly 
the owners or the management that take care of these affairs.

However, owners of the SMEs in Kosovo have begun to identify the process of recruitment as 
a strategic importance process for growth of their businesses. More specifically, the recruitment 
process is being acknowledged as a process that provides SMEs with competitive advantage, 
provide them with better access to different markets and provide SMEs with the right personnel 
in achieving their mission and meeting their objectives. Moreover, the importance of recruitment 
processes is not only related to the performance of SMEs. A proper recruitment process will 
ensure cohesion in the business and good relationships between employees, the introduction of 
new ideas, new practices, new knowledge, and benefits that can be achieved and realized by the 
knowledge, skills and abilities of young people who are recruited into the organization.

Based on the above, this study will focus on the process of recruiting and the importance of 
human resources in the SME sector in Kosovo. 

1.2. Objectives 

The aim of this thesis is to investigate the current state of the recruitment process in the SMEs 
sector in Kosovo. 

The specific objectives are: 
•	 To examine the recruitment practices of SMEs in Kosovo
•	 To examine the challenges SMEs face in employee recruitment and selection in the SME 

sector in Kosovo
•	 To recommend appropriate human resource measures to address the challenges they face.
•	 To study the environment, the labor market and the difficulties in finding suitable human 

resources for the SME sector,
•	 To research and identify the adequate practices for the recruitment of SME human re-

sources, 
•	 To raise the level of information and awareness of decision makers regarding the impor-

tance of the recruitment process for the performance and development of SMEs.

1.3. Methodology

The research for this master’s thesis will be based on two types of sources; primary and 
secondary sources. The latter involve identifying the literature that describes the process of 
recruitment. In these secondary sources we utilized works in the field of recruitment, refer to 
various books dealing with the process of recruitment, research reports, and the development 
strategy of the SME sector in Kosovo approved by the government of Kosovo.

The primary sources involve usage of data that are derived from the research survey conducted 
in the entire territory of Kosovo with SMEs and include 380 SMEs. The survey sample was 
randomly selected from the electronic business registration register in the Business registry agency 
of Kosovo which contains around 56,000 active SMEs. Hence, hence, 380 SMEs that are included 
in the sample represent only 0.68% of businesses in Kosovo. The survey was conducted in 2019.

In terms of regional and city representation, this survey sample is well represented and 
contains SMEs from all the cities in Kosovo, even the smallest ones. As can be seen in Fig.1 
below which represents the survey sample stratification, the capital city of Kosovo, Prishtina, has 
the largest share of SMEs in our sample with 38%, followed by Gjilan, Ferizaj and Vushtrri with 
around 9% of SMEs. 

Fig.1.Sample stratification

Source; Author, survey 380 SME, 2019.

The sample is stratified by sectors and it contains SMEs from three different sectors: 
Production, services and trade sectors. From the total number of SMEs in our sample, majority 
of them are in service sector (49%), followed by trade sector (33%) and production sector (18%).

 
Fig .2. Distribution of SMEs in the sample by sectors.

Source: The author, from the survey with 380 SMEs in Kosovo

Data collection was done with survey respondents by directly contacting the persons in charge 
of SMEs. Before conducting the entire survey, the questioner was pre-tested. The pre-tested survey 
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contained 30 trail surveys, representing around 7.9% of the entire sample, aiming to make sure 
that the questions is clear for the respondents and, if necessary, make correction if needed. 

Data collection lasted for 10 days, and 10 students of the Faculty of Economics of the University 
of Prishtina were engaged in data collection. For the students engaged in data collection, a one-day 
training was organized on how to contact the respondents and how to complete the questionnaires. 
Data processing was done in Excel and SPSS. The processing of data collected through cross 
reference tables enabled analysis, comparisons and conclusions regarding the recruitment process 
of SMEs and their overall development trends.

In addition, we will also use some data for descriptive purposes from the research survey of 
Business Start - Up Center Kosovo conducted with 500 SMEs throughout the territory of Kosovo; 
this research was conducted in 2014. 

• Number of open positions to be filled. 
• Date by which positions should be filled. 
• Number of applications desired. 
• Type of applicants sought: 

– Level of education.
– Knowledge, skills and abilities. 
– Interests and values. 
– Diversity. 

• Job performance goals for new hires. 

• Expected new-hire retention rate. 

CHAPTER II  
Literature Review
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2.1. Recruitment concept and recruitment objectives

According to Edwin B. Flippo, (1979) “Recruitment is the process of searching for candidates 
for employment and stimulating them to apply for jobs in the organization”. 4Recruitment is the set 
of activities and processes used to legally obtain a sufficient number of qualified people at the right 
place and time so that the people and the organization can select each other in their own best short and 
long term interests. In other words, the recruitment process provides the organization with a pool of 
potentially qualified job candidates from which judicious selection can be made to fill vacancies.5 

 While, Human Resource Management (HRM) is the function within an organization that focuses 
on recruitment, management, and providing direction for the people who work in the organization 
for effective and efficient utilization of human resources to achieve organizational objectives6. 

 Through human resource management function, where recruitment is an integral part, the 
organization aims to achieve its strategic business objectives.7

Recruitment and selection have always been critical processes for organization.8 

 Most managers are likely to be faced with the frequency needs to recruit and select staff. Effective 
resourcing of the organization is the central part of human resource management and the personnel 
function. Recruitment and selection should not be considered in isolation, that is finding someone 
to do a particular job, but in the context of the overall HRM plan and personnel management action 
program. It is necessary to consider not only technical competence and the ability to perform 
certain tasks but also, and equally important aspect, that is, sociability.9

Recruitment and selection process plays a vital role in attracting, hiring and retaining talent 
to strengthen managerial and operational dimensions of organizations. Without qualified and 
competent manpower it is not possible for the organization to compete in the market and to keep 
pace with emerging challenges. Similarly to other markets, also SME in Kosovo operating in a 
free market economy are in need of multi-skilled people to survive, grow and compete in the 
ever changing markets. Hence, establishing an effective and efficient recruitment process within 
organization is a critical process for the stability and growth of the organization. 

In the most general form, the objective of recruitment is to fill the vacancies that SMEs have 
announced. It is also a fundamental objective for SMEs to recruit the staff necessary to undertake 
organizational functions, with necessary qualifications, skills, abilities and quality. 

In order to meet these recruitment objective, SMEs need to attract as many people as possible 
to apply for vacancies with the objective to bring a large number of people into the competition, 
and from that number to choose the best quality that meets the needs of the organization. In this 
consideration recruitment aims to meet the needs of the organization in a timely manner, with the 
necessary education, experience, skills and abilities.

In this consideration, according to Breaught (2009), when an organization aims to undertake a 
recruitment process, the first step in the recruitment process is establishing recruitment objectives. 
From the potential steps of recruitment objectives, Breaught (2009), provides a list of recruitment 
objectives that an organization may consider. These objectives are presented in the Table 2.1 
below. As can be seen in the table below, the first step in recruitment process is defining the 

4 Edwin B Flippo (1980), Personnel Management (McGraw-Hill Series in Management), 5th edition
5 Costello, D. (2006), Leveraging the Employee Life Cycle, CRM Magazine, 10 (12), 48-48. Retrieved February 23, 2009, from 
Academic Search Premier Database.
6 Opatha, HHDNP (2010). Human resource management, Author published, Colombo
7 Stone, R. J., (2005). Human Resource Management, 5th ed., Australia. John Wiley & Sons.
8 John Bratton and Jeffrey Gold; human resource management, third edition, Palgrave, pg, 222
9 Laurie J. Mullins; management and organizational behavior, printice hall, pg, 735

number of job positions that needs to be filled, followed by the date by which the positions need to 
be filled. While one of the most important decision that an organization need to make is deciding 
the type of personal that they sought to hire. More specifically, the organization need to decide for 
the type of skills and work experience that are required from the potential candidates for the job.       

Table 2.1: Establishing Recruitment Objectives

• Number of open positions to be filled. 
• Date by which positions should be filled. 
• Number of applications desired. 
• Type of applicants sought: 

– Level of education.
– Knowledge, skills and abilities. 
– Interests and values. 
– Diversity. 

• Job performance goals for new hires. 
• Expected new-hire retention rate. 

Source: Breught (2009)

2.2 Recruitment process   

The process of finding and hiring the best-qualified candidate (inside or outside of an 
organization) for a new or existing job is known as recruitment process. According to Gragam 
and Bennett (1998 p.206) “recruitment of human resources is oriented towards finding (searching) 
the people needed for the enterprise according to its needs and strategy.”10 The recruitment 
process includes analyzing the requirements of a job, attracting employees to that job, screening 
and selecting applicants, hiring, and adding the new employee to the organization. An effective 
recruitment process looks at both internal and external candidates.11 

The process of recruitment involves many stages in completing successfully the process. The 
stages of the recruitment process include: job analysis and developing a person specification; the 
sourcing of candidates by networking, advertising, or other search methods; matching candidates 
to job requirements and screening individuals using testing (skills or personality assessment); 
assessment of candidates motivations and their fit with organizational requirements by interviewing 
and other assessment techniques.12 

The recruitment process and recruitment steps provide the opportunity for the company to 
select the right personnel during the recruitment process, according to the experience, education, 
skills and competencies required. This process and steps must be followed, because it is systematic. 
Therefore, the recruitment process must be well planned, and developed by experienced people 
(human resources department), due to some specifics incorporated in this process. The recruitment 
process has its costs. Through all the phases, time and financial means are spent from the moment 
of the vacancy announcement, until the end of the selection process. Finally we can say that 
depending on the quality of the recruitment process, we will also have quality selection.  

10 H T Graham & Roger Bennett, Human Resources Management, Greut Britain, 1998, p. 206
11 Dr. V. Vijay Anand, Dr. M. Shanthanlakshmi, Dr. G. Uppili Srinivasan, V. Arunkumar, G. Icewarya, S. Nandhu, S. Monisa 
Kamatchi: A STUDY ON EFFECTIVENESS OF RECRUITMENT ORGANIZATIONAL SUPPORT IN ITeS, pg 1
12 https://shodhganga.inflibnet.ac.in/bitstream/10603/183771/9/08%20chapter%201.pdf; Chapter —1 Recruitment- A Conceptu-
al and Theoretical Framework, pg.10
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2.3. Sources of the human resources recruitment 

Sources for the recruitment of human resources are the places where there is a required number 
of human resources with knowledge, preparation, skills, age, qualification and experience which 
the enterprise lacks. 

The source of recruitment of candidates and talents, besides the job market, companies target 
also schools and Universities and other specialized schools. As a rule, the human resources sector 
engages a special person, who will monitor and try to recruit the people the organization needs. 
In this consideration, the recruitment of personnel can be undertaken based on two main sources:

•	 Internal sources and 
•	 External sources.

2.4. Internal sources 

The selection and filling of jobs with human resources within (internal) the enterprise is 
intended to enable the professional advancement of employees within the enterprise. Providing 
jobs to employees within the enterprise creates conditions for candidates within the enterprise 
to prove their quality earned in time in that enterprise. This is a way of recruiting that gives 
employees greater morale and motivation for work, because in time employees know that they 
will progress in the profession. However, the disadvantage of this method is that the enterprise has 
a closure to the environment where the ideas, information and experience come from and excludes 
competition as well as the possibility that, after reaching a certain level of professionalism, certain 
people leave the enterprise.

Advancing in the profession or filling jobs within the enterprise for each employee is a greater 
moral impetus. “The best work ethic is that people know that the paths to progress are open and 
that they will be rewarded for successful work with progress or transfer.”13

Table 2.3. Disadvantages and advantages of internal source recruitment:

Internal sources

Advantages Disadvantages

Better knowledge of the advantages and disadvantages of 

candidates

People can be promoted to a position where they can’t do 

things right.

The candidate recognizes the enterprise Efforts to advance and promote each candidate can be 

negative

Positively affects the morale of employees, as everyone knows 

that there will be progress in the profession

There may be stifling of new ideas

Creating confidence that the company cares about good 

workers

The current way of working is getting stronger and 

stronger, and with that, the shifts are slowing down

It does not invest in human resources because it exploits the 

results of investments so far

 

It is faster and easier method  

Source: Human Resource Management, Riinvest 2009

13 Daniel A. Wren & Dan Woich, Menadzment, Translation published in 1994 Belgrade, p.281

Progress within the organization not only has a positive value in terms of morale, the long-
term relationship of employees with the enterprise, the reputation of the enterprise, but also allows 
the use of the advantage and the possibility of the presence of good managers among enterprise 
employees.14

Internal resources for many enterprises are presented as the most common possibility of 
recruiting and selecting human resources. This way of recruitment has its positive sides, because 
within the enterprise a competition is created which is of strategic importance for the enterprise. 

2.5. External sources

Business conditions in an open market economy are subject to fierce competition. In these 
business conditions, internal resources are not always the only solution. Therefore, enterprise 
managers engage in new external power, which forces enterprises to make quick decisions. 
Usually in these cases the choice of human resources within the enterprise is not considered, and 
recruiting from external sources takes place. External recruitment sources complement some of 
the shortcomings that internal resources have. Orientation of enterprises for external sources is 
usually based on their requirements for a greater quality of workers, the introduction of new ideas, 
namely the introduction of new qualifications which are acquired through education in vocational 
schools, faculties, etc. Each resource has its advantages and disadvantages. In the table we present 
the advantages and disadvantages of external sources of recruitment process.

Table.2.4 The disadvantages and advantages of external resources
External sources

Advantages Disadvantages

Greater opportunity to bring in new talent Recruitment, contact is difficult and expensive

Introducing new ideas Longer time for recognition and adaptation

Greater opportunity for shifts
It causes dissatisfaction among other workers, because they consider 

that they would do the work themselves without difficulty.

Reducing job rivalry There is always the possibility that the candidate’s choice is wrong

It can cause positive changes in the relationship 

within the enterprise
 

Source: Human Resource Management, Riinvest 2009

2.6. Methods for attracting applicants

Hiring talented individuals is critical to an organization’s success. But in order to hire the most 
talented, recruitment is the first step in this process. Recruiting employees can be a challenging 
task. Even in an economic environment characterized with recession, it can be difficult to fill 
certain types of jobs, so recruiters have to make important decisions, including who to target, what 
message to convey and how to staff recruitment efforts. If not done correctly, an organization’s 
recruitment efforts can produce job applicants who are unqualified, who lack diversity or who 
may decline job offers. These same applicants may be prone to turnover if hired. A poorly 
designed recruitment process can miss attractive job candidates — including those who work for 
competitors — because they never find out that a position is open.

14 Heinz Weihrich & Harold Kontz, Croatian Translation, Menadzment, Zagreb, 1994, 281
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Source: Human Resource Management, Riinvest 2009

13 Daniel A. Wren & Dan Woich, Menadzment, Translation published in 1994 Belgrade, p.281
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In order to undertake an effective recruitment process, recruiters need to establish their 
objectives, develop a recruiting strategy, carry out recruitment activities and finally, evaluate 
recruitment results. 

Figure 2.7. A Model of the Employee Recruitment Process

Source: who will we recruit? targeting deep- and surface level diversity 
with human resource policy advertising15 

Targeted recruitment can be an effective strategic HR management tool. Firms may want 
to attract certain types of applicants who can support their strategy,16 because matching a firm’s 
human capital to its strategy is positively related to firm performance.17

For many reasons, even because of their size, SMEs are interested in recruiting educated 
workers and workers who have the required experience, education, skills and abilities required by 
the organization. However, SMEs are often unable to pay for these profiles with such characteristics. 
They are therefore required to recruit applicants with lower levels of traditional human capital 
indicators (i.e., education, experience, skills and abilities) but possess other attributes that will 
make them successful employees.

2.7. vacancy announcements in newspapers, radio, 
       Tv, social media and network,   

The concept of job vacancies reflects the organization’s needs for new people from the job 
market. One of the ways to approach the labor market in hiring new people for organization is 
through the press. It is a traditional method, the importance of which, with the development of 
information technology, is in decline.

 

15 James A. Breaugh, Ph.D .; Recruiting and Attracting Talent, SHRM Foundation’s Effective Practice Series Guidelines, pg, 2
16 Huselid, M. A., & Becker, B. E. (2011). Invited editorial: Bridging micro and macro domains: Workforce differentiation and 
strategic human resource management. Journal of Management, 37, 421–428.
17 Wright, P. M., Smart, D. L., & McMahan, G. C. (1995). Matches between human resources and strategy among NCAA basket-
ball teams. Academy of Management Journal, 38, 1052–1074.

Fig.2.8. The functions of a vacancy

 

The function of a vacancy 

Attraction of candidates Informative function 

Promoting the interest of quality candidates, 
Creating interest in work and enterprise, 
Promoting the desire for a job-workplace, 
Promoting the competition 

For the enterprise, 
For work, 
For the required conditions, 
For income and benefits, career 

 

Source: Human resource management; Riinvest, 2009, p. 30

The recruitment of candidates through the competition should be carefully designed, because 
from the publication of the vacancy, would produce reactions of potential candidates from the 
labor market. It should be clear, it should be well designed, and the position of the page should be 
well chosen, as well as the best days of the week and year for placement of advertisement. 

Traditional tools (Radio, TV, daily, weekly newspapers…) such as print and visual media, 
are still used to attract candidates to apply. In addition, many companies in their recruitment 
policies as methods for attracting potential candidates, use radio, television and daily or weekly 
newspapers, and often professional newspapers and bulletins from the field of economics. 

Social media today they have become part of dissemination and information for many 
organizations; ranging from websites, Facebook, online newspapers, through which organizations 
try to find quality candidates. Hence, these social media create opportunities to connect and 
exchange information quickly. These social networks (Facebook, twitter etc.) for the recruitment 
team is a very good opportunity to identify the right candidates, who would never be found with 
traditional recruitment tools.

Employment agencies - “The modern recruitment landscape is constantly adapting in order 
to respond to rapidly changing labor market needs. In recent decades, it has been characterized 
by a rise in the prominence of private recruitment agencies. Governments, in their regulatory 
capacity, are required to determine the legal status and conditions for operating private employment 
agencies in any given national context and can do so through a variety of regulatory mechanisms.”18 

Private employment agency as any legal entity or physical person, independent of the public 
authorities, provides one or more of the following services: (a) services for matching job seekers 
with firms looking for workers; (b) services of employing workers with a view to making them 
available to a third party (“user enterprise”); or (c) other services relating to job seeking, such as 
the provision of information which do not set out to match specific jobs offers to applicants.

Schools, faculties, institutes, are also places that organizations are recently interested in 
identifying and recruiting young talent. These organizations usually invest in the education of 
these people. Another approach is the practical work that companies offer. In most cases these 
organizations start with internships, and then offer employment contracts to students. Another 

18 ITC ILO; Public employment services and private employment agencies in a changing recruitment landscape,218, pg.6
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18 ITC ILO; Public employment services and private employment agencies in a changing recruitment landscape,218, pg.6
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method is agreement between businesses and universities and vocational schools on curricula. By 
adapting the curricula according to the requirements of businesses the universities and vocational 
schools have a business orientation. 

Recruitment by mail - Usually companies are interested in high quality people for whom the 
vacancy institution is not of any importance for employment, so in most cases mails target people 
who are already employed in other companies and the company wants certain profiles, specific 
competencies, relevant experience, to be recruited and brought to the organization.  This form 
of recruitment applies direct contact by mail (e-mail). It informs them about the interest of the 
organization, increases the curiosity of the people who are targeted about the opportunities and 
conditions that they may have in the company that targeted them by mail. 

Hunters in talent  is a way of recruiting talented people, which in most cases is applied by 
private agencies for the recruitment of human resources. Usually here we are dealing with the 
recruitment of high quality candidates (managers, talents, people of special professions, etc.). 
This is a way of recruiting people who are employed and who have special values. The agency 
recruits and organizes the interview with these people. In case no agreement is reached the agency 
provides discretion in order to protect the party with whom it has made contact. These agencies 
have their own fees for the services they provide.

2.8. Defining and classifying human resource needs

The number and categories of people required by the organization may be set out in formal 
workforce plans. More typically, requirements are expressed as ad hoc demands for people because 
of the creation of new posts, expansion into new activities or areas, or the need for a replacement. 
These short-term demands may put HR under pressure to deliver candidates quickly.19

Job identification is the initial process for creating new jobs. Identifying and defining the 
needs for human resources is an activity through which the initial steps are taken to define the 
needs for human resources, trying to determine the level of preparation and their qualification 
structure, education, experience, competencies, etc. All these activities are related to the analysis 
of the workplace, the creation of new jobs which are the task of human resource management.20

The task of managers is to react in time to this process, to identify, understand and accept 
impulses from the environment. The process of analyzing and defining jobs is a process that precedes 
the process of recruiting and selecting human resources in SMEs. By defining the needs for human 
resources, it is important to analyze the company’s activities. In this way it is possible to determine 
accurately and clearly the skills and knowledge that existing employees possess and for which they are 
in management and which knowledge, abilities, skills, experience are needed by the organization.21 

 An important preparatory activity for the recruitment phase is job analysis, after which, the 
organization may identify the needs for new human resources. 

19 Michael Armstrong and Stephen Taylor; Human resource management in practice,13th edition, pg, 226
20 (Ymer Havolli-Human Resource Management, p. 58.2009)
21 http://www.jsw.org.au –professional page of HR.

2.9. Job analysis

Job analysis is the process of analyzing job creation and defining needs for new recruitment 
and relies on information related to the execution of current work, definition of needs, number 
of jobs and resources for their performance. According to Luthanns and Hodgetts (1992), “job 
analysis is a measure of the ability to understand the need for human resources, which has to do 
with planning, creating and specifying jobs.”22

In addition, “job analysis defines those tasks or duties in order to produce a job description. 
This is usually prescriptive and inflexible. It spells out exactly what job holders are required to do. 
It gives people the opportunity to say: ‘It’s not in my job description’, meaning that they only feel 
they have to do the tasks listed there.”23

Job analysis represents the continuity of identifying human resource needs. It is a process of 
identifying the current situation in the organization and identifying the required number of people 
and profiles. In order for this process to be carried out, it is necessary to have an information system 
which facilitates the analysis of jobs and the required number. Usage of data and information 
creates condition to analyze the existing situation in the company. Therefore, managers through 
the usage of data and information create knowledge about the progress of work, obstacles, or 
changes that have occurred and which have led to recruitment being initiated.   

The functioning of the data collection and processing system is very important in the job 
identification process. The information is the basis for the analysis of the current situation in the 
process of identifying new jobs and the required number of human resources.

Fig. 2.2. Functioning of the data system for job analysis
 

Source: Human resource management, Riinvest, 2009

If there is stagnation in the organization and not enough performance is achieved, then it 
is obvious that something is not working. During the analysis process the line manager should 
make available these cases to the job analysis team. Information should be provided about the 
specific job, or the demand for opening a new job position due to structural and technological 
changes in the organization, which causes the demand for new people.  Hence, in the process of 
job analysis and needs for new jobs, the team should also take into account this information about 
the candidate(s).

22 Fred Luthanns & Richard M. Hodgetts: Business, New York, v.1992, p.304
23 Michael Armstrong; Human Resource Management Practice; Kogan page and Philadelphia,pg 188
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After analyzing the jobs, the required number of human resources is planned and the process 
of recruiting human resources is continued. The recruitment process begins with the invitation to 
the job market related to the needs of the organization. This initiates the process of researching, 
encouraging and attracting candidates who have the necessary qualifications, training and 
knowledge for those jobs according to the enterprise requirement, and according to the needs for 
qualifications, skills, abilities and competencies required for those or that job in the enterprise.

In the following graph we present the necessary information for the analysis of the job 
according to the importance and hierarchy. 

Fig2.4. Job analysis
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Job analysis 
Defining basic information about work, 
work behaviors and their successful 
performance 

Job description 
In written form, basic data, tasks, obligations, 
responsibilities, specific conditions 

- Identification (name)
- Organizational relationships
- Connection with other workplaces,
- Short job description,
- Obligations at work,
- Accountability,
- Responsibilities for decision making,
- Work conditions,
- How to do the job,
- Work tools

Specification of job requirements 
Document written about the necessary 
characteristics of people to perform those jobs 
and work tasks: 

- education 
- experience, 
- knowledge and specific training, 
- Skills and abilities, 
- Behavioral competencies  
- Qualifications and training,  
- Experience,  
- Specific demands,  
- Special requirements 

Knowledge – what the individual needs to know to carry out the role, what kind of training and specific 
knowledge 

Skills and abilities – what the individual has to be able to do to carry out the role.  

Behavioral competencies – the types of behavior required for successful performance of the role.  

Qualifications and training – the professional, technical or academic qualifications required or the training that 
the candidate should have undertaken.  

Experience – the types of achievements and activities that would be likely to predict success  

Specific demands – anything that the role holder will be expected to achieve in specified areas, eg develop new 
markets or products; improve sales, productivity or levels of customer service; introduce new systems or 

processes.  

Special requirements – travelling, unsocial hours, mobility, etc.  

Source: Human Resource Management, Riinvest. Prishtina, 2009

Job description is setting forth in clear terms and in writing the duties, functions, responsibilities, 
and demands of a specific job. It explains clearly the title and location of the job, details of 
the employee’s duties will do, hazards involved, the working conditions, relationships, as well 
as how (s) he will do the job. Job identification, job summary, relationships, responsibilities/
duties, supervision, and working conditions are the highlights of a typical job description. 24 

Job Description has job duties/responsibilities described under job description to be properly 
performed with regard to the prevailing job relationships and working conditions/environment, 
persons with certain skills, experience, attitude, physical attributes, etc. are needed. The act of 
stating in precise terms what constitute these skills, experience, attitude, physical attributes, etc. 
is referred to as job specification. Therefore, job specification is simply the expression of job 
description in terms of personnel qualities. It is a list of human requirements needed to perform 
the job well.25

24 Okunade, B. (2015). Personnel and Industrial Relations in Education EME 312. Distance Learning Center, University of 
Ibadan, Ibadan.
25 Okunade, B. (2015). Personnel and Industrial Relations in Education EME 312. Distance Learning Center, University of 
Ibadan, Ibadan.

Job specification is the written reflection of the qualification, skills, education, experience, 
etc., which are necessary for the performance of that work.26

Based on this list, the human resources manager through recruitment seeks to attract candidates 
with qualifications, experience, skills and education that corresponds to the vacancy.

Fig.2.5. Job specification
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26 Shyqri Llaci: Business Management, Tirana 2000, PEGI Publishing House, p.284
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After analyzing the jobs, the required number of human resources is planned and the process 
of recruiting human resources is continued. The recruitment process begins with the invitation to 
the job market related to the needs of the organization. This initiates the process of researching, 
encouraging and attracting candidates who have the necessary qualifications, training and 
knowledge for those jobs according to the enterprise requirement, and according to the needs for 
qualifications, skills, abilities and competencies required for those or that job in the enterprise.

In the following graph we present the necessary information for the analysis of the job 
according to the importance and hierarchy. 
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Job description is setting forth in clear terms and in writing the duties, functions, responsibilities, 
and demands of a specific job. It explains clearly the title and location of the job, details of 
the employee’s duties will do, hazards involved, the working conditions, relationships, as well 
as how (s) he will do the job. Job identification, job summary, relationships, responsibilities/
duties, supervision, and working conditions are the highlights of a typical job description. 24 

Job Description has job duties/responsibilities described under job description to be properly 
performed with regard to the prevailing job relationships and working conditions/environment, 
persons with certain skills, experience, attitude, physical attributes, etc. are needed. The act of 
stating in precise terms what constitute these skills, experience, attitude, physical attributes, etc. 
is referred to as job specification. Therefore, job specification is simply the expression of job 
description in terms of personnel qualities. It is a list of human requirements needed to perform 
the job well.25

24 Okunade, B. (2015). Personnel and Industrial Relations in Education EME 312. Distance Learning Center, University of 
Ibadan, Ibadan.
25 Okunade, B. (2015). Personnel and Industrial Relations in Education EME 312. Distance Learning Center, University of 
Ibadan, Ibadan.

Job specification is the written reflection of the qualification, skills, education, experience, 
etc., which are necessary for the performance of that work.26

Based on this list, the human resources manager through recruitment seeks to attract candidates 
with qualifications, experience, skills and education that corresponds to the vacancy.

Fig.2.5. Job specification
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CHAPTER III 
THE MACROECEONOMICS OF KOSOVO

3.1. Some data on the demographics of Kosovo

The overall economic situation in Kosovo faces many challenges and there still remains a 
considerable gap to be closed with that of an advanced Western European economies.  Kosovo is 
still a young state which is trying to build the economic, political and legal structure, as well as 
to build economic and political relations with neighboring countries and those in Europe. Doing 
business environment in Kosovo and therefore, increase of FDIs is still viewed with reservations. 
In this challenge a great contribution has come from lack of business communication with other 
foreign European countries due to visa requirements and other barriers of business communica-
tions.

After the war there was no census in Kosovo conducted by the Statistical Office of Kosovo re-
garding the population, wealth, welfare and businesses environment. Usually statistical estimates 
have been made by Independent Institutions, and international organizations which have shown 
that Kosovo has a population close to 1.8 million inhabitants, living in an area of 10,887 km2. The 
disaggregated demographic data are presented in the Table 3.1 below. 

Tab. 3.1 - Resident population and private households

The general population 1,739,825
Males 875.900
Females 863.925
Urban population 661.586
Rural population 1,078,239
Population under 6 years of age 179.648
% of population under 6 years of age in total population 10.3
Population over 65 years of age 116.785
% of the population over 65 years of age in the total population 6.7
Population over 75 years of age 38.922
% of the population over 75 years of age in the total population 2.2
Number of private households 297.090
Average number of persons per private household 5.9

Source: Statistical Office of Kosovo (2011)

These data show that in Kosovo live approximately 1.8 million inhabitants with a density of 
163 inhabitants per / km2, with an approximately 297,000 thousand families. Whereas regarding 
the diaspora, there is no accurate statistical estimation yet. However, it is estimated that outside 
Kosovo, in European countries and overseas countries live a total of up to 700 thousand Koso-
vars.27 Kosovo has a young population, so the young population dominates, but there are also 
increased tendencies for emigration of this generation due to unemployment. Given the high num-
ber of young people, there is a constant unemployment pressure for the economy, as every year 
20,000-25,000 young people who finished their education and who are looking for work, enter the 
labour market for the first time.

Kosovo is a small and open market economy with a considerable private initiative with SMEs 
as the biggest employers, and creators of GDP. According to the statistical register, there are ap-

27 SAK- Statistical Agency of Kosovo [2013, 2013
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proximately 172,000 SMEs operating in Kosovo. However, unemployment is still one of the big-
gest challenges of the economy as the unemployment rate still stand at around 26.9%. The results 
of the Labor Force Survey 2012 in Kosovo (KAS 2013) show that about 1.2 million, or two thirds 
of the total population, are in the working age group (people aged 15-64). Of the total working 
age group, only 36.9 percent are active in the labor force (438,544 persons). Of the total number 
of active people in the labor force, 69.1 percent (302,844 persons) are employed and 30.9 percent 
are unemployed (135,700 persons) (KAS, 2013). The same source points out that unemployment 
is much higher among women than men, 40.0 percent, compared to 28.1 percent, respectively. 
The most discouraging figure is the youth unemployment rate (aged 15-24), which is the highest 
among all age groups at 55.3%. Around 63.8% of young women and 52.0% of young men of the 
labor force are unemployed.28

It can be said that since the post-war period, the structure of Kosovo’s economy has changed 
dramatically. Today the industry sector contributes to GDP with around 15%, while before the 
outbreak of the war it was 45%. Therefore, in the pre-war period and during the war, this sector 
was destroyed, stolen, and the investment capacity of the Kosovo economy was very low to re-
cover this sector. Meanwhile, the Trade sector represents around 55% of GDP, while the service 
sector with around 25%. Although many economic challenges still remain, there is progress and 
positive trends in doing business, especially in the private sector with the establishment of a very 
healthy SME sector.

3.2. Labor market indicators

Unemployment rate among young people remain still pressing issue for the Kosovo economy. 
Inactivity rate among females is an additional concern that needs to be addressed not only in terms 
of policy arrangement but also to be studied in the domestic social context. Employment rate for 
males was 44.8% while for females 12%.29

Tab. 3.2. Labor market indicators
Key labour market indicators (%) Male Female total

Rate of participation in the labor force 63.1 17.4 40.4

Inactivity rate 36.9 82.6 59.6

Employment rate 44.8 12.0 28.5

Unemployment rate 29.1 30.6 29.4

Unemployment rate among young people (15-24 years of age) 51.8 63.2 55.0

Percentage of young people NEET youth population (15-24 years age) 30.7 29.6 30.2

Percentage of unstable employment to total employment 19.4 16.7 18.8

Source: Kosovo Statistical Agency based on the Labor Market Survey 2018.

According to the data presented in Table 3.3, the highest employment rate consists within age 
group between 35 and 44 years (39.0%) while the lowest one among youth from 15 and 24 years 
(9.7%). The employment rate for female group from 15 to 64 years of age was 12% while among 
males in the same age group was 44.8%. The highest employment rate stands on the age group 
35 to 44 (66.2%), followed by the age group within 45 to 54 (65.4%) and the young people with 
only 14.1%.

28 SAK- Statistical Agency of Kosovo, 2013
29 Labor Market and Skills Needs Analysis; Labor Market Needs Analysis in Kosovo, ALED, pg, 19

Table. 3.3. Employment ( 000)
Kosovo (Employment in thousand) Male Female Total

15-24 25.6 7.6 33.1

35-44 68.5 19.2 87.6

55-64 40.7 10.6 51.4

15-24 14.1 4.7 9.7

35-44 65.4 16.0 39.0

55-64 51.6 12.7 31.6

15-64 44.8 12.0 28.5

Employment to population ratio (%) Male Female Total

15-24 14.1 4.7 9.7

35-44 65.4 16.0 39.0

55-64 51.6 12.7 31.6

15-64 44.8 12.0 28.5

Source: Kosovo Statistical Agency Source:  based on the Labor Market Survey 2018.

If we take the total percentage of economic growth since 2009, i.e, the period after the decla-
ration of independence, Kosovo annual average growth rate of 5.5% until 2019. Despite the isola-
tion and confined economic, cultural, and information communication, since after the declaration 
of independence in 2008 until today, Kosovo has been characterized by a continuously positive 
economic growth rate.

Table. 3.2. GDP trend from 2010 to 2020

Country
Subject 
Descriptor 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Kosovo

Gross 
domestic 
product, 
current 
prices 4.402 4.814 5.059 5.327 5.567 5.807 6.070 6.414 6.726 7.120 7.499

Source: IMF (2019) World Economic Outlook database

The average annual GDP growth rates has been between 3.5% and 4.5%. Meanwhile, the 
crisis caused by the pandemic, has resulted in a decline in economic growth, forecasted to be 
around -5% due to COVID-19. In terms of growth performance as compared to other countries in 
the region, the GDP growth of Kosovo remained relatively well above the regional average. GDP 
growth level of Western Balkan countries are depicted in the table below:

Table 3.3. GDP growth rates of Western Balkan countries
Description 2017 2018 2019 2020
Albania 3.8 4.1 2.2 -5
Bosnia and Herzeg. 3.1 3.6 2.7 -5
Kosovo 4.2 3.6 2.7 -5
Montenegro 4.7 5.1 3.6 -9
North Macedonia 1.1 2.7 3.6 -4
Serbia 2 4.4 4.2 -3

Source: edited by the author from Central Bank Of Kosovo, quarterly report T3, 2020
Kosovo has succeeded in joining important international financial institutions by integrating 
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itself into the international community, such as the IMF and the World Bank, to which Kosovo 
joined in 2009 shortly after the declaration of independence. In addition, several years later Koso-
vo joined also the European Bank for Reconstruction and Development (EBRD) in 2012 and the 
European Investment Bank in 2013. All these international financial institutions have proven to be 
an important source of financing for economic development.

Kosovo’s economic performance has outpaced most of its neighbors because of prudent fiscal 
and financial policies, with the country having the lowest public debt-to-GDP ratio in the region 
(estimated at 18.2% of GDP in 2019, but expected to rise in coming years, reaching 20.5% in 2020 
and 22.5% in 2021 - IMF).30 An important source of foreign investment in Kosovo are remittances 
of Kosovars working in European Union countries. These remittances account for 15% of Koso-
vo’s GDP. According to World Bank reports, Kosovo has a GDP of 6.65 billion. Since the decla-
ration of independence in 2008, Kosovo’s economy and its performance has increased by 18%.31

 
3.3. Macroeconomic factors influencing the development of SMEs

There is a number of macroeconomic factors that have an impact on the business environment 
and the development of SMEs in Kosovo. The SME sector is recognized as an important factor in 
generating the development and profit of companies. 

Fig.3.1. Macroeconomic environment that has impact on SME performance

SME’s performances

Macroeconomic environment

Com.
number GDP Export Import Inflation Busin.

enviornmentUnenployment RemittancesfDIDemografy

Source: Central Bank of Kosovo, Quarterly 1./2020

An important macroeconomic factor is the dynamics of SMEs is demographic development 
of the country. Kosovo is characterized by high unemployment (26%), with extreme poverty at 
15%. These two elements are key to the ongoing tendency of the younger generation to emigrate 
to the developed countries. This part of those interested to emigrate also includes the well-educat-
ed part of the young people who currently cannot progress well Kosovo. This demographic factor 

30 https://import-export.societegenerale.fr/en/country/kosovo/economy-country-risk#:~:text=In%202019%2C%20the%20
IMF%20estimated,post%2Dpandemic%20global%20economic%20recovery
31 https://import-export.societegenerale.fr/en/country/kosovo/economy-country-risk#:~:text=In%202019%2C%20the%20
IMF%20estimated,post%2Dpandemic%20global%20economic%20recovery

and the movement of the population for a better life, in macroeconomic terms, and for SMEs 
specifically, causes problems in the recruitment process, and in finding and meeting the needs for 
human resources from the labor market.

SMEs of Kosovo are playing an important role in Kosovo’s economic development. They are 
the main source of job creation and revenue generation and have shown rapid revitalization in 
the post-war period. Employment in private enterprises is increasing and structural changes with-
in enterprises can also be observed, which are expressed through the decrease in the number of 
commercial enterprises and the increase in the share of productive enterprises. It is also estimated 
that the contribution of private businesses to the GDP in the post-war period has increased to more 
than 65%.32

Foreign direct investment (FDI) are crucial for economic growth and development. These 
investments are of particular importance for the SME sector, in order to empower this sector to 
participate in markets outside Kosovo. The period of foreign direct investment in Kosovo begins 
after the declaration of independence. But this year is the most difficult year for investment due to 
the well-known financial crisis of 2008 known as the US banking crisis Lehman Brothers, which 
caused investment cuts worldwide. A modest recovery began in 2011. Kosovo has witnessed an 
increase in FDI of 311 million euros in 2010 which was among the best years, which is equal to 
5.6% of GDP. 

Kosovo has made significant progress in its institutional environment for the development 
of small and medium-sized enterprises (SMEs) since the 2012 assessment, particularly with the 
establishment of the new Private Sector Development Strategy 2013- 2017 and an operational 
agency providing a wide range of SME support services. Kosovo has also continued to improve 
the operational environment for businesses with the roll out of its one-stop shop to 26 municipal-
ities and the expansion of e-services. Currently Kosovo does not have a bankruptcy law in place 
although one is being drafted, which will clearly outline formal procedures and include provisions 
for the promotion of second chances for entrepreneurs.33

Kosovo’s export basket is one of the least diverse in the region and is dominated mainly by 
low added-value products such as base metals and mineral products, which make up 65% of total 
export value. Exports of goods and services are stagnating in Kosovo and stood at 19.6% of GDP 
in 2014. In 2013, SMEs were responsible for 34.2% of Kosovo’s exports, which is 10% higher 
than in the year before. The average value of export per enterprise increased from EUR 16 654 in 
2012 to EUR 22 713 in 2013. The World Bank’s Doing Business indicators for export and import 
show that Kosovo made significant improvement in reducing costs from 2010 to 2015 (World 
Bank, 2014).34 

According to the estimates of the Kosovo Agency of Statistics (KAS), Real GDP in 2019 
marked an average annual growth of 4.2 percent, an increase supported mainly by improvements 
in net exports. The value of exports of goods reached 97.0 million euros, a significant annual 
increase of 25.9 percent (5.1 percent increase in Q1 2019). Meanwhile, the value of imports of 
goods reached 736.7 million euros, which represents a slower growth of 3.4 percent compared to 
the same period of the year.35

Remittances sent to Kosovo mainly come from Germany and Switzerland, from where 42.4 
percent respectively 20.8 percent of total remittances were sent in Q1 2020. A significant part of 

32 Rinvest Institute; “Financing the Development of SMEs”, pg, 3
33 OECD,  Kosovo: Small Business Act profile, pg, 253
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itself into the international community, such as the IMF and the World Bank, to which Kosovo 
joined in 2009 shortly after the declaration of independence. In addition, several years later Koso-
vo joined also the European Bank for Reconstruction and Development (EBRD) in 2012 and the 
European Investment Bank in 2013. All these international financial institutions have proven to be 
an important source of financing for economic development.

Kosovo’s economic performance has outpaced most of its neighbors because of prudent fiscal 
and financial policies, with the country having the lowest public debt-to-GDP ratio in the region 
(estimated at 18.2% of GDP in 2019, but expected to rise in coming years, reaching 20.5% in 2020 
and 22.5% in 2021 - IMF).30 An important source of foreign investment in Kosovo are remittances 
of Kosovars working in European Union countries. These remittances account for 15% of Koso-
vo’s GDP. According to World Bank reports, Kosovo has a GDP of 6.65 billion. Since the decla-
ration of independence in 2008, Kosovo’s economy and its performance has increased by 18%.31

 
3.3. Macroeconomic factors influencing the development of SMEs

There is a number of macroeconomic factors that have an impact on the business environment 
and the development of SMEs in Kosovo. The SME sector is recognized as an important factor in 
generating the development and profit of companies. 

Fig.3.1. Macroeconomic environment that has impact on SME performance
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An important macroeconomic factor is the dynamics of SMEs is demographic development 
of the country. Kosovo is characterized by high unemployment (26%), with extreme poverty at 
15%. These two elements are key to the ongoing tendency of the younger generation to emigrate 
to the developed countries. This part of those interested to emigrate also includes the well-educat-
ed part of the young people who currently cannot progress well Kosovo. This demographic factor 

30 https://import-export.societegenerale.fr/en/country/kosovo/economy-country-risk#:~:text=In%202019%2C%20the%20
IMF%20estimated,post%2Dpandemic%20global%20economic%20recovery
31 https://import-export.societegenerale.fr/en/country/kosovo/economy-country-risk#:~:text=In%202019%2C%20the%20
IMF%20estimated,post%2Dpandemic%20global%20economic%20recovery

and the movement of the population for a better life, in macroeconomic terms, and for SMEs 
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remittances is also sent from the US, i.e 7.3 percent of total remittances received in Kosovo.36

Average inflation rate in Q1 2020 was 1.0 percent, which is a lower rate compared to 1.8 
percent that was in Q1 2019. Lower inflation rates were evident in all countries (Table 2). This 
downward trend of inflation is expected to continue in the following quarters and according to the 
IMF, the average inflation rate in 2020 is expected to be 0.7.

Kosovo’s economy during 2020 is facing the economic and social crisis caused by pandemic 
COVID-19. Restrictive measures on the movement of citizens and closure of certain economic 
activities have caused economic shock, transmitted by external channels as well as domestic de-
mand. In particular, the structure of Kosovo’s economy, which is highly dependent on foreign in-
come (exports of services and remittances, which together account for close to one-third of GDP), 
make it very vulnerable to this global shock. .37

36 Central Bank of Kosovo, Quarterly Macroeconomic Development Assessment Nr. 30, Quarterly I / 2020
37 Central Bank of Kosovo, Quarterly Macroeconomic Development Assessment Nr. 30, Quarterly I / 2020
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4.1.  The concept of SMEs

Small and Medium Enterprises (SMEs) are a vital part of a country’s economic development. 
Although there is a general acceptance of what constitute a small and medium enterprise, there are 
different criteria’s used in literature that determine the size of the enterprise. “Small and medium-
sized enterprises (SMEs) are a very heterogeneous group. SMEs are found in a wide array of 
business activities, ranging from the single artisan producing agricultural implements for the village 
market, the coffee shop at the corner, the internet café in a small town to a small sophisticated 
engineering or software firm selling in overseas markets and a medium-sized automotive parts 
manufacturer selling to multinational automakers in the domestic and foreign markets.” 38

Statistical definition of SMEs varies by country and is usually based on the number of 
employees, and value of sales and/or value of assets. Due to its ease of collection, the most 
commonly used variable is the number of employees. The EU and a large number of OECD , 
transition and developing countries set the upper limit of number of employees in the SMEs 
between 200-250, with a few exceptions such as Japan (300 employees) and the USA (500 
employees). 39

At the lower end of the SME sector, a large number of countries define a group, which is a 
mixture of the self-employed and “micro” enterprises, with less than 10 employees. Irrespective 
of the level of development of an economy, a significant proportion of micro and, sometimes, 
small enterprises are found in the informal sector or the shadow economy. 40

The EU definition of SMEs (see EC 2003) includes independent micro, small, and medium-
sized enterprises, which may or may not be incorporated. SMEs represent a very heterogeneous 
segment—ranging from single unincorporated entrepreneurs to medium-sized joint stock 
companies listed on a stock exchange. The EU definition— an economic rather than a legal 
category—encompasses a wide spectrum.41

Table.4.1.Definition of SMEs

Company Category Employees Turnover Balance sheet Total

Micro <10 ≤£ 2 m ≤£ 2 m
Small < 50 ≤£ 10 m ≤£ 10 m

Medium < 250 ≤£ 50 m ≤£  43 m

Source: EC, 2014

Based on this classification made by the European Union, we can say that SMEs are enterprises 
whose size is determined in most cases by the number of employees they employ. These businesses 
play an extremely important role in the economies of the European Union, and in the modern 

38 2nd OECD Conference of Ministers responsible for Small and Medium-sized Enterprises (SMEs) promoting entrepreneurship 
and innovative SMEs in a global economy: towards a more responsible and inclusive globalisation Istanbul, Turkey 3-5 June 2004, 
pg 10
39 2nd OECD Conference of Ministers responsible for Small and Medium-sized Enterprises (SMEs) promoting entrepreneurship 
and innovative SMEs in a global economy: towards a more responsible and inclusive globalisation Istanbul, Turkey 3-5 June 2004, 
pg 10
40 Po aty pg 10.
41 Wolfgang Bergthaler, Kenneth Kang, Yan Liu, and Dermot Monaghan; Tackling Small and Medium Sized Enterprise Problem 
Loans in Europe, 2015, pg,6

economy because the SME sector is a sector that promotes development, employment, and that 
generates the most innovation. However, it should be noted that the number of employees and the 
size of SMEs differ from the sector in which they operate. 

“SMEs in the European Union (EU) account for 99.8 percent of the 20.4 million nonfinancial 
enterprises, about 58 percent of value added, and nearly two-thirds of employment. Actually 
the SME sector plays an extremely important part in modern economy, proving to be the most 
important and tremendous innovative system.”42 

4.2. Some characteristics of SMEs

Quick decisions are advantage of SMEs. As stated above, there are differences between small 
and medium-sized enterprises that characterize these enterprises, and these differences whether by 
size or turnover are essential for decision making. Therefore, decision making differs within the 
SME sector itself. Within the SME sector, the decision-making process in micro-enterprises and 
medium-sized enterprises differs greatly. The decision making process in micro-enterprises usually 
is covered by the owner. Whereas in small and medium enterprises, there can be cooperation in the 
decision-making process between the owner and the manager when making decisions.

Flexibility of SMEs is another special and important quality for SMEs. In order to adapt to 
market circumstances SMEs can change the place of operation, the sector, they can change the 
markets, they can change the activity, they can also change the technology precisely because of 
their flexible ability to adapt to the environment. In a general approach, the notion of flexibility 
is related to the ability of an organization to quickly and easily implement changes (to adapt) in 
response to internal or (more often) external impulses. ”43 

SME flexibility is practically a rapid response of the enterprise to market conditions, 
responding to market demand if an opportunity is seen to expand sales. Or flexibility can be 
considered even if the firm adopts changes that are considered as input that brings with it changes, 
and often the cost of implementing those changes. “Therefore, flexibility is directly related to 
many qualitative features of SMEs, including: a relatively simple organizational structure, the 
promptness of decision-making processes and high sensitivity to external conditions. Moreover, 
Gélinas and Y. Bigras (2004) highlight that SMEs operations are based on reaction and adaptation 
over a short planning horizon, which makes these companies highly flexible.44”  

Creation of jobs by the SME sector everywhere in Europe and beyond is fundamental to 
their national economy. SMEs everywhere are the employers that provide the most jobs, and that 
contribute to reducing unemployment. These companies are creative and find ways and channels 
to penetrate with their products and services to the customer. In addition to employers who employ 
themselves, they have creatively expanded their businesses and provided new jobs for others 
looking for work. It is therefore no coincidence that economies in Europe and beyond rely on 
SMEs for economic development and GDP growth strategies. 

Creativity is another characteristic of these business entities. The contribution of small 
and medium enterprises to make the economy strong in the long run is very important because 
they provide a creative channel for entrepreneurship and hold up independent persons for self-
employment. “The contribution of small and medium enterprises to make the economy strong in 

42 Wolfgang Bergthaler, Kenneth Kang, Yan Liu, and Dermot Monaghan; Tackling Small and Medium Sized Enterprise Problem 
Loans in Europe, 2015, pg,6
43 Matejun, M. (2014). The Role of Flexibility in Building the Competitiveness of Small and Medium Enterprises. Management, 
18(1), 154-168.
44 Matejun, M. (2014). The Role of Flexibility in Building the Competitiveness of Small and Medium Enterprises. Management, 
18(1), 154-168.
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the long run is very important because they provide a creative channel for enterprising and hold 
up independent persons for self-employment.  Small and medium enterprises development has 
continued to be a well-accepted phrase because this sector acts as a mechanism for the generation 
of employment, countrywide development, and poverty decline and economic development. The 
SMEs have more employment opportunities as compared to a major firm as well as multinationals 
firms.”45

Innovations are also important characteristics of SMEs. Due to their flexibility and need to 
be adopted, they are often pushed to be creative and innovative, or are forced to find alternatives 
to work and operation, which provide them with market stability and competitive advantage. 
Hence, small and medium enterprises, as a result of influence and competition, find new ways 
and means which have the attributes of innovation. Looking at innovation inputs, about 75% of 
R&D expenditures in the EU are accounted for by large firms (> 500 employees). This still leaves 
a quarter of business R&D performed by SMEs (< 250 employees), a figure substantially higher 
than in the US (14%) and Japan (7%). 46

Organizational structure of SMEs relies on the founder-owner. The owner is the one who 
provides the initiatl capital.  Securing this capital is always a problem for the owners. Thus the 
organizational and managerial structure since the establishment of the company is simple. These 
companies are also known for maintaining simple accounting and financial control. It is from 
this control and accountability that the basis of decision making is often intuitive and erroneous 
leading to bankruptcy. Founders with business experience are more likely to build good managerial 
structure and partner with other companies, which leads the firm to expand and succeed. 

4.3. SME success in the market - the process of recruiting the human factor 

Usually when trying to find other elements for the definition of SME in practice the founders 
of these businesses will declare that they have created their businesses in order to:

•	 be independent, 
•	 realize an idea, or 
•	 be its own owner and manager.

In the process of establishing and developing SMEs, the entrepreneur must have optimal assets 
with which the business will operate. These assets are usually recognized as anything valuable 
to the business; the location, equipment, machinery, raw materials, human resources, and other 
resources (financial, and market) that represent the economic resources through which they can 
convert the raw material to finished products, and the value accepted by the market, something 
from which wealth and well-being can be gained and created.  

The process of recruiting human resources brings to the organization another important 
asset, knowledge, skills, experience, through which physical wealth is transformed into finished 
products. Moreover, no matter how small or large SMEs are, the recruitment process is very 
important in terms of what human capital we are bringing to the company. How qualitative is this  
process. 

45 Lara Al-Haddad , Muhammad Safdar Sial , Imdad Ali , Rahmat Alam , Nguyen Vinh Khuong & Thai Hong Thuy Khanh: The 
Role of Small and Medium Enterprises (SMEs) in Employment Generation and Economic Growth: A Study of Marble Industry in 
Emerging Economy, International Journal of Financial Research Vol. 10, No. 6; 2019
46 R. Veugelers ;The Role of SMEs in Innovation in the EU: A Case for Policy Intervention? Review of Business and Economics, 
pg.240 

“In the last decade, the management of organizations has come to the conclusion that human 
resources are of the utmost importance in creating competitive advantage and sustainability. In a 
world where knowledge and communication with customers are of increasing importance, human 
capital, which reflects the level of knowledge, technical skills, creativity and experience of the 
organization, gains great importance, so the workforce is considered a creative asset and not a 
costly asset. ”47 

Human capital is a value which is provided through the recruitment process, or developed 
through an investment process in its development by the company. Therefore, it depends on the 
recruitment process as to what human capital we are bringing to the company, how capable it is, 
or to what extent it can contribute to the competitive advantage of a firm whether small, medium 
or large. Human capital recruitment represents the attraction of one or more assets or employees 
who are able to do good things for the firm.

47 Resource Management, 8 (3), 263-276. Hendricks, L. (2002). How important is human capital for development? Evidence from 
immigrant earnings. American Economic Review, 92(1), 198-219.
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CHAPTER V

5.1. Development of the SME sector in Kosovo

During the last twenty years, a significant development of SME sector has taken place in 
Kosovo. SMEs are one of the main contributors to the economic development, the generator of 
jobs, and the generator of well-being for the people of Kosovo. The dynamics of the establishment 
of private businesses in Kosovo began in the post-war years (1999) and developed later and even 
more quickly through various stages of the establishment of this sector. We encounter a greater 
dynamics of the registration of new businesses in the first three years of the early 90s and in the 
post-war period, which is a reflection of the change in the business environment in the respective 
periods. 

The growth of SMEs in Kosovo, according to the dynamics, can be seen in three phases: 
1. The first phase, from 1991 to 1993
2. The second phase, from 1994 to 2000 and 
3. The third phase, from 2001
 
In the period between 1991 and 1993 we encounter a rapid increase in the number of SMEs. 

During this period, on average, about 5000 new enterprises are registered every year. Private 
enterprises in Kosovo have been established since 1989. However, the intensity of SME regis-
tration increased significantly after 1990 and continued until 1995. At that time, the enterprises 
were mainly organized in the form of households, crafts, commercial enterprises, small shops, 
restaurants and agricultural enterprises. The establishment of these enterprises was not the result 
of a suitable business environment, but it arose from the need to create jobs for people who had 
been laid off by socially-owned enterprises. These businesses were formed mainly with their 
own resources and the Kosovar diaspora. The trends of the establishment of private businesses in 
Kosovo are presented in the following graph.
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CHAPTER V
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The dynamics of registration and operation of SMEs in Kosovo for an average of a decade 
when comparing year 2009 to year 2019 has increased by 25%. Meanwhile, if we compare 
the shutdown of SMEs in 2009 with that in 2019, the shutdown of SMEs is much higher in 
percentage, than the registration of businesses. This shutdown in percentage is 36.2%. Based on 
this overview of registration/entry and exit, we get a difference of 7 points of the percentage of 
more SMEs shutting down than SMEs registered. During these reported period, the data suggest 
that the business environment for young SMEs in Kosovo may have not been suitable and friendly 
environment. 

During the different periods of operation of these businesses, based on response surveys, these 
business have reported different challenges with regards to their business environment where 
they operate. The most notable remark by SMEs in Kosovo regarding the business environment 
challenges are; barriers related to corruption, tax evasion, administrative barriers, and access to 
finance. These obstacles have the greatest intensity in the registration and growth of businesses 
in Kosovo. However, in order for SMEs to contribute to their highest potential to the overall 
economic development of the country, the reported obstacles need to be addressed accordingly. 
The economic development strategy must be designed to support SMEs, to create a friendly 
environment for these enterprises.

In addition, although there is a growing number of SMEs new registration during the years, if 
one compares the SMEs with regional counties, Kosovo remains still with low number of SMEs 
as compared with regional countries. On average, per 1000 inhabitants, there are 25.5 SMEs in 
Kosovo, as compared to 48.7 in Bosnia and Herzegovina – the highest number of SMEs per 1000 
inhabitants in the region.

Tab.5.1. number of SMEs per 1000 inhabitants in the region

Albania 38.5
Bosnia and Herzegovina. 48.7
Kosova 25.5
Montenegro 33.6
Macedonia 35.9
Serbia 39.3

Source: statistical agencies of the countries 

5.2. Characteristics of SMEs in Kosovo 

Private sector development is closely linked to economic development in a country, a 
strong private sector is a reflection of a country’s development. Kosovo continues to have 
higher economic growth than the average in the Western Balkans region. According to the 
World Bank, Kosovo have recorded a robust economic growth, with GDP growth at 3.9% in 
2017, 4.2% in 2018 and in 2019 is estimated to be 4.4%. However, this economic growth stems 
mainly from public investment, private consumption and high remittance revenues. Despite 
stable economic growth, the private sector in Kosovo faces many challenges, with high levels 
of informality and much of the barrier of doing business remaining not addressed fully. 48 

In general, the structure of enterprises in Kosovo in terms of size has remained relatively the same 
through the years. However, in terms of overall SMEs turnover, data over the years show progress 

48 Riinvest; Business Climate in Kosovo, from the perspective of SMEs, May 2017, pg11.

in terms of sales, and consequently changes in their structure. If we take into account SMEs that 
generate sales of less than € 10,000, we see that their number has dropped from 67% in 2001 
to 26% in 2016. On the other hand, there is an increasing number of SMEs generating annual 
turnover of over € 10,000. It is also worth noting that the share of enterprises that had turnover of 
over 1 million euros, increased from 1.2% in 2011 to 4% of the total number of SMEs in 2016.49

Fig. 5.2. Sectors in which SMEs of Republic of Kosovo operate 

Source: Survey with SME-2019 (sample 380)

As can be seen from the graph above, in the surveyed sample of 380 small and medium 
businesses in the Republic of Kosovo, we have this distribution by sector: The production sector 
accounts for 18.3% of businesses; 48.8% of businesses belong to the services sector; 32.9% of 
businesses belong to the trade sector.

As can be seen from the graph, the sector with the least business participation is the production 
sector. This is because the Republic of Kosovo has not yet reached such an economic level to 
produce enough products for itself, but it does so mainly from imports, which is explained through 
the large number of businesses engaged in this sector. Such a deficit between exports and imports 
is not determined entirely by economic circumstances, but rather by political ones (War for 
Liberation in 1999, between the Republic of Kosovo and Serbia).

The ownership structure of the business in Kosovo is approximately similar to the businesses 
of the countries in the region. As can be seen from the Figure 5.3 below, majority of businesses are 
individually owned (89.7%), followed by businesses with partnership (6.2%) and LLC (2.8%).

49 Riinvest Institute; Business climate in Kosovo from the perspective of SMEs, 2017, pg, 15
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Fig.5.3. the ownership structure of SMEs in Kosovo

Source: Survey with SME-2019 (sample 380)

5.3. Gender of entrepreneurs

Entrepreneurship plays an important role in creating jobs, innovation and growth. Fostering 
entrepreneurship is a key policy goal for businesses that expect that high rates of entrepreneurial 
activity will create sustainable jobs.50

Self-employment also contribute to job creation in Europe, as 30% of the self-employed 
have employees of their own. European-level data indicate that the self-employment sector has 
shown a degree of resilience during the recent economic crisis, while the relative decline in self-
employment has been more moderate in comparison with salaried employment.51

A gender sensitive SME policy is essential if the economy is going to work for women as 
well as men and to benefit from both women’s and men’s intellectual, entrepreneurial and physical 
labor in the small and medium enterprises of Kosovo. For a long time, the gender structure of 
SME entrepreneurs/founders and their leadership has not undergone major changes. This structure 
remains in heavily dominated by male gender (91.5%), while female entrepreneurship remain 
relatively low (8.5%).

50 Organization for Economic Cooperation and Development (OECD), Clos  ing the gender gap: act now, 2012 (http://www.
oecd.org/gender/closingthegap.htm)
51 European Commission, European employment observatory review: self employment in Europe 2010, 2010.

Fig.5.4. Gender structure of entrepreneurs in Kosovo

91.5

8.5

Source: Survey with SME-2019 (sample 380)

In terms of education, entrepreneurs are mainly with a secondary education (57.4%), followed 
by entrepreneurs with higher education, present in around 30% of SMEs. This proves that half 
of SMEs in Kosovo have shortages in trained workers - workers of competence. This percentage 
also includes administrative, marketing, planning workers, etc. Based on these survey data, it is 
visible that SMEs in Kosovo lack competence of human resources and therefore, are in need of 
appropriate recruitment policies and practices and invest in the development of existing human 
resources.

Fig. 5.5. Market Experience of SMEs of Republic of Kosovo 

Source: Survey with SME-2019 (sample 380)

As can be seen from the figure above, small and medium businesses in the Republic of Kosovo 
have a great diversity in terms of their market experience. When we analyze them as a whole we 
see that 88.3% of BVMs are younger than 20 years, and this speaks for the overall experience of 
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these businesses. Only 11% of BVMs have more than 20 years of market experience. When we 
do the analysis in detail, we see that 2.9% of businesses have very new experience in the market, 
ie only 1 year; while 17.2% of businesses have 2 to 5 years of market experience; 23.5% of them 
have 5 to 10 years of experience; 20.4% have 11 to 15 years of experience; 24.3% have 16 to 20 
years of experience; 8.8% of them have 21 to 30 years of experience and 2.8% have over 30 years 
of experience.

Fig. 5.6. Current annual turnover of SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

From the graph we see that 18.3% of small and medium businesses have an annual turnover of 
around 10,000 euros; 25.8% of them have an annual turnover of 11,000 to 50,000 euros; 11.5% of 
them 51,000 to 100,000; 11% of them 100,001 to 200,000; 8.4% of them 200,001 to 500,00; 6.3% 
of them 500,001 to 1,000,000 and 16.4% have an annual turnover over 1,000,000 euros.

The graph also makes us think about the structure of the annual turnover, my first impression, 
if we look at the whole graph as a whole, is that 44.1% of businesses that reach an annual turnover 
of up to 50,000 euros, are mainly micro-businesses (ie businesses employing 1 to 9 employees, 
according to EU criteria); while 22.7% of businesses that achieve an annual turnover from 500,000 
to over 1,000,000, are mainly medium-sized businesses (ie businesses that employ 50 to 249 
employees, according to EU criteria). On the other hand, we see that 30.9% of businesses that 
reach an annual turnover of 51,000 to 500,000, in my opinion are small businesses (ie businesses 
that employ 10 to 49 employees, according to EU criteria).

Fig. 5.7. Current employee number of SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

From the graph we see that the largest percentage of employees is in the figure between 6 to 
10 employees, which is represented by the percentage of 28.5%. If we add to this figure 5% of 
businesses that employ 1 to 5 employees, we understand that one of the largest employers in the 
Republic of Kosovo are Micro-businesses, because they are characterized as businesses with 1 to 
9 employees, which in this sample are represented in total by 33.5%, according to the graph. We 
also see a high percentage of 17.8% of businesses employing 11 to 15 employees, and a percentage 
of 12.5% employing 16 to 20 employees. If we want to analyze the overall percentage for small 
businesses (according to the EU criteria), then we see that they employ from 10 to 49 employees, 
which in the graph is represented by the percentage 55.7%. Whereas, we see that medium-sized 
businesses employ only 10.8% of employees, when we analyze the graph as a whole.
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Fig.5.8. Entrepreneurship education
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Source: Survey with SME-2019 (sample 380)

In terms of human development practices, SMEs have reported that majority of development 
of their human resources is done in the job training (41.5%). While only 19.3% of SMEs have 
reported that they provide direct monitoring practices for their employees. Hence, creating 
conditions and practices through mentoring and leadership to do the job properly - capacity 
building. In addition, around 8.1% of SMEs have stated that they provide different seminars to 
advance the skills of their employees and 7.5% of SMEs provide workshops. While only 3.7% 
report that they use e-learning platforms to advance the skills of their employees.

Fig. 5.9. Qualification of current employees of SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

Respondents were asked to indicate the average education of employees in their business. 
Thus, we see that 22.3% of employees have only primary education; 25.2% of employees have 

only secondary education; 29.8% have completed university studies or Bachelor level; 18.4% 
have completed postgraduate studies and 4.2% of employees have completed Doctoral studies.

However, we should be clear that this answer is given by the employer of these employees and 
represents only a perception of him or his average employee education. Because, of course, in the 
organization, whatever it is, there are employees with different levels of education AND the jobs 
in the organization are different from each other.

Fig. 5.10. Ease of knowledge transfer of SMEs in the Republic of Kosovo 

Source: Survey with SME-2019 (sample 380)

When it comes to the ease of transferring knowledge to the organization, we see that 77.5% of 
small and medium businesses transfer their knowledge with difficulty. From this whole; 33.4% of 
businesses make this transfer with great difficulty; 20.4% make this transfer with some difficulty; 
23.8% do this with little difficulty. From the graph we see that only 22.5% of them make this 
transfer without difficulty. In fact, in my opinion this percentage is worrying and indicates a lack 
of organization and inability to manage human resources in the organization, more directly a lack 
of sufficient competence for good knowledge management in the organization.
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Fig.5.11. HR development practices
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Survey with SME-2019 (sample 380)

In addition to the above practices of human development, transfer of knowledge between 
employees represent an additional layer of increase of competences of employees. Practically, 
this transfer of development and training from each other in the firm, is a process of increasing the 
competencies of human resources in the enterprise. SME competencies represent the totality of 
skills, abilities, experience, people and technology that enable SMEs to provide and create special 
benefits for consumers. In essence, this means that we are dealing with the combination and 
integration of the organization’s capabilities, skills and technology which enable it to do business 
(manufacturing, services, etc.) better than others, and that from this it also creates competitive 
advantage.  

Many authors consider that competencies have to do with the technical (professional) part, 
the expertise, and the knowledge that the organization offers in terms of production and services; 
while skills are what the organization can do in a particular way, which are critical to business 
success.

Given the importance of transfer of knowledge between people employed in the organization, 
the data on this important aspect of human development practice – representing in the following 
graph – of the SMEs in Kosovo show some interesting insight. 

Fig .5.12. Transfer of knowledge
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Source: Survey with 380 SMEs conducted in 2019

Because of this transfer of knowledge through practical work (35.09), human resources 
promote performance skills, and promote the development of entrepreneurship and competencies. 
In addition, regarding the application of knowledge in concrete work, about 31% of respondents 
have stated that they apply their knowledge in their workplaces. This percentage (31%) is a signal 
both for changes within the organization and in terms of human resource development, as well as 
remarks for SMEs regarding the existing potential of human resources that they have in the firm.  
However, when we generate practical work and concrete work, there is a combination of these two 
categories of SMEs in Kosovo that nevertheless keep them in competition.

When looking at who in the organization is in charge of human resources development, from 
the survey responses is visible main manger is in charge in more than 2/3 of the SMEs included 
in the sample. Given these findings, it seems that the main managers of SMEs in Kosovo have a 
collection of works in these companies under their responsibility. Therefore, given these large set 
of responsibilities for the main manager, the development of human resources in the organization 
may be slow and therefore, this tends to reduce the competitiveness of SMEs in Kosovo, and 
certainly outside Kosovo.

 
Fig .5.13. Do SMEs in Kosovo have a human resources department?

                               

                                     

The graph shows that 76% of SMEs have no human resources department at all. It should 
be noted that this percentage corresponds to the percentage of SMEs that work from 1-10 
workers. Therefore, these companies do not want to incur costs, and think that they do not need 
professional human resources who will take care of them; training, evaluation, recruitment, 
selection, knowledge transfer and many other activities.

SMEs that have a human resources department (24%) as seen in the graph have employed: one 
person (6.53%), while the enterprises that have the most employees (12.58) with two or more 
are a really good percentage. However, those enterprises that have more than five employees 
in the human resources department should be medium enterprises that have funds to pay 
them more than other SMEs.
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(manufacturing, services, etc.) better than others, and that from this it also creates competitive 
advantage.  

Many authors consider that competencies have to do with the technical (professional) part, 
the expertise, and the knowledge that the organization offers in terms of production and services; 
while skills are what the organization can do in a particular way, which are critical to business 
success.

Given the importance of transfer of knowledge between people employed in the organization, 
the data on this important aspect of human development practice – representing in the following 
graph – of the SMEs in Kosovo show some interesting insight. 
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Because of this transfer of knowledge through practical work (35.09), human resources 
promote performance skills, and promote the development of entrepreneurship and competencies. 
In addition, regarding the application of knowledge in concrete work, about 31% of respondents 
have stated that they apply their knowledge in their workplaces. This percentage (31%) is a signal 
both for changes within the organization and in terms of human resource development, as well as 
remarks for SMEs regarding the existing potential of human resources that they have in the firm.  
However, when we generate practical work and concrete work, there is a combination of these two 
categories of SMEs in Kosovo that nevertheless keep them in competition.

When looking at who in the organization is in charge of human resources development, from 
the survey responses is visible main manger is in charge in more than 2/3 of the SMEs included 
in the sample. Given these findings, it seems that the main managers of SMEs in Kosovo have a 
collection of works in these companies under their responsibility. Therefore, given these large set 
of responsibilities for the main manager, the development of human resources in the organization 
may be slow and therefore, this tends to reduce the competitiveness of SMEs in Kosovo, and 
certainly outside Kosovo.

 
Fig .5.13. Do SMEs in Kosovo have a human resources department?

                               

                                     

The graph shows that 76% of SMEs have no human resources department at all. It should 
be noted that this percentage corresponds to the percentage of SMEs that work from 1-10 
workers. Therefore, these companies do not want to incur costs, and think that they do not need 
professional human resources who will take care of them; training, evaluation, recruitment, 
selection, knowledge transfer and many other activities.

SMEs that have a human resources department (24%) as seen in the graph have employed: one 
person (6.53%), while the enterprises that have the most employees (12.58) with two or more 
are a really good percentage. However, those enterprises that have more than five employees 
in the human resources department should be medium enterprises that have funds to pay 
them more than other SMEs.
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Fig .5.14. Persons are employed in the department   

Source: Author, survey with 380 SME-2019, 

Fig. 5.15. Who cares about human resources in the Company?

Source: Author, SME Survey with 380, year 2019

Moreover, from the survey research it seems that only 24% of the SMEs have a Human 
Resources department, while the remaining 76% of enterprises do not have a HR department. 
From the enterprises that have reported that they do not have a HR department, when asked as to 
who is in charge in their organization for HR affairs, 49.87% answered that the General Director 
is the one who looked after all HR affairs in the enterprise while the main manager represented a 
percentage of 14.88%. 

The remaining enterprises that have HR departments, with a representative percentage of 
24%, based on the results of the research, have 2 to 4 people employed or 12.53%, whereas 6.53% 
have only one person in this department and 4.18% have more than 4 people. The most common 
phenomenon of a human resources team varies from 2 to 4 people which means that the need 

for group and non-individual work has been identified since human resources obviously have a 
variety of processes from job analysis to performance appraisal.

Persons who are engaged in the human resources department have also been asked about their 
qualification. As can be seen in the last chart in the Qualification of engaged persons, 15.14% of 
them had university education, 4.96% secondary education and 3.39% postgraduate education 
or Master of Science degree. Based on this percentage, if compared with the qualification of the 
interviewed persons mentioned above, the university education prevails in both.
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CHAPTER VI

6.1. Recruitment of human resources in SME in Kosovo

The recruitment process is of strategic importance, and an effective tool for human resource 
management. The orientation and desire of firms is to attract in this process some types of ap-
plicants who can support their strategy because the matching of human capital of a firm with its 
strategy is positively related to the performance of the firm.52 

After setting clear recruitment objectives, a coherent strategy for recruiting individuals to fill 
jobs should then be developed. This stage of strategy development involves creating a specific 
action plan to achieve the recruitment objectives.53

Therefore, it is very important that the recruitment process is well planned and that the com-
pany has a clear and defined way of recruiting. 

From the practice implemented by SMEs in Kosovo, we are analyzing some of the ways used 
by SMEs during the recruitment process.

Fig. 6.1. Type of recruitment used by SMEs in the Republic of Kosovo 

Source: Survey with SME-2019 (sample 380)

Asked to indicate which is the most used form of recruitment by the organization, respondents 
answered as follows: 26.9% of small and medium businesses in the Republic of Kosovo use the 
most type of Internal Recruitment; 42.6% of them external Outer Recruitment; and 30.5% realize 
Recruitment in combined form, from inside and outside.

Undoubtedly, the graph provides us with enough information to conclude that small and me-
dium businesses in the Republic of Kosovo use external recruitment as the most common form of 
recruitment. It is followed by Combined Recruitment and as the least used option in the middle 
is Internal Recruitment. Theoretically we can find many reasons why businesses can make this 
selection of recruitment form, but to find the exact reasons a more detailed practical research in 
this field is needed.

52 Huselid, M. A., & Becker, B. E. (2011). Invited editorial: Bridging micro and macro domains: Workforce differentiation and 
strategic human resource management. Journal of Management, 37, 421–428.
53 SHRM Foundation’s Effective Practice Series Guidelines; Recruiting and Attracting Talent, A Guide to Understanding and 
Managing the Recruitment Process, pg, 4
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Fig.6.2. What SME managers are based on during the recruitment process

Source: Author, SME Survey with 380, year 2019

During the process of recruiting human resources, SMEs in Kosovo mostly (45%) rely on per-
sonal recognition of candidates who recruit them. This percentage of recruitment through personal 
recognition indicates that the recruitment process is oriented to a circle of family members and a 
portion of others who may have knowledge of them. However, it should be noted that the issue of 
recruiting known persons is not negative, however, it would be good for the dominant field in this 
process to be that of expertise, which means recognizing the professional aspect and experience.

Recommendations from trusted persons are the second most important form that SMEs apply 
in the recruitment process (19.6%). Relying on the recommendations of trusted individuals means 
that SMEs have begun to receive expert advice on the process of recruiting and developing human 
resources. 

Other preferences which also occupy an important place in the recruitment process are: Em-
ployment office, and recommendations of educational institutions (10.2%).  These two forms of 
recruitment show that there is no deep and well-organized cooperation between businesses and 
educational institutions and employment offices. This is a major shortcoming of these institutions 
in Kosovo, especially those of education which have failed to establish contact and develop coop-
eration with businesses. Therefore, there are two elements that cause problems for both business 
and educational institutions. Education institutions are hampered in terms of referral, because 
these institutions, due to lack of cooperation with business community, are unable to recognize 
the demands of businesses. On the other hand, there is a sluggishness of education institutions 
(secondary and higher) to insist more on cooperation, and to recognize the needs of businesses for 
human resources, for their skills, knowledge and competencies.

6.2. Recruitment resources

Identifying sources of recruitment is an important step in the course of the recruitment pro-
cess. Recruitment sources may be internal or external, but most use both sources, thereby increas-
ing the chances of attracting candidates who are well prepared and competitive. For an organi-
zation to succeed and survive, it must combine rational use of both sources of recruitment. An 
organization operating in a highly competitive environment should put more emphasis on foreign 
sources, while an organization working in environments with slow changes can be successfully 
used internal recruitment.

 Fig.6.2 The Potential Value of Using Employee Referrals to Recruit 

Source: Recruiting and Attracting Talent

Sources of internal recruitment organization relates to fill vacancies by members of the 
organization by promoting a better job (in terms of working conditions) or advancement in the 
hierarchy of jobs (higher qualifications, greater responsibility, higher remuneration etc.).54

Fig .6.3. Internal sources of recruitment 

Source: Author, SME Survey with 380, year 2019

The survey data shows that the method of internal recruitment of SMEs in Kosovo is mainly 
realized through internal vacancy announcements (37.34%). Internal vacancies for companies are 
at low cost, and give qualified people the opportunity to apply for these positions. Another form of 
internal recruitment is leadership recommendation (36.55%). This form is common in recruiting 
as the managers have enough knowledge about their subordinates. Therefore, their recommenda-
tions are effective, and are motivating for workers. Employees will feel valued if the company, 
i.e. the management thinks about their progress in the profession. Therefore, their performance in 
achieving the company’s objectives will be greater.

SMEs in Kosovo seems to promote their employees also based on their performance. As can 
be seen from the Figure above, about 24% of the respondents have indicated that they promote 
their employees based on their performance. 

54 Emanoil Muscalu;  Sources of human resources recruitment organization; REVISTA ACADEMIEI FORĥELOR TERESTRE 
NR. 3 (79) / 2015, pg, 351  
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What attracts attention is the percentage difference between responses with internal vacancies 
and performance appraisal. This also shows the willingness of employees to advance in the posi-
tion as managers have observed that vacancy advertisements are an effective way to do internal 
recruitment. We can hardly tell the difference between internal advertisements and the recommen-
dation from the manager, which means that as high as the readiness of the employees is, almost 
the same is the level of recommendation from the manager that shows a positive variable between 
the manager and the employees.

Sources of external recruitment - External recruitment includes the actions intended to bring 
a job opening to the attention of potential candidates outside the organization and to influence 
these candidates to apply, maintain interest and, in the end, accept a job offer. Primary emphasis 
is on activities under the control of an HR department charged with recruiting new employees.55

Fig. 6.4. External sources of recruitment

Source: Author, SME Survey with 380, year 2019

SMEs in Kosovo that use external recruitment, recruit the necessary staff with job vacancies 
45.43%, while 22.2% through employment offices, 12.8% through consultations, through univer-
sities 8.62% and 21.15% of respondents did not provide an answer. Universities are the key to all 
potential employees for SMEs in Kosovo and based on the results, the relationship between SMEs 
and Universities is very low as only 8.26% of SMEs in Kosovo recruit through universities. This 
also reduces the ability of students to strengthen their practical side.

6.3. Recruitment effectiveness 

Recruitment process is effective if it brings enough pool of applications and the selection 
process is handled with ease. The effectiveness of the selection process is directly influenced by 
what happens during the recruitment process.

55 James A. Breaugh, Ph.D. A Guide to Understanding and Managing the Recruitment Process Recruiting and Attracting Talent 
SHRM Foundation’s Effective Practice Guidelines 

Fig .6.5. Which resources are most effective?

Source: Author, SME Survey with 380, year 2019

Research analysis has shown that SMEs in Kosovo, the majority of them (36.1%) think that 
the most appropriate form of human resource recruitment is advertising (newspapers / portals, 
social networks). 

The most significant change in recruiting practices has been the rise in the use of online 
recruiting. Many organizations post job openings on their web sites or on specialized sites, and 
some accept only online applications, completely eliminating the hard-copy application.56  This 
type of vacancy announcement has been widely used by economic entities and SMEs. Here it is 
thought that their position has to do with the possibility of greater and wider access to candidates 
prepared for the vacant position, taking into account various professions. 

Employers are interested in expanding the recruitment process with other forms that can 
provide SMEs with the number and variety of education and experience. Therefore, the options 
of Schools / Universities and Career Centers (21.9%) are one of the methods they use to fill the 
vacancies. Here it is interesting that in schools and universities and career centers, SMEs are 
focused on recruiting people who have performing capacities and systematically built experience 
and career. 

6.5. Does SME in Kosovo use different recruitment 
       procedures for different positions?

Another way and method of recruiting is via reference. Reference, a method of referring by 
the people who have worked and know the candidate is also used to a considerable extent by 
SMEs in Kosovo (20.1%). 

56 Myrna Gusdorf; Society for Human Resource Management, 2008, pg6
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Table 6.6. Use of different recruitment procedures for different positions

What are the most successful resources for recruiting new employees? Job fairs * 
Does your company use different recruitment procedures for different positions? 
Cross-reference
Count  

 
Yes

Does your company use different 
recruitment procedures for 
different positions?

Total

No 3

What are the most successful resources for 
recruiting new employees? Job fairs

Yes 23.6 12.7 0.0 18.8

No 76.4 86.5 100.0 80.9

Total 100.0 100.0 100.0 100.0

Source: Survey with 380 SME  2019

Recently in Kosovo, once a year, the Chamber of Commerce and Small and Medium Business 
Associations organize employment fairs. When we cross-referenced data on the use of various 
tools - fairs, we saw that only 18% of them use employment fairs. Meanwhile, 80.9% does not use 
the employment fair as a way of recruiting. This means that companies, namely the SME sector in 
Kosovo in terms of the labor market is not sufficiently developed, not even as an experience which 
in developed countries gives good results. At these fairs, companies display their recruitment 
requirements. Meanwhile, interested people, students, graduates and various experts appear at 
these fairs to find work, or even to sign employment contracts.

Table.6.7. Cross-reference regarding recruitment procedures – cooperation
 with Schools or Universities

Does your company use different recruitment procedures for different positions? * Collaboration 
agencies with Schools or Universities? Cross tabulation

Count  

 
Yes

Cooperation Agencies with 
Schools or Universities?

Total

No

Does your company use different 
recruitment procedures for different 
positions?

Yes 81.8% 52.3% 55.7%
No 18.2% 47.3% 43.9%
3 0.0 0.4% 0.3%

Total 100.0 100.0 100.0

Source: Author, SME Survey with 380, year 2019

In order to ensure the efficiency of the recruitment process, SMEs use different recruitment 
procedures. When we take out the average of SMEs that use the combination of procedures and 
the use of agencies and cooperation with schools and universities, the cross tabulation shows that 
55.7% of SMEs have stated that they use the combination of these institutions. Meanwhile, 43.9% 
stated that they do not use them.

6.6. Social networks recruitment (cross tabulation)

Research on the use of social media networks for recruitment by SMEs in Kosovo has shown 
that there is a significant number of SMEs that use this network. This network is now in use and 
accessible both by SMEs and the labor market. Many companies through the social network and 
news try to organize recruitment through this form which is being used more and more every day. 
It is very interesting that the messages given by the cross tabulation regarding the use of these 
networks, inform us that that they are present in Kosovo and they are used by candidates who are 
looking for a job, and by SMEs who are looking for human resources for company needs.  

Information technology is changing both the recruitment process and the speed of recruitment, 
as well as the cost of recruitment and the results of recruitment. Technology is now using numerous 
techniques which were previously unimaginable for human resource management processes. 

It has become extremely difficult to find the right candidate for the right position at the right 
place because of the availability of a large number of candidates and the challenges posed by the 
existing recruiting strategies. At this point, the recruiting software and firms are getting attracted 
to the term “Social”. This social evolution in the recruiting soft-wares is creating debates about 
whether companies should go with niche tech tools or integrated systems. The reason behind the 
attraction towards the word “social” is the influence of social media like Facebook, LinkedIn and 
Twitter, which has predominantly changed the way companies’ recruits.57

Table 6.8. Cross tabulation regarding the use of social networks by SMEs for recruitment

Does your company use different recruitment procedures for different 
positions? * Announcements on social media Crosstabulation
Count  

 
Yes

Announcements on 
social networks

Total
No

Does your company use different recruitment 
procedures for different positions?

Yes 62.6% 48.6% 55.7%

No 37.4% 50.7% 43.9%

3 0.0 0.7% 0.3%

Total 100.0 100.0 100.0

Source: Author, SME Survey with 380, year 2019

In the recruitment process, from the analysis we have done of this process, it has resulted 
that the use of social networks, or notifications on social networks are used by 55.5% of SMEs. 
Social media websites have become popular for a variety of reasons: Social media has become 
a phenomenon of mass use, as is Facebook, through which is being practiced in Kosovo as 
well (55.7%); SMEs have a lot of experience in the recruitment process through this form. This 
percentage is the same for portals (55.7%) of online work. 

57 Hari g Krishna, and vyshak mohan ; social media recruitment from employers perspective 



58 59

Table 6.6. Use of different recruitment procedures for different positions

What are the most successful resources for recruiting new employees? Job fairs * 
Does your company use different recruitment procedures for different positions? 
Cross-reference
Count  

 
Yes

Does your company use different 
recruitment procedures for 
different positions?

Total

No 3

What are the most successful resources for 
recruiting new employees? Job fairs

Yes 23.6 12.7 0.0 18.8

No 76.4 86.5 100.0 80.9

Total 100.0 100.0 100.0 100.0

Source: Survey with 380 SME  2019

Recently in Kosovo, once a year, the Chamber of Commerce and Small and Medium Business 
Associations organize employment fairs. When we cross-referenced data on the use of various 
tools - fairs, we saw that only 18% of them use employment fairs. Meanwhile, 80.9% does not use 
the employment fair as a way of recruiting. This means that companies, namely the SME sector in 
Kosovo in terms of the labor market is not sufficiently developed, not even as an experience which 
in developed countries gives good results. At these fairs, companies display their recruitment 
requirements. Meanwhile, interested people, students, graduates and various experts appear at 
these fairs to find work, or even to sign employment contracts.

Table.6.7. Cross-reference regarding recruitment procedures – cooperation
 with Schools or Universities

Does your company use different recruitment procedures for different positions? * Collaboration 
agencies with Schools or Universities? Cross tabulation

Count  

 
Yes

Cooperation Agencies with 
Schools or Universities?

Total

No

Does your company use different 
recruitment procedures for different 
positions?

Yes 81.8% 52.3% 55.7%
No 18.2% 47.3% 43.9%
3 0.0 0.4% 0.3%

Total 100.0 100.0 100.0

Source: Author, SME Survey with 380, year 2019

In order to ensure the efficiency of the recruitment process, SMEs use different recruitment 
procedures. When we take out the average of SMEs that use the combination of procedures and 
the use of agencies and cooperation with schools and universities, the cross tabulation shows that 
55.7% of SMEs have stated that they use the combination of these institutions. Meanwhile, 43.9% 
stated that they do not use them.

6.6. Social networks recruitment (cross tabulation)

Research on the use of social media networks for recruitment by SMEs in Kosovo has shown 
that there is a significant number of SMEs that use this network. This network is now in use and 
accessible both by SMEs and the labor market. Many companies through the social network and 
news try to organize recruitment through this form which is being used more and more every day. 
It is very interesting that the messages given by the cross tabulation regarding the use of these 
networks, inform us that that they are present in Kosovo and they are used by candidates who are 
looking for a job, and by SMEs who are looking for human resources for company needs.  

Information technology is changing both the recruitment process and the speed of recruitment, 
as well as the cost of recruitment and the results of recruitment. Technology is now using numerous 
techniques which were previously unimaginable for human resource management processes. 

It has become extremely difficult to find the right candidate for the right position at the right 
place because of the availability of a large number of candidates and the challenges posed by the 
existing recruiting strategies. At this point, the recruiting software and firms are getting attracted 
to the term “Social”. This social evolution in the recruiting soft-wares is creating debates about 
whether companies should go with niche tech tools or integrated systems. The reason behind the 
attraction towards the word “social” is the influence of social media like Facebook, LinkedIn and 
Twitter, which has predominantly changed the way companies’ recruits.57

Table 6.8. Cross tabulation regarding the use of social networks by SMEs for recruitment

Does your company use different recruitment procedures for different 
positions? * Announcements on social media Crosstabulation
Count  

 
Yes

Announcements on 
social networks

Total
No

Does your company use different recruitment 
procedures for different positions?

Yes 62.6% 48.6% 55.7%

No 37.4% 50.7% 43.9%

3 0.0 0.7% 0.3%

Total 100.0 100.0 100.0

Source: Author, SME Survey with 380, year 2019

In the recruitment process, from the analysis we have done of this process, it has resulted 
that the use of social networks, or notifications on social networks are used by 55.5% of SMEs. 
Social media websites have become popular for a variety of reasons: Social media has become 
a phenomenon of mass use, as is Facebook, through which is being practiced in Kosovo as 
well (55.7%); SMEs have a lot of experience in the recruitment process through this form. This 
percentage is the same for portals (55.7%) of online work. 

57 Hari g Krishna, and vyshak mohan ; social media recruitment from employers perspective 



60 61

6.7. Promoting workers from one position to another

Promoting workers from one position to another is a motivating factor. Workers aim to promote 
and advance their careers. Companies should also keep this in mind and through promotion make 
the connection of employees with the company, showing care for them, convincing them that in the 
company where they work there is perspective and promotion in the career. Career development 
is building trust between the employee and the company, it is motivation and commitment to 
achieve results and objectives through their performance.

Table.6.9. What is the average number of employees in your company 
who have moved from one position to another

What is the average number of employees in your company who have moved from one position to another? 
Please note? * What attracts the most employees to your company? Salary, Crosstabulation 

Count  

 

Yes

What attracts the most 
employees to your 
company? wages

Total

No

What is the average number of employees in your 
company who have moved from one position to another? 

0 16.4% 24.6% 18.4%
1 5.5% 1.6% 4.5%
2 13.7% 9.8% 12.7%
3 16.4% 11.5% 15.2%
4 6.6% 13.1% 8.2%
5 12.6% 16.4% 13.5%
6 4.4% 0.0% 3.3%
7 6.0% 4.9% 5.7%
8 2.7% 1.6% 2.5%
10 6.6% 4.9% 6.1%
11 0.0 1.6% 0.4%
12 1.1% 0.0 0.8%
15 3.3% 3.3% 3.3%
20 2.2% 6.6% 3.3%
25 0.5% 0.0 0.4%
30 1.1% 0.0 0.8%
60 0.5% 0.0 0.4%
150 0.5% 0.0 0.4%

Total 100.0 100.0 100.0

Source: Author, SME Survey with 380, year 2019

The table above presents data on promotion practices and the number of employees promoted 
in SMEs Kosovo. What appears to be in a negative connotation is that 18.4% of companies have 
not done any promotion. This should be considered worrying because these companies do not 
have creative ideas to make changes and bring change forward. Meanwhile, 65.6% of companies 
in Kosovo have stated that they promote workers. This promotion includes the number from 1 to 
10 employees. However, the number of SMEs that have promoted workers from one position to 
another is significant.

Recruitment and Selection is an important operation in HRM, designed to maximize employee 
strength in order to meet the employer’s strategic goals and objectives. In short, recruitment and 
selection is the process of sourcing, screening, shortlisting and selecting the right candidates for 
the filling the required vacant positions.

Fig.6.6.Which of the ways for securing the recruited people use SMEs in Kosovo

Source: Author, SME Survey with 380, year 2019

Based on the above-mentioned question about the method which is applied for the selection 
process, based on the answers, 60.84% answered that they use the Interview as a selection method. 
This is seen to be the most effective method as it is being used by most companies in Kosovo. 
Immediately after the Interview, knowing persons turns out to be a selection criterion as it has 
a representation of 34.73%, followed by Tests as a method that seems to be used by 16.19% of 
enterprises. The social approach is used as a refreshing criterion by 12.27% and others occupy a 
solid percentage with 11.74.

Fig.6.7.What are the criteria during selection 

Source: Author, SME Survey with 380, year 2019

To see the effectiveness of the recruitment process, we are interested to explore which methods 
SMEs use the most in the selection process, i.e. the criteria they apply during selection (see Figure 
6.7). The most widely used criteria by SMEs for the selection process were analyzed. The most 
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used criterion and which SMEs pay the most attention to when selecting employees is the work 
experience (54%). Second criterion in terms of importance, according to respondents, is education 
(22.9%). SMEs also pay attention to the training provided by potential candidates. 

While other selection criteria’s such as the ratio of the assessment center (1.8%), proven 
features and skills (1.6%) and others (4.1%) all together have been used very little (7.6%). If we 
refer to the answers of the respondents, the experience is substantial for SMEs in the process of 
selecting potential employees. However, it is not possible for all candidates to have the necessary 
experience required by SMEs. Therefore, SMEs need to think about additional activities to 
increase their capacity during work or training.

Fig 6.8. How satisfied the SMEs were with the selection process 

Source: Author, SME Survey with 380, year 2019

The selection process is considered a very important process for SMEs. This is because the 
employment of the right people, with skills, experience, knowledge, performing capacities ensures 
competitive advantage and provides SMEs with significant performance and profit. SMEs have 
been very happy with the people they selected (36.2%). Meanwhile, the percentage of selected 
people who were satisfied with the selection process and the applied methods is 44.9%. While 
most SMEs (17.3%) are moderately satisfied. 

Fig. 6.9.  Number of selection phases performed by SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

The chart above shows us that most small and medium-sized businesses in their selection 
process apply two stages - this in the graph is represented by 31.2% of business responses. We 
also note that 25.4% of businesses apply only one phase; 25.2% of them apply three stages of 
selection; 16.4% apply four stages and 1.8% apply five stages of selection.

Of course, we must keep in mind that selection as a process also depends on external 
circumstances that may imply the very nature of the job for which the candidates are selected. But 
sometimes, this process also depends on the importance that the organization attaches to human 
resources, factors such as current financial position, or various situational factors.

However, I believe that a selection process that contains two or three stages is always more 
qualitative than a process that contains only one stage. After all, human resources are the intangible 
value of the organization, and the selection process is the gateway through which this value enters 
the organization.
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Fig. 6.10.  Effectiveness of teamwork by SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

Respondents were asked to evaluate how effective are the teams in their organization. Thus, 
from their answers we have the following information: 20.5% of respondents estimate that the 
teams in their organization are not effective; 12.8% think that teams are only slightly effective; 
28.4% of respondents estimate that teams are moderately effective; 25.1% estimate that teams are 
effective above average; and 13.3% of respondents estimate that teams in their organization are 
very effective.

These responses represent a great diversity in terms of effectiveness in the teamwork of small 
and medium-sized businesses. However, if we aggregate these data, removing the average level 
we see that: 33.3% of respondents think that teams are not being effective, while 38.4% estimate 
that teams are proving to be quite effective. Which means a very satisfactory figure, in favor of the 
successful functioning of teamwork.

Fig. 6.11.  Difficulties in teamwork of SMEs in the Republic of Kosovo

Source: Survey with SME-2019 (sample 380)

Respondents were asked to assess the level of difficulties that accompany the functioning 
of the teams. From their answers we understand that; 40.5% of respondents estimate that there 
are no difficulties in the team functioning of the organization; 12.8% estimate that there is little 
difficulty; 8.4% estimate that there is average difficulty; 25.1% estimate that there are difficulties 
above the average level and 13.3% of them estimate that there are many difficulties in teamwork.

If we aggregate these results, subtracting the average level we realize that 53.3% of the 
teams operate with very small difficulty; while 38.4% of teams operate with difficulty. This is an 
interesting figure, in favor of good team functioning. However, we must keep in mind that this 
diversity of responses can come from the size of the organization, the large number of employees, 
and so on.
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    Chapter VII   
    Empirical analysis

Based on the literature used, as well as the above data to support the idea and concept of 
SMEs, in the following, we will present the hypotheses and test them with statistical methods 
using SPSS software to further analyze the recruitment process by the SMEs in Kosovo and 
also provide conclusion and policy recommendation. In order to undertake such an analyses we 
propose a set of hypotheses as set below:

Hypotheses:
H1: There is a significant positive relationship between the organization’s Financial Turnover 

and the functionality of the Human Resources Department.
H2: There is a significant positive correlation between Current Employee Number and 

Internal Recruitment.
H3: There is a significant positive correlation between External Recruitment and the 

increasing of the Qualifications of employees in the organization.
H4: There are no statistically significant differences between the sectors in which SMEs 

operate and the type of recruitment they use.
H5: There is a significant positive correlation between the organization’s Market Experience 

and Selection Quality.
H6: There is a significant positive correlation between the Current Financial Turnover of the 

organization and the Number of Selection phases.
H7: There is a significant positive correlation between the Large Number of Employees in 

the organization and Teamwork problems.
H8: There is a significant positive relationship between the Employee Qualifications Level 

and the Easier Knowledge Transfer in the organization.
H9: There is a significant negative relationship between Employee Qualifications Level and 

Teamwork Problems in the organization.
H10: The effective functioning of the team depends more on the Human Resource 

Management factors in the organization than on the General factors of the organization.

7.1. Hypothesis testing

Among the most popular ways to test hypotheses58 is correlation analysis and regression 
analysis. Correlation analysis is a measure of the correlation between two variables, it gives us a 
mathematical value which shows the strength of their relationship. The correlation can take values 
from -1 to +1, consequently positive and negative values. Thus, these values show the strength of 
the relationship that exists between the variables, whether positive or negative. So a correlation 
value of (+1): shows the absolute positive linear correlation between the two variables (with 
increasing X increases Y); a value of (0): indicates that there is no correlation between the two 
variables (X and Y, no correlation); whereas a value of (-1): indicates an inverse linear correlation 
(with increasing X decreases Y). Whereas, regression analysis is used to assess the relationship 
between dependent and independent variables. Rather, this analysis helps us understand the impact 

58 A hypothesis is an assumption or explanation which is temporarily accepted to interpret reality or certain characteristics of a 
population. The hypothesis should be able to be supported or rejected on the basis of empirical evidence and as such provide guid-
ance for future research. Thus, hypothesis testing is a standard statistical method by which a claim about a population is substanti-
ated. Hypothesis testing aims to determine whether there is sufficient statistical data in favor of a particular statement or idea, for 
one or more parameters. Statistical conclusions function on the basis of the favored assumption. The favored assumption is called 
the null hypothesis, and is denoted by Ho. Hypothesis zero is the assumption that something is accepted as correct, as long as there 
is no strong evidence against it. While the alternative hypothesis is the antithesis of the null hypothesis, and is usually denoted by 
Ha. The alternative hypothesis is that assumption which is accepted after the null hypothesis has been rejected.
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that independent variables have on the dependent variable. At the same time, regression analysis 
is the most widely used research technique in the social sciences. Thus, the testing of the above 
hypotheses will be done using both of these methods.

7.1.1. Testing the first hypothesis

One of the main goals of this research is to analyze the current and still unknown situation 
in the field of small and medium businesses of the Republic of Kosovo in relation to Human 
Resource Management. More precisely, the focus of this thesis is the importance that SMEs attach 
to HRMs and the effects that result from good Human Resource Management. However, a key 
element related to Human Resource Management is DHRM (Department of Human Resource 
Management). DHRM is an essential part of managing the organization’s staff, because it does 
the recruitment, evaluation, selection, performance appraisal, training, development and a set of 
necessary functions. In fact, success in human resource management and organizational success 
cannot be thought of without it. However, there is a belief that the Human Resources Department 
of SMEs is not seen as a necessity, but as an action that the business takes when it is in a good 
financial position. Consequently, through this paper we want to know whether good financial 
performance is a key condition for SMEs to decide on the functioning of DHRM in the organization.

To answer this question, the favored zero hypothesis and alternative hypotheses have been 
compiled, which are as follows:
H1o: There is a significant positive relationship between the organization’s Financial 

Turnover and the functionality of the Human Resources Department.
H1a: There is not a significant positive relationship between the organization’s Financial 

Turnover and the functionality of the Human Resources Department.
To test this hypothesis, correlation analysis was used, which results: 

Table No. 7.1. - Correlation analysis for the “First Hypothesis”
Correlations

Current annual 
turnover

DHRM

Current annual turnover
Pearson Correlation 1 .249**

Sig. (2-tailed) .004
N 382 382

DHRM
Pearson Correlation .249** 1
Sig. (2-tailed) .004
N 382 382

**. Correlation is significant at the 0.01 level (2-tailed).

Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a positive correlation (of the 
second degree) between the tested variables, which are statistically expressed with a correlation 
level of r = 0.249 59 and a significance level of Sig = 0 <0.05 60 (less than the value of “p”).

59 Pearson Correlation = .249** from Table No. 7.1.
60 Sig. (2-tailed) = .004 from Table No. 7.1.

The analysis shows that as variable X increases, variable Y increases, which means that the 
better the organization performs financially, the more likely it is to make the Human Resources 
Department functional. So, we conclude that SMEs make DHRM functional when they are 
financially sound and do not see it as a necessity for their activity. Consequently, this makes us 
accept the null hypothesis.

7.1.2. Testing of the second hypothesis

Recruitment is the process of identifying and attracting capable candidates to successfully 
fill a vacancy in the organization. Both internal and external recruitment has its advantages and 
disadvantages. The dilemma that arises at this point is what the SMEs of the Republic of Kosovo 
choose when they have a significant number of employees within the organization. Namely, which 
form of recruitment is most preferred by SMEs which have a large number of employees already 
engaged? So, through this study we pose the logical dilemma that organizations with larger 
numbers of employees focus more on recruitment from within than from outside.

To see the correlation between the Number of Employees and Recruitment from within, the 
favored zero hypothesis and alternative hypotheses have been compiled, which are as follows:
H2o: There is a significant positive correlation between Current Employee Number and 

Internal Recruitment.
H2a: There is not a significant positive correlation between Current Employee Number and 

Internal Recruitment.

Table No. 7.2. - Correlation analysis for the “Second Hypothesis”
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Employee 
Number

Internal 
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N 103 103
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Pearson Correlation .325** 1
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**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation (of 
the second degree) between the tested variables, which are statistically expressed with a correlation 
level of r = 0.325 61 and a significance level of Sig = 0 < 0.05 62 (less than the value of “p”). The 
analysis shows that with the increase of the variable X the variable Y increases, which means that 
from the present observations we understand that the SMEs of the Republic of Kosovo which had 
a larger number of employees preferred to focus on the internal form of recruitment. Therefore we 
can conclude that the more organizations have a larger number of employees engaged, they will 
focus on internal recruiting. Consequently, this makes us accept the null hypothesis.

61 Pearson Correlation = .325** from Table No. 7.2.
62 Sig. (2-tailed) = .000 from Table No. 7.2.
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7.1.3. Testing of the third hypothesis

Among the main reasons why organizations choose the form of external recruitment is the lack 
of internal potential to fulfill a vacancy. Some organizations also choose this form of recruitment 
in the hope that new ideas, knowledge and qualifications will be introduced into the organization. 
For this reason, in this thesis we want to see whether the form of external recruitment has had an 
impact in the addition of employees with higher qualifications in the organization at the SMEs 
of the Republic of Kosovo. To see the correlation between the form of External Recruitment and 
the addition of more qualified employees in the organization, the zero favored hypothesis and 
alternative hypotheses have been compiled, which are as follows:
H3o: There is a significant positive correlation between External Recruitment and the 

increasing of the qualifications of employees in the organization.
H3a: There is not a significant positive correlation between External Recruitment and the 

increasing of the Qualifications of employees in the organization.

Table No. 7.3. - Correlation analysis for the “Third Hypothesis”.
Correlations

External 
Recruitment

Qualification 
of current 
employees

External Recruitment
Pearson Correlation 1 .200
Sig. (2-tailed) .058
N 162 162

Qualification of current 
employees

Pearson Correlation .200 1
Sig. (2-tailed) .058
N 162 162

Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a positive correlation between 
the variables tested, but which is not strong and therefore does not have a certain scale. This 
relationship is statistically expressed with a correlation level of r = 0.200 63 and a significance 
level of Sig = 0> 0.05 64 (bigger than the value of “p”). The analysis shows that with the increase 
of the variable X the variable Y increases, but the strength of the connection between the variables 
is low and also the level of significance exceeds the allowed margin. So this correlation is not 
statistically significant. This means that from the present observations we understand that the 
SMEs of the Republic of Kosovo which have used the form of external recruitment have not 
increased the number of qualified employees in the organization. Therefore, we can conclude 
that organizations, even if they use the form of external recruitment, this does not mean (does not 
ensure) that the number of qualified employees in their ranks will increase. All this analysis makes 
us reject the null hypothesis and accept the alternative hypothesis.

63 Pearson Correlation = .200 from Table No. 7.3.
64 Sig. (2-tailed) = .058 from Table No. 7.3.

7.1.4. Testing the fourth hypothesis

Given that the data from the database show that the most used forms of recruitment by SMEs 
are external recruitment and recruitment from both forms, which means that internal recruitment 
is used the least in these businesses. In this paper, we also want to know if there are statistically 
significant differences in the sectors of the economy in which SMEs operate in the use of these 
forms of recruitment. So we want to know if there are similarities between businesses in the sector 
of production, trade and services for the form of recruitment they choose to do. Given that these 
three sectors operate in the same economic environment then the logical view is that there are no 
differences between them in the form of recruitment. However, such a thing must be statistically 
tested. Consequently, to see if businesses in different sectors choose different forms of recruitment, 
the favored zero hypothesis and alternative hypotheses have been compiled, which are as follows:
H4o: There are no statistically significant differences between the sectors in which SMEs 

operate and the type of recruitment they use.
H4a: There are statistically significant differences between the sectors in which SMEs 

operate and the type of recruitment they use.
Thus, in this research, the difference between the sectors for the form of recruitment used was 

measured using the analysis of ANOVA (One-way Anova). Which results as follows:

Table No. 7.4. - Descriptive statistics for the “Fourth Hypothesis”
Descriptives

Form of recruitment

N Mean

Std. 

Deviation

Std. 

Error

95% Confidence Interval for 

Mean

Minimum Maximum

Lower 

Bound

Upper 

Bound
Production 70 1.99 .712 .085 1.82 2.16 1 3

Service 186 1.98 .785 .058 1.86 2.09 1 3
Commerce 126 2.15 .738 .066 2.02 2.28 1 3

Total 382 2.04 .759 .039 1.96 2.11 1 3

Source: Survey with SME-2019 (sample 380)

Table No. 7.5.  – Test of Homogeneity of Variances for the “Fourth Hypothesis”

Test of Homogeneity of Variances
Form of recruitment

Levene Statistic df1 df2 Sig.
1.598 2 379 .204
Source: Survey with SME-2019 (sample 380)
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Table No. 7.6. – ANOVA analysis for the “Fourth Hypothesis “

ANOVA

Form of recruitment

Sum of Squares df Mean Square F Sig.
Between Groups

2.452 2 1.226 2.141 .119

Within Groups 217.035 379 .573
Total 219.487 381

Source: Survey with SME-2019 (sample 380)

The table of descriptive statistics presents the averages of the three sectors of the economy 
as well as their standard deviation in relation to the dependent variable which in this case is the 
form of recruitment. In these statistics we notice that there are some differences between the three 
groups. However, to see if these differences are statistically significant we use the homogeneity 
test and the ANOVA analysis.

From reading the analysis of the homogeneity test of variance we see that the significance 
value is Sig = 0.204 65 , consequently bigger than the allowable significance value of Sig = 0 <0.05. 
The results of this test imply that there is homogeneity between the sectors for the use of the form 
of recruitment, consequently, although businesses in different sectors have no differences in the 
form of recruitment they use. So the groups are homogeneous in terms of the form of recruitment.

Furthermore we see the ANOVA analysis: From this analysis we understand that the Mean 
square of the groups takes the value 1.226 66, and the significance level for the groups is 0.119 67. 
These two pieces of information that we extract from the table make us realize that there are no 
statistically significant differences between the sectors for the form of recruitment used.

So, according to the test of homogeneity of variance and ANOVA analysis, we conclude that 
there are no differences between the SMEs of the Republic of Kosovo for the form of recruitment 
used. Consequently, we accept the null hypothesis.

7.1.5. Testing the fifth hypothesis

In a large number of cases the organization’s experience in the marketplace can be a powerful 
determinant of many issues related to the organization. An organization with more experience in the 
market creates more loyal clientele, is ready to face the challenges of the market more easily, even, 
an organization with longer experience in the market is likely to perform more efficiently internal 
processes, including employee selection. Consequently, an organization with vast experience in 
the market should be able to select the most suitable employees. The question that arises at this 
point is: how has the experience of the SMEs of the Republic of Kosovo influenced in relation 
to the realization of the selection process. Of course, the information about the satisfaction of the 
selection process is provided by the respondents themselves and presents their perception of the 
effectiveness of this process. Consequently, it is a very stable data.

65 Sig.= .204 from Table No. 7.5.
66 Mean Square Between groups = 1.226 from Table 7.6.
67 Sig. Between groups = 0.119 from Table No. 7.6.

To see the correlation between Market Experience and the Quality of the selection process 
in the organization, the favored zero hypothesis and alternative hypotheses have been compiled, 
which are as follows:
H5o: There is a significant positive correlation between the organization’s Market Experience 

and Selection Quality.
H5a: There is not a significant positive correlation between the organization’s Market 

Experience and Selection Quality. 

Table No. 7.7. - Correlation analysis for the “Fifth Hypothesis”
Correlations

Market Experience
Satisfaction with the 

selection process

Market Experience
Pearson Correlation 1 .438**

Sig. (2-tailed) .000
N 383 379

Satisfaction with the 
selection process

Pearson Correlation .438** 1
Sig. (2-tailed) .000
N 379 383

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation 
(of the second degree) between the tested variables, which are statistically expressed with a 
correlation level of r = 0.438 68 and a significance level of Sig = 0 < 0.05 69 (less than the value of 
“p”). The analysis shows that with the increase of the variable X the variable Y increases, which 
means that from the present observations we understand that the SMEs of the Republic of Kosovo 
which have had more experience in the market, are more satisfied with the effectiveness of the 
selection process, which is realized by them. Therefore, we can conclude that the more years of 
experience an organization has in the market, the more it will be able to carry out an effective 
selection process. Consequently, this makes us accept the null hypothesis.

7.1.6. Testing of the sixth hypothesis

There is an opinion that the more stages the selection process has, the more likely it is that 
at the end of the process the organization will select the most suitable candidate. For this reason, 
a number of organizations deliberately carry out this process in several stages (mainly three or 
four). However, the more stages a selection process has or the longer this process is, the more 
likely it is that the organization will incur costs. This is exactly the dilemma posed by this thesis: 
how do the SMEs of the Republic of Kosovo organize the selection process when they perform 
well financially and how do they organize them when they do not perform well financially. So we 
want to see if organizations change their approach to the selection process when they perform or 
do not perform well financially.

68 Pearson Correlation = .438**  from Table No. 7.7.
69 Sig. (2-tailed) = .000 from Table No. 7.7.



72 73

Table No. 7.6. – ANOVA analysis for the “Fourth Hypothesis “

ANOVA

Form of recruitment

Sum of Squares df Mean Square F Sig.
Between Groups

2.452 2 1.226 2.141 .119

Within Groups 217.035 379 .573
Total 219.487 381

Source: Survey with SME-2019 (sample 380)

The table of descriptive statistics presents the averages of the three sectors of the economy 
as well as their standard deviation in relation to the dependent variable which in this case is the 
form of recruitment. In these statistics we notice that there are some differences between the three 
groups. However, to see if these differences are statistically significant we use the homogeneity 
test and the ANOVA analysis.

From reading the analysis of the homogeneity test of variance we see that the significance 
value is Sig = 0.204 65 , consequently bigger than the allowable significance value of Sig = 0 <0.05. 
The results of this test imply that there is homogeneity between the sectors for the use of the form 
of recruitment, consequently, although businesses in different sectors have no differences in the 
form of recruitment they use. So the groups are homogeneous in terms of the form of recruitment.

Furthermore we see the ANOVA analysis: From this analysis we understand that the Mean 
square of the groups takes the value 1.226 66, and the significance level for the groups is 0.119 67. 
These two pieces of information that we extract from the table make us realize that there are no 
statistically significant differences between the sectors for the form of recruitment used.

So, according to the test of homogeneity of variance and ANOVA analysis, we conclude that 
there are no differences between the SMEs of the Republic of Kosovo for the form of recruitment 
used. Consequently, we accept the null hypothesis.

7.1.5. Testing the fifth hypothesis

In a large number of cases the organization’s experience in the marketplace can be a powerful 
determinant of many issues related to the organization. An organization with more experience in the 
market creates more loyal clientele, is ready to face the challenges of the market more easily, even, 
an organization with longer experience in the market is likely to perform more efficiently internal 
processes, including employee selection. Consequently, an organization with vast experience in 
the market should be able to select the most suitable employees. The question that arises at this 
point is: how has the experience of the SMEs of the Republic of Kosovo influenced in relation 
to the realization of the selection process. Of course, the information about the satisfaction of the 
selection process is provided by the respondents themselves and presents their perception of the 
effectiveness of this process. Consequently, it is a very stable data.

65 Sig.= .204 from Table No. 7.5.
66 Mean Square Between groups = 1.226 from Table 7.6.
67 Sig. Between groups = 0.119 from Table No. 7.6.

To see the correlation between Market Experience and the Quality of the selection process 
in the organization, the favored zero hypothesis and alternative hypotheses have been compiled, 
which are as follows:
H5o: There is a significant positive correlation between the organization’s Market Experience 

and Selection Quality.
H5a: There is not a significant positive correlation between the organization’s Market 

Experience and Selection Quality. 

Table No. 7.7. - Correlation analysis for the “Fifth Hypothesis”
Correlations

Market Experience
Satisfaction with the 

selection process

Market Experience
Pearson Correlation 1 .438**

Sig. (2-tailed) .000
N 383 379

Satisfaction with the 
selection process

Pearson Correlation .438** 1
Sig. (2-tailed) .000
N 379 383

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation 
(of the second degree) between the tested variables, which are statistically expressed with a 
correlation level of r = 0.438 68 and a significance level of Sig = 0 < 0.05 69 (less than the value of 
“p”). The analysis shows that with the increase of the variable X the variable Y increases, which 
means that from the present observations we understand that the SMEs of the Republic of Kosovo 
which have had more experience in the market, are more satisfied with the effectiveness of the 
selection process, which is realized by them. Therefore, we can conclude that the more years of 
experience an organization has in the market, the more it will be able to carry out an effective 
selection process. Consequently, this makes us accept the null hypothesis.

7.1.6. Testing of the sixth hypothesis

There is an opinion that the more stages the selection process has, the more likely it is that 
at the end of the process the organization will select the most suitable candidate. For this reason, 
a number of organizations deliberately carry out this process in several stages (mainly three or 
four). However, the more stages a selection process has or the longer this process is, the more 
likely it is that the organization will incur costs. This is exactly the dilemma posed by this thesis: 
how do the SMEs of the Republic of Kosovo organize the selection process when they perform 
well financially and how do they organize them when they do not perform well financially. So we 
want to see if organizations change their approach to the selection process when they perform or 
do not perform well financially.

68 Pearson Correlation = .438**  from Table No. 7.7.
69 Sig. (2-tailed) = .000 from Table No. 7.7.



74 75

To see the correlation between the Current Financial Turnover and the Phases in the selection 
process, the favored zero hypothesis and alternative hypotheses have been compiled, which are 
as follows:
H6o: There is a significant positive correlation between the Current Financial Turnover of 

the organization and the Number of Selection phases.
H6a: There is not a significant positive correlation between the Current Financial Turnover 

of the organization and the Number of Selection phases.

Table No. 7.8. - Correlation analysis for the “Sixth Hypothesis”
Correlations

Annual Financial 
Turnover

Phases in the 
selection process

Annual Financial Turnover
Pearson Correlation 1 .295**

Sig. (2-tailed) .000
N 382 288

Phases in the selection 
process

Pearson Correlation .295** 1
Sig. (2-tailed) .000
N 288 289

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation 
(of the second degree) between the tested variables, which are statistically expressed with a 
correlation level of r = 0.295 70 and a significance level of Sig = 0 < 0.05 71 (less than the value of 
“p”). The analysis shows that with the increase of the variable X the variable Y increases, which 
means that from the present observations we understand that the SMEs of the Republic of Kosovo 
tend to increase the phases in the selection process when they perform well financially, and reduce 
(shorten) those when they do not perform well financially. Therefore, we can conclude that the 
better the organizations perform financially, the more they will focus on a slower and more careful 
selection process, adding to its phases. Consequently, this makes us accept the null hypothesis.

7.1.7. Testing of the seventh hypothesis

Team management is problematic in itself, even more so when these teams consist of a large 
number of employees. Thus, in this study we want to analyze how the SMEs of the Republic of 
Kosovo have managed Team Management. Consequently, to see whether the large number of 
employees affects the increase of team problems, or simply the number of employees is not an 
influential factor in this problem.

70 Pearson Correlation = .295** from Table No. 7.8.
71 Sig. (2-tailed) = .000 from Table No. 7.8.

To see the relationship between the number of current employees and the difficulties in 
teamwork, the favored zero hypothesis and alternative hypotheses have been compiled, which are 
as follows:
H7o: There is a significant positive correlation between the Large Number of Employees in 

the organization and Teamwork problems.
H7a: There is not a significant positive correlation between the Large Number of Employees 

in the organization and Teamwork problems. 

Table No. 7.9. - Correlation analysis for the “Seventh Hypothesis”
Correlations

Number of current 
employees

Difficulties in 
teamwork

Number of current 
employees

Pearson Correlation 1 .577**

Sig. (2-tailed) .004
N 383 383

Difficulties in teamwork
Pearson Correlation .577** 1
Sig. (2-tailed) .004
N 383 383

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation 
(of the second degree) between the tested variables, which are statistically expressed with a 
correlation level of r = 0.577 72 and a significance level of Sig = 0 < 0.05 73 (less than the value 
of “p”). The analysis shows that with the increase of the variable X the variable Y increases, 
which means that from the present observations we understand that the SMEs of the Republic of 
Kosovo, which had a larger number of employees, had greater difficulties in their teamwork. It is 
also seen from the analysis that this analysis is statistically significant. Therefore, we can conclude 
that the more employees an organization has, the more likely it is that this organization will have 
problems and difficulties in the functioning of the teams. Consequently, this makes us accept the 
null hypothesis. 

7.1.8. Testing of the eighth hypothesis

Knowledge is an active human process that incorporates understanding and information 
processing (thinking), to generate new knowledge. Within an organization, knowledge is created 
differently and for different needs. The peculiarity of knowledge is that it is the only “asset” 
which when shared with someone else does not decrease, but increases. Thus, organizations must 
consider the successful transfer of knowledge to all employees, and equally. Consequently, there 
is a belief that employees with higher qualifications enable an easier transfer of knowledge to 
colleagues. Therefore, this relationship is a matter of interest in this study. Through it we want to 
understand whether the qualified employees have influenced the realization of an easier transfer 
of knowledge in the organization on the SMEs of the Republic of Kosovo.

72 Pearson Correlation = .577** from Table No. 7.9.
73 Sig. (2-tailed) = .004 from Table No. 7.9.
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To see the correlation between the Current Financial Turnover and the Phases in the selection 
process, the favored zero hypothesis and alternative hypotheses have been compiled, which are 
as follows:
H6o: There is a significant positive correlation between the Current Financial Turnover of 

the organization and the Number of Selection phases.
H6a: There is not a significant positive correlation between the Current Financial Turnover 

of the organization and the Number of Selection phases.

Table No. 7.8. - Correlation analysis for the “Sixth Hypothesis”
Correlations

Annual Financial 
Turnover

Phases in the 
selection process

Annual Financial Turnover
Pearson Correlation 1 .295**

Sig. (2-tailed) .000
N 382 288

Phases in the selection 
process

Pearson Correlation .295** 1
Sig. (2-tailed) .000
N 288 289

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation 
(of the second degree) between the tested variables, which are statistically expressed with a 
correlation level of r = 0.295 70 and a significance level of Sig = 0 < 0.05 71 (less than the value of 
“p”). The analysis shows that with the increase of the variable X the variable Y increases, which 
means that from the present observations we understand that the SMEs of the Republic of Kosovo 
tend to increase the phases in the selection process when they perform well financially, and reduce 
(shorten) those when they do not perform well financially. Therefore, we can conclude that the 
better the organizations perform financially, the more they will focus on a slower and more careful 
selection process, adding to its phases. Consequently, this makes us accept the null hypothesis.
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Kosovo have managed Team Management. Consequently, to see whether the large number of 
employees affects the increase of team problems, or simply the number of employees is not an 
influential factor in this problem.

70 Pearson Correlation = .295** from Table No. 7.8.
71 Sig. (2-tailed) = .000 from Table No. 7.8.
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To see the correlation between the Qualification of current employees and the Ease of 
knowledge transfer in the organization, the favored zero hypothesis and alternative hypotheses 
have been compiled, which are as follows:

H8o: There is a significant positive relationship between the Employee Qualifications 
Level and the Easier Knowledge Transfer in the organization.

H8a: There is not a significant positive relationship between the Employee Qualifications 
Level and the Easier Knowledge Transfer in the organization. 

Table No. 7.10. - Correlation analysis for the “Eighth Hypothesis”
Correlations

Employee 
qualification

Ease of knowledge 
transfer

Employee qualification

Pearson Correlation 1 .305**

Sig. (2-tailed) .001
N 380 383

Ease of knowledge 
transfer

Pearson Correlation .305** 1
Sig. (2-tailed) .001
N 383 383

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong positive correlation (of 
the second degree) between the tested variables, which are statistically expressed with a correlation 
level of r = 0.305 74 and a significance level of Sig = 0 < 0.05 75 (less than the value of “p”). The 
analysis shows that with the increase of variable X, the variable Y increases, which means that 
from the present observations we understand that the SMEs of the Republic of Kosovo, which 
had in their staff employees with higher educational qualifications, have realized more easily the 
process of transferring knowledge to the organization. It is also seen from the analysis that this 
survey is statistically significant. Therefore we can conclude that the more qualified employees 
an organization has, the more likely it is that knowledge will be disseminated more easily and 
effectively. Consequently, this makes us accept the null hypothesis. 

7.1.9. Testing of the ninth hypothesis

Given the very positive impact of skilled employees on the easy transfer of knowledge to the 
organization (discussed in testing the above hypothesis), it is of interest to see what relationship 
exists between employee qualifications and teamwork difficulties. Consequently, logic requires 
believing that skilled employees know how to better manage interpersonal relationships, and this 
means that the result would be better team functioning, or effective management.

However, wanting to know how the qualified employees have influenced the team work of the 
SMEs of the Republic of Kosovo, the zero favored hypothesis and the alternative hypothesis have 
been formulated, which are as follows:

74 Pearson Correlation = .305** from Table No. 7.10.
75 Sig. (2-tailed) = .001 from Table No. 7.10.

H9o: There is a significant negative relationship between Employee Qualifications Level and 
Teamwork Problems in the organization.

H9a: There is not a significant negative relationship between Employee Qualifications Level 
and Teamwork Problems in the organization.

Table No. 7.11. - Correlation analysis for the “Ninth Hypothesis”.
Correlations

Employee 
qualification

Difficulties in 
teamwork

Difficulties in teamwork

Pearson Correlation 1 -.312**

Sig. (2-tailed) .001
N 383 380

Employee qualification

Pearson Correlation -.312** 1

Sig. (2-tailed) .001
N 380 383

**. Correlation is significant at the 0.01 level (2-tailed).
Source: Survey with SME-2019 (sample 380)

The results from the correlation analysis test show that there is a strong negative (second 
degree) correlation between the tested variables, which are statistically expressed with a 
correlation level of r = - 0.312 76 and a significance level of Sig = 0 <0.05 77 (less than the value of 
“p”). The analysis shows that with the increase of the variable X the variable Y decreases, which 
means that from the present observations we understand that the SMEs of the Republic of Kosovo 
which had in their staff employees with higher educational qualifications, had less difficulties in 
teamwork. It is also seen from the analysis that this survey is statistically significant. Therefore, 
we can conclude that the more qualified employees an organization has, the more likely it is that 
teamwork will be accomplished without difficulty (or with less difficulty). Consequently, this 
makes us accept the null hypothesis.

7.1.10. Testing of the tenth hypothesis

From the aims of this study is also to clearly understand what factors lead and cause effective 
functioning of teams. Of course, to understand this, two sets of factors have been constructed, the 
factors which come directly from Human Resource Management, and the General factors of the 
organization. Consequently, the purpose of this discussion is to measure which of these two sets 
of factors has an impact and defines the dependent variable. In theory there is the opinion that the 
effective functioning of the team depends mostly on the way human resources are managed in the 
organization, and not the general factors of the organization. Therefore, in order to measure this 
impact of both sets of factors on the effective functioning of the team, the favored zero hypothesis 
and alternative hypotheses have been compiled, which are as follows:
H10o: The effective functioning of the team depends more on the Human Resource 

Management factors in the organization than on the General factors of the organization.
H10a: The effective functioning of the team does not depend more on the Human Resource 

76 Pearson Correlation = - .312**  from Table No. 7.11.
77 Sig. (2-tailed) = .001 from Table No. 7.11.
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Management factors in the organization than on the General factors of the organization.
Thus, in this research, the impact of these two factors on the effective functioning of the team 

was measured using multilinear regression analysis. Which results as follows:

Table No. 7.12.  - Linear regression analysis and ANOVA for human resource 
management factors in the organization.

Model Summaryb

Model R R Square
Adjusted R 
Square Std. Error of the Estimate

1 .369a .173 .040 1.402
a. Predictors: (Constant), Providing the opportunity for professional development, Employee 
qualification, Effective selection, Providing training

b. Dependent Variable: Effectiveness of teamwork
ANOVAa

Model
Sum of 
Squares df Mean Square F Sig.

1 Regression 17.510 4 4.378 2.228 .004b

Residual 223.986 114 1.965
Total 241.496 118

a. Dependent Variable: Effectiveness of teamwork
b. Predictors: (Constant), Providing the opportunity for professional development, Employee 
qualification, Effective selection, Providing training

Source: Survey with SME-2019 (sample 380)

Figure No. 7.1. - The impact of Human resource management  
factors on the effective functioning of the team.

Source: Survey with SME-2019 (sample 380)

Table No. 7.13.  - Linear regression analysis and ANOVA for  
General factors of the organization.

Model Summaryb

Model R R Square
Adjusted R 
Square

Std. Error of the 
Estimate

1 .217a .097 .013 1.420
a. Predictors: (Constant), Current annual turnover, The importance that the organization attaches 
to knowledge, Market experience, Decision making in the organization

b. Dependent Variable: Effectiveness of teamwork
ANOVAa

Model
Sum of 
Squares df Mean Square F Sig.

1 Regression 11.159 4 2.790 1.384 .244b

Residual 225.764 112 2.016
Total 236.923 116

a. Dependent Variable: Effectiveness of teamwork
b. Predictors: (Constant), Current annual turnover, The importance that the organization attaches 
to knowledge, Market experience, Decision making in the organization

Source: Survey with SME-2019 (sample 380)

Figure No. 7.2.  – The impact of General factors of the organization 
on the effective functioning of the team.

Source: Survey with SME-2019 (sample 380)
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Linear regression is the most widely used method for predictive analysis. The whole concept 
of linear regression is to analyze how much a set of independent variables influences to predict 
(determine), the outcome of the dependent variable. We conducted this analysis on HRM factors 
and general organizational factors. To interpret the linear regression analysis, the value “R” from 
the model analysis and the value of “Significance” from the ANOVA analysis are most often 
used. The value R indicates how much the dependent variable is explained by the model (which 
includes the independent variables). And the value of Significance explains how significant these 
results are. Consequently, in order for the data to be accepted as significant, this value must be “P 
<0.05” (less than 0.05).

Thus the R value for Human Resource Management factors is 0.369 78 and the significance 
level is 0.004 79 . Whereas the value R for the General factors of the organization is 0.217 80 and 
the level of significance is 0.244 81. This made us realize that 36.9% of team effectiveness can be 
predicted (determined) by Human Resource Management factors, which means that these factors 
have a major impact on the effective functioning of the team. While other data given by linear 
regression analysis such as: R squre, Adjusted R squre, Sum of squares, df, Mean square, and F, 
are mathematical data which are also relevant, but for this level of analysis we serve only the 
values of R and Sig.

While the General factors of the organization can predict (determine), job satisfaction only 
21.7%. This is also supported by the value of the level of significance which for HRM factors 
is “Sig. 0.004”is statistically significant because P <0.05, while for the general factors of the 
organization is “Sig. 0.244”, so statistically not significant because P> 0.05. In addition, from the 
SPSS program we derive the influence of these two types of factors in the distribution diagram 
(Scatter plot), in which we graphically note that the factors of Human Resource Management have 
a greater impact on the dependent variable than the General factors of the organization. hile other 
data given by linear regression analysis such as: R squre, Adjusted R squre, Sum of squares, df, 
Mean square, and F, are mathematical data which are also relevant, but for this level of analysis 
we serve only the values of R and Sig.

So according to the developed models we accept the null hypothesis. 

7.1.11. Accepted hypotheses

H1o: There is a significant positive relationship between the organization’s Financial 
Turnover and the functionality of the Human Resources Department.

H2o: There is a significant positive correlation between Current Employee Number and 
Internal Recruitment.

H3a: There is not a significant positive correlation between External Recruitment and the 
increasing of the Qualifications of employees in the organization.

H4o: There are no statistically significant differences between the sectors in which SMEs 
operate and the type of recruitment they use.

H5o: There is a significant positive correlation between the organization’s Market Experience 
and Selection Quality.

H6o: There is a significant positive correlation between the Current Financial Turnover of 
the organization and the Number of Selection phases.

78 Model Summary R = .369a from Table No. 7.12.
79 Sig. = .004b from Table No. 7.12.
80 Model Summary R = .217a from Table No. 7.13.
81 Sig. = .0244b from Table No. 7.13.

H7o: There is a significant positive correlation between the Large Number of Employees in 
the organization and Teamwork problems.

H8o: There is a significant positive relationship between the Employee Qualifications Level 
and the Easier Knowledge Transfer in the organization.

H9o: There is a significant negative relationship between Employee Qualifications Level and 
Teamwork Problems in the organization.

H10o: The effective functioning of the team depends more on the Human Resource 
Management factors in the organization than on the General factors of the organization.
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VIII. Conclusion 
and recommendations 

8.1 Conclusions

The human factor is the fundamental factor for any country, organization and economy in 
general. No organization can function without people, therefore no organization can exist without 
employees. At the core of any enterprise is the human factor. As such, is not a guaranteed factor 
for any enterprise, regardless of its size, and hence, it should be taken care of in the recruitment 
process, train when hired, motivate and permanently develop once employed. 

Human, as a special economic factor (asset), with his specifics, experience, skills, knowledge, 
virtues and personal qualities acts in an organization with others on the basis of certain policies and 
practices. The recruitment in the SME sector plays a vital role in the growth of the organization 
and finally, through its growth, human factor contribute further to the economic development 
in general. Beside SMEs role in the economic growth and employment of the country, they 
are an important factor for the export of products and services and therefore, contribute to the 
improvement of the external trade balances. At the same time, they proved to be the promoters of 
innovation and other advancement in technology. 

Based on the primary source data from SME survey research and further analyze of those data 
with SPSS program, as well as based on literature in the field of human resource management, this 
master thesis has achieved a set of objectives. More specifically, we have presented an overview 
of models for the human resource recruitment process by the SMEs in Kosovo, recruitment 
practices, and through empirical study, we analyzed further the most common practices of the 
recruitment process used by SMEs in Kosovo. With a systematic chronology, the work of this 
thesis explored the recruitment process of SMEs in Kosovo, their steps, and the most suitable 
proposals for recruitment. The data used and of findings suggest that the process of recruitment 
and development of human resources depend on the environment where the firm operates and 
the potential offered by the labor market as a source for recruiting human resources. Through 
empirically collected data and their processing, an attempt has been made to reflect the best 
practices of recruiting human resources of SMEs through the correlation of variables specifically 
by cross-referencing these variables (chapter VII). We have further find that the recruitment 
process for SMEs is of particular importance, especially for the growth of SMEs, adaptation to 
market changes, turnover and profit (chapter VII). Hence, we find that the success of the firm 
depends on the people that the company has – Human Capital – as a key factor of success along 
with other sources such as Structural Capital, Physical Capital and Financial Capital. Therefore, 
the success of SMEs depends on a recruitment process which is well structured, well planned, 
well implemented, controlled and supported by professional expertise.

Moreover, we have found that the effects of business are in direct correlation with the 
recruitment process and the level of education of SME owners / managers. Therefore, our data 
has suggested that the recruitment of human resources of SMEs in Kosovo, first of all, need 
a professionalism in the process and also, creativity and ability to evaluate the needs of the 
organization for human resources in order to maintain their competitive position in the market. 

In addition, we have found that the recruitment process has a direct effect on productivity. 
People with skills, abilities, experience and competencies, create conditions for higher productivity 
than people who do not have these qualities. Regarding the profile of SME founders, the hypothesis 
proves accurate that the professional training of founders has an effect on the performance of 
the firm. However, the recruitment process also depends on the education and experience of the 
founders, this dependence is seen in their ability to assess and analyze market needs and conditions.

Given that profit growth occurs not only through increased sales and turnover of goods, but 
also through the process of human resource management - the recruitment process, then special 
attention should be paid to this process. 
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founders, this dependence is seen in their ability to assess and analyze market needs and conditions.

Given that profit growth occurs not only through increased sales and turnover of goods, but 
also through the process of human resource management - the recruitment process, then special 
attention should be paid to this process. 
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8.2. Recommendations 

From the research conducted through the survey throughout the territory of Kosovo, it results 
that the majority of businesses in Kosovo are individual businesses (88.8%), only 5.9 percent are 
partnerships and 6 percent are joint stock companies-corporations. This is a significant indicator 
that in most businesses, their management is not separate from ownership. Therefore, with the 
growth of these businesses, the skills and knowledge of their owners can become a limiting factor 
in meeting market demands, penetrate new markets and application of new technology. Therefore, 
it is recommended that owners of the SMEs in Kosovo increase their level of expertise within the 
organization, so that they are able to increase their skills according to the market needs. Moreover, 
we found that 34.6% of entrepreneurs in the SME sector who have aspired to realize their business 
idea, they declare that they have fulfilled such aspiration. However, the remaining part consider 
the SME sector only as an opportunity for employment. Therefore, it is recommended that SMEs 
in Kosovo should not hesitate to recruit well-educated and ambitious young people, who bring 
about meaningful external changes in the organization.

Research has shown that only 41 percent of founders have a positive relationship with the 
experience in the activity of their company. It is recommended that proven expertise is basic in 
the phase of setting up and growing these businesses. Therefore the issue of experience is much 
more important, despite the fact that for these subjects there may be costs. During the recruitment 
process SMEs should pay special attention to it.

We have found also a considerable reservation of managers and owners towards advanced 
forms of recruitment – internal or external. They tend to rely on traditional forms of recruitment 
and the source of recruitment is mostly in the family circle. Therefore, it is recommended that the 
recruitment process be done based on competition and on a professional basis. Competition in the 
recruitment process brings knowledge, experience, skills and abilities that the firm needs at the 
right time and at the right place.

This study has identified the need for more in-depth empirical research, both now and in the 
future, regarding the SME recruitment process, and the effects of human capital on the SME sector 
in Kosovo. To overcome this situation, it is recommended to establish a practice for measuring 
the value and effect of an important asset of SMEs - human capital. This practice will help SMEs 
to recognize more efficiently the needs and values of human capital, in terms of ability, skill, 
knowledge and capacity for their firms. 

SMEs are recommended to develop a framework of their own, through which they will verify 
“what is the state of their human capital”, “what has been done to improve this state” and “what 
is happening - what are effects if invested in this capital ”or new capital if recruited based on the 
needs arising from the analysis. We consider that the implementation of this recommendation 
will significantly help SMEs in the process of recruiting and selecting people based on specific 
indicators that are of interest to SMEs. 

This research have fund that the main elements that need to be considered in the recruitment 
process are qualification and professional skills of the candidates. However, continuous investment 
and human capital development is and remains of strategic importance to increase the value of 
SMEs. Hence, it is recommended that SMEs share a budget line, which should be used continuously 
to build human capital capacity according to labor requirements and technological process and 
according to changes that occur in the environment. SMEs need to invest in the development of 
skills, knowledge, abilities and executive capacities, because it has been proven, not only through 
this study but also through many other studies, that investing in the human factor has an impact on 

the growth of enterprise performance and creates advantages competitive in the market.
During the process of survey and data collection, there was a lack of practice of SMEs in 

maintaining and preserving historical data on business, human resources, progress, investments 
in the human factor, etc. International and local scientific experience and literature suggests that 
historical data are the basis for identifying and defining the required number of human resources 
and their development.  Therefore, it is recommended to follow the experiences of SMEs in other 
countries, especially developed ones, which are related to the compilation and harmonization of 
the necessary data that serve to identify and meet the needs for human resources. In addition, 
methodological improvements of data and information retention are recommended which 
significantly improve the possibility of a correct process for meeting the needs of human resources.

And finally, we recommend further research in the field of human resource management as 
well as knowledge management in the interest of the development of the SME sector and the 
economy. In addition, there is a need to further deepen the study in the field of recruitment and 
recruitment practices in a way that their human capital be in function of growth and development. 
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Reliability of the research instrument

Reliability is a way of measuring the quality of the procedure or research instrument, which 
is used to collect the necessary data. In order for the results of the study to be considered valid, ie 
reliable, the procedure or research instrument in the first place must be reliable. Instrument is the 
general word that researchers use for the tool by which they will collect data for research; which 
can be, test, questionnaire or survey.

Case Processing Summary
N %

Cases
Valid 369 96.34

Excludeda 14 3.66
Total 383 100.0

a. Listwise deletion based on all variables in the procedure.

Source: Survey with SME-2019 (sample 380)

The authors use different estimators for their research. Some pre-test the research by retesting 
it over time, while others measure reliability using parallel measurements with a similar, or 
completely different, questionnaire or instrument. While, a more common form of reliability 
measurement is “Internal Consistency Reliability”, which is actually a test to measure the 
consistency of results throughout the questionnaire questions, which is often measured with the 
Cronbach Alpha test.

The Cronbach Alpha test measures the reliability of the research instrument by measuring the 
correlation of the observed results, ie the correlation of the results obtained by the respondents 
in the case of the questionnaire. The higher the correlation of the answers, the more reliable the 
research instrument. A research instrument to be considered reliable, the value of the Cronbach 
Alfa test must result in at least 0.6, and in some cases the authors claim that even a value of 0.5 is 
accepted as reliable. This test is not performed on all questions of the questionnaire but only on 
scaled questions, which represent a scale. 

In this research as an evaluation tool of the research instrument I used the Cronbach Alfa test, 
the result of which is as follows:

Table - Cronbach Alpha test results for the questionnaire.

Reliability Statistics

Cronbach’s Alpha N of Items

.609 11

Source: Survey with SME-2019 (sample 380)
 

As can be seen from the tables above, from the testing of the questionnaire results the reliability 
coefficient of 0.609, which expressed in percentage means 60.9%. This result is shown in the table 
below and as such show that the questionnaire used as research instruments has a satisfactory 
degree of reliability and that it is measuring what needs to be measured.


