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Introduction
Small and medium-sized enterprises (SMEs) serve as a critical engine for economic growth, innovation, and employment

across developing economies, including China. In particular, manufacturing SMEs in Zhengzhou, the capital city of Henan
Province, play a vital role in regional industrial output and job creation. As Zhengzhou continues to position itself as a leading
manufacturing hub, with expanding sectors in electronics, automotive, and smart equipment, the human capital needs of its
SMEs have grown increasingly complex and demanding. However, these enterprises often face significant challenges in
attracting, motivating, and retaining a skilled workforce due to resource constraints, intense market competition, and limited
institutional support (Hengrui, 2021; Zhao & Miao, 2022).
Human Resource Management (HRM) practices have emerged as a key strategic tool to address these workforce challenges.

Effective HRM strategies—such as performance-based incentives, employee training and development, and well-being
initiatives—not only enhance individual employee outcomes but also improve organizational performance. While existing
literature has extensively explored HRM in large organizations, the unique context of SMEs, especially those operating in fast-
evolving manufacturing sectors in cities like Zhengzhou, remains relatively under-researched (Ludviga & Kalvina, 2024).
This literature review aims to synthesize existing studies on HRM practices relevant to manufacturing SMEs in Zhengzhou,

with a focus on three interconnected dimensions: employee motivation, retention, and well-being. By critically examining
these domains, the paper highlights how tailored HRM approaches can help SMEs overcome workforce-related constraints and
build sustainable competitive advantages. Additionally, the review identifies key theoretical frameworks, such as the Resource-
Based View and Human Capital Theory, that underpin the understanding of HRM effectiveness in the SME context. In doing
so, this review contributes to the growing body of knowledge on SME workforce management in China's rapidly
industrializing regions.

Literature Review
Human Resource Management Practices in the Context of Manufacturing SMEs
Human Resource Management (HRM) is increasingly recognized as a cornerstone for the sustainable development of small

and medium-sized enterprises (SMEs), especially in labor-intensive and innovation-driven sectors like manufacturing. In
Zhengzhou, where SMEs form the industrial backbone, effective HRM practices are essential for managing workforce
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challenges such as talent shortages, high turnover, and limited employee engagement (Odebiyi & Okafor, 2023). Compared
with large corporations, SMEs often operate under tighter financial and organizational constraints, making it imperative to
adopt cost-effective and targeted HRM strategies that align closely with both employee needs and business goals (Abdullahi et
al., 2024).
Key HRM practices observed in Zhengzhou’s manufacturing SMEs include performance-based incentives, training and

development programs, and well-being initiatives. These practices serve not only to manage daily operations but also to drive
long-term strategic goals such as employee retention, productivity improvement, and organizational resilience in a competitive
labor market (Mulyadi et al., 2023).

Employee Motivation: Intrinsic and Extrinsic Factors
Employee motivation is widely understood to be a primary driver of organizational success, particularly in SMEs where

each employee’s performance has a direct impact on output. The literature distinguishes between intrinsic motivation—such as
job satisfaction, self-fulfillment, and purpose—and extrinsic motivation, which includes monetary rewards, promotions, and
recognition (Fishbach & Woolley, 2022).
In Zhengzhou’s manufacturing context, performance-based incentives are commonly used to link employees’ contributions

to tangible rewards. While monetary bonuses and commissions remain effective motivators, non-monetary forms—such as
recognition, advancement opportunities, and task variety—also play crucial roles in sustaining motivation, particularly under
resource constraints (Adewale & Ademayowa, 2025). Studies have shown that when incentive systems are perceived as fair
and transparent, employees are more engaged, leading to greater job satisfaction and productivity (Pradhan & Hati, 2022;
Rubio-Andrés et al., 2022).
Leadership style and workplace culture further shape motivational outcomes. Supportive leadership that emphasizes

feedback, goal clarity, and mutual respect fosters a positive work environment where employees are more likely to be
intrinsically motivated (Iddris et al., 2025). SMEs in Zhengzhou benefit particularly from close employee-manager
relationships, which can substitute for more formal HR structures (Khatun et al., 2023).

Employee Retention Strategies in Resource-Constrained SMEs
High employee turnover is a persistent challenge for Zhengzhou’s manufacturing SMEs, which often lose skilled workers to

larger firms offering higher salaries and clearer career paths. The literature suggests that retention strategies in SMEs must
extend beyond compensation to address holistic employee needs (Khatun et al., 2023).
Competitive compensation and benefits—while sometimes limited in SMEs—remain foundational to retention (Mattarelli et

al., 2024). However, career development opportunities, including training programs, mentorship, and transparent promotion
paths, are increasingly emphasized as long-term retention tools. SMEs can leverage partnerships with vocational institutions
and local training providers to deliver upskilling programs that enhance job satisfaction and loyalty (Timsina, 2024).
Furthermore, organizational culture has a substantial influence on retention. A culture that values open communication,

collaboration, and respect can increase employees’ emotional attachment to the firm, reducing the likelihood of turnover. The
literature also supports recognition programs and employee involvement in decision-making as cost-effective means of
improving retention (Afolashade et al., 2024).

Employee Well-Being and Organizational Sustainability
Employee well-being, encompassing physical, mental, and emotional health, is increasingly viewed as a strategic HRM

component. In the manufacturing sector—characterized by physically demanding work, long hours, and production stressors—
well-being initiatives are vital for sustaining workforce morale and reducing burnout (Fitri, 2024).
Zhengzhou’s SMEs are progressively adopting well-being programs that include ergonomic workplace design, flexible

scheduling, mental health support, and wellness activities. These initiatives not only improve employee satisfaction but also
contribute to lower absenteeism and turnover. Literature also emphasizes the role of work–life balance, noting that flexible
arrangements and supportive family policies can significantly enhance employee loyalty, especially in SMEs where formal
benefits may be limited (Sowunmi, 2024).

Theoretical Foundations of HRM in SMEs
Three key theories underpin much of the existing research on HRM practices in SMEs:
 Resource-Based View (RBV): Highlights how internal resources, particularly human capital, can be leveraged for

sustainable competitive advantage. In SMEs, skilled and motivated employees are among the most valuable and
scarce resources (Aldabbas et al., 2023).

 Human Capital Theory: Emphasizes the economic value of investing in employee skills, knowledge, and capabilities.
This supports arguments for training and development even under financial constraints (Latham, 2023).

 Maslow’s Hierarchy of Needs: Provides a framework for understanding motivation by distinguishing between basic
needs (e.g., salary, job security) and higher-order needs (e.g., self-actualization, recognition), suggesting that HRM
strategies must address multiple levels of employee expectations to be effective (Jerab & Mabrouk, 2023).

Gaps in the Literature and Future Research Directions
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While the existing literature provides valuable insights into human resource management (HRM) practices in small and
medium-sized enterprises (SMEs), several notable gaps persist—particularly in the context of Zhengzhou’s manufacturing
sector. First, most studies on HRM effectiveness have predominantly focused on large corporations in developed economies,
leaving a relative scarcity of empirical research specific to SMEs operating in emerging markets like China. The distinct
challenges faced by Zhengzhou’s manufacturing SMEs—such as limited financial resources, informal HR structures, and
intense competition for skilled labor—are often underrepresented in global HRM frameworks (Liao et al., 2024; Myataza et al.,
2024).
Second, while individual HRM components such as employee motivation, retention, or well-being have been studied in

isolation, few works have holistically examined the interplay among these dimensions and their combined impact on firm
performance within SME settings. The dynamic interactions—such as how motivation strategies influence retention, or how
well-being initiatives reinforce engagement—remain insufficiently theorized or validated in real-world contexts. This lack of
integration limits the ability of SME leaders to adopt coherent and evidence-based HRM strategies (Shen & Zhou, 2024).
Third, the literature has not adequately accounted for the socio-cultural and regional factors that shape HRM implementation

in Zhengzhou. Local labor market norms, generational attitudes toward work, and regulatory environments can significantly
influence the effectiveness of incentive systems or well-being programs. Yet, many models in use are adopted wholesale from
Western contexts, with minimal adaptation to China’s unique industrial, institutional, and cultural characteristics (Waseel et al.,
2024; Xu, 2024).
Fourth, there is a methodological gap in terms of longitudinal and qualitative research. Much of the existing empirical work

relies on cross-sectional surveys or secondary data, which may fail to capture the evolving nature of HRM practices in fast-
changing environments like Zhengzhou’s manufacturing sector. Longitudinal case studies and in-depth interviews with SME
leaders and employees could offer richer insights into how HRM strategies evolve over time and under various economic
pressures (Griffen, 2024).
Future research should therefore prioritize context-specific studies that integrate multiple HRM dimensions and assess their

collective impact on employee and organizational outcomes. It is especially important to examine how SMEs in Zhengzhou
customize HRM practices in response to constraints and local conditions, and what innovative solutions they employ.
Furthermore, researchers should explore how digital tools, such as HR analytics or e-learning platforms, are being adopted by
resource-constrained firms to enhance workforce management.
By addressing these gaps, future studies can contribute to the development of more nuanced and practical HRM models that

align with the realities of manufacturing SMEs in China’s rapidly transforming industrial landscapes.

Conclusion
This literature review examined how human resource management (HRM) practices—particularly performance-

based incentives, training and development, and well-being initiatives—affect employee motivation, retention, and
overall well-being within Zhengzhou’s manufacturing SMEs. The findings suggest that even under resource
constraints, tailored HRM strategies can significantly enhance workforce stability, productivity, and organizational
performance. Moreover, factors such as leadership style and organizational culture further reinforce the
effectiveness of these practices by fostering trust, engagement, and alignment with company goals.
Despite the progress in existing research, substantial gaps remain, particularly in understanding the combined

effects of HRM practices in the localized context of Zhengzhou. Future studies should explore these
interrelationships more holistically and adapt theoretical frameworks to reflect regional socio-economic realities.
By addressing these gaps, researchers and practitioners can better support SMEs in developing integrated,
sustainable, and people-centered HRM systems that contribute to long-term competitiveness in China’s
manufacturing sector.
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