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Abstract - Micro, small and medium enterprises (MSME) are
considered as backbone of economic growth in majority countries
as it contributes 80 percent of global economic growth. 90
percent of enterprises in most economies constitute of MSMEs
which are highest employment generator even at low capital cost.
Despite the importance MSME keeps, HR practices are till
considered to be emergent rather than fully developed because
relatively little focus has actually been placed on HR practicesin
MSME context. Some amount of positive result has been found
between formal or sophisticated HR practices and improved
organisational performance even in MSMEs. It signifies of
having human resource management practices as a potential for
competitive advantage. This literature review tries to connect
MSME and human resource practice and eventually the
competitive advantage gained by the connection. The effort is to
bring out new research areas for exploration in this domain to
eventually benefit the MSMEs.
Keywords: MSME, competitive advantage, human resource

practice, resource-based view

l. INTRODUCTION

Employee commitment, flexibility, and quality of vkolife

as well as meeting broader business goals like gthgn
organisation values, productivity and delivery neadbm.
Nowadays, irrespective of small or large organisatias
technology and capital has become commodity in the
market, the only thing left really to distinguishinis are
skills in managing human resource. And that is dctvan
organisation can gain competitive advantage (Rei€80).
This conceptual paper tries to derive from existitegature
the broad HRM practices present in MSMEs. It will
elucidate the various aspects of those practicdsndmether
those acts towards competitive advantage or nois &h
done with intent to indicate the competitive adeget HRM
practices can provide to an MSME that will be diffit to
replace (Guthrie, 2001). A literature review of asegie
fields of MSME, HRM and competitive advantage iseo
with the intent of indicating towards the link angsh them.
This is done to give a more holistic view about Higden
potential and benefits this amalgamation can bdog for
future research and practice purpose.

The highest employment generator and substantiphe gpiective of this paper is to connect MSME anchan

contributor towards Gross Domestic Product for eoyntry

resource practice and eventually the competitiveaathge

is the micro, small and medium enterprises (MSME}yained by the connection. The effort is to bring aaw

Though, these enterprises are at several disadyemti
comparison to large firms, literature states thaman

resource is one of their major competitive advaesag
(Noteboom, 1993). Competitive advantage has a tdirec 0

positive effect on financial benefit. Macmillan &%
described the concept of strategic initiative as dbility of
an organisation or a strategic business unit teucaontrol
of strategic behaviour in the industries in whithdmpetes.
In such circumstance, if any organisation can loagtive to
catch the initiative, competitors will be obliged teact.
Based on the proactive approach, if the organisatian
gain strategic advantage, it can control its owstidg, stay
ahead of competitors for long and can create aenfohn
itself. A firm's competitive edge is usually dervérom
characteristics of the products or services, as aslhow

they are marketed and delivered. These "advantages"

research areas for exploration in this domain tenaally
benefit the MSMEs.

Defining Micro, Small and Medium
Enterprises (MSME)

Definitions used for MSMEs vary widely. Some aused
for statistical purpose which can vary from peg or
policy purpose or it can vary industry imdustry. The
most common criteria is the number employed, but
capitalisation, assets, sales or turnover and tomu
capacity are also wused by various economies. nWhe
MSME need to have a standard definition across all
economies, then number employed are taken careebye
macro, small and medium enterprise are demarcated,
wherein MSME is defined as employing less than 100

dependent, in one way or another, on certain humaeople. Here firms employing 20 to 99 people arelioma,

resource capabilities. If it expects to achieve amaintain
superiority in the marketplace, the firm shouldkseeattain
comparative superiority in these particular capids
(Gould, 1984). Management may be pursuing wellreefi
objectives and appropriate strategies, but maydosend to
the competitor who devotes more attention to gginin
competitive edge with its human resources.

five to 19 are small and less than five people eygd are
macro firms. In India, definition of MSME is stated in
Micro, Small and Medium Enterprise Act (2006). H i
considered as the official definition. The MSME'sea
broadly divided into manufacturing and service sect
According to the definition, the maximum limit of

HumaAvestment for manufacturing sector is on plant and

Resource Management (HRM) is best considered agerarimachineries. For micro, smaII. and medium it is &khl five
of policies which have strategic significance fonya crore and 10 crore respectively in Indian currenEpr

organisation. HRM is typically used to facilitateéegration,
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Competitive Advantage Through HRM Practicesin MSMEs

According to the Ministry of Micro, Small and Mediu 3. 1 Human Resource Management and Competitive
Industry’s official website in India, it has beeoted that Advantage

they constitute over 90% of total enterprise in MOgHiscyssion of HRM as a source of sustained conipetit
economies. They also generate the highest rateasfoenic advantage in MSME’s, though is practically useful,

growth. In India, this sector employs 5.97 Cromspns ineoretically deficient. And for that it becomesestial to

resource practices prevalent in this sector. al,., 1994). Human resources become valuable when both
o the demand and supply of labour is heterogeneoesabd
HI. Competitive Advantage for labour is heterogeneous when firms have diffejebs

The concept of gaining competitive advantage tmdiis and which require different skills. Supply of labois
about wishing to engage in strategic activities thauld be heterogeneous when individuals differ in both ypees and
difficult for competitors to copy or imitate quigk(Porter, IeveI. of their skills. In this respect, the utilityalues
1980). A competitive advantage also exists wherirm f Provided by human resource can be calculated by the
offers a product or service that is perceived bstamers to formula provided by Schmidt, .at (1979). This formula
be superior to those of competitors, thereby pramgdiirm provides a means of estimating the financial vaibat
profitability. Though the importance of competitiveluman resources contribute to the firm.

advantage is undeniable, entrepreneurs are oftevired Utility = [(N) () (r) (2) (SDy)] - C

that they cannot achieve this edge in marketplammise Where, N refers to the number of hires, denotes the
they are MSMESs. This is erroneous since both biysanall average tenure of th_e hires,is the correllatlon between a
firms face competition. Any MSME must evolve ovime¢ ~Selection test and job performancg, is the average
to maintain its competitive advantage and survive. standardised score of those hired on the prediiyis the
No competitive advantage is going to last foreved #or _standard dewauop of job pgrformance in dollaesl andC
that it is important to have sustained competitideantage. IS the cost of the job selection system.. .
Sustainable competitive advantage is an establisigide 1he extent when jobs are prepared in such a wajchwh
creating industry position which is likely to endupver reduire skills which allow for variation in indivichl
time. Sustainable competitive advantage can only [g@ntributions, these skills should be normally ritsited in
achieved when an entrepreneur continuously assekses the population. At this point job relevant skilleano longer

firm's external environment and upgrade organisatio & commodity, and should be normally distributedtte
capabilities. population (Campion, 1988). When such conditiorses;j

) quality human resources become rare. Human resource
Resour ce Based View become inimitable if there is unique historical diions,
Author Definition causal ambiguity and social complexity. If the fiigsrhaving
a unique historical condition of time and spacenthe

Wernerfelt, | ‘Anything which could be thought of asla becomes inimitable for others (Barney, 1991). Whiea

1984 strength or weakness of a given firm link between a firm's resource and competitive adage is
...whose tangible assets are tied semi | Not properly u_nderstood by competitors it givese r®
permanently to the firm’ causal ambiguity. Then the resources become irteita

Barney, all assets, capabilities, organisational Finally social complexity refers to the fact thaamy social

phenomena are so complex as to make it impossible t
knowledge, etc., controlled by a firm to| Mmanage them systematically. A_competiti_ve ad_van_thge
conceive of and implement strategies thaf"S€S from_ the social complexity of a firm’s irgetions
improve its efficiency and effectiveness cannot be imitated. Human resources are one offahe
resources of a firm which has the potential to Inetome

obsolete or transferable across a variety of telcigies,
products and markets.

herefore, resources which get leverage with rdspec

uman resource is ‘in’ for a short time and carbetrare,
inimitable, valuable or non-substitutable for gami
competitive advantage. Finally, it is human reseundich
brings in competitive advantage in long term (Rfeff
1994).
As depicted in figure 1, every firm has a poolhafman
capital. This human capital is discovered and agdi by
managers. But when the behaviour of this humantalaisi
brought in line with the firm's goal then it brings
sustained competitive advantage (Wrigdhtal, 1994).

1991 processes, firm attributes, information,

Resources of a firm can be categorised in threts,paz.
physical capital, human capital and organisatiarsgdital.
Firm's geographic location, technology, plants an
equipments etc., are considered as physical capithile
firm’s structure, planning, controlling, coordinagi systems
etc., are organisational capital. Human capitals #re
experience, judgment, intelligence, knowledge etfaf,
individual employees (Wrightt al,, 1994). For MSME,
competitive advantage is based on three basic dgigab
like innovation capabilities, production capabilities and
market management capabilities. The extent to which a
company possesses each of these capabilities deparits
specific strategic focus, which moulds its delitberar
emergent strategies. These basic capabilitiesoameded, in
turn, on a firm's endowment of critical resourcesomgst
which human resource is one.

According to Noteboom (1993), small firms have more
behavioural advantage. They lead in entreprenedriak
and risk taking, motivation and perseverance, rabeid
labour due to lack of bureaucracy and specialimatio
litheness, proximity of management to customers and
propinquity of management to the shop floor.

2 Sourcehttp://msme.gov.in/msme.aboutus.hiRetrieved on 30 June,
2012.
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Human resource in MSME is determined by the typgrof
or entrepreneur. The competitive advantage of tiS&VIH,
in turn, is determined by the HRM of the firm. Rigu2
suggests some kind of connection between
competitive advantage and HRM. Competitive advaaiay
the company can be enhanced through the work ffrtiee
firm. Higher the level of staffing and benefits wmrkers
higher the competitive advantage. Good relatiorntsvden
employees, skills of employees and
contribute to the competitive advantage of a fifrer{igoj,
e, al, 1997).

A firm's competitive edge
characteristics of the products or services, as aslhow
they are marketed and delivered. These "advantages"
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administration, particularly efficient and effeciwutilisation
of resources to achieve organisational objectivief
practice, hence, become a key challenge as itesobrihe

firmkey resource. Majority of research shows concemrs f

owner-managers’ managerial practices and their anpa
firm operations. But, few studies in this sectorawdr
attention to traditional management practices iticig
HRM and stress for a solid framework to manage firm

innovativenesgsources especially human resource which is cereidas

key resource. According to Brand and Bax (2002) ynan
small firms encounter serious human resource pnakle
while at the same time; human resources play &ndgta in

is usually derived fromdeveloping and sustaining their competitive advgesga

They have also concluded that the available knogdean
HRM in small firms is highly descriptive and fragnted.

dependent, in one way or another, on certain humdre question here is why small firms encounter dacti of

resource capabilities. If it expects to achieve amintain
superiority in the marketplace, the firm shouldkseeattain
comparative superiority in these particular captds
(Gould, 1984). Management may be pursuing wellreefi
objectives and appropriate strategies, but maydosend to
the competitor who devotes more attention to gainin
competitive edge with its human resources.

Therefore, knowing HRM practices in detail beconzes
necessity to get an upper hand while actually priact
them. The succeeding segment gives detail abouti R
practices with respect to MSMEs.

V. Human Resour ce M anagement

serious problem. Larsen (2000) explained this phermn
from Danish company perspective as ‘we still latle t
conceptual framework and methods applicable for the
majority type of companies — small and medium-sized
companies’. These factors badly impact performaate
small business and make it very difficult to adds@nable
and required value from this vast sector in ecowomi
development of any country. It seems unfeasiblmamage
small business and especially its key resource with
traditional management practices at a time whemiggi
competitive advantage is not the foremost for owner
managers but real struggle is to sustain it oueng time.

4.2 Human Resour ce Management Practicesin MSM Es

In layman’s point of view, the most common humansMEs nowadays face the double challenge of resourc
resource (HR) practices are recruitment and selecti constraint on one hand and the requirement of highly

training and development,

performance managememfained employees on the other. External unceytaitite

compensation and employee relations. But to eltejdatypical characteristic of MSMESs, adds up to the svéill
there is lot more embedded in these broader pescticand Stewart, 1999). This cumulates the need farctife
Nutshell views of the common practices are disalisS§4R practices in small firms (de Kok and Uhlaner02p
below. Selecting a right candidate is no easy jolsmall firms are also considered as less specialisetlarge
Heterogeneous workforce has emerged due to changesirms ( Bacon,et, al, 1996) and HR practices are still

labour market and demographic trends. It createdrance
in making fair decisions. And linking selection dgon with
organisational strategy is also to be taken carStufrey &
Wright, 2001). The meaning of training, generatiymains
esoteric to trainees. On a greater aspect, itrigraeto new
thrusts for ensuring high employment

considered to be emergent rather than fully dewslop
because relatively little focus has actually beéated on
HR practices in MSME context.

In contrary, another study found MSMEs having

and  higiophistication as similar as their larger countespa

organisational performance (Lynton & Pareek, 2000)peshpande and Golhar, 1994). An important poinhdte

Individuals, irrespective of levels should be atoleéhink out

here is that some amount of positive result has lieend

of the box. This amounts to the need for trainingl & petween formal or sophisticated HR practices angraved

development of existing and new workforce and dngaa
learning culture amongst the organisation. Managemné
performance of individual's as well as organisatias a
whole vyields better results. In other words, it about
managing the context of work system as well asviddal

performance (Armstrong, 2010). For an organisatiorget
and retain skilled, competent, well motivated aathmitted
employee, they have to be rewarded both financiafiy

non- financially. And, finally, performing all thegpractices
by remaining within the boundary of rules and ragjohs
set to maintain healthy employee relations.

41 HRM and MSMEs

Research suggests that smaller
generally have key challenges with HRM becausesthall
size of the firm often does not warrant hiring axfionals
exclusively dedicated to HRM activities (Kuratkat, &,
2001; Hornsby and Kuratko 1990; Wager 1998; Badai.e

entrepreneurial s fir

organisational performance even in small firmssigfnifies

of having developed human resource as a potential f
competitive advantage (de Kok and Uhlaner, 2001).
Unfortunately, the same study also pointed out #deence
of formal HR practices is not for size per se hart Higher
cost factor. As small firms are heterogeneous aad/ v
widely in the types of HR practices used, highestagould
incur as customised programs would be necessarljgdje
etal. (1997) reported that MSME can improve their
innovativeness and export orientation through aetite
implementation of HR efforts. Figure 3 indicateg ttame
with the final outcome. The following sub-sectiahsals in
I”(rj]etail about the practices of HRM in MSME.

4.2.1 Recruitment and Selection

3 Constraints are for various factors including labdiere , emphasis is
laid on labour supply as a resource constraint.

1996). MSME sector face many challenges in business
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Selecting a candidate for MSME can be done in adiage
process wherein two set of competencies would bkeld
into. One set would ensure that employee fit whi ¢urrent
situation. Another set would check the adaptabitifythe
candidate for future requirements. Labour

market dWISMEs

The smaller the company, the more strongly it isceived
that it's organisational recruitment as the outcoofea
‘social process’ which is in large parts supported
undertaken by the employees. Recruitment practioes
usually follow a rather ‘informal’ and

MSMEs can be demarcated into two parts. First, thparticularistic’ pattern. It is often characteriseby an

demarcation is between external and internal lalncanket.
Secondly, it is between local and national labowrket.
The supply of manpower will hugely be influenced thg
local market. Like presence of personal forms
relationship while recruitment
enriched employee relation (Mahoney and Deckto|8619
The various working patterns found
contracting out, part-time workers, job sharing &rtitime,
which is still the most overriding form. The varfomethods
used for recruitment are local advertisements, qoels
recommendations, recruitment agencies, applicafiom,
psychometric tests, personality assessment (Virt888)
(refer Table 1). But, personnel reference servide
professional associations like recruitment constdtaand
educational institutes are underused as a modarafidate
source. These could be inexpensive also. Anothadyst
indicates that recruitment primarily involves udesources
that were directly controllable, convenient andxpensive
like direct and past applications, referrals anavspaper
advertisements. Candidates were selected accotdirtige
training received, experience and educational fjcation.
Reference check was also emphasised. It was saefoth
offers were mostly verbal. This results in feweplagations
and decreased likelihood of accepting the job effeBut it

intensive utilisation of employee’s social networksd a
stronger personality and relationship oriented ciele
process (Behrends, 2007). As a consequence, irt aflo

a$maller companies the hiring of new employees cdidd
becomes perilous foregarded as a comparatively ‘social process’.

in MSMEs aréAnother aspect of recruitment is the attraction setdntion

and their clear link to the ability to offer a coetipive
benefits package (Agarwal, 2009).
disadvantage in their ability to offer competitipackages
and, in turn, attract and retain employees. MSMEseh
more difficulty in retaining employees also becatkszgy are

anore likely to have lower levels of employer legiticy

than larger firms (Agarwal, 2009). In other worti$SMEs
are less likely to be perceived as desirable, prope
appropriate employers. Apart from financial crurbbre is
limited scope for career development and advancetinen
MSMEs (Agarwal, 2009; Kumar et. al., 2009).

4.2.2 Training and Development

A study done by Koch and McGrath (1996) finds dwtt
company size is directly related to HR sophistmatand
formal training (de Kok and Uhlaner, 2001). Sto(&994)
also reiterates the same in a different tone byngathat

was seen that retention rate was higher when writtdnanagers and employees are less likely to get forma

documentation was done, HR managers got involved
evaluating job applicants. Also when hiring borsisk pay,

paid holidays and promotion possibilities were pras
(Henemanet.al, 1999).

MSMEs, especially those in specialist areas, faceitial
problem of skill shortage. Surveys indicate the sdhat 25
percent of small businesses view the lack of qedlif
workers as a threat to not only to their expangtams but
also for their survival (Mazzrol, 2003). A more et view
gives another side of this dimension. It is saiat ttmaller
companies refrain from systematised approach
recruitment. They rarely use any long term plannafg
manpower requirements, job profiles etc. (Behre29y7).
With increase in size of an organisation, complexit an
organisation structure and processes increasdndgnwith
this assumption it can be said that lower degree
complexity will also be reflected in the way MSMErdle
their functional HR task like recruitment, which ynhave
lesser degree of institutionalised and regulatditips. An
organisation’s potential to guide and coordinatepleyee
behaviours in line with its goals and strategie®ugh the

training in small firm (de Kok and Uhlaner, 2008mall
companies consider any training more than the inimted
job requirement is a luxury and can only be prodicdhen
there is large profit making for the firm. Many ME&s
does not have provision for training. Even if itcacs, it is
only reactive, informal and short term, exclusivdiyected
at the solution of immediate work-related problerather
than the development of people (Hill and Stewa®99).
Potential will be more effectively achieved if dkiland

competencies are developed by MSMEs (Johnston, et.al

2003) and this requires participation by MSMEs in

f@ppropriate training. Evidence suggests that ensglsyof

MSMEs are less likely to take part in training thinose
working in large organisations (Johnston et.al,®00here
is an increasing provision of training, as busingsssbigger
in size, and this is true for the off-the-job amatthe-job
HRining. The challenge for training providersasdesign an
offering, which encourages MSME participation witha
context of various relevant influencing factors.eTactual
problem , however, is that many entrepreneurs etetant
to acknowledge the need for such training and dtemde
preoccupied with the more day-to-day concerns ahing

management of other HR-related functions is alread$i€ir business. The different barriers identifiee day-to-

essentially bordered by its approach towards r8ogui
(Behrends, 2007). Again, according to the ‘Equémak
Model’ wherein it is considered that some HR fuoiet are
indispensable for both large and small organisatiom
survive in the long term, an adequate exploratibrthe

recruiting practices in MSMEs should take its startpoint
to identifying size-dependent action- requiremehts will

generally exert influence on the way organisaticopse with
their elementary HR —functions (Behrends, 2007).

18

ay needs taking priority, a risk the employees maye on
taking the value of any training investment, cdatk of
awareness of training available and training orggtion
(Johnston et.al., 2003) alongwith other points lke level
of bureaucracy involved, the lack of available emgpk
time and lack of management experience (Johnstah,et
2003). It is found that managing directors moreyjfiently
had responsibility for training in smaller firmstt@ugh
smaller firms were significantly less likely to latraining
budget. The perceived impact of training on orgatiosal
performance has never been analyzed. When traiilhbe
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equated with business performance, it would autimait
gain importance (Hill and Stewart, 1999). But tivstfand
foremost steps of training need identification wenere
prevalent in smallest organisation in response &oketing
requirements within the firm (Johnston et.al. 20085 also

I SSN: 2394-0913, Volume-1 Issue-7, April 2015

establish the pay levels according to the valuthefjob to
the organisation, and abilities or skills of thevgerson. In
contrast to larger organisation, previous pay kver
previous incumbents are considered unimportant $V¥s.
But, this pay levels act as an important factoatimacting

apparent that MSMEs prefer informal training, whichcandidates (Henemast al,, 1999). Several instances show
dominates MSME learning through feedback, expedengrade and band pay within jobs in place. The baystem

and social interaction between individuals and oiggtions
(Johnston et.al. 2003).

Training need is to be focused, addressing neesidifid
as important by local MSMEs, flexible using deliyer
mechanism to offer access to training to suit itlial
circumstances, and MSME- friendly with staff traigi
patterns to meet business needs.

The rationale for training intervention is twofoldn the one
hand it is based on the premise that improving skiéls,
attitudes and aspirations of those in work wilegiate their
propensity to become excluded from the labour ntaike
they should be subject to redundancy or job logs.tl@
other hand it also has the potential to contrilbateconomic

is team based and linked to specific targets (Viint998).
The benefits paid to the employees are relativelyer
(Agarwal, 2009Hornsby and Kuratko, 1990). MSMEs tend
to view compensation from the total reward perdpect
That is, compensation should encompass monetargrdsw
accompanied by psychological rewards, learning
opportunities and recognition also (Henematnal. 2000).
The starting pay previously was kept equivalenthvitie
current employees and others newly recruited. Tezial
system then, was merit pay, and the dominant ksnefi
offered were paid time off like vacation holidaiess and
health care insurance (Henemaat, al,, 1999). Another
study reveals that MSMEs in their start up and ghophase

growth through the development of a more skilledend to emphasise more on incentive schemes, bytdb

workforce able to compete more effectively in abgib
environment.

In seeking to design interventions to increase eatitrd
training, interventions need to go beyond the timgeof

not consider group or individual incentives as imt@ot

(Desphande and Golhar, 1994). An increase in tigeafis
pay for performance has also been a marked studyg tg

Duberly and Walley (1995).

managers alone and engage members of the Widf54Perf0rmanceMana ement

workforce. Another way in which value might be adds e 9_ _ _

through employees that had received training pgssinthe The need for companies to align their performance
skills that they had learned to other workers. Ehosneasurement systems with their strategic goals ed w

organisations that involve both managers and werlkee
less likely to have increased the level of trainiingn others.
This might be explained by the need for organisatithat
have undertaken relatively widespread trainingvégtito
consolidate their activity before undertaking ferthraining
or it may be that they undertake a significant antoof
training activity anyway. Research investigatihg tfinks
between managerial practices and skills formatimticates
a clear connection between the use of HR practoeh as
planning and appraisal systems and increases in
formation of skills (Devins and Johnson, 2002).

There has been a recognition over a number of yibarts
there is a need for more targeted, flexible sohgim terms
of local delivery, duration and timelines to encge both
businesses and their employees to undertake tgaautivity
(Devins and Johnson, 2002). Training interventicne
reported to have met the needs of MSMEs to at lease
extent in the majority of instances.

The utilitarian aspect of training and developmenit
employees improve customer services of MSMEs. Tirgin
provides a mix of on-the-job and formal trainingiil@ing
team relationship and new ways of working (Ongariag,
2008). Training to employees, in addition, leadshigh-

performance in MSMEs. This means that employeesldho

be equipped with necessary skills to enable tharosgtion
to achieve its goal. Knowledge and intellectualiedpare
becoming increasingly important in MSMEs in this ef
competitive global markets (Ongori et. al., 200&.
tendency to buy in skills when required rather thaming
is also recently seen (Duberly and Walley, 1995).

4.2.3 Compensation

The approach towards compensation practice is cahfea
to that in larger organisations. It
unsophisticated, and displays diverse responséends in
the labour market. Most popularly organisations seen to

19

is certainly t no

documented in the literature (Kaplan, 19&3cles, 1991;
Gregory, 1993). Small- and medium-sized enterprises
(MSMESs) exhibit distinct characteristics that diffatiate
them from the majority of their larger counterparts
Therefore, there is a need to establish the retevaof
existing Performance Management (PM) approaches for
MSMESs, which can be strategically oriented, andlemtify

an appropriate process for the design and implemtientof
strategic PM systems (Manville, 200Hudson et. al., 2001).
tharrent  literature suggests that MSMEs may be
differentiated from larger companies by a numberkey
characteristics. These are generally described yAsddal.,
1994) as:

Personalised management, with little
devolution of authority;

Severe resource limitations in terms of
management and manpower, as well as
finance;

Reliance on a small number of customers,
and operating in limited markets;

Flat, flexible structures;

High innovatory potential;

Reactive, fire-fighting mentality;

Informal, dynamic strategies.

The significant differences in the structure andqsophy

of MSMEs indicate a need to assess the relevantted®M
development process. The general characteristitdSMESs
suggest that an effective process for PM developrsen
imperative for the competitiveness of the smallemf
However, little empirical evidence currently existdich
describes current PM practice in MSMESs or whichleates
the appropriateness of current processes.

Although there was widespread acceptance of thaevaef
PM evident among the managers of the MSMEs stuloyed
Hudsonet al., (2001), none had taken steps to redesign or
update their current PM systems. This suggestdlired are
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substantial barriers to PM system development inVS.  This may result into disturbed employee relatiohsat
This concurs with the limited resources and the emottaken care from the initial stages. Most MSME’s oot
dynamic, emergent, strategy styles found in MSMH®ese have any strategic planning to gain a sustainedpetitive
issues are acutely problematic because developitMa advantage. They only work for ‘today’. Also, vidityi of
system is necessarily long term and it explicidguires the the success achieved through people is not cldas. view
resulting measures to be strategically focusedthdse point can become a serious drawback for their &utur
barriers are endemic in MSMESs, then the requiremfarta  existence itself.

PM development process for MSMEs are clear: it ningst
very resource effective and produce notable slewrh,tas
well as long term benefits, to help maintain thermeatum
and enthusiasm of the development team. In addition
must be dynamic and flexible enough to accommotiate
strategic changes which are a feature of emergexiegies.
In practical terms, this means that the processildhbe
iterative, as an important feature would be theulssg
surfacing of current strategy, in order to maintdhe
strategic relevance of the performance measureds@iet
al,., 2001).

The process of performance appraisal is more peavanh

VI.

It is likely that there will be a growing recogwoiti that
people do make a difference. Thus, this relativehger-
utilised resource called 'people’ is likely to rigeegreater
attention from MSMEs, at least for firms seeking le
effective in highly competitive environments. Mapeg
should take active part in developing human resmax a
source of competitive advantage. The method of ey
these practices is dependent upon the MSMES cotivgeti
strategy. Investments in any other capital res@uace often

MSMEs than PM, which involves identifying the stytims considered as means .Of generating_ sustgined caivpet
and weaknesses of employees. In MSMEs, the type %‘F"a“t.age- Investment in human capital wil ha\teshme
appraisal instrument used to measure performan@dscs p(_)tentlal, a_tnd thus should be treated as capitaisiment.
important. The appraisal form should be easy toetstdnd ?rms, which fputrchase huma}[r_w assets_, geneéatet _revl;nu
for those who appraise as also for those who amegbe ows  over fluture —accounting —period. ustainable

Conclusion

appraised and should provide an adequate level
behavioural richness to encourage meaningful déonsA

study by Wiersma and Berg (1999) shows that masag

prefer behaviourally anchored rating scales (BABR&)ause
it yield more information to provide feedback andt s
subsequent goals (Ongori et. al, 2008).

V.

Research gap lies in the availability of manpowed a
recruiting the right people. Skilled manpower igehp
available for MSMEs in market, so they generallgroé the
unskilled or semiskilled who grow in the organiseati In
this situation, one need to deviate from what ditere says

Discussion

and find out what the actual practice is. Skillsdan
knowledge are passed on in MSMEs as there is dedrth?

formal training. Initial study on training is reged to
understand if the employees are able to upgrade skidls
and able to meet the market requirement. Competeace
be increased by training which needs to be highdigitby

more research to help MSMEs to succeed. It would be

interesting to study the compensation system of MSM
Contractual job, daily wages and piece based system
extensively used. Specific study of how these esyst

works, whether it motivates people or not, how st i

beneficial for MSMEs is required. MSMEs work withe
‘today’ concept. So, it would be worth finding othe
relevance of goal for them and the strategic figoél with
performance. Serious job lies in linking HR pragsicin
totality or individually with the competitive adviage it
brings and how to sustain those advantages. Imrdin
environment, firms which are rich with high levelfshuman
capital resources possess greater capability toonek to
environmental changes through sensing the neechonge,
developing strategies to meet the change and quihd
efficiently implementing these strategies. But, oniy
MSME, especially manufacturing sector, do not hénese
rich source of human capital. Also,
environment will start to prevail in the internalvéironment
of the firm. Employees will have to face differefianges or
moves from the management side where

20

this dynamias.

serious
contemplation of competitive advantage has beemntak

%(?mpetitive advantage emanates from the preserifovoe
and way they are managed. This helps in the pregrethe
isting human resource practices. In future pcastithese
eveloped practices will add up to the sustenaricever
changing competitive strategy. There is huge reguént of
theoretical addition in this subject with respeatMSME
which seems to be most neglected. Extensive rdsdarc
essential in this period of time, which in turn aend the
knowledge for formalisation and implementation.
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Fig 3: Factors affecting HRM and final outcomesan
SME. Adapted from Arthur, M.B. and Hendry, C. (1990
Human resource management and the emergent strategy
small to medium sized business units, Internatidieairnal

of Human Resource Managemeh(3): 233-250.

Recruitment methods Per centage of usage
Application form 89%
Psychometric tests 17%

Personality assessment 29%

Job samples/Aptitude tests 35%

Table 1. Showing percentage usage of recruitmerlads
developed from the survey of Institute of Personnel
Development (Vinten, 1998).

Published By:
22 Blue Eyes Intelligence Engineering
& Sciences Publication Pvt. Ltd.




