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Abstract-  

The MSME sector is considered to be the engine of growth for an economy. The estimated 

contribution of Micro, Small and Medium Enterprises (MSME) sector, including service 

segment, to the country’s GDP during 201213 was 37.54 per cent; while the total employment in 

the sector is 805.24 Lakh. The contribution of the sector to India’s total export for the year 2014-

15 was 44.70 per cent. Also the problems of poverty and inequality are deep- rooted, especially 

in developing countries like India. To address these problems, we need a system of ‘Inclusive 

Growth’.  Growth cannot be inclusive unless and until the fruits of the growth is percolated to the 

bottom of pyramid. Specifically in a developing nation like India where inequality in distribution 

of wealth and income is significantly high, sustained increase in ii. iii. A small enterprise is an 

enterprise where the investment in plant and machinery is more than Rs. 25 lakh but does not 

exceed Rs. 5 crore; and  A medium enterprise is an enterprise where the investment in plant and 

machinery is more than Rs.5 crore but does not exceed Rs.10 crore.  In case of the above 

enterprises, investment in plant and machinery is the original cost excluding land and building 

and the items specified by the Ministry of Small Scale Industries vide its notification 

No.S.O.1722 (E) dated October 5, 2006.  per capita income cannot be translated automatically to 

sustained increase in standard of living. In order to alleviate the curse of poverty, inequity, 

unemployment and underemployment, adequate employment opportunities should be created for 
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the poor mass which will facilitate them to meet their subsistence level of consumption demand. 

This paper attempts to assess the performance of MSME sector in India. 

Keywords: SME, Human Resource, Growth, Poverty, Small Scale Industries, Medium Scal 

Industries.  

Introduction: 

Small and Medium Enterprises (MSME) sector has emerged as a highly vibrant and dynamic 

sector of the Indian economy. MSMEs not only play crucial role in providing large employment 

opportunities at comparatively lower capital cost than large industries but also help in 

industrialization of rural & backward areas, thereby, reducing regional imbalances, assuring 

more equitable distribution of national income and wealth. MSMEs are complementary to large 

industries as ancillary units and this sector contributes enormously to the socio-economic 

development of the country. The Government of India has enacted the Micro, Small and Medium 

Enterprises Development (MSMED) Act, 2006 in terms of which the definition of micro, small 

and medium enterprises is as under:  a) Enterprises engaged in the manufacture or production, 

processing or preservation of goods as specified below:  

 i. A micro enterprise is an enterprise where investment in plant and machinery does not exceed 

Rs. 25 lakh;   

ii. A small enterprise is an enterprise where the investment in plant and machinery is more than 

Rs. 25 lakh but does not exceed Rs. 5 crore; and  A medium enterprise is an enterprise where the 

investment in plant and machinery is more than Rs.5 crore but does not exceed Rs.10 crore.  In 

case of the above enterprises, investment in plant and machinery is the original cost excluding 

land and building and the items specified by the Ministry of Small Scale Industries vide its 

notification No.S.O.1722 (E) dated October 5, 2006. 

Enterprises engaged in providing or rendering of services and whose investment in equipment 

(original cost excluding land and building and furniture, fittings and other items not directly 

related to the service rendered or as may be notified under the MSMED Act, 2006 are specified 

below.   

A micro enterprise is an enterprise where the investment in equipment does not exceed Rs. 10 

lakh; A small enterprise is an enterprise where the investment in equipment is more than Rs.10 

lakh but does not exceed Rs. 2 crore; and  A medium enterprise is an enterprise where the 

investment in equipment is more than Rs. 2 crore but does not exceed Rs. 5 crore.    
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As per the revised methodology suggested by Central Statistics Office (CSO), Ministry of 

Statistics and Programme Implementation (MoSPI), the estimated contribution of manufacturing 

sector Micro, Small and Medium Enterprises (MSME) to GDP, during 2012-13, was 7.04 

percent. However, taking into account the contribution of services sector MSME, which was 

estimated at 30.50 percent during 2012-13, the share of MSME sector in GDP of the country, 

during 2012-13, was 37.54 percent (Mishra, Kalraj, 2014). Based on the export data maintained 

by Director General of Commercial Intelligence & Statistics, Ministry of Commerce and the 

information available with this Ministry about MSME products having significant export, the 

share of MSME in India’s total export, for the year 2013- 14, has been estimated as 42.38%. 

(Ministry of Micro, Small and Medium Enterpsies, Government of India, 2014).  

The development of this sector came about primarily due to the vision of our late Prime Minister 

Jawaharlal Nehru who sought to develop core industry and have a supporting sector in the form 

of small scale enterprises. MSMEs sector has emerged as a dynamic and vibrant sector of the 

economy. The Indian economy is expected to grow by over 8 per cent per annum until 2020 and 

can become the second largest in the world, ahead of the United States, by 2050, and the third 

largest after China and the United States by 2032. In this context it is very important to examine 

the role of MSMEs for economic growth of India.  

Major functions of the Organization: 

i. Advising the Government in policy formulation for the promotion and development 

of MSME units  

ii. Providing techno-economic and managerial consultancy, common facilities and 

extension services to the MSME Sector;  

iii. Providing for technology upgradation, modernisation, quality improvement and 

infrastructure; 

iv. Developing Human Resources through training and skill upgradation 

v.  Providing economic information services;  

vi. Maintaining a close liaison with the Central Ministries, Planning Commission, State 

Governments, Financial Institutions and other organisations concerned with 

development of MSME Sector. 

vii. Evolving and coordinating Policies and Programmes for development of the MSME 

as ancillaries to large industries.  
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II. Literature Review : 

According to Revell and Blackburn, Compliance, competitiveness and value-driven 

ecological and social concern have been identified as motivations for pro-social and pro-

environmental behaviour in SMEs. The competitiveness argument underpins much of the UK 

government’s approach to encouraging voluntary pro-environmental engagement in small 

businesses, particularly with respect to climate change and the reduction of greenhouse gas 

emissions, (2007).  SMEs differ from larger firms in terms of their engagement with social 

and environmental issues. They rarely have codified social or environmental policies 

(Spence, 2007; Hamann et al., 2009) and seem to engage in less explicit environmental and 

social behaviour than larger firms (Lawrence et al., 2006).  Voluntarily investing in 

environmental measures or concerns is part of showing an environmentally friendly attitude 

or showing some form of sustainable entrepreneurship. For the private sector this is part of 

sustainable entrepreneurship: trying to find a balance between planet, profit and people 

(Masurel, 2007:191).  

III. Objectives of the Paper: 

The following are the objectives of the paper:  

a) To assess the performance of MSMEs in India 

 b) To assess the role of MSME in entrepreneurship development  

 

Micro, Small and Medium Enterprises (MSME) sector has emerged as a highly vibrant and 

dynamic sector of the Indian economy over the last five decades. MSMEs not only play crucial 

role in providing large employment opportunities at comparatively lower capital cost than large 

industries but also help in industrialization of rural & backward areas, thereby, reducing regional 

imbalances, assuring more equitable distribution of national income and wealth. MSMEs are 

complementary to large industries as ancillary units and this sector contributes enormously to the 

socio-economic development of the country. Recognizing the significant contribution of this 

sector in economic growth and also in employment generation in our country, Government of 

India has taken good number of initiatives to develop the sector such as erstwhile definition of 

‘Small Scale Industries’ was enlarged by increasing investment ceiling in plants & machineries 

from Rupees One crore and trading activities have taken in the ambit of MSMEs by enactment of 

Micro, Small & Medium Enterprises Development (MSMED) Act from 2nd October 2006. 
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MSME sector is the second largest employment provider in our country and it is good vehicle to 

achieve inclusive and distributed growth.  Ministry of Micro, Small & Medium Enterprises (M/o 

MSME) envision a vibrant MSME sector by promoting growth and development of the MSME 

Sector, including Khadi, Village and Coir Industries, in cooperation with concerned 

Ministries/Departments, State Governments and other Stakeholders, through providing support 

to existing enterprises and encouraging creation of new enterprises. Startup India is a flagship 

initiative of the Government of India, intended to build a strong ecosystem for nurturing 

innovation and Startups in the country that will drive sustainable economic growth and generate 

large scale employment opportunities. The Government through this initiative aims to empower 

Startups to grow through innovation and design. The Prime Minister of India, Shri Narendra 

Modi had this year in his Independence Day speech announced the “Start-up India” initiative. 

This initiative aims at fostering entrepreneurship and promoting innovation by creating an 

ecosystem that is conducive for growth of Start-ups.  

The objective is that India must become a nation of job creators instead of being a nation of job 

seekers. The Prime Minister of India will formally launch the initiative on January 16, 2016 from 

Vigyan Bhawan, New Delhi. The event will be attended by a vast number of young Indian 

entrepreneurs (over 2000) who have embarked on the journey of entrepreneurship through Start-

ups. Clusters are geographic concentrations of interconnected companies, specialized suppliers, 

service providers, and associated institutions in a particular field that are present in a nation or 

region. Clusters arise because they increase the productivity with which companies can compete.  

The development and upgrading of clusters is an important agenda for governments, companies, 

and other institutions. Cluster development initiatives are an important new direction in 

economic policy, building on earlier efforts in macroeconomic stabilization, privatization, 

market opening, and reducing the costs of doing business. Govt. of India, Ministry of MSME has 

announced the scheme for Micro and Small enterprises for enhancing their productivity and 

competitiveness as well as capacity building.  

The name of scheme is Micro and Small Enterprises- Cluster Development Programme - MSE-

CDP. This study has undertaken to ascertain various issues relating to SME finance from banks 

taking the published statistics and primary data into account, to examine the reasons why banks 

shy away from lending to the sector and what are possible remedies to enhance accessibility of 

SMEs to bank finance. 



Journal of Contemporary Issues in Business and Government,  

2019, Volume 25, Issue 1, DOI: 10.47750/cibg.2019.25.01.035 

 

 

378 

 

The Micro, Small and Medium Enterprises Development (MSMED) Act was notified in 2006 to 

address policy issues affecting MSMEs as well as the coverage and investment ceiling of the 

sector. The Act seeks to facilitate the development of these enterprises as also enhance their 

competitiveness. It provides the first-ever legal framework for recognition of the concept of 

“enterprise” which comprises both manufacturing and service entities. It defines medium 

enterprises for the first time and seeks to integrate the three tiers of these enterprises, namely, 

micro, small and medium. The Act also provides for a statutory consultative mechanism at the 

national level with balanced representation of all sections of stakeholders, particularly the three 

classes of enterprises and with a wide range of advisory functions. Establishment of specific 

funds for the promotion, development and enhancing competitiveness of these enterprises, 

notification of schemes/programmers for this purpose, progressive credit policies and practices, 

preference in Government procurements to products and services of the micro and small 

enterprises, more effective mechanisms for mitigating the problems of delayed payments to 

micro and small enterprises and assurance of a scheme for easing the closure of business by these 

enterprises, are some of the other features of the Act. Micro, small and medium enterprises as per 

MSMED Act, 2006 are defined based on their investment in plant and machinery (for 

manufacturing enterprise) and on equipment for enterprises providing or rendering services. 

Recognizing the contribution and potential of the sector, the definitions and coverage of the 

Small Scale Industry (SSI) sector were broadened significantly under the Micro, Small and 

Medium Enterprises Development (MSMED) Act, 2006 which recognized the concept of 

“enterprise” to include both manufacturing and services sector besides, defining the medium 

enterprises.  

Human Resource Management System (HRMS): 

Human Resource Management System (HRMS) has become one of most vital information 

systems in the market. The purpose of this study is to develop an effective and efficient HRM 

system for ease in HR functionality and their contribution in employee management and all 

businesses processes of the personnel functions and this is intended to enhance workforce 

planning through HRMS recruitment, training & development subsystems and succession 

planning subsystem as perceived by senior HR Managers in their management functions. It 

includes definition of various levels of hierarchy in an organization, the salary structure 
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pertaining to every element in this hierarchy, the description of every department functioning in 

the organization and the overall employee database which integrates elements in all the 

aforementioned.  

This system would allow the database administrator to have access to the entire employee 

database, in regards with viewing, edit employees’ details, add new employees, 

transfer/terminate/promote employees. Each employee in the database is assigned with a position 

which can be easily added and edited when need arises.  

Moreover employees will also be easily transferred between positions without having to retype 

back their information in the database. Most of all, the employer will have the opportunity to 

assign tasks to employees and assess their progress in order to keep track of employee 

performance.  

The Human Resource Management System is a case of  Public Service Board. According to 

(Hendrickson, 2003), HRMS is an integrated systems used to gather, store and analyze 

information regarding an organization’s human resource. It is an online System that lets you 

keep track of all your employees and information about them. Digital Campus Services was 

established with perpetual succession and a seal capable of suing and being sued in its own 

name. The system I intend to design will acquire, store, analyze, retrieve and utilize information 

to ensure that the job placement is rightfully done, with the right skills at the right time and help 

in managing employees efficiently without having to retype back their information in the 

database. 

Human Resource Management is the process of developing, applying and evaluating policies, 

procedures, methods and programs relating to the individual in the organization. Human resource 

management includes Human Resource Planning, recruiting, selection, training and 

development, compensation, performance management and employee development. Effective 

human resource practices relate to company performance by contributing to employee and 

customer satisfaction, innovation, productivity, and development of a favorable reputation of the 

firm in the industry. 



Journal of Contemporary Issues in Business and Government,  

2019, Volume 25, Issue 1, DOI: 10.47750/cibg.2019.25.01.035 

 

 

380 

 

The best way to understand Strategic Human Resources Management is by comparing it to non-

strategic Human Resources Management, or simply put, human resource management. Human 

Resource Management (HRM) focuses on recruiting and hiring the best employees and 

providing them with the compensation, benefits, training and development that they need to be 

successful within an organization. However, Strategic Human Resource Management takes this 

one step further by doing all of these things, but doing them with a specific goal in mind that 

works in conjunction with the goals of the other organizational departments. Plus, it ensures that 

all objectives are aligned with the mission, vision, values, and goals of the organization of which 

they are a part. 

Human resources management includes a variety of activities , and among them is deciding what 

staffing needs an organization has and whether to use independent contractors or hire employees 

to fill these needs , recruiting and training the best employees , ensuring they are high performers 

, dealing with performance issues and ensuring the personnel and management practices 

conforms to various regulations. Activities also include managing their approach to employee 

benefits and compensation, employee record and personnel policies. 

HRM practices have shown to be valuable to any company’s success. Thus to be successful in a 

global market place, the challenge for all businesses regardless of size is to invest in human 

resources. They need to select and retain talented employees, undertake employee training and 

development programs and dismantle traditional bureaucratic structures that limit employee’s 

ability to be innovative and creative. 

World-class organization use performance measurement systems to determine whether they are 

fulfilling their vision and meeting their customer-focused strategic goals. Leading-edge 

organizations use performance measurement to gain insight into, and make judgments about , the 

effectiveness and efficiency of their programs , processes , and people. These best-in-class 

organization decide on what indicators they will use the measure their progress in meeting 

strategic goals and objectives, gather and analyze performance data and then use those data to 

drive improvements in their organization and successfully translate strategy into action. Thus in 

today’s organizations, the use of Strategic Human Resource Management information is to help 

set agree-upon performance goals, allocate and prioritize resources, inform managers to either 
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confirm or change current policy or program directions to meet those goals , and report on the 

success in meeting those goals. 

FIG. ORGANIZATION CHART   
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         The main reason why I undertake to design this system is:- 

 To help me apply the interpersonal skills I have learnt and even to write a technical 

report. 

 To improve my programming skills and to challenge me to offer solution in the real world 

system 

 To improve service delivery and improve data management and ease in retrieval of 

information 

 To improve security of their system 

 It is a planned approach towards working in the organization. The data will be stored 

efficiently with optimal disk space consumption in data stores which will help in retrieval 

of information as well as its storage under resource constraints. 

 The level of accuracy in the proposed system will be higher. All operations would 

conform to integrity constraints and correctness and it will be ensured that whatever 

information is received at or sent from the centre is accurate. 

 The reliability of the proposed system will be high due to the above mentioned reasons. 

This comes from the fact that only the data which conforms to the accuracy clause would 

be allowed to commit back to the disk. Other properties like transaction management and 

rollback during system or power failure etc get automatically taken care of by the SQL 

systems, which is undoubtedly an excellent choice of the rear end of the dbms system. 

Properties of atomicity, consistency, isolation and data security are intrinsically 

maintained. 

 Reports generation: - Geared towards provision of a quick and efficient platform for 

retrieval of information. Among the queries allowed for use by the user, the query results 

are made available immediately, without time lapse, irrespective of the complexity of the 

query.  

 

This Paper scope defines the description of the work that is required in HRM system and will be 

limited to:- 

 Employee details: The HR will be having an electronic access to employees’ personal 

profile.  
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 Personnel management, hiring and developing employees 

 Electronic leave management: There will be complete elimination of paperwork in 

employee leave application by enabling both the employee and the HR manager to apply 

for leave and as well as check their leave status through the system. 

 Recruitment Process: The admin will add an employee and a default password and 

employee id will be generated and sent to the new employees email. The HR manager 

will then have the ability to add an employee’s information to the database. 

 Report generation: Processing of reports will increase  

Conclusion: 

In this world of growing technologies everything has been computerized. SME also play an 

important role in the Indian economy. The structure of organization play an important role in the 

growth of the organization. The systematic rules and regulations which they follow will have an 

impact on the growth of the organization. With the large number of work opportunities the 

Human workforce has increased. Thus there is a need of a system which can handle the data of 

such a large number of employees. This system is fairly simple in design and implementation. 

This presents presents a worthwhile area for research since I intend to take existing standards and 

authoritative standards for the professional practice of HRM and will apply them to a modern, 

well regarded and valued HRM system. 

 Provide open and flexible HRM system. 

 Improve paperless HRM capabilities 

 Better communication, horizontal integration and streamlined processes. 

 Automation of HRMS information i.e. Computerized payroll generation, manipulation 

and management. 

 To allow connectivity of cellular phone applications 

 To ensure reconciliation of individual goals with that of the organization. 

 Easy management of databases of various sections covering key aspects. 

 

 

 

 



Journal of Contemporary Issues in Business and Government,  

2019, Volume 25, Issue 1, DOI: 10.47750/cibg.2019.25.01.035 

 

 

384 

 

References: 

1. Audet, J and E St-Jean (2007). ‘Factors Affecting the Use of Public Support Services by 

SME Owners: Evidence from a Periphery Region of Canada’. Journal of Developmental 

Entrepreneurship, 12(2), 165–181. 2. Baldwin, E (2001).  

2. ‘An Analytic Commentary on the Greek Regularization Bill, 2000, MMO Working Paper 

No. 1’, Mediterranean Migration Observatory, Athens. 201 Global Journal of 

Management and Business Research Volume XVI Issue IX Version IYear 36 ) A  

3. Bhalotra, S (2002). ‘The Impact of Economic Liberalization on Employment and Wages 

in India’ Geneva: ILO.   

4. Burkat, M. and Ellingsen, T. (2004) ‘In-kind Finance: a Theory of Trade Credit’, 

American Economic Review, 94, 569–90  

5. Chen, MA (2006). ‘Rethinking the Informal Economy: Linkages with the Formal 

Economy and the Formal Regulatory Environment’. In Linking the Formal and Informal 

Economy: Concepts and Policy, B GuhaKhasnobis, R Kanbur and E Ostrom (eds.), 75–

94. Oxford: Oxford University Press. 

6. Gupta, A. K. Innovations for Reviving Small Scale Industries. Unpublished paper. Indian 

Institute of Ahmedabad.  National Science and Technology Entrepreneurship 

Development Board. Fuelling Entrepreneurship:  

7. The Story of Technology Business Incubation in India. www.nstedb.com/booklet.pdf  

Organisation for International Co-operation and Development (OECD) and Eurostat. 

2005.  

8. Oslo Manual: Guidelines for Collecting and Interpreting Innovation  Data, 3rd Edition. 

Paris: OECD Publishing. DOI: http://dx.doi.org/10.1787/ 9789264013100 Reserve Bank 

of India. FAQs. Micro, Small and Medium Enterprises. 

https://www.rbi.org.in/commonman/English/Scripts/FAQs.aspx?Id=966 (accessed 5 

November 2015). 

9. Council of Scientific and Industrial Research (CSIR) and National Institute  of Science, 

Technology and Development Studies. 2014. Understanding Innovation: Indian National 

Innovation Survey Report. New Delhi. http://nationalinnovationsurvey.nstmis-

dst.org/download/executive-summary.pdf 

http://nationalinnovationsurvey.nstmis-dst.org/download/executive-summary.pdf
http://nationalinnovationsurvey.nstmis-dst.org/download/executive-summary.pdf


Journal of Contemporary Issues in Business and Government,  

2019, Volume 25, Issue 1, DOI: 10.47750/cibg.2019.25.01.035 

 

 

385 

 

10. Dhar, B., and S. Saha. 2014. An Assessment of India’s Innovation Policies. Discussion 

Paper No. 189. New Delhi: Research and Information System for Developing Countries.  

Doing Business. 2015.  

11. Doing Business 2016: Measuring Regulatory Quality and Efficiency. World Bank Group. 

www.doingbusiness.org/reports/global-reports/ doing-business-2016 Export-Import Bank 

of India. 2012.  

12. Strategic Development of MSMEs: Comparison of Policy Framework and Institutional 

Support Systems in India and Select Countries. Occasional paper. Mumbai. 

13. Harper, M., De Jong, M., 1986 “Financing small enterprise” (Intermediate Technology).  

14. Lall, S., 1980 “Developing Countries as exporters of industrial technology” (Research 

Policy 9). 

15.  Louzine, A.E., 1982 “Improving Working Conditions in Small Enterprises in Developing 

Countries” (International Labour Review: Vol. 121, No. 4, July/August). 

16. Eng Hock Cia (2000). Anda juga bisa menjadi kreatif. Jakarta: Prestasi Pustakaraya.  

17. Goldsmith, R. E. (1986). Adaptation-innovation and cognitive complexity. Journal of 

Psychology, 119, 461-467.  

18. Harvard Business Review on entrepreneurship (1999). Cambridge, MA: Harvard 

Business School Press.  

19. Hisrich, R. D., & Peters, N. P. (1998). Entrepreneurship (4th ed.). Missouri: Irwin/ 

McGrawHill.  

20. Hofstede, G. (1982). Cultural pitfalls for Dutch expatriates in Indonesia. 

Deventer/Jakarta: T.G. International, Management Consultants.  

21. Joreskog, K., & Ssrbom, D. (1996). Lisrel 8: User's reference guide. Chicago: Scientific 

Software International. 

22. ICSI – Economic and Commercial Laws Study Material.  

23. Government of India: MSME Annual Report 2008-2013. 


