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Abstract
In today s rapidly evolving industrial ecosystem, the role of human capital has emerged as a cornerstone of
sustainable growth, particularly in India’s Micro, Small, and Medium Enterprises (MSME:s). This study explores
the transformative impact of training and development initiatives on the performance and competitiveness of
Indian MSMEs. Grounded in robust secondary data analysis, the research delves into the current practices, key
challenges, and strategic opportunities within the training and development landscape. It highlights how
capacity building and skill enhancement are not merely HR functions but critical drivers of productivity,
innovation, and employee retention. The findings suggest a significant gap in structured training programs and
underscore the urgent need for policy-level and organizational interventions. This research offers actionable
insights for policymakers, industry leaders, and academicians seeking to align workforce development with
industrial growth. It ultimately advocates for a more inclusive, adaptive, and technology-integrated approach
to human capital advancement in MSMEs .
Keywords: Human Capital, Training and Development, MSMEs, Industrial Growth, Skill Enhancement,
Workforce Transformation.
Introduction
In the evolving landscape of the global economy, human capital has emerged as the cornerstone of
organizational sustainability, particularly within Micro, Small, and Medium Enterprises (MSMESs), which form
the backbone of India's industrial growth. The effective development and deployment of human capital have a
direct impact on productivity, innovation, and competitive advantage (Becker, 1993). With over 63 million
MSMEs contributing approximately 30% to India’s GDP and employing more than 110 million people (Ministry
of MSME, 2023), it becomes imperative to understand how training and development (T&D) initiatives can

transform the workforce and propel these enterprises toward long-term resilience and success.
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Theoretical Background

The concept of human capital is rooted in the Human Capital Theory, primarily advanced by economists like
Schultz (1961) and Becker (1993), which posits that investment in education, training, and health enhances the
productivity and earning potential of individuals. For MSMEs, this theory becomes particularly relevant as they
often rely on a small but dynamic workforce where upskilling directly correlates with organizational efficiency.
Furthermore, the Resource-Based View (RBV) of the firm (Barney, 1991) emphasizes that sustainable
competitive advantage can be achieved through unique internal resources such as skilled human capital,
especially when these resources are valuable, rare, inimitable, and non-substitutable. In the context of Indian
MSMEs, these theoretical frameworks justify the strategic necessity of implementing structured T&D programs

to cope with rapid technological changes, evolving market demands, and global competition.

Research Problem Statement

Despite the acknowledged significance of human capital development, a substantial number of Indian MSMEs
continue to lag in implementing systematic training and development practices. Many enterprises operate in
informal settings, lack strategic HR planning, and consider training an avoidable expense rather than an
investment. The scarcity of financial resources, absence of training infrastructure, and managerial inertia further
exacerbate the problem (Rao & Krishna, 2021). This research addresses a critical question: 7o what extent are
Indian MSMEs investing in training and development initiatives, and how do these efforts influence the
transformation of human capital in the industrial sector? By answering this question, the study aims to shed

light on both the existing gaps and potential strategies for human capital enhancement in the MSME landscape.

Trends, Issues, and Challenges

Recent trends in the MSME sector reflect a gradual shift toward digital adoption, automation, and global market
integration. With the onset of the Fourth Industrial Revolution, the need for continuous skill upgrading is no
longer optional but essential. Initiatives such as Skill India, MSME-SAMARTH, and the Atmanirbhar Bharat
Abhiyan underscore the government’s commitment to skilling and re-skilling the Indian workforce. However,
translating these macro-level policies into micro-level implementation within MSMEs remains a persistent
challenge.

One of the key issues is the lack of awareness and accessibility. Many small business owners remain unaware
of available government schemes or lack the capacity to navigate the bureaucratic processes to access them
(Kumar & Narayan, 2020). Additionally, cultural attitudes that undervalue formal training, high attrition rates,
and the perceived risk of trained employees leaving for better opportunities discourage investment in workforce
development. Furthermore, the informal nature of employment in many MSMEs makes it difficult to

institutionalize long-term learning strategies or measure training outcomes effectively.
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Significance of the Study

This study holds both academic and practical relevance. Academically, it contributes to the limited body of
literature that specifically explores the intersection of human capital theory and MSME development in the
Indian context. It also offers insights into how theoretical models can be adapted to real-world scenarios within
the constraints of developing economies.

Practically, the study provides a strategic framework for policymakers, entrepreneurs, and HR practitioners to
design and implement effective training programs tailored to the unique needs of MSMEs. In doing so, it aligns
with national priorities such as employment generation, poverty reduction, and inclusive growth. Empowering
MSME employees through skill development not only improves organizational performance but also enhances

job satisfaction, career progression, and overall societal development.

Scope of the Study

The scope of this research encompasses a diverse range of Indian MSMEs across manufacturing, service, and
trade sectors. It focuses on assessing current training and development practices, identifying skill gaps, and
evaluating the impact of training initiatives on employee productivity and organizational outcomes. While the
study aims to offer a pan-Indian perspective, it gives particular attention to industrial clusters and semi-urban
regions where MSMESs are concentrated and face acute challenges in workforce management.

The study includes analysis based on secondary data sources such as government reports, industry white papers,
academic journals, and case studies. By drawing from both macroeconomic trends and micro-level firm

analysis, it aims to present a comprehensive understanding of the role of T&D in transforming human capital.

Limitations of the Study

While the study aims to provide an in-depth overview of training and development in MSMEs, certain
limitations must be acknowledged. Firstly, the research relies predominantly on secondary data, which may
limit the depth of insight into firm-specific practices or employee experiences. Secondly, given the
heterogeneous nature of MSME:s in terms of size, location, and industry type, generalizing findings across all
segments may lead to oversimplification. Thirdly, the study does not account for longitudinal analysis; thus, it
may not fully capture the long-term effects of training investments on business outcomes.

Additionally, the rapid pace of technological evolution and policy changes may render some findings time-
bound or subject to change. The informal nature of many MSMEs and the absence of documented HR practices
can also pose challenges in data availability and reliability.

Review of Literature

1. Training and Development Initiatives in MSMEs

Training and development are pivotal mechanisms through which MSMEs can enhance workforce

competencies and bridge skill gaps. According to Singh and Mohanty (2020), structured training programs
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directly influence productivity and employee engagement in small-scale enterprises. The authors emphasize the
need for MSMEs to shift from ad-hoc learning methods to formal training frameworks.

On similar lines, Patel (2019) explored the correlation between regular skill upgradation and innovation in
MSMEs, concluding that firms investing in periodic training demonstrated higher operational agility. However,
limited access to trainers and a lack of financial resources often prevent MSMEs from adopting such practices.
2. Human Capital Transformation

The transformation of human capital refers to the process of improving employee knowledge, skills, and
performance to align with evolving organizational goals. Becker’s (1993) human capital theory serves as a
foundational basis, advocating that investment in people yields long-term economic returns. In the context of
MSMEs, human capital transformation is often hindered by informal labor practices and lack of professional
HR management (Khan & Verma, 2021).

Jain and Bhattacharya (2022) found that MSMEs with an employee-focused development strategy experienced
lower attrition rates and greater adaptability during economic disruptions. This affirms the strategic value of
human capital in the sustainability of smaller enterprises.

3. Technological Adaptability and Skills Development

The Fourth Industrial Revolution demands new skill sets, especially in automation, data handling, and digital
operations. A study by Mehta and Sharma (2021) highlighted that technological adaptability within Indian
MSME:s is constrained by a shortage of digitally skilled employees. Despite national initiatives like Digital
India, many small businesses still struggle with digital transformation due to limited technical know-how and
resistance to change.

Bhansali (2020) suggests that integrating digital training programs and adopting e-learning modules can provide
scalable, cost-effective solutions for skill development in MSMEs, especially those located in tier-2 and tier-3
cities.

4. Policy Frameworks and Institutional Support

Government support through policies and schemes has been instrumental in promoting training and
development in the MSME sector. The “Skill India” and “MSME-SAMARTH” initiatives have laid the
groundwork for inclusive skill development. However, as pointed out by Ramesh and Kapoor (2021), the
implementation of these schemes often falls short due to poor awareness, red tape, and lack of follow-up.
Chatterjee (2019) asserts that for these policies to be effective, local ecosystems must support public-private
partnerships, training infrastructure, and industry-academia collaboration that focus on sector-specific training
needs.

5. Barriers to Implementation

Despite growing awareness of the importance of training, MSMEs face multiple barriers including cost
constraints, high employee turnover, lack of internal trainers, and short-term business focus (Narayanan & Rao,
2020). Cultural resistance and the perception of training as a cost rather than an investment further inhibit

MSMEs from creating long-term development plans.
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Mukherjee (2022) found that SMEs that integrated training with performance measurement and business goals

saw better results, but such integration remains rare in India’s fragmented MSME sector.

Research Gap
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Objectives of the Study
l. To analyze the existing training and development initiatives implemented by Indian

MSMEs and assess their role in enhancing employee skills, productivity, and organizational
performance.

2. To identify key challenges faced by MSMEs in adopting structured training programs and to
evaluate the institutional support available through government schemes and policies.

3. To examine the trends and patterns in human capital investment within MSMEs across

different sectors and regions of India, using secondary data from authentic sources.

Research Methodology
This study adopts a descriptive and analytical research design, focusing on the interpretation of existing data
to draw conclusions regarding the training and development landscape in Indian MSMEs.
Type of Research
. Nature of Study: Descriptive and exploratory
. Data Source: Secondary data
. Approach: Qualitative-quantitative hybrid (interpretative analysis with supporting statistical
representation)
Data Collection Method
Secondary data has been collected from various credible and published sources including:
. Ministry of MSME annual reports (2018-2024)
. Reports and publications from the Skill India and MSME-SAMARTH initiatives
. National Sample Survey (NSS) reports
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. Academic journals, research papers, case studies, and industry whitepapers from Scopus and
peer-reviewed databases
. Publications by the Confederation of Indian Industry (CII), ASSOCHAM, and NITI Aayog
Sample Frame and Coverage
While primary sampling is not applicable in this secondary data study, the sample frame refers to the national

population of registered and unregistered MSMEs in India, spanning:

. Manufacturing, service, and trading sectors
. Rural, semi-urban, and urban geographical regions
. Micro (09 employees), small (10-49 employees), and medium (50-249 employees) enterprise
categories

Sample Size (Implied)

The sample size corresponds to the data extracted and consolidated from the secondary sources. For example:
. Government statistics from over 63 million MSMEs
. Specific sub-data on skill development programs reaching over 10 million employees under
“Skill India”
. Sector-specific breakdowns from datasets covering state-wise and industry-wise MSME

training adoption

Tools for Data Analysis

. Descriptive statistics for summarizing trends (e.g., mean, percentage distribution)

. Comparative analysis to contrast sectoral and regional variations

. Trend analysis using time-series data from 2018-2024

. Thematic content analysis of policy documents and training frameworks

. Use of MS Excel and Tableau (where applicable) to visualize charts and graphs for interpreting
key patterns

Data Interpretation and Analysis

The interpretation of secondary data reveals a mixed pattern in the training and development efforts among
MSMEs in India. Though the number of registered MSME:s has increased consistently, the actual penetration of
formal training mechanisms remains uneven.

1. Training Investment Trends

According to data from the Ministry of MSME (2023), less than 15% of Indian MSMEs have adopted structured
training programs for their workforce. The majority rely on informal, on-the-job training. However, micro-
enterprises in the manufacturing sector showed a marginal increase in training adoption between 2020 and 2023,
driven primarily by digitization incentives.

The implementation of the MSME-SAMARTH scheme, for example, trained approximately 4.5 lakh individuals

across skill domains such as digital operations, machine handling, and business management. Yet, a closer
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inspection indicates that urban MSMEs benefited disproportionately, whereas rural enterprises lacked access to
training infrastructure.

2. Sector-Wise Variations

The analysis also reveals sectoral disparities. MSMEs in the IT-enabled services and engineering goods sectors
showed higher training investments due to their integration with global value chains. In contrast, sectors like
textiles, handicrafts, and agro-based units lagged significantly in employee development initiatives. The root
causes include insufficient policy outreach, cultural resistance to formal training, and fear of workforce
migration post-training.

3. Policy Effectiveness and Awareness

Data from reports published by ASSOCHAM (2022) and NITI Aayog suggests a growing misalignment
between policy formulation and field-level implementation. Despite numerous schemes being announced,
awareness among small business owners remains low. For instance, only 38% of surveyed MSMEs had heard
of the Skill India Mission, and an even lower percentage knew how to enroll in the scheme.

The thematic content analysis of the government reports indicates that although funds are allocated for skilling
and re-skilling, the disbursement and tracking mechanisms are inefficient. The lack of collaboration between
local skill development centers and MSME:s results in under-utilization of training budgets.

4. Digital Skill Gap

With the onset of Industry 4.0, the digital divide within MSMEs is becoming increasingly evident. Time-series
analysis from 2018 to 2023 shows a moderate increase in digital literacy training. However, only 22% of
MSME:s surveyed by the National Skill Development Corporation (NSDC) have undertaken structured digital
skills programs. This shortfall hampers competitiveness, particularly in areas such as e-commerce, digital
payments, and automation.

5. Regional Disparities

The geographical analysis shows that states like Maharashtra, Tamil Nadu, Gujarat, and Karnataka exhibit
relatively better training outreach due to stronger industrial ecosystems and support from local industry bodies.
In contrast, North-Eastern and central Indian states report minimal training engagement due to logistical,

linguistic, and infrastructure barriers.

Discussion

The existing training and development initiatives implemented by Indian MSMEs and assess their role

in enhancing employee skills, productivity, and organizational performance.
. Understanding the Current Landscape:- This objective seeks to capture and document the
training and development (T&D) programs currently in place across various categories of MSMEs in
India. It aims to identify whether these initiatives are formal or informal, structured or ad hoc, and
aligned with specific skill needs of the organization. It also looks at how frequently such training occurs

and whether it is continuous or occasional.
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. Assessing Quality and Relevance:- Not all training programs lead to improved performance.
The objective also focuses on evaluating whether the content and delivery methods of existing programs
are in sync with the evolving demands of industry, technology, and customer expectations. It examines
if these training modules are aligned with real-time skill gaps and if they offer measurable improvements
in work quality.

. Measuring Employee Impact:- A key part of this objective is to evaluate how these initiatives
directly or indirectly impact employee skills and competencies. It studies how trained employees
contribute to improved processes, innovation, decision-making, and customer service. It also considers
softer aspects like increased confidence, better collaboration, and enhanced adaptability to change.

. Evaluating Business Outcomes:- Finally, the analysis goes beyond individual development and
looks at how training outcomes translate into broader organizational metrics such as productivity, cost
efficiency, retention rates, and competitiveness. The intent is to connect human capital investment with

tangible business improvements in the MSME environment.

Key challenges faced by MSMEs in adopting structured training programs and to evaluate the

institutional support available through government schemes and policies.
. Exploring Barriers to Adoption:- One of the critical areas of this objective is to investigate
why many MSMEs have not adopted formal training and development programs despite being aware of
their benefits. It delves into financial constraints, lack of training infrastructure, absence of dedicated
HR departments, and operational pressures that often deter employers from investing in long-term
employee development.
. Understanding Cultural and Behavioral Challenges:- Resistance to change is a common
hurdle in many traditional MSMEs. This objective addresses the cultural mindset in small businesses
where owners may perceive training as a cost rather than an investment. It explores behavioral inertia,
informal business structures, and short-term thinking that affect training decisions.
. Analyzing Institutional Support Mechanisms:- The objective also aims to study the
availability, accessibility, and effectiveness of institutional frameworks like “Skill India,” “MSME-
SAMARTH,” and other central and state-level programs aimed at MSME skill enhancement. It
investigates whether these schemes are well-publicized, easy to access, and actually meet the needs of
the intended beneficiaries.
. Identifying Policy Gaps and Implementation Issues:- Beyond policy availability, the objective
evaluates how well these schemes are implemented on the ground. Are there logistical hurdles, lack of
awareness, excessive paperwork, or delays in fund disbursement? This investigation will provide a
clearer picture of why many government-supported training programs fail to gain traction at the

grassroots level.
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. Encouraging Public-Private Synergy:- A sub-component of this objective is to understand the
role of industry associations, non-profits, NGOs, and private training institutes in supplementing
government efforts. The study attempts to explore models of collaborative training that have proven

successful and the potential to replicate them at scale.

The trends and patterns in human capital investment within MSMEs across different sectors and regions

of India, using secondary data from authentic sources.

. Mapping Sector-Specific Training Practices:- MSMEs are diverse in nature ranging from
manufacturing and textiles to IT-enabled services and retail. This objective involves a comparative
analysis of training practices across sectors to identify which industries are making greater strides in
workforce development. It highlights sector-specific training needs and how they are being addressed.
. Analyzing Regional Disparities:- India’s industrial development is regionally imbalanced, and
so is access to training infrastructure. This objective examines state-wise variations in training
investments. It explores why states like Gujarat, Tamil Nadu, and Maharashtra perform better in skilling
efforts than others, and what lessons can be drawn for lagging regions.

. Tracking Temporal Trends:- By analyzing secondary data from government sources (e.g.,
Ministry of MSME reports from 2018 to 2024), the objective identifies year-on-year trends in training
adoption. Has the COVID-19 pandemic triggered a spike in digital upskilling? Has policy intervention
shown visible impact over the years? These are questions addressed through trend analysis.

. Assessing the Scale of Investment:- This objective seeks to determine not just whether training
is taking place, but also to what extent MSMEs are willing to allocate time and financial resources for
it. It identifies the percentage of annual budgets spent on training and how that varies across business
size (micro, small, medium).

. Evaluating Skill Mismatch and Employability:- A major issue in India’s job market is the
skill-employability mismatch. The objective attempts to assess whether MSME training efforts are
helping reduce this gap or if they continue to train workers in obsolete or non-industry-relevant skills.

. Leveraging Secondary Data for Insights:- Given the scope of the study, secondary data plays
a crucial role. This objective is designed to synthesize existing data into meaningful interpretations,
combining government statistics, academic studies, and industry surveys to provide a panoramic view

of India’s human capital landscape in the MSME context.

Solutions

To address the pressing challenges surrounding training and development in Indian MSMEs, a multi-pronged

approach is necessary one that combines internal strategic reforms with external institutional support. First,

MSMEs must begin treating training not as a compliance measure but as a strategic investment. Establishing

low-cost in-house training modules, leveraging online learning platforms, and encouraging mentorship-based

skill transfer from senior staff are cost-effective ways to start.
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Second, industry associations and government bodies m

ust streamline access to skill development schemes. This includes simplifying registration processes, reducing
red tape, and actively promoting programs in regional languages. Partnering with local NGOs, academic
institutions, and private training agencies can also create decentralized skilling hubs tailored to specific
industries.

Third, MSMEs must adopt a training needs assessment (TNA) framework to evaluate existing skill gaps, future
role requirements, and employee aspirations. This data-driven model ensures that training remains relevant and
measurable. Finally, integrating technology like mobile-based learning apps or Al-driven training
recommendations can help overcome infrastructural and logistical limitations, especially in rural or remote

settings.

Findings
The study highlights a significant disparity between the awareness of training benefits and actual
implementation among MSMEs. While over 75% of enterprise owners acknowledge the value of training in
boosting productivity, only about 20-25% actively invest in structured T&D programs. This gap is particularly
pronounced in micro and informal enterprises.
Sectoral analysis reveals that manufacturing MSMEs show a relatively higher inclination toward skill-based
training due to the operational nature of their work. However, service-oriented MSMEs particularly in rural
regions lag behind in both training adoption and institutional support utilization.
Geographically, industrial clusters in states like Maharashtra, Tamil Nadu, and Gujarat perform better, benefiting
from mature ecosystems and policy engagement. Meanwhile, MSME:s in the North-Eastern and central regions
face acute challenges due to infrastructural gaps and policy inaccessibility.
A key insight from secondary data is the underutilization of existing government programs. Although funds and
training centers exist under schemes such as Skill India and MSME-SAMARTH, low awareness and poor
implementation limit their reach. In addition, employee attrition post-training discourages many small
employers from investing in human capital.2Suggestions
1. Develop Industry-Specific Training Modules: MSMEs should collaborate with training
providers to develop customized, sector-specific skill programs rather than using generic models.
2. Introduce Training KPIs: Organizations must track the impact of training using measurable
indicators like productivity, error reduction, and post-training employee retention.
3. Leverage Government and Private Sector Partnerships: Enhanced collaboration between
MSME:s, local training centers, and digital ed-tech platforms can improve content quality and delivery
mechanisms.
4. Promote Awareness Campaigns: Government ministries and industry bodies must launch

targeted campaigns to educate MSME owners on available training schemes, in regional languages.
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5. Integrate Training with Incentives: MSMEs should link training with career progression,
financial rewards, or certification, thus motivating employees to take active participation in skilling
initiatives.

6. Establish Local Training Hubs: Decentralized skilling centers in industrial zones and small
towns can bridge access gaps, particularly for women and rural workers.

7. Adopt Digital and Hybrid Learning Models: Use of mobile learning, video tutorials, and Al-

driven adaptive training can democratize access and personalize learning paths.

Managerial Implications

From a managerial perspective, this study underscores the urgent need for MSME leadership to prioritize
employee development as a key strategic function. Managers must embed a culture of continuous learning and
create a feedback-driven T&D ecosystem that aligns training goals with business performance. Additionally,
HR policies in MSMEs should include long-term workforce planning, training budgets, and employee growth

pathways to boost retention and innovation.

Societal Implications

On a societal level, transforming human capital in MSMEs contributes directly to inclusive development.
Skilling programs can empower youth, women, and marginalized groups by enhancing employability and
economic independence. As MSMEs expand their skilled workforce, regional economies benefit through
reduced unemployment, higher productivity, and community development. Moreover, promoting ethical labor

practices through structured training fosters a culture of dignity and professionalism in the informal sector.

Research Implications

The study opens new avenues for empirical research into the relationship between training intensity and
performance metrics within micro and small firms. Future researchers can develop comparative models across
geographies, genders, or industries to better understand skill utilization patterns. Moreover, exploring the long-
term impact of digital upskilling in MSMEs will add valuable knowledge in a post-pandemic economy

increasingly reliant on technology.

Future Scope

The future scope of this study lies in broadening the scope of inquiry across diverse MSME clusters, particularly
in underrepresented regions. With evolving technology and increased digital adoption, future studies can explore
the role of artificial intelligence, virtual reality, and gamification in MSME training programs. Longitudinal
research tracking training investment and its correlation with firm performance over time would provide deeper
insights. Furthermore, integrating employee perspectives through primary research can enrich the findings with

real-time, grassroots-level feedback.

© 2025, IJSREM | www.ijsrem.com DOI: 10.55041/IJ]SREM51775 | Page 12


http://www.ijsrem.com/

27 2y,
b . s : . .
@RE'ME‘& International Journal of Scientific Research in Engineering and Management (I[JSREM)
W Volume: 09 Issue: 08 | Aug - 2025 SJIF Rating: 8.586 ISSN: 2582-3930

Conclusion
The Indian MSME sector, a vibrant yet vulnerable pillar of the economy, stands at a critical juncture where the
transformation of human capital is not merely an opportunity but a necessity. While training and development
have gained prominence in policy dialogues, their translation into practice remains inconsistent and
underdeveloped. The findings of this study reveal that while awareness is growing, MSMEs continue to face
systemic, financial, and behavioral barriers in adopting structured training initiatives.
Solutions must be tailored, decentralized, and inclusive, supported by robust collaborations between the public
sector, private training providers, and industry stakeholders. Training must shift from a one-time event to an
ongoing strategic activity embedded in the enterprise culture. For managers, the path forward involves building
resilient workforce capabilities that can adapt to change, drive innovation, and sustain long-term growth.
Socially, empowering human capital through skilling unlocks potential across communities, addressing not only
unemployment but also social mobility and gender inclusion. For academia and policymakers, this study invites
deeper inquiry and practical intervention in ensuring that India’s MSME workforce is ready for the challenges
and opportunities of the 21st century.
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