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Abstract
Under conditions of the population aging, one of the most pressing and urgent problems for company
management is the retirement of most administrative staff over the next few years. At the same time, the
majority of the young working-age population brings into question the current management practices in
companies, considering the work primarily as a way of ensuring their livelihoods. There is a large proportion
of the population who believe that work should bring joy, pleasure, and be open to creative activity. It leads
to a shift in small and medium-sized companies (SME) from traditional management models to those
adapted to modern labor market requirements. It is considered that the advertising brochures and websites of
many small and medium-sized enterprises have recently mentioned a standard management style when
announcing a vacancy notice. As for the employees, the presence of joint management is considered as “the
most important property of the company”, while most managers treat the formation of this management style
with a high degree of formality and conventionality. This article investigates the problems of trade
companies in the context of the creation and implementation of labor-management policies. These challenges
are widely described and discussed in the world of scientific literature, predominantly by the example of
other industries, leading to inconsistencies in the conditions and features of its application in the trade sector.
According to an empirical approach based on expert interviews, major leadership issues were identified.
Experts stressed the fact that while struggling for skilled personnel, the companies face new challenges when
the younger generation of employees emerges in the labor market. These workers require a more
transformational approach to leadership than that one, which exists today. The reasons for this situation are
the promotion of highly qualified specialists to executive positions. Thus, these vacancies are often replaced
by those who earned it the most, being an excellent employee, but lack managerial skills.
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Introduction
Craft and trade enterprises are facing challenges that are barely addressed by management and leadership
literature. Not unlike their non-crafts counterparts they face the challenges of digital transformation and its
consequences on society (Bonfour, 2016) as well as demographic change (Bieling, Stock & Dorozalla,
2015). The war for talent (Ulrich, 2015) as it was coined mostly for the field of IT seems just as relevant for
crafts, as Hogeforster (2001) points out: There is a considerable lack of skilled employees in German trade
and craft, a development that is growing stronger in recent years.
The field of trade and craft, Hogeforster (2001) further explains, is shaped by globalization and its
consequences as well. While still typically having a more local focus, slowly companies in this field are also
attracting international customers and are starting to embrace international partnerships. Thus, leadership in
the field also has to open up to these new ideas and set new foci. Leadership approaches that are focused on
collaboration both internally and externally, the expert argues, will therefore be of even higher importance in
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the future. Also, leadership has to put a high focus on quality, Hogeforster (2001) points out ̶ especially in
the field of trade and crafts in Germany. As Germany is known for highest quality in their products, high
skilled employees are urgently needed in order to stay competitive on the international market. Finding and
retaining such staff is therefore imperative for leaders and executives in this field.
The current paper will focus on these aspects, as it aims on answering the leading research question: In
which ways can leadership contribute to helping the field of crafts and trade to successfully compete in the
war for talent?
Literature Review
Among the reactions to the mega-trends of globalization and digitalization (Marin & Verdier, 2012) are often
discussed developments on the company side like transformational leadership (Bass, 1997) or sustainable
HR management. Both these approaches try to introduce more modern and thus more adequate leadership
and management in companies. This is not only a reaction to the general search for highly skilled workers
but also to their raising and changing requirements and demands. Authors such as Klaffke (2014) point out
that for the new generation of employees, the pay alone is not enough to be a motivational factor anymore.
Rather, Klaffke (2014) identified a number of value clusters that influence young employee’s wellbeing and
motivation in the work setting: “Affiliation and Authenticity”, “Transparency and Networking”,
“Performance”, “Meaningfulness”, “Development” and “Enjoyment” (Klaffke, 2014: 64).
Transparency is also demanded by Generation Z members in other areas of professional life: Together with
the use of various networking tools, the need for clarity about goals and circumstances is also strongly
emphasized. At the same time, authors such as Rohwetter (2013) state that the focus is no longer so much on
ownership (of equipment or software, for example), but rather on the usability of the equipment at any time,
which also explains the collaborative consumption of media in this generation.
The areas of enjoyment and performance are described as equally important, which corresponds to a
departure from the fixation on the performance of earlier generations. This strong shift towards hedonism of
the generation does not mean, however, that performance or success is significantly less important to them
than previous generations, but rather that enjoyment and pleasure have also become more important.
However, performance is sometimes experienced and described differently by Generation Z than by previous
generations: For example, slow, unnoticed work, which would lead to long-term success, is no longer
experienced as desirable; instead, preference is given to models that offer very rapid feedback − also gladly
in the form of appropriate performance-related pay − on one's own performance (Klaffke and Becker, 2012).
One can speak here, among other things, of the gamification of professional life (Thoma, 2011), an effect
that has also found its way into other areas of life. Immediate feedback (whether in the form of Likes on
Facebook or in the form of rewards in various games or apps such as Runtastic) is now a central component
of youth culture. The same is expected of young people in the area of their work reality, where an annual
appraisal interview as performance feedback no longer seems sufficient to them.
In order to motivate and attract young employees, companies have to react to these changing developments
and adapt not only their leadership but also their HR management.
Examples of how modern management reacts to these requirements are given by Bhattacharya, Sen, and
Korschun (2008). On the example of modern IT companies, the authors explain the usage of transformational
management methods that try to combine the vision and goals of the company with the requirements given
by the employees. Socially responsible behavior of the company is described as an important asset in the war
for talent – it makes the company more attractive to highly skilled employees, thus playing into the
company’s employer branding and also minimizes turnover. Summarizing, authors such as Noe, Hollenbeck,
Gerhart, and Wright (2017) describe that companies who make use of such approaches in their HR
management gain a strategic advantage over other companies and will in the long-term be the succeeding ones.
At the same time, these management approaches – while apparently useful in all fields (Ferris, Russ,
Albanese & Marlocchio, 1990) – seem not to be implemented everywhere with the same success.
Brandenburg, Haas, and Byrom (2006) argue that the construction industry, not unlike many industries in the
field of crafts – is not “as diligent in implementing strategic HRM programs as other industries” (p. 89). In
general, the authors complain that in this industry barely any formal HRM programs or leadership
approaches exist, workforce planning and identification of key talents are not yet fully considered to be
important tasks of managers and leaders in this field. The results of their empirical evaluation, however,
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proves that modern HRM approaches would be beneficial also in this field in which big parts of the
workforce are less formally educated but still highly-skilled: “The construction industry has experienced a
shortage of skilled craft workers and will continue to experience the shortage unless revolutionary methods
are put in place to address the problem” (Brandenburg, Haas & Byrom, 2006: 94).
In a similar vein, Behrens (2001) describes the problematic situation of crafts in Germany – while young
employees are hard to motivate for employment in this field, the aging society provides a new challenge for
companies in this field. Unlike typical office jobs, with growing age many tasks become harder or even
impossible for employees, thus effectively limiting the staff availability even further – not only seems there
to be a lack of young employees but also the older ones cannot fully perform for as long as in other fields.
This, Behrens (2001) argues it is not only due to the physical limitations of the employees but also a result of
discouraging management – older employees in crafts are often viewed as more fragile than they feel
themselves, thus further contributing to the problem.
Research Gap and Research Question
The selection of these results opens up the research gap of this paper. While the bulk of management
literature agrees that management or leadership style strongly impacts employee’s motivation and well-being
and thus, subsequently company performance, much less is known about the challenges that hinder
sustainable and transformational leadership in small and medium enterprises in the field of crafts. These
companies, however, seem to be in dire need of workforce and talents as well as other fields, while lacking
partially the resources to attract and manage them.
The leading research question of this work, thus, is: With which leadership styles can managers in this field
react to the changing and growing challenges?
Material and Methods
An empirical study based on expert interviews was conducted to answer this research question. The survey
took the form of a guided interview. This format was chosen in compliance with the proposal of Sekaran and
Bougie (2016), who argue that for open research questions of an explorative nature, methods that allow indepth exploration such as interviews are considered to be valuable tools. The method of a guided interview
was chosen over more unstandardized forms as it still allows for in-depth answers while improving validity
and reliability and thus, making the answers easier comparable and interpretable.
The interview contained question blocks both in regards to leadership challenges in the branch and to
developments on the employees’ side. Participants were asked to present their professional views on these
topics.
Qualitative analysis of the interviews was conducted following the method proposed by Mayring (1988). The
goal of this analysis was to identify which core challenges experts see for the field and to understand how
well prepared for those the field seems to be.
In order to obtain many different points of view and thus be able to answer the research question
comprehensively, the n = 6 experts of this study were recruited from six different groups: business
executives (interview partner 1/IP1), heads of consultancies (IP2), university (IP3) and continuing education
institutions (IP4), and heads of the Chamber of Commerce (IP5) and Industry (IP6).
In order to increase the participation of the study participants, each prospective participant was personally
asked in advance of the study if they would be willing to participate in the study. The concept of a personal
address in advance was very successful, all the experts mentioned agreed. However, the experts were
guaranteed anonymity, which allowed them to address problems and challenges in the field more easily.
Furthermore, each respondent received an e-mail with the interview questions on “Leadership Styles and
Methods of Human Resource Management in SMEs” in advance. This ensured that all experts had a
common understanding of leadership and, above all, of the aspects of interest in this work.
Results of the Qualitative Study
All of the six interviewees confirmed a change – possibly a paradigm shift – in the way leadership will be
handled in the field of crafts in the upcoming years. They agreed that societal changes – especially in the
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upcoming generations (IP1, IP3) – would lead to a stronger need for the more appropriate management and
leadership approaches.
All experts agreed that one of the core problems a majority of leaders in the field are facing at the moment is
a lack of depth in their leadership with deficits in terms of social interactions and communications. IP1
summarized, that the typical approach to becoming a leader in the field of crafts is to be an outstanding
engineer or craftsman, which leads to promotion. Key qualifications a leader might need (such as empathy,
character strength and an understanding of the role itself) are typically not considered with such promotions
(IP1, IP2, IP3, IP5, IP6). However, leadership positions – all six experts agreed – would need a clear
understanding of leadership and the personal capabilities to turn this understanding into appropriate actions.
This, IP3, IP4, and IP5 stated should be addressed both inside of the companies when making decisions
about who should be promoted to leadership positions but also on a societal level, which would include
better training and education of (potential) leaders in the fields of crafts. As IP3 stated, only around one
percent of overall training time for practitioners is devoted to leadership aspects. This, IP3 further argues,
contributes to the situation, all experts see as critical: Leadership positions in the field of crafts are typically
field with persons (typically men, as IP6 stated) who excelled in their field of labour but are not necessarily
skilled or prepared for leadership activities, that would require a stronger focus on people management than
on labour skills.
Another challenge named by the experts is what IP1 described as the management sandwich. This stressful
situation (which was under different labels or without such also mentioned by IP2, IP3, and IP4) describes
the pressure on middle managers and leaders in this field from two sides. On the one hand, top management
(often the owner of the company, as IP1 explains) wants to see measurable results and success, while those
who are being managed would need further guidance. Thus, IP3 explains, it can become even for those
leaders in the field who are willing and probably capable to actually lead, nearly impossible to actually do so.
This problematic situation is further accentuated by the fact, that leaders are typically also involved still in
the job itself – only very rarely can leaders in craft take on the role of leadership alone (IP5, IP6). Rather
they typically still work on the job itself, while at the same time taking on leadership activities, which
intensified the pressure (IP1).
Companies in which this situation is especially evident, IP1, IP2, and IP5 stated, are typically characterized
by having a short-term focus on revenue and earnings. This, however, they further argue does not necessarily
stem from overly greedy managers or owners but from a very high pressure in a market, that all six experts
describe as extremely volatile and competitive. Thus, IP6 clearly states, the focus on leadership would be an
important goal for companies to focus on, but at the same time one, for which most of them clearly lack the
resources. Typical companies in the field thus experience a variety of struggles, IP2 states: they experience
high-performance pressure, low identification of the employees with the company and low promotion
chances for the employees. Here, in most cases leadership happens in a one-dimensional, that is transactional
way, whereas transformational aspects are not considered (IP1, IP2, IP5). Especially the interviewees from
the training and education (IP3 & IP4) stated to be under excessive “collective overheating”. Aggression,
emotional exhaustion and a reduction in performance are often the result, IP1 summarizes the problem from
his point of view.
Furthermore, all experts pointed out that the generational shift (as initially described by Klaffke, 2014) – is
very visible to them. Approaches that were effective in the leadership of baby boomers seem to work less or
not at all for the younger generation (IP3). While most leaders and managers of KMUs in the craft and trade
field stem from the baby boomer generation still, young employees – so the experts (IP3, IP4, IP5) – have a
hard time connecting to them. Rather members of these younger generations value participation in leadership
situations and insist on their own values – much more than the generations before them, all experts conclude
based on their own experiences with younger employees. Thus, one of the core challenges of SMEs in this
field lays in leadership communication and leadership styles, IP3 states directly. Leaders are a) usually not
chosen based on their leadership qualities but on seniority and craft skills and are b) on average far older than
big parts of the staff (IP1, IP2, IP3, IP5, IP6). Both of these aspects lead to a growing challenge for
companies in these fields, the experts point out. Especially the age gap between many employees (who tend
to be young) and the leaders is pointed out to be a practical problem, IP1 explains. He describes that in many
typical companies, there is a clear distinction between workers and leaders that can very directly be related to
their respective age: While most of the workers are in their 20s, IP1 explains, most of the leaders are in their
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50s or even 60s. This gap – that in less detail is also explained by IP2, IP3, IP4, and IP5 – influences
conflicts between the groups, who seem to lack mutual understanding for each other. Conflicts arise from
this specific situation that can, in turn, lead to lower motivation (thus impacting performance negatively) and
to higher turnover rates due to dissatisfaction with the management (IP1, IP5).
Another core challenge lays in the structure of trade and craft SMEs in general: Leaders are usually not only
active in their position as leaders but are also actively working on other projects and are often involved in a
multitude of different assignments and tasks (IP5, IP6). This was described by many of the experts as the
leadership sandwich (IP1): Leaders often lack the time, energy and resources to actively focus on their
leadership. Rather they are forced to fulfill other roles at the same time, often even with conflicting goals.
While – so the experts agreed – many of the leaders in this field would be happy to focus more strongly on
leadership and people development they simply lack the resources to do so. Especially in companies that deal
with tight deadlines and short-sighted development goals – partially due to the competitive market situation
that puts a stronger pressure on fast and cheap fulfillment of projects – leaders can only devote a small
fraction of their time and resources on actual leadership. Rather they are forced into an urgency-importance
tradeoff (IP5, IP6) see Lowy & Hood, 2011). While an important long-term goal such as new leadership
approaches and a stronger focus on the values and goals of the employees are considered, the time pressure
forces leaders into focusing on urgent matters instead.
Discussion
The initial research question of this paper is: With which leadership styles can managers in this field react to
the changing and growing challenges? The findings from the empirical study show, that in order to focus on
the choice of leadership styles, a variety of initial hurdles have to be overcome. The generational gap
between leaders and workers is one of those, along with a lack of leadership qualities, capabilities and
personalities often found in this field. While throughout the interviews, proposals for more transformational
leadership approaches were found, it still becomes clear from the findings, that in order to focus on the
implementation of transformational leadership, a more conscious approach to leadership has to be taken first.
The results found in this empirical, exploratory study go in strong alignment with many findings from the
literature. Especially what the experts agreed on about the values and goals of the younger generation of
(potential) employees, goes along with the findings from Klaffke (2014). Payment alone is not enough as a
motivator for young employees, rather they want to be heard and considered. Transformational leadership –
as initially proposed by Bass (1997) – was one of the earliest developments to take this into consideration –
long before the so-called generation Y or Z were pushing into the employment market. Transformational
leadership can be considered to be a reaction to these developments, as it – unlike transactional leadership –
is not only based on a reward system that values good performance by offering (monetary) rewards but on an
on-going and positive relationship between leaders and employees. A core challenge of transformational
leadership, thus, is communication and the building of a positive relationship between them and their
employees. While this approach is shown to be a successful one (Dumdum, Lowe & Avolio, 2013) it also
puts a strong emphasis on the leaders’ personalities: Transformational leaders should be characterized by
charisma (Jiang, 2018), integrity (Simons, 1999) and experience (Echevarria, Patterson & Krouse, 2017).
These characterizations, coincidentally, are the factors that many real-world leaders in small enterprises in
the fields of craft and trade are lacking, the experts of the empirical study pointed out. As they are often not
chosen based on their leadership or communication skills but rather on their qualities and skills in their actual
field, this can be problematic. This also goes in alignment with the challenge of small and/or young
companies that is described by the work of Rauch and Frese (2007). The authors point out that designated
roles are often not yet a possibility for companies smaller than a certain threshold. Thus, single persons often
have to take on multiple roles at the same time, which can lead to both conflicts and faster burn-out due to
overwhelming requirements.
In this vein also the work on vocational interests has to be noted (Holland, 1997). The impactful RIASEC
model proposed by Holland describes six categories of vocational interests – realistic, investigative, artistic,
social, enterprising and conventional. People in the field of crafts are typically characterized by a strong
realistic vocational interest, which described an interest in working with one’s hands, with different materials
and technological solutions. People with this dominating interest type are typically less interested in
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entrepreneurial or enterprising activities such as management or leadership, as the graphical representation of
the model (see Figure 1) makes clear.

Figure 1. RIASEC model of vocational interests
Source: Tarnai & Hartmann (2015: 16)

The closer two interest types are on the hexagonal model, the more related they are and the more likely they
are according to Tarnai and Hartmann (2015) to be strongly developed in the same person. This implies that
those strong in the field of crafts and trade might not even be very interested in leadership and management
activities.
According to a meta-analysis of Van Iddekinge, Roth, Putka and Lanivich (2011) or the more recent work of
Neubauer (2018) vocational interests or rather the match between one’s vocational interest and the
requirements of the job, predict performance outcomes. Concludingly Neubauer (2018) states, the more
interested someone is, in what he does, the more successful he on average should be in this. This is a possible
explanation for the results found throughout this work: Leaders in the field of craft and trade might be less
interested in developing leadership approaches and would rather focus on the technical side of their work.
This goes in alignment with the proposal of Hogeforster (2001) that horizontal career pathways in trades
should exist – not every career change needs to be a promotion towards a managerial position, but rather
different career steps in the trade positions itself should exist to allow for perspectives. This should – as the
expert interviews showed – allow for motivation while avoiding pushing good workers into leadership
positions they might neither want nor succeed in.
Conclusions
Concludingly this work was able to show that the craft and trade sector faces a multitude of challenges that
other branches are facing as well – although often neglected by scientific research. The challenges even seem
accentuated in this field, as the empirical analyses show: While the war for talent and the consequences of
digital transformation and changing values in the younger generation impact SMEs in this field as much as in
others, this field at the same time is often characterized by a lack of resources that can be devoted to
management and leadership. Thus, leadership, people development, and similar long-term goals are often
only handled as side-notes instead of as a priority, which is most strongly explained by a focus on urgent
matters instead of important ones. At the same time, leadership positions are often filled as a result of
promotions of good and skilled workers, who might lack the leadership qualities and education. This
problem only grows with the influx of employees of the younger generation who demand a more
transformational leadership approach.
Classical leadership approaches that were considered to be adequate for the previous generation thus seem to
fall out of favour with the younger generation. At the same time, it seems to stay unclear how to develop
leadership in the field of crafts, as one of the core problems within this field is the approach to leadership
itself. Leaders in this field are often not chosen based on their leadership qualities or even aspirations but
rather on their skills and qualifications in the crafts itself. Therefore, they often seem to lack both the interest
and the know-how in order to fully commit to the leadership position, which would be an urgent requirement
for leading this field to a more transformational direction in terms of leadership.
One of the core suggestions for practitioners in the field derived from the empirical study of the current
paper therefore is, to focus on filling leadership positions in this field in a similar way as it is done in other
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fields and to put stronger focus on leadership training. As one of the experts interviewed for the study states,
at the moment only a very small portion of training time is spent on leadership and managerial tasks. This
might be one of the changes that need to be implemented in order to achieve higher leadership success and
therefore actively work on succeeding in the war for talent.
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