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ABSTRACT

Talent management is vital for the success and sustainability of startups and small and
medium-sized enterprises (SMEs) but requires innovative strategies due to resource
constraints and dynamic environments. This chapter examines tailored approaches
for these organizations to recruit, develop, and retain talent effectively. Startups
and SMEs face unique challenges such as limited budgets, smaller workforces,
and the need for flexibility, yet they can leverage their entrepreneurial culture and
agility to attract top talent. Strategies discussed include cost-effective recruitment,
fostering employee development through mentoring and online training, and pro-
moting engagement via non-monetary benefits like flexibility and equity. The chapter
highlights leadership’s pivotal role, explores scalable talent management practices,
and presents case studies to provide actionable insights for sustainable growth.

INTRODUCTION
Startups and SMEs in the Global Economy

Around the world, small and medium-sized businesses (SMEs) and startups
are changing the face of economics. They are the backbone of the global economy,
making up more than 90% of all enterprises and a major force in creating jobs,
new innovations, and overall economic development (OECD, 2019). SMEs are
particularly dominant in emerging economies where they serve as the backbone of
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industry, while startups often lead the charge in introducing disruptive technologies
and new business models. These entities are characterized by lean structures, lim-
ited resources, and a high degree of adaptability, enabling them to respond swiftly
to market dynamics. However, despite their potential, startups and SMEs often
face significant operational and strategic challenges—chief among them being the
management of talent.

The Strategic Importance of Talent Management

Talent management refers to the strategic process of attracting, developing,
retaining, and utilizing individuals whose skills and attributes align with an orga-
nization’s goals (Subrahmanyam, 2024). For startups and SMEs, the importance of
effective talent management is amplified due to their smaller teams and constrained
financial resources. Each employee plays a critical role, and poor hiring decisions
or lack of engagement can have a disproportionately large impact on business per-
formance. The informal and dynamic nature of these organizations often means that
traditional HR practices may not be fully implemented, making talent management
a more fluid and adaptive process.

What differentiates successful startups and SMEs is their ability to align human
capital strategy with business growth objectives. Rather than focusing solely on
technical skills, these organizations often prioritize cultural fit, agility, and entrepre-
neurial mindset in their hiring processes. The right talent is not just a resource—it
becomes a strategic asset that enables the organization to innovate, scale, and remain
competitive.

Innovation as a Driver of Competitive Advantage

Innovation is the cornerstone of growth and sustainability for startups and SME:s.
Startups are typically founded on the premise of introducing novel products, ser-
vices, or business models. SMEs often rely on incremental or adaptive innovation
to improve their processes, reduce costs, and enter new markets (Deschryvere et
al., 2020). Innovation cannot be separated from the people who drive it. Talent
management must be designed to cultivate a culture of creativity, experimentation,
and continuous learning.

A highly engaged and skilled workforce is instrumental in identifying opportu-
nities, solving complex problems, and executing innovative ideas. Without the right
talent, even the most promising startup ideas can fail to materialize. Aligning talent
management practices with innovation goals is not merely a strategic alignment—it
is an existential necessity for survival and growth in competitive markets.
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