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Abstract. Sustainability and Human Resources Management (HRM) are in-
creasingly important concerns for small and medium-sized enterprises (SMEs). 
Our study focuses on the intersection between sustainability, HRM, and Small 
enterprises analysing that through the lens of performance in terms of average 
added value per employee (AAV). This study aims to address two research 
questions: (1) How do HRM practices and sustainable practices impact perfor-
mance in terms of AAV in Small Enterprises in Italy? (2) Do Italian Small En-
terprises driven by activities aimed at promoting employee welfare and sustain-
ability have a higher AAV? Datasets from the Italian Institute of Statistics 
(ISTAT) - including the Permanent Business Census and the periodic "Labor 
and Wages" dataset - have been utilized to provide insights into the relationship 
between sustainable HRM practices and productivity in Italian Small Enterpris-
es.  As expected, our findings revealed that certain HRM practices are associat-
ed with a higher AAV, such as incentives based on results, worker skill assess-
ments, and activities promoting physical and psychological well-being. Howev-
er, surprisingly, some sustainability practices, such as flexibility of working 
time, work performance flexibility, initiatives enhancing employee equal oppor-
tunities and parenting, reducing environmental impact, and mobility between 
functions and job rotation, were linked to a lower AAV. The results highlight 
the complexity of the relationship between sustainability, HRM practices, and 
performance in small enterprises. While certain HRM practices seem to con-
tribute positively to AAV, some sustainability practices may not have the same 
impact, leading to only partial confirmation of hypotheses H1 and H2. We dis-
cuss these results and provide a possible interpretation from which we derive 
opportunities for future studies. The inherent limitations of the study, in particu-
lar those related to the databases utilized, are declared and debated. 
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1 Introduction 

Sustainability, especially when linked to the areas of Human Resources Management 
(HRM), is becoming a topic of particular interest and concern for organisations 
worldwide. This dynamic stems from an increasing awareness of the environmental 
and social impacts that economic activities generate not only as producers of goods 
but as major social laboratories. As key players in shaping the future, both public and 
private sectors are called upon to respond to the environmental, social and economic 
issues that characterise today's scenario. Within this context, small and medium-sized 
enterprises (SMEs) have been identified as the key actors in charge of actively partic-
ipating in the economic transition towards a more sustainable scenario, considering 
the fundamental role they play within the global economy [33]. Indeed, according to 
Eurostat [29], SMEs represent the backbone of the EU economy. Moreover, due to 
their flexibility, agility and proximity to local communities, they play a key role as 
agents of change within the path towards a sustainable economy [53]. In addition to 
this, weaving networks with local actors can facilitate regional transitions by promot-
ing the innovativeness and resilience of local communities [21]. However, consider-
ing also the dark side of the matter, SMEs are also indicated as directly responsible 
for about 60 per cent of all carbon dioxide emissions and about 70 per cent of global 
pollution [3; 67]. If this is true in the global scenario, such dynamics are exacerbated 
for the scenario examined in the following study, i.e. the Italian one. Indeed, examin-
ing the Italian context, we see how SMEs represent more than 99% of all enterprises 
and employ almost 80% of the workforce1. 

If therefore, as we have said, Sustainability and HRM are two fundamental re-
search topics in today's scenario, as they are respectively devoted to improving the 
well-being of people and the environment, and SMEs are the primary context in 
which to observe them for their incidence, in our study we are going to investigate the 
intersection of these three directions through the lens of performance, using, in partic-
ular, a figure of efficiency, namely the average added value per employee (AAV). 
This figure in fact fits perfectly into the intersection investigated. From an HRM per-
spective, it indicates the ability of a company to effectively utilise the human value it 
has at its disposal [42]. Furthermore, from a sustainability perspective, it is an indica-
tor of the efficient utilisation of resources and overall environmental impact. Through 
this indicator, companies can in fact monitor their social and environmental perfor-
mance to identify potential opportunities for improvement [79]. Cross-referencing 
these two concepts provides a better understanding of which alignment of them can 
lead to the best value creation for organisations [25]. Although at a theoretical level, 
we have considered SMEs in their complexity, in our analyses we have focused on 
small enterprises, in particular, both for reasons of verticality of analysis and for rea-
sons of representativeness of the sample within the investigated context: the Italian 
one. Therefore, in light of these considerations, the research questions that guided the 
analysis are the following:  

 
1 Please refer to: http://dati-censimentipermanenti.istat.it/?lang=en 
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RQ1: How do HRM practices and sustainable practices impact performance in 
terms of AAV of Small Enterprises in Italy?  

RQ2: Do Italian Small Enterprises driven by activities aimed at promoting em-
ployee welfare and sustainability have a higher AAV? 

To explore these research directions, we made use of two datasets in particular. 
The first is a dataset made available relatively recently by the Italian Institute of Sta-
tistics (ISTAT) called the Permanent Business Census2. In particular, it is a periodic 
questionnaire that aims to investigate a large number of strategic projects and initia-
tives of Italian companies, having as a representative sample the totality of Italian 
companies. The second dataset is the periodic ISTAT "Labor and Wages" data set, 
from which we derive our analysis of the average value added per employee. The 
results we reach in our study, although they do not fully confirm the hypotheses, open 
up the debate and provide interesting insights for future research by further emphasiz-
ing the importance of studying and further exploring this topic. 

Starting therefore from these assumptions, the paper is organised as follows. First, 
the theoretical background underpinning our research question and our investigative 
hypothesis will be presented; Second, the methods used to analyse the data sets and 
test the hypotheses will be introduced; Third, the results that have emerged will be 
presented; Fourth, the discussion of the results will be presented, the limitations of the 
study will be made explicit, and future research steps will be presented. We believe 
that this work explores an interesting intersection that can address in depth some of 
the hot topics that today's scenarios require.  

2 Theoretical Background 

Starting from the stated research questions, we considered it essential to analyse the 
theoretical background behind the analysed macro-topics and then focus on their in-
tersection. Indeed, we believe that this approach is fundamental when approaching the 
issue of sustainability as it touches and influences the organisation at different levels 
in a relationship of mutual interdependence between it and the surrounding environ-
ment [89]. 
 
2.1 SMEs in Modern Scenario with a Focus on Italian Small Enterprises 

SMEs are an important and fundamental part of the global economy. They play a 
significant role in creating jobs, generating economic growth and ultimately fostering 
innovation. SMEs are defined as enterprises characterised by a workforce of up to 249 
employees; a definition that today leads them to represent 90% of global enterprises 
[63]. According to the World Bank [92], SMEs globally contribute to employing 
more than 50% of the entire workforce as well as generating about 33% of GDP. 
Looking at SMEs, apart from the reported representativeness figure, is interesting 
because they are unique and face specific challenges very different from those of 
large organisations. To give an example relevant to the study, they have to perform 
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with limited resources and capacities, using them to innovate and adapt to changes in 
the market [17].  In addition, their ubiquity and close ties with the territory in which 
they are embedded allow them to analyse the impact not only of the internal practices 
they adopt [78] but also the mutually influential relationships they have with the terri-
tory in which they are embedded [31].  

In Italy, they play a vital role in the country's economy by contributing to econom-
ic growth, employment and, finally, innovative capacity. Despite their importance and 
centrality, therefore, they face many challenges and obstacles that prevent them from 
expressing their full potential [35]. One of the main problems they face is access to 
finance. Italian banks have traditionally been hesitant to lend to small enterprises due 
to concerns about credit risk and limited collateral [40]. Moreover, during the finan-
cial crisis of 2008-2009, Italian banks were hit hard, and the resulting credit crunch 
further reduced small enterprises' access to financing [75]. Another major challenge 
they face is the administrative and regulatory burdens that are known to characterise 
the Italian context. Italian bureaucracy is notoriously complex and time-consuming, 
with regulations often overlapping and conflicting [10]. This fact, together with the 
scarcity of resources, only further complexifies the existence of these realities. De-
spite these challenging assumptions, they still manage to create products and services 
of such quality that they are recognised with reverence globally [57]. For these rea-
sons, we believe that as agile organisations are capable of performing despite the 
constraints and highly challenging environment in which they operate, they embody 
the resilient spirit that must be interpreted in today's scenario.  

 
2.2 Sustainability 

Sustainability, as a concept, has evolved over the years to become an increasingly 
important and  debated topic. One of the key milestones in the history of the concept 
is covered by the Brundtland Commission report, ”Our Common Future” in 1987 
[91]. This milestone is important because it provides one of the best and most holistic 
definitions of sustainability, defining sustainable development as "development that 
meets the needs of the present without compromising the ability of future generations 
to meet their own needs" [91, p. 43]. Although, this definition has been widely used 
and quoted, it has also been the subject of fervent debate and constant adjustment by 
scholars and practitioners interested in the subject. However, while taking it as a ref-
erence within the study, it is necessary to emphasize how the definition provided by 
the Brundtland Commission in its simplicity and effectiveness has attracted as much 
support as criticism. Indeed, inherent in the simplicity of the definition is an undenia-
ble and obvious ambiguity [51]. This is understandable since it implicitly refers to 
three macro pillars that must necessarily be considered in reflections on the subject: 
environmental, economic and social [27]. These dimensions, are evidently interrelated 
by links of mutual interdependence [34], requiring a comprehensive approach to rec-
ognize and handle the complexity of the subject. The three-pillar model [27] usually 
used to approach the topic, has in fact been criticized precisely for oversimplifying 
the complex relationships that exist between these dimensions.  
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Above all, it is criticized for the dangerous implicit assumption that economic 
growth can continue indefinitely without causing irreversible damage to the environ-
ment [77]. Understanding the complexity of the subject matter, we feel it is our duty 
to make explicit the concept of sustainability to which we adhere, namely the defini-
tion provided by the Brundtland Commission. As simple as it is, we believe it is holis-
tically capable of guiding and holding together the many dimensions involved in or-
ganisational issues. Although we, therefore, agree that there is still much work to be 
done to arrive at a definition, we believe that this definition is the best available today. 

Despite the strategic and current importance of sustainability, there is a significant 
gap between the perceived importance of sustainability performance measurement 
and its implementation in practice. While a majority of CEOs believe in the need to 
measure and quantify sustainability impacts, only a fraction believes they can ade-
quately measure the impact of their sustainability activities [83]. Furthermore, stake-
holders are dissatisfied with current measures of sustainability performance [83]. 
Indeed, a diversity of barriers exists, including lack of customer interest, poor infor-
mation on sustainability practices, technical difficulties, bureaucracy, and time and 
labour intensity. Notably, the abuse of the sustainability concept, also known as 
greenwashing, is considered a major barrier [18]. Despite this, sustainability infor-
mation is frequently collected for sustainability reports, indicating its importance for 
stakeholders and stakeholder relationships [83].  

Sustainability, indeed, today is a main issue for all kinds of organizations, includ-
ing SMEs. The complexity and multidimensionality of sustainability, encompassing 
economic, environmental, and social principles, pose significant challenges to SMEs 
[18]. In particular, SMEs face unique challenges in achieving sustainability due to 
resource limitations. According to Hsu et al. [41], SMEs need to incorporate sustaina-
ble development into their strategic analysis and effectively utilize their limited re-
sources. Despite the challenges, sustainability development can offer significant bene-
fits to SMEs, including firm development and growth,  enhanced corporate reputation, 
improved labour relations, and mitigation of stakeholder pressure [41]. However, both 
academia and industry have noted the lack of structure in integrating sustainability 
into business decisions as a critical challenge. The Triple Bottom Line (TBL) ap-
proach, encompassing the societal, environmental, and economic dimensions, or the 
Sustainable Balance Scorecard (SBSC), are frequently suggested as a guide for devel-
oping sustainable policies [27; 79]. However, implementing these principles in a bal-
anced and effective way remains a challenge for SMEs. Nonetheless, the sustainabil-
ity approach, although it may initially represent a high cost for SMEs to overcome, 
can lead to significant benefits in the long run. Achieving sustainability in SMEs thus 
requires overcoming a variety of barriers, improving performance measurement, and 
effectively utilizing limited resources towards sustainable development. 
 
2.3 HRM 

HRM practices play a crucial role in the success of organisations, including SMEs. 
The debate concerning HRM practices in SMEs has been the subject of a considerable 
amount of research and discussion, especially in recent years. Indeed, coupled with 
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the unique challenges they face, SMEs often lack formalised and institutionalised 
HRM practices, unlike, for instance, larger organisations [14]. This scenario further 
outlines the importance of establishing HRM practices that can help SMEs in gaining 
a competitive advantage and build long-term success [85]. Indeed, there is substantial 
evidence in the literature that supports the positive relationship between HRM prac-
tices and SMEs' performance. For example, many studies have shown how the adop-
tion of specific HRM practices, such as recruitment, selection, training, and people 
development, together with performance appraisal and designed forms of compensa-
tion can lead to significant improvements in productivity, financial performance and 
employee satisfaction in SMEs [5; 36; 46]. 

However, it is interesting to note that this stream is opposite to that of some schol-
ars who claim instead that the relationship is neither so linear nor so direct. Indeed, 
this relationship undergoes important variations based on context, industry, and firm 
characteristics [11; 13]. 

In this regard, we consider it appropriate to report on a dichotomous debate cur-
rently present in the literature that sees two opposing approaches: 'best fit' versus 'best 
practice'. The 'best practice' approach postulates that there are universal HRM practic-
es that can be applied to all organisations, regardless of size or context, and that still 
lead to improved performance [70]. In contrast, the 'best fit' approach, the one we 
adopt in this study, argues that HRM practices should be tailored to the individual 
needs and characteristics of organisations [80]. In fact, the latter approach is more 
suitable for approaching SMEs, especially considering the Italian context, as it is able 
to consider the uniqueness of organisational contexts and the unique and particular 
challenges that each organisation faces [69]. By adopting this approach, SMEs can in 
fact develop HRM practices that are better suited to their individual needs in order to 
achieve better-performing outputs [82]. 

The influence of contingent and contextual factors is indeed something that must 
necessarily be taken into account when talking about SMEs. The national context, 
organisational culture, leadership and industry are all factors that strongly influence 
HRM practices as well as their subsequent outcome [15]. Alignment with cultural 
values [20], the leadership's ability to reshape working methods [39], and industry and 
national characteristics [38] are indeed dimensions that these types of organisations, 
despite the limitations they face, must necessarily take into account. 

Another point that must be considered is the role of digital technologies. The 
emergence of digital technologies has brought a paradigm shift in the way businesses 
operate. This shift has been particularly evident in the human resources (HR) depart-
ments of small and medium-sized enterprises (SMEs), as they grapple with the unique 
challenges posed by digital transformation [88]. Digital maturity in HR management 
is not just about the adoption of new technologies; rather, it encompasses a holistic 
change in business processes, strategies, and underlying organizational structures. 
Indeed, the role of information technology (IT) departments has evolved from being 
mere service providers to becoming the drivers of innovative business models and 
strategic decision-making [74]. This shift is particularly evident in SMEs, where the 
degree of digitization has been found to correlate positively with the age of manage-
ment, indicating a generational divide in embracing digital technologies [87]. Howev-
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er, the intersection of digital technologies, HR management, and sustainability is a 
relatively unexplored area with significant research gaps [52]. In the context of sus-
tainability, the digitization of work and HR processes can lead to the creation of more 
sustainable and ethical organizations [48]. This is seen in the potential for remote 
work and digitalized processes to free workers from the constraints of time, location, 
and social circumstances. However, this shift also brings advanced monitoring possi-
bilities, raising concerns about worker surveillance and freedom. As Kostera [45] 
suggests, building a sustainable, humanistically managed organization necessitates 
creating a positive impact on individuals, groups, and the environment. The literature 
is replete with evidence that the effective implementation of digital HR processes, 
from recruitment to management, is critical to the functioning of an organization [48]. 
Yet, it remains uncertain whether the confluence of the ongoing pandemic and digital-
ization processes will lead to the achievement of sustainable development goals. Cur-
rent societal, economic, institutional, and organizational structures are being tested for 
their capacity to adopt a global perspective on justice and responsibility. This calls for 
a careful consideration of the use of modern technologies in creating a sustainable 
organization and society, while also remaining cognizant of the potential risks associ-
ated with these technologies [48]. 
 
2.4 HRM and Sustainability Effects on Average Added Value per Worker 

The relationship between HRM practices and sustainability is increasingly emerging 
as an area of interest within organisations.  

HRM plays an important role in the actual implementation of corporate sustainabil-
ity agendas. A recent extensive analysis of HRM academic and practice literature 
[73], shows how employees’ experience of sustainable HR will lead to positive organ-
izational and individual outcomes. Positive organizational outcomes of sustainable 
HR practices include sustainability climate, and enhanced reputation, attractiveness 
and retention; positive individual outcomes include commitment, satisfaction, identi-
fication, pride, and loyalty.  The existence of a nexus between a sustainability agenda 
and HRM is evidenced also by the fact that to translate sustainability agendas into 
practice and to produce the expected outcomes the HRM function plays a determinant 
role.  

Combining HRM and sustainability results in what is referred to in the literature as 
the sustainable HRM framework, an approach that aims to achieve both economic and 
social goals in a balanced way through HRM practices aimed at sustainability [25]. 
Using this theoretical lens, sustainable HRM practices can be seen as divergent from a 
classical approach to economic productivity, as they give priority to employee devel-
opment, motivation and well-being [26]. As an example, training and development 
(HRM) programmes with sustainability principles at their core can empower workers 
to develop the necessary skills so that they can contribute to the achievement of cor-
porate sustainability goals while also improving overall performance [81]. This inter-
section, however, is still little explored, so by adopting it in the study we aim to refine 
our knowledge in this regard. 
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Juxtaposing these areas of interest with the performance indicator used within the 
study, i.e. the average value added per employee (AAV), it is necessary to make a few 
preliminary remarks by first juxtaposing each of the constructs individually and then 
finally connecting the intersection of the three directives. The association between 
HRM practices and AAV has already been supported in the literature by several em-
pirical studies, which indicate that effective HRM can lead to significant improve-
ments in both worker productivity and organisational performance [42]. Other schol-
ars, on the other hand, emphasise the importance of strategically aligning organisa-
tional strategies and modes with HRM practices in order to ensure the development of 
workers [7].  
While the connection between HRM practices and AAV is almost intuitive, it is cer-
tainly more challenging to reconstruct the red thread that links AAV to sustainability. 
Some studies suggest that sustainability reflects an organisation's commitment to 
taking responsibility for the impacts of its actions on the environment, society and the 
economy [27] and that this is perceived positively by workers, motivating them to 
perform better [23; 64]. Indeed, it would appear that these practices significantly im-
pact workers' motivation and well-being [60]. 

Therefore, in light of the theoretical background exposed, the following hypotheses 
were derived: 

H1: There is a positive relationship between HRM practices and sustainability, 
which in turn positively influences the AAV of Small Enterprises in Italy. 

H2: Italian Small enterprises that implement activities directed towards employee 
welfare and sustainability have a higher AAV. 

3 Methodology and Analysis 

For our research, we have used two data sets, both provided by the Italian Institute of 
Statistics (ISTAT)3. The first dataset is known as the “Business Census” or “Censi-
mento permanente delle imprese”. This periodic survey is conducted on a representa-
tive sample of Italian firms and covers a wide range of strategic initiatives and pro-
jects. While the ISTAT's implementation of the survey ensures scientific rigour and 
integration with the European framework of statistical registers, researchers have no 
direct control over the survey design and administration. From this database we have 
selected the independent variables; in particular from section 2 entitled “Human Re-
sources Practice'' the following variables:  
 

- HRP1: incentives based on results or on individual worker productivity; 
- HRP2: periodic assessment of workers' skills; 
- HRP3: mobility between functions and job rotation agreed with the workers 

and with their representatives; 
- HRP4: flexibility of working time;  

 
3 Please refer to: http://dati-censimentipermanenti.istat.it/?lang=en 
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- HRP5: flexibility in the way work is performed (remote working, on project, 
offsite, etc.); 

- HRP6: communication between workers and ownership/management to 
promptly intercept signs of dissatisfaction or inefficiency; 

- HRP7: systematic collection of opinions on production processes and sug-
gestions for improvement; 

- HRP8: activities promoting the physical, psychological and social well-being 
of workers (sports, cultural, solidarity initiatives, etc.). 
 

From section 9 sustainability initiatives, titled "Environmental and social sustaina-
bility” we have selected the following variables: 

 
- S1: reduce the environmental impact of their activities; 
- S2: improve employee well-being, equal opportunities, parenting, and work-

family balance; 
- S3: support or implement initiatives of collective interest outside the compa-

ny; 
- S4: support or carry out initiatives for the benefit of the productive fabric of 

the territory in which the company operates. 
 

The second dataset utilized in our study is the periodic "Added value per worker" 
dataset also provided by ISTAT4. From this dataset, we were able to extract the de-
pendent variable: Added Value per employee. 

The combination of sustainability action with the AAV aligns with the widely 
acknowledged concept of sustainability [27], encompassing not only the conventional 
economic dimension but also encompassing the additional dimensions of social and 
environmental concerns. 

The combination of these two datasets allowed us to construct a comprehensive da-
tabase containing data on 166.000 organizations grouped into 63 out of 77 Nomencla-
ture of Economic Activities (NACE) divisions. The NACE is an integrated classifica-
tion system for products and economic activities commonly used in Europe, similar to 
the North America Industry Classification System (NAICS) utilized in the USA. 

In order to focus on small enterprises, the selected data set was limited to compa-
nies where the number of persons employed was in the range from 10 to 49. This 
measure of analysis was adopted because it represents the majority of Italian compa-
nies within which the investigated dimensions can be meaningfully analysed. 

The congruence of all NACE divisions and the data referring to the same year, 
2018, presented no difficulties in combining the two datasets. NACE divisions with 
one or more missing values were excluded from our sample, resulting in a sample size 
of 166.000 companies grouped into 63 NACE divisions. 

In order to test the two hypotheses, a weighted linear regression analysis was em-
ployed. The dependent variable in this analysis is the AAV, while the independent 

 
4 Please refer to: http://dati.istat.it/?lang=en 
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variables consist of the HRMP measures (HRMP1-HRMP7) and sustainability 
measures (S1-S5) as previously illustrated. 

Specifically, multiple frequencies weighted linear regression was conducted to ex-
amine the hypotheses. This approach represents an extension of ordinary regression, 
incorporating knowledge of observation variances into the regression model. The 
dependent variable, denoted as "y," corresponds to the AAV, a continuous variable 
expressed in euros, while the independent variables, denoted as "xs," are expressed as 
percentages based on NACE division classifications. Each NACE division comprises 
a varying number of companies, ranging from 54 to 19.695, resulting in a total of 
166.000 observations (number of firms). Therefore, it is necessary to incorporate 
weights proportional to the number of companies in the regression model. 

To accomplish this, the percentage impact of each variable on the total number of 
companies within a specific sector was calculated. By applying this weighting meth-
odology to each variable, the data become comparable, and the varying number of 
companies across different NACE sectors does not affect the robustness of the regres-
sion model. Similarly, when considering the AAV, the number of companies within 
each division is also used as a frequency weight. 

In this case, the number of companies in each division is used as a frequency 
weight. 

 
AAV Coef. St. 

Err. 
t-

value 
P>

|t| 
[95% Conf. Interval]  Sig 

HRP1 119,1903 0,930265 128,13 0,000 117,367 121,0136 *** 
HRP2 -1,46238 1,071913 -1,36 0,172 -3,56331 0,638545 no 
HRP3 -90,4895 2,726224 -33,19 0,000 -95,8328 -85,1462 *** 
HRP4 -100,942 0,591428 -170,67 0,000 -102,101 -99,7825 *** 
HRP5 -139,061 0,875098 -158,91 0,000 -140,776 -137,346 *** 

HRP6 3,631566 1,221117 2,97 0,003 1,238204 6,024928 *** 
HRP7 80,01118 1,448513 55,24 0,000 77,17212 82,85023 *** 
HRP8 455,5167 2,689676 169,36 0,000 450,245 460,7884 *** 
S1 -108,521 0,775434 -139,95 0,000 -110,041 -107,002 *** 
S2 -329,224 1,918831 -171,58 0,000 -332,985 -325,464 *** 
S3 7,022736 0,713979 9,84 0,000 5,623353 8,42212 *** 
S4 370,4148 1,998093 185,38 0,000 366,4985 374,331 *** 
Con-

stant 
36,99238 1,008194 36,69 0,000 35,01634 38,96842 *** 

R-
squared  

0,6752 
   

Numb. of obs. 
166.000  

F(12,165987)= 28757,11 
   

Prob > F 0,000 
Mean VIF 4,66  

   
*** p <0,01 

Table 1. Regression results 
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4 Results 

The results of the regression are shown in Table 1; the analysis model fitted the da-
ta well, demonstrating a significant relationship between HRM practices, sustainabil-
ity and AAV (indicated by an R-square of over 67 per cent). We feel it should be 
emphasised that the sign generated by the regression serves to attest to the nature of 
the relationship between the variables. If positive, it attests that the growth of one 
variable corresponds to the growth of the corresponding one, if negative vice versa. 
Furthermore, we report how the variables are all significant at 1% and how there is no 
significant collinearity within the model (VIF 4,66). Taking the dependent variable y 
used in the study, i.e. AAV, as a reference, results with a positive sign will attest to an 
improvement in this value, and vice versa, results with a negative sign will indicate a 
decrease in this respect. Therefore, according to the hypotheses reported, we would 
expect the signs of the areas analysed to be positive, however, not all results confirm 
this hypothesis. On a methodological level, it is fair to point out that the data are ex-
trapolated from a questionnaire referring to the year 2018, thus before the advent of 
the disruptive Covid-19 pandemic, this data will obviously be discussed and taken 
into account in the next section. To help us in the presentation, the positive-sign data 
will be reported first, followed by the negative-sign data.  

The positive-sign results are as follows: HRP1 (+119,190); HRP6 (+3,631); HRP7 
(+80,011); HRP8 (+455,516); S3 (+7,022); S4 (+370,414). 

While, conversely, the data with a negative sign are as follows: HRP2 (-1,462); 
HRP3 (-90,489); HRP4 (-100,941); HRP5 (-139,061); S1 (-108,521); S2 (-329,224). 

In light of the results presented, we can begin to argue that both hypotheses of 
study H1 (There is a positive relationship between HRM practices and sustainability, 
which in turn positively influences the financial performance of Small Enterprises in 
Italy) and H2 (Italian Small Enterprises  that implement activities directed towards 
employee welfare and sustainability have a higher AAV) are only partially confirmed. 

5 Discussion 

As mentioned in the previous section, with respect to the assumptions made, the re-
sults only partially confirm them. However, the questionnaire analysed refers to data 
from 2018, and this, despite the fact that only five years have passed on an organisa-
tional level, is the equivalent of referring to two different eras [84]. In the discussion, 
we will take this fact into account and open the reflections towards the next question-
naire of the same type to be published so as to generate a longitudinal analysis that 
can also analyse the watershed that the Covid-19 pandemic has constituted in generat-
ing awareness and openness towards flexible forms of work, sustainability and atten-
tion to the well-being of workers. Furthermore, as the aggregated data refer to two 
different sections of the questionnaire, we will use this division to organise the dis-
cussion. 
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5.1 HRM and AAV 

Treating the HRM practices section of the questionnaire and linking it to the depend-
ent variable of AAV, we can draw the following observations. Performance-based 
incentives (HRP1) appeared to be positively related to employee productivity, this is 
because they create a direct link between individual performance and rewards, moti-
vating employees to work better and more efficiently [49]. This result is certainly not 
surprising and is in line with the present literature on the subject. On the other hand, 
when analysing the relationship between employees' ability ratings (HRP2) and AAV, 
we could trace that weakly negative sign back to a debate in the literature. Indeed, 
some studies suggest that evaluations that identify areas for improvement and provide 
feedback to employees can increase employee performance [61]; while others argue 
that such evaluations can lead to negative consequences such as increased stress and 
reduced motivation [71]. 

Turning to the analysis of the negative relationship between job rotation (HRP3) 
and AAV, we can intuitively assume that this result is due to the fatigue and disrup-
tion that such initiatives can bring in the short term, especially if we consider the time 
workers need to adapt to new roles and acquire new skills [65]. Another interesting 
result, however, is that which shows that there is a negative relationship between im-
plementing actions aimed at flexibility in both working hours (HRP4) and the way 
work is performed (HRP5) with AAV. Regarding this result, we can make different 
reflections. The first is that this result aligns with other findings already in the litera-
ture that support the fact that flexibility can lead to inefficiencies and reduced produc-
tivity [1]. The second, in contrast, would open up the need for further analysis as oth-
er studies show that flexibility can instead act positively on worker satisfaction which 
in turn positively affects productivity in the long run [44]. Furthermore, these results 
must be read using the lens of the period in which the questionnaire was carried out, 
i.e. years in which agile forms of work were not as widespread in the Italian context 
as they are now, and in addition to this there is the fact that the questionnaire brings 
together and groups together all Italian companies regardless of the reference sectors, 
and this could be a further lens through which to read this result.  

Finally, the positive relationship between communication between workers and 
management (HRP6), the systematic collection of opinions on production processes 
(HRP7), the promotion of activities aimed at improving the physical and psychologi-
cal well-being of workers (HRP8) and AAV suggest that all these factors positively 
influence worker satisfaction and productivity. This last result in this section is in line 
with studies that emphasise the importance of implementing these practices as they 
positively affect organisational performance [2; 93]. 
 
5.2 Sustainability and AAV 

Regarding the results emerging from the data extracted from the second section of the 
questionnaire, we can state that the findings are in line with previous research on cor-
porate social responsibility (CSR), sustainable business practices and their effect on 
organisational performance. 
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The positive relationship between activities aimed at improving safety (S4) and 
AAV is in line with previous studies showing that a safe workplace generates more 
productive workers, reduces turnover and lowers operating costs [50]. 
On the other hand, analysing the low positive relationship between companies sup-
porting initiatives of interest outside the organisation (S3) and AAV we could trace 
this back to the fact that organisations engaged in philanthropic activities may face 
higher costs in terms of both resources and time spent, which are inevitably reflected 
in lower short-term performance [12]. However, it should be emphasised that these 
activities can enhance an organisation's reputation, thereby achieving better long-term 
performance and attracting more talented employees and young people [32]. 

From the model, it emerges that activities aimed at reducing environmental impact 
(S1) are linked to a lower AAV. This relationship could be explained by the fact that 
organisations that invest in environmentally friendly practices often face higher initial 
costs, which obviously leads to lower initial profitability [30]. However, other studies 
show how these investments can instead lead to attractive long-term benefits such as 
improved efficiency, reduced regulatory risks and, above all, a better reputation [37; 
56].  

Moving on, it is interesting to note that the model shows that improving work well-
being, equal opportunities, parenting and work-family balance (S2) is associated with 
a lower AAV. This result is certainly counterintuitive since other research shows in-
stead that improving worker well-being leads to better productivity and reduced turn-
over [24; 66]. A possible explanation, to be verified in subsequent studies, could be 
traced back to the choice of considering AAV as a performance indicator. Among 
work well-being, equal opportunities, parenting and work-family balance (S2) we can 
find a wide range of practices that may include flexible daily in/out, shift exemption, 
flexible shifts and customised schedules, and even prolonged absences from work, 
time bank, part-time, parental leave, training and support when returning from leave, 
or the introduction of a work-family balance coordinator. These practices usually 
imply a reduction of the time allocated to work or a relocation to working hours other 
than those normally scheduled. The impact of these practices may differ depending on 
the characteristics of the organisation and the type of activities carried out in it. It is 
greater for SMEs that involve work activities that cannot be performed in locations 
and/or times other than normal production, or activities that require 24/7 coverage. It 
is also greater for SMEs that, at the time of the introduction of these practices, show a 
high level of efficiency in staffing and thus a low surplus of personnel compared to 
the needs imposed by production activities. Reducing the amount of time allocated to 
work activities, or relocating it to working hours other than those normally scheduled, 
may therefore imply an increase in the staffing requirements necessary to guarantee 
the performance of work activities. Thus, if the calculation of the average added value 
returns the number of employees to the denominator, as this value increases, there 
will be a consequent decrease in the final result obtained. In light of the above consid-
erations, it can be expected that the organisational and staffing impact will be lower 
for organisations (i.e. consultancy companies or software houses), which provide for 
the possibility of carrying out work activities in spaces and times other than tradition-
al ones. In this case, apart from coordination requirements, an absence from work in 
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the afternoon can be compensated for by working in the evening hours. Another con-
sideration led us to look again at the year in which the questionnaire was carried out, 
whereas there were few forms of agile working, devoting time to these practices 
would have meant not being able to make up the working hours in any way.  It will be 
interesting to observe the same results in the light of the new questionnaire coming 
out, which takes into account the forms of agile work implemented after Covid. 

6 Conclusions: implications, limitations and future research 

In summary, the study proposes an initial analysis of the data made available by the 
datasets of the permanent census of enterprises in Italy and Labor and Wages. Starting 
from the hypotheses used as guidelines by the study, we can state that, given the high 
level of significance and the high variance explanation value (over 60%), there is a 
strong positive relationship between HRM practices, sustainability initiatives and a 
higher average value added per worker. 

Performance-based incentives (HRP1; HRP2). The positive relationship between 
performance-based incentives and employee productivity suggests that organizations 
should consider implementing such incentive programs. This aligns with previous 
research that highlights the importance of performance-based incentives in motivating 
employees to perform better [49]. However, the weak negative relationship between 
employee ability ratings and AAV suggests that organizations should carefully con-
sider the design and implementation of evaluation systems. While evaluations that 
identify areas for improvement and provide feedback can enhance employee perfor-
mance, there is also a risk of negative consequences such as increased stress and re-
duced motivation. It is important to strike a balance between constructive feedback 
and avoiding detrimental effects.  

Job rotation (HRP3). The negative relationship between job rotation and AAV 
suggests that organizations should be cautious when implementing job rotation initia-
tives. While job rotation can offer benefits such as skill development and increased 
job satisfaction, it can also lead to short-term fatigue and disruption. Organizations 
should provide sufficient support and training to help employees adapt to new roles 
and acquire the necessary skills to minimize any negative impacts on productivity. 

Flexibility in working hours and work methods (HRP4; HRP5). The negative rela-
tionship between flexibility in working hours and work methods with AAV indicates 
that flexibility may have inefficiencies and significant costs. However, we stress that 
these results should be interpreted considering the period in which the questionnaire 
was conducted, which may not reflect the current widespread adoption of agile work 
forms. Further analysis is needed to understand the long-term effects of flexibility on 
worker satisfaction and productivity, as other studies suggest positive relationships 
between flexibility, worker satisfaction, and productivity. 

Communication, opinion collection, and well-being initiatives (HRP6; HRP7; 
HRP8). The positive relationships between communication between workers and 
management, systematic collection of opinions on production processes, promotion of 
activities for worker well-being, and AAV suggest that these factors positively influ-
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ence worker satisfaction and productivity. Organizations should prioritize effective 
communication channels, engage workers in decision-making processes, and invest in 
initiatives that enhance worker well-being [2; 93]. These practices have been shown 
to have a positive impact on organizational performance. 

Sustainability (S1; S2; S3; S4). While activities aimed at improving safety are posi-
tively associated with AAV, investments in reducing environmental impact and im-
proving worker well-being, equal opportunities, parenting and work-family balance 
show a negative relationship. These findings echo the existing literature, which sug-
gests that organizations prioritizing safety create a conducive environment that en-
hances worker productivity and reduces costs associated with turnover [50]. On the 
other hand, investments in environmental sustainability may initially lead to lower 
profitability due to higher costs but can yield long-term benefits such as improved 
efficiency, reduced regulatory risks, and enhanced reputation [37; 56]. The negative 
relationship between improving work well-being, equal opportunities, parenting and 
work-family balance and AAV, although counterintuitive, may be attributed to re-
source allocation, more staffing (for most SMEs), and the absence of agile working 
practices during the time of the study. Further research is needed to explore these 
relationships in more depth and consider contextual factors such as the type of organi-
zations analyzed and the impact of the Covid-19 pandemic. 

Role of technology in Sustainable HRM. Although the database surveyed does not 
allow for a deep exploration of the role of digital technologies within sustainable 
HRM practices we felt it was incumbent on us to address this, even at a theoretical 
level, as it is certainly something that the next steps of the study will focus on. Alt-
hough the data examined by the study, referring to a pre-pandemic period, does not 
fully capture the digital and cultural shift that the pandemic caused, the role played by 
technologies should certainly be taken into account in the considerations we conduct-
ed as well. Indeed, workplaces are experiencing radical transformations due to digital 
technology [55; 94; 16]. The shift towards digitization has driven intense changes 
across society and industry, even as it has introduced new uncertainties and challeng-
es, such as job polarization and non-standard employment [72; 54; 58; 59; 63]. This 
digital transformation underscores the need for a sustainable approach to HRM that 
can mitigate the adverse impacts of digitalization in the workplace and contribute to 
the achievement of the United Nations’ Sustainable Development Goals [4; 47]. 
Leading in this direction Sustainable HRM could represent a valuable response since 
it aims to strike a balance between environmental integrity, social equity, and eco-
nomic prosperity, namely, the triple bottom line [25]. However, it must be taken into 
account that achieving this balance may entail managing tensions, paradoxes, and 
contradictions [43; 9; 47]. Therefore, the intersection of digital technologies, sustain-
ability, and HRM is a fertile ground for scholarly exploration. 

Finally, although the insightful results, given the exploratory nature of the study 
and given the contradictory data that emerged, we think that these results should be 
taken with caution. Indeed, the datasets used, although valuable and rich in infor-
mation, bring together a large number of companies from highly diverse industries 
and ways of working, and this must necessarily be taken into account when reading 
the results. Moreover, as the questionnaire refers to a period prior to the advent of the 
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Covid-19 pandemic, a game-changing event in Italy, the analyses and considerations 
made must be understood in light of that historical period.  These limitations can be 
addressed, as we intend to do, by more in-depth analyses, trying for instance to un-
pack the dataset by type of organisations analysed. In addition, once the new version 
of the questionnaire, which is submitted to Italian companies on a periodic basis, has 
been published, the latter could be analysed using the same lens as the present study 
in order to carry out longitudinal analyses to understand how the pandemic [22; 68] 
has affected the awareness of the issues dealt with in this study. Finally, it would also 
be interesting, by conducting sample interviews, to place these quantitative data 
alongside qualitative data that can certainly help to further colour the interesting re-
sults that have emerged. 
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