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ABSTRACT

The Small and Medium Scale Enterprises being veslate in nature are always exposed to
high degree of risk. It is therefore imperative floem to address the uncertainty in their envirammeéth the
help of the workforce around them. Due to a leamerk force structure, it is easier for HR to implkemh
change management programs in SMEs. The HR faeeshilllenge to adhere to the agreed policy norms in
SMES. HR also faces the problems to synchronizgdla¢s of the promoter and the individual emplogeals.
This paper analyses the various issues faced bysSi# various strategies which would help the ShESe

more resilient.
KEYWORDS: HR Department, Small Scale Industries, Personrairithg

INTRODUCTION

Small Scale Industries occupy a place of stratagmortance in the economy of many countries owmghteir
significant contribution made to national incomenpdoyment, export, innovation, and developmentafivdies.
They contribute significantly to social and economievelopment objectives such as labour absorption,
income distribution, rural development, poverty dication, regional balance, and promotion of emrapurship.

In fact, they play an important role in the procedsthe country's industrial development. In depélg countries,
small labour intensive industries have been favdrasically to create employment opportunities ineaonomy with
abundant unskilled labour available even thougth sndustries may not always be supported on growfidsconomic
efficiency. For a company to work effectively, & ¢rucial for the HR department to align the orgatidbnal goals and

mission statements with best practices to addr@ssus issues that may come up in a business.

According to a survey conducted by Confederatiomdfan Industries, 20% of medium and 80% of sraiiéd
businesses have no HR departments. Increasingiattean human resource management (HRM) in small medium
enterprises (SMES) is a comparatively recent phemmm. HR-researchers have largely ignored the S though
smaller companies could be fruitful subjects forpetoal investigation because their numbers, theagin-rates and not
least diversity in the qualitative aspects of mamagnt practices. For SME's to ensure long termesgcin the market,
it is crucial to have systematic HR practices. &mdiSME’s can always learn from the big players address their
HR challenges in order to ensure success. For ttreartwo most important challenging aspects arepetemt workforce

and recruiting the right talent.
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People acquisition being more important than peogtention for SME's, it is crucial for them to fos on their
Human Resource activities. Many organizations afémduce innovative programs to put HR practicesglace and
combat attrition. These programs sometimes inckidess management, involving weight watchers tp ingjht shift
workers to adapt the shifts, flexibility to worlofn home etc. Companies even welcome suggestiomstfreir employees
for improvement, which is an innovative approachd amdian SME’s should focus on it. In addition thet
above mentioned points, organizations can alsogz®pe-employment and retention of old workers gmra of their

systematic HR practices. All these approaches aeititate Indian SME’s to ensure success.

LITERATURE REVIEW

The pace of change is so rapid, and its scope de, What some analysts see the emergence of nanolegical
paradigm (Freeman and Perez, 1990). The increadbtegtion on human resource management (HRM) inll sanal
medium enterprises (SMES) is a comparatively reg@nomenon. HR-researchers have largely ignoredSMES,
even though smaller companies could be fruitful jescls for empirical investigation because their bers,

the growth-rates and not least diversity in thelitatave aspects of management practices.

Thereby HRM in SME’s has been a white spot on tla@,nand this despite the characteristic Danishsil
structure, i.e. the large proportion of SMEs; thad tradition for a rather institutionalized andli@&ganised lab our
market, which could provide a basis for a more ggsional approach to human resources, and finadlystipposed very
good basis for future competitiveness, due to thkies characterizing employees as well as managei3anish
companies, i.e. democratic management style, irdborganising, flexible working arrangement etcrd®anel planning
or training and development initiatives were nagrgedue to the same reasons as mention under HRidie(den 1997).
One could say that the tradition for more profesaiovork with employees is very limited, and thhé tonly way to

approach the personnel- or HR-activities in genésahrough growth.

In other words, organization moving from a simpieisture towards a functional configuration, wititieasing
formalizations as an outcome (including personmatiices). The departure from a more universalegpigroach to HRM,
towards either a con figural or a contingency apphy signal emerging problem. This is if compariiase pursued the
strategy of aligning HR-policies across themes, leyges and time (see Baron and Kreps 1999). Thédatipns caused
by the lack of interest are many, both for SME'd &r the HR-domain. As Larsen (2000, p. 11) is kagizing:

“We still lack the conceptual framework and methagsglicable for the majority type of companies Carand
medium-sized companies. Hierarchical thinking atadbiity that we rarely find in smaller organizatocharacterize large
companies. Not only have we neglected to deal with segment that represents the majority of Dantsinpanies,
but in parallel we experience that the so-calleddacompanies are increasing assuming the chasdicterof small
companies. This fact should be sufficient reasarufoto engage in research and development thatflibpwill make us
understand small and medium-sized companies, atatfgr companies that carry the characteristiceradll companies”.

The lack of interest for the phenomenon is howdwersided.

The practitioners, the managers and/or owners @fSME’s, have on their side often ignored persconel
HR-issues like training and development, perfornreanm@anagement, employee counsel-ling etc. It seenh tthe case

that managers have had the view, that HRM is uoresipe or not tailorised enough to their needs,iaizdconsidered too
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costly an activity to carry for a small organizatidlhe lack of appropriateness, expectation ofattivities being too
bureaucratic, time consuming and the lack of glaz@incerning direct effects etc., has resultedery Vimited attention to
the approach and the techniques associated wdaming management (often without any background lediye on
personnel and HR). The question is however whether type of companies perhaps have practiced peeto
management, i.e. they have (not yet?) taken tigetsteards HRM? Here earlier studies indicate evaditional personnel

activities are rather seldom used in SMEs.

There are many tangible and intangible implicatiofisan unresponsive HR-domain to small businessisiee
and a lack of interest in HR from company managgds. To begin with, lack of consultation and daltthrough between
the two sides, seems to be working against maensti@guments, claiming that SME’s are losing ouatger companies
in the competition for skills. There seems to be #mgument, even beyond HR, stressing the impatanaecruiting

“the right” mainly younger employees.

Humans tends to make the difference, they are theopdition for innovation, practicing experimeriedrn etc.
Secondly, the lack of consultation between reseanth SME’s undermines the accountability and leg#ation of HR.
An unresponsive HRM may discourage businesses &rpaming, continuing or expanding, all of which wibidave a
negative impact on the community at large. Thisdrenust be broken if healthy growth is to be realiin SME’s and
HR as a domain is to be more efficient and vi-ake. would like to go even one step further, torlahat HRM in

SMEs is not unambiguous and homogeneous phenomenon.

Rather one would expect several different approadbethe management of human resources, taking into
consideration the variety of practices charactegzhe activities in general in SMEs, and takingp inonsideration that
size is only one out of several important contirgies. We will return to this later. In this lightdre is a lack of knowledge
concerning variety of practices and approachesRMHh SMEs, and as HR-researchers we have to maike gffort to
study and understand SMEs. In order better to whaled this size of organizations, they have to fyeraached as a
heterogeneous sample, where one will look for sirties as well as differences. Looking at the hmmmasources
populating organisations, the future compositiorthaf workforce seems to change in direction ofdasing diversity.
This trend is somewhat contrary to the developmehtwacterizing the exercise of employment relatiand to some

extent industrial relations.

Here emphasis is on convergence, i.e. nationaésystand practices are supposed to approachingothaeh
mainly pointing towards one - or a few - commomderd(s). The HR-domain is characterized by simalyuments,
but the conclusions differ: There is an almost ethibpinion, that "people are organizations mostoignt assets".
This “truth” in the HR- and to some extent the Imesis community, is based on arguments like theovidtg:
Global financial markets and the rapid spread afesof the art information technology have undegdithe power of
financial and physical capital, and their monoptiycreate sustainable competitive ad-vantage. ddstbusiness will
increasingly seek and find advantage through batterof human resources. Human capital is, as aretiin the former
section, recognized as an important component tiémel productivity growth, and it is of superioefformance in the

large proportion of companies.

However as mentioned by Larsen (2000), the growdngersity in organizations implies, that individual

sub-groups will increase in numbers and have diffeand sometime conflicting demands, which couddkenit necessary

| Impact Factor(JCC): 1.3648 - This article can be denloaded from www.impactjournals.us |




| 186 Sarit Prava Das, Preeti Narendra & Parna Mishra |

to design more focused and diverse HR-policies. ddramon wisdom, that on the policy level, employshsuld be
treated equal, is thereby challenged. An additiomadl relatively neglected, problem is that evethiwia given national
context culture and work-life forms vary across twintry. Headquarters, often located in the metlispmost often

designs the HR-policy of large national or interm@él companies.

The HRD department design policies and the woidoise by people whose life form is usually careézrded.
However, the policies must function for employee®ther parts of the country, where the war tontale less prevailing,
and where it perhaps is first generation wage eardlearacterizing the majority of employees, andsehvalues and
needs are quite different. Therefore, it shouldawhe as a surprise, if the company has difficslltiegetting its message
across to and accepted by all man-agers and engdoyée argument is therefore, that diversity eatneed for people

to be able to collaborate across traditional botiedaf competence, culture, and age, is increasing

In the extremes, some companies are perhaps dadibgita “youth culture”, while others seem to engiethe
importance of senior employees, whom the companyaizafford to lose. In recent years some orgaioizathave treated
senior employees poorly, which is problematic fanm reasons. Among other, one reason for givingérigriority to
senior employees is, that if they feel it beconméslérable to work in the company and decide twagethey will be very
difficult to replace due to the small cohorts oflipg people arriving on the labour market and selgdnglicause the costs
of having only few shared knowledge and limited engnces on products and markets seems to increase.
Another expression of diversity is the emergencenofe ethnic minorities in Danish companies. I1s thiea there seems
to be a radical change though there are still niamgiers to overcome.

More companies and organizations are supposedgerience a concrete need or pressure for grediaicet
diversity among the employees without this beirfeeoged in their recruitment and promotion polici@ne argument for
greater ethnic diversity can be, that it will ceegreater agreement between the employees anddhp gf citizens or
customers that they are servicing. This is howewennambiguous tendency. The Danish Managemennizdeo uncover
over a two year period very limited support for mdocus by managers on ethnic differences betwesplogees.
However, for companies with increasing diversitgit balancing of the ethnic composition of thdfstaght immediately
seem troublesome or time-consuming. Contrary to twhlaould be expected, many homogenous workplaces
(as to gender, race, religion, etc.) produce eesenf side effects in relation to the values andnsoof the dominant
culture. Summing up, there seems at least in soone@panies and organization to be an emerging presswards
diversity management, and this place quite somsspres on the traditional universalistic personaatl HR-practices,

and not to forget policies. If this goes for orgaations in general, SME’s have to address the igpuesiso.
OBJECTIVE OF THE STUDY

* To conceptualize HR issues in general in Businatsrgrises

e To high light HR Issues in SMEs

e Challenges related to HR in SMEs

e  Critical analysis of HR Issues in SMEs in Indiann@xt
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Conceptualize HR Issues in Business Enterprises

A non transparent appraisal system and subjectpgraisal system drives talented employees out of an
organisation depending upon the job market sitnatitorms thus need to ensure objectivity and faisni@ performance
appraisal system to check rising attrition amongjrthigh skilled personnel. Corporate need to mtewisible growth
opportunities and regular training for up gradatafnskills of the high performance employees. Maalgnted skilled
youths leave their jobs not because of monetargoreabut when they think, they are not growingagjuéring new skills
(as compared to their peers) that will affect thiiture marketability or simply because they aredamtilized.
Many firms believe that spending on training of éogpes is wasteful expenditure, as other firms pdlach their trained
employees. As a result, they postpone it for thedgiimes when financial are favorable, with negatronsequences for
growth of people’s productivity. In the long rumcreasing the supply of skilled workers, will kettig wages under

control.

However expenditure on training of personnel ag@gntage of revenue remains abysmally low (0.05ceet)
in India’s manufacturing sector. This is somewhghér at 0.25 per cent in the services sector tiluvsry low given the

challenges of operating in a globalised businesg@mment.
HR Issues in Indian SME's

A competent workforce is perhaps the most imporéesset for any organisation. Thus it is in thergde of any
company irrespective of its size to positively fecwon human resource (HR) development & management.
However, it is rather sad that the HR activities aften neglected by many Indian SMEs. As per aesuconducted by the
Confederation of Indian Industries (Cll), around8@om the small enterprises and about 20% of thdiom enterprises
respondents indicated having no formal HR departniére Indian economy is now the second fastesvigigp economy
of the world. As per the Ministry of Finance, theDB of India stood at 8.8% in the first quarter d@310-11
(the overall growth of GDP in 2009-10 was 7.2%)ex@ll growth in the Index of Industrial ProductiitP) was recorded
at 13.8% during July 2010 as opposed to 7.2% iy 2009.

In such a visible growth environment, tremendousforef are being made by SMEs
(Small and Medium Enterprises) to make their prantnpresence felt and to convert their growth plemts reality.
In last two decades, there have been certain spadtere many SMEs have not grown either by choideyazhallenges in
capabilities to transform their business. SMEs cet@pwith big players either as B2B or as B2C bussinmodels.
Where on one hand big players enjoy economies @édo control prices, SMEs enjoy agility in bringithe product
faster to the market on the other. Assuming thiagofactors such as strategy, funds and right peedcare comparable,
we still find many SMEs struggling to achieve exgecgrowth. While entrepreneurs are willing to @xpl ways to

minimize this inertia, HR and its different facatso play an important role to address the groeghes SMEs face.

The trade-offs, which every SME faces day in ang aiat are worth exploring. Trade-offs can be attited as
growth with centralization or decentralization, growth with partnerships or without partnershipsogfitive and
Emotional trade-offs include decisions like whetteehave more of owner’s family or more of professil employees on
the Board; whether to have more powers given tdepsional employees or to keep the powers with owm®minees.
The basic values that SMEs reflect are trust, comhsciousness, agility, high level of risk takindpility,

centralized decision making, culture of driving imess by intuition and relationships rather tharctfaand
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professionalism. More often than not, the valueshef Promoter or owner are the expected valuesulbure of the
organization. And this perhaps is one of the mogtartant aspects restricting the growth of SME¢hase is a dire need

for change in the organization culture to matchdhallenges of business.

For example, with growth in scale of the organmatithere is a substantial increase in decisionimgaélso.
And if change in the process of decision makingdsaddressed, the organization will be in a goitkl Although this is
true for any organization, SMEs with high growtkerare hugely impacted if this change is not addm@sAnother cultural
impediment faced by SMEs is that the existing eiygds who are well adjusted to the conventionalucailgenerally

develop differences with the employees who areurtsst from professionally driven big companies.

This allows them to take advantage of rapid teabgiohl advances for their survival and competitegnin the
present context of global economy, and enables tteewope up with the higher levels of environmentatertainty
(Martin and Matlay 2001; Matlay 2000; Storey 1984l and Stewart 1999; Gibb 1997; Hendrickson arsérButhakis
1998; Marlow and Patton 1993; Pfeffer 1994; Whgton 1993).

These new demands have been described earlier ddlyirhis article on HR-architecture, and moreersty,
Larsen (2000) has described this “as dilemmas amddoxes” (Larsen 2000, p.3). Technological adveiave eroded
physical, cultural, economic, and political bordemhese advances have revolutionized the naturg@rofiuction,
transportation, and communication systems and cuuesly the nature of work and workers (Baldwinagand Johnson,
1995). The explosion in technology-use has fosteaedoncern about its impact on workers (Betchernig5).
Small firms need effective personnel policies paitirly as every employee comprises a large peaigentf the workforce
for a small business (Gatewood and Field, 1987Yiriguperiods of rapid technological change, shasagf particular

types of skilled workers emerge.

Many forms of technological change are accompabjechanges in skill requirements. This is partidyl&rue of
the changes associated with the adoption of the adwanced technologies that are being implementedhé
manufacturing sector (Doms, Dunne, and Troske, 19&¥ contradiction of managing opposing forces;aused by the
attempt to apply a more flexible approach to humgsources, and not just apply more flexibility be individual within
the company, and this flexibility seems to be basethoth employee as well as employers interes$istelis no consensus
among researchers regarding the role of HRM in Isfinal success (Deshpande and Golhar, 1994). HRattmes may
be a leading cause of small business failures (MgE984). Inadequate and inefficient HRM in SMEgymesult in low

productivity and high dissatisfaction and turnoaerong the staff (Mathis and Jackson, 1991).

Some companies have more recently been moving d@ndttection of Human Resource Accounting (HRA),
emphasizing the cost perspective on their humamwuress, and thereby having mainly a short term nteik
perspective - i.e. Return On Investment, ROI) esdominant logic. In other words a perspective seinat similar to the
share-holder value approach. On the other hand ovelsb see "C as mentioned above - companies @adhipations
emphasizing a humanistic and developmental orieaatoach to its human resources. In other wolds fdcus is on
investment again, but with a much more indirect ksd output-focused. In this light, there seeniset@ basis for a more
diverse approach to the use of human resourceghéeepractices are now so diverse, that we havedk for a more
varied approach the traditional universalistic @ggeh, a variation which could prove to be a posian? The departure

from one universalistic model is in some respeatieparture from the “best practice” approach asnpted by and the
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others high commitment and/or high performance HRMproaches, mainly promoted in US-textbooks and

(to a lesser extent) research papers.

The questions however still remains, as to whether universalistic model for the management of huma
resources can be accepted as one - out severalodgls®? And secondly, if it is not best practicell vtithen be a
configuration or a contingency approach (best(Rigin and Kozlowski (2000, p. 214), which is bastcharacterizing the
practice of HR in Danish SME’s?. A common thrusboag these studies points to the importance of ¢géRM practices.
HRM has been defined as the "Process of attractiegeloping, and maintaining a talented and energeirkforce to
support organisational mission, objectives andtesias" (Schemerhom, 2001) According to most of riagearchers,
SMEs have a number of strategic advantages, plantigun terms of flexibility, informality, and aghiability compared to
larger ones. They also agree that SMEs have beem muccessful because of their structural adaftakdind

sustainability.

HRM practice in small business is undoubtedly qit@titely and qualitatively different from those larger
organisations. The growing small businesses neatkvelop their HRM practices, as increasing sizvitbly brings
increased complexity, necessitating a more prajessi approach towards managing the personnel
(Gilbert and Jones, 2000). Audretsch and ThurikO®02001) argue that effective HRM practices areob@ng
increasingly important in the new "knowledge-basedbnomy, as companies face the double challengleeofieed for
more highly trained employees coupled with a slyartaf qualified labour. These challenges, towardaller firms in
general, reinforce the need for effective HRM picaest in the small firm. Gilbert and Jones (200@)nft that HR practices
in small businesses are predominantly informalhad-and opportunistic; nevertheless, they are &fdn small

business. Yet, relatively little research addreshechature and significance of these differences.

Globalisation has thrown many challenges to SMEse ©Of the greatest conceptual challenges is thatnen
hand, the individual SMEs would be fiercely competiwith each other within the nation and beyond andhe other
hand at the same time they would be forced to lcoli@e and work together than ever before to safelgtheir own
mutual interests to survive (Anil, 2003). In Ind&SIs account for 95 per cent of the country's stril units, 40 per cent
of industrial output, 80 per cent of employmenthe industrial sector, 35 per cent of value addgdhke manufacturing
sector, 40 per cent of total exports and 7 per oémtet domestic product. Clearly, after agricudtuthis is the single

biggest group in the country's economic activi(igsavani, 2004).

Small enterprises particularly, have been in vagumaanufacturing Endeavour even before the dawindifstrial
revolution (Lall, 1998). Over the last two decadeany studies have reported the implementatios6f tertification and
its impacts on Small and Medium Enterprises (SMiEeund the world. However, until recently, theredaeen only few
attempts to empirically establish the link betwedoman Resource Management issues and SMEs in yartic
SMEs, both in size and shape, are not uniform adtwes globe. The way they are defined dependsesttige of national
economic development and the broad policy purpémesvhich the definition is used. The Small-Scatelustry (SSI)
sector in India is different from the SME sectomiier countries. There is no typology of mediumlasdndustry in India
and the Indian definition of SSI is investment sfigcwhile in the rest of the world it is in termaf employment,

assets or sales or combination of these factorist{Ka, 2004).
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Even modern SMEs in many countries face competthadlenges in the emerging scenario. The threabban
one of the most important aspects of the largerpsditive challenges posed to the SMEs by acceteyatichnological
change, globalization and liberalization. Tradiibrmodes of competition, based on low costs andepriare being
replaced by the 'new competition', driven by qyalitexibility, design, reliability, and networkingPerhaps, the most
radical change in the economic landscape at theoktite 20th century has been the shift in econantivity away from

a local or national sphere towards a much broaderriational or global arena.

One of the major forces enabling economic glob&bpahas been technology. Increasing competitivasgures
linked to globalization are driving SMEs in devalugp countries to look for international partnersoider to reduce costs

and or facilitate the development of competitiveatages.
Challenges for HR Function

When the enterprise is Promoter driven, the staké4R are very high because it has a two-fold r@efirstly,
to continuously influence the Promoter on the nieedrganization culture change and secondly, toaga the agenda for
organization culture change. Often, the values ithe Promoter reflects are different from the ealthat the employee
groups reflect. The condition becomes critical whign values of Promoters, employees and those varelessential for
business growth are all different. In such a sdenéris important to create awareness amongssitgcmakers about the
need for change. SMEs are mostly interested imdpigood talent from big giants and many seniorgssibnals take this

lead since the roles in SMEs are extensive and mot#/ating.

On the flip side, the success of such senior psitdeals depends on how much they are willing team to fit
culturally. The culture dimension is shifting froan‘professional driven’ company to a company whighn pursuit of
becoming ‘professionally driven’. HR has the chadle of attracting talent on role dimension and ttetaining that talent
by providing a professionally driven organizatianitare. Apart from roles, attraction and retentisralso clearly linked to
the abilty of SMEs to offer competitive benefits agkage. However, since benefit costs decline
(as firms become equipped to aggregate risk a@dasger number of employees), SMEs are at a disadyge in their
ability to offer competitive packages. Due to loegdee of bureaucracy and leaner work force stracttiis easier for

HR to implement change management programs in SMEs.

Moreover, the response to such initiatives is aletl received. Another factor for HR to realizetist not all
HR processes have equal importance in SMEs and #rercertain exceptions to be dealt with. For gtanthe process of
promotion in SMEs has a lot of say from the Prom®t®lany times the promotions may not be yearlydsmiand when
needed. Such frequency has its own advantages kingnarganization agile and responsive. Similar eligions are
observed in the recruitment process, which is galyebased on referrals. The most important dinmmsiwhich are
looked, apart from functional competencies, araliiyyand trust. Since most SMEs take high amouniséf it is therefore
imperative for them to address the certainty thiotgjiable and loyal work force which can shoultleem in good and

bad times.

Another challenge which the HR faces is adherinthéoagreed policy norms which succumb to exemgtiom
the owners. HR also needs to understand that tinerswlo not want to feel themselves devoid of dmtimaking power
due to change in policies. Such instances may peopfate from the business point of view but magkl inappropriate

from the HR point of view. HR professionals needbt conscious that professionalism without the lafsagility and
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responsiveness is the right transformation direcfar such companies. SMEs face unique challengaisstem largely
from their size. While economies of scale permigdas organizations to employ a team of specialistaddress the
complexities involved in managing HR programs, ikisiot a viable option for many SMEs. The costoamted with
hiring highly trained HR professionals on a futh®# basis are likely to be prohibitive for many derabrganizations.

As a result, HR activities often become the resitility of line managers.

This can be problematic for two reasons. First,abmplexity of many HR activities is likely to rdsin them
becoming a significant drain on managerial time aesources. As such, HR tasks may interfere withhagarial
responsibilities that are directly related to rexemroduction. This problem is even more critici&leg that scarcity of
managerial talent is often cited as a key factwiting growth in SMEs. This scarcity of managetient increases the
opportunity costs associated with time spent onddRiinistration by SME line managers. Second, maRytas$ks involve
substantial complexity and thus the quality of H&tidions may well be affected by the fact that limenagers often lack

significant training and expertise in HR.

To summarize, HR functions deal with different dymes when contributing to SME growth plan.
While the organization plans to follow a success$fajectory, there is a need for both HR and thenirters to appreciate
and agree on change management agenda throughecimaogyanization culture. HR has the responsybitit understand
business dynamics in SME environment before implemg the standard HR practices, policies and mEees

This mutual appreciation will help HR to be an effee business partner.
CRITICAL ANALYSIS

Most research and theory-building in HRM is asseciavith studies of large organizations. Howevesstiirms
in the major and developing economies employ 5(leeor less. In order to analyses the nature atelagbHRM in
SMEs, it is necessary to analyses SMEs and theitasities to and differences from large organiaat. Some argue that
small firms do not face any particular HR issuespared to large firms, but need HR to help thenwgtdRD is often
then translated into formal ‘enterprise traininigiyolving systematic instruction in business, maaéad and functional
skills. This ‘official’ view sees the SME sector ast facing any specific HR issues that differetatih from large firms;
HRD, of a formal ‘enterprise training’ kind, is seas primarily necessary to facilitate their gronMEs from this

perspective are seen as scaled-down large firmSktelHRM as scaled-down large firm HRM.

However, evidence from UK Government-supportedrenite training programmes suggests that they bétea
not had the impact on performance anticipated. & iglittle evidence that small business-ownersparéicularly attracted
to such training, either for themselves or theaffsand many commentators have argued that saafirtg has often not
been cost-effective, nor has it had the impactgetksThis may be due to the lack of education,ardMooking orientation
and lack of perspective of many owner managerseriridividualism, stress on personal independencedesire for

control of entrepreneurs. Such factors may all rionte to the rejection of outside training progisi

In addition, very small ‘micro-businesses’ in pamtar may lack time, as well as sufficient clardyer their
training needs. Others have argued that, on thBargnSMESs, especially sole-traders and micro dirare very different
from larger organizations, not just in being dismuhbaged in relation to financial and lab our magkeiccess to

information, and compliance with regulation andaming requirements, but also in terms of the caltand personal
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motivations of owner-managers and their need farde range of skills in managing informal relatibips. These are not

often taught in formal training courses.

For other firms, perhaps in the ‘growth corridof fast growth SMEs with 15-24 employees there maymeed
to introduce formal management and HRM, often pesheébecause such firms are linked into complex
supply-production-distribution chains and networkish larger businesses, and are often open to mogie influence
from large firms, including influences and demangsr HRM practices. Formal HRD may have a positimpact here
However, few studies have looked at how SMEs algtuabnage their own HRM. There is some evidence ithany
trainers focus on the past, on critical analysis knowledge, on passive understanding, on detadhroersymbols, on
neutral communication and on concepts. Howevergpregneurs typically focus on the future, on inkigim creativity, on
active engagement, on emotional involvement, om&yen personal communication and on problemsogpartunities.
The entrepreneurs’ stress on ‘charisma’ may contndth the trainers’ stress on order, rationaliyyd predictability,
qualities emphasized in much formal training. Aseault, there may be a greater receptiveness arSMigs to more
informal development processes and more persodatizgelopment experiences, such as those provigeisultants

and mentors.

SMEs do engage in HRD, but not necessarily formaining, and such individualized, personalized and
consultant-like relationships may help owner-managédentify appropriate training and knowledge reeadd develop

appropriate skills.
CONCLUSIONS

A review of HRM in SMEs shows that, whereas SMEstgpically not, as the ‘official’ view suggestsda firms
scaled-down and needing formal enterprise traimingrow neither are they uniform and homogeneouh véspect to
HRM. Some very small firms, consultancies and paghips may be influenced by very different drivieean most large
firms, often attributed to the owner-managers ortngas’ cultural and psychological motivations atheir desire for
independence, autonomy and lifestyle consideratiomgh a fear that growth will inhibit their deveglment.
However, since such firms will often be linked irgopply-production-distribution chains and networtkeir interest will
often lie in building relationships, accessing kitexge, and contributing to the knowledge chain aknawledge

intermediary.

The SMEs the world over have been undergoing drutianges in response to the manifold imperativies o
globalization. The potential of neo localism havleen much emphasized, the SMEs in developing dearitave often
been split between national strategies and obgsdf promoting this vital and most promising seetod the demands of
a globalizing business environment. In India, tisdnical role of SMEs in creating ample opportigstfor employment
for the teeming millions has come to occupy secondtatus in the face of novel strategies to ensuternal orientation,
achieving manufacturing competitiveness and emaagable global player. Of the most vital infrastuue bottlenecks,
access to adequate, reliable and reasonably ppoeg@r remains a challenge for SMEs progress andpettiveness.
Further, poor transport network (whether roads|wegis or ports) have emerged as important constraio the

development of SMEs in a dynamic fashion.
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Despite decades of small industry policy makinggregluring the reforms period, there has been aitiefiecline
in the access to credit by the small (and withithé so-called tiny sector) enterprises. It is ictbat there is no dearth of
capital available but there remain serious impldiaign snags, including complex and unhelpful pdural requirements,
which, ultimately result in dwindling access to hofinance. The situation is similar when it comesthe intractable
product reservation policy. Given the large scaélenapts to promote industrial clusters in the SMEtar, it needs to be
underscored that, despite the potential of neolikroa cluster promotion in the Indian context musbve beyond the
‘sectoral’ bind; a comprehensive regional developihwsrategy needs to be woven into the cluster Idpuweent policy.
In fact, as the Indian SMEs are looking forwardtoewer and larger market space, with its numeaduantages of skills,
raw materials and large domestic market as wetlyowking with various stakeholders both within angside the country

is a worthwhile attempt.

To the extent such networking contributes to mubgadefit in terms of technology and market, the matatives
are welcome. But complacency in such issues asogmmgnt creation and neglect of the vast segmestral and tiny
units operating within low-road’ syndrome could Bemajor roadblock to the sector. If globalizationd aexternal
orientation, including being connected to the glg@duction networks or value chains, fail to bedil-based and,

essentially, turns advantageous to a small seofitimited sectors of production, the strategy readerious rethink.
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