@ THE WORLD BANK

Raising and Accelerating MSME Performance (RAMP)

Business Talent
Management Management and
% Human Resources

Trainings *

Module

Entrepreneurship Development
Institute of India - Goa

Entrepreneurship 5% floor, EDC House, Dr. A.B.Road,
Development Panaji

Institute of India
Ahmedabad & 6357 076 314




TALENT MANAGEMENT & HUMAN RESOURCES

PROGRAM SCHEDULE

COURSE CURRICULUM

NOTES



PROGRAM SCHEDULE

One-Day Training on Talent Management & Human Resources for Aspiring and Existing
Entrepreneurs

Time: 10:00 AM to 5:00 PM

Program Schedule

9:30 AM — 10:00 AM: Registration

Session 1: Introduction to Talent Management and HR for MSMEs

Time: 10:00 AM - 11:30 AM

Topics Covered:

e Importance of Talent Management for Entrepreneurs and MSMEs

e Key HR Functions in Small Businesses: Recruitment, Training, Retention, and Performance
Management

o Talent Challenges in MSMESs: Attracting and Retaining Talent

e HR Laws and Regulations Relevant to MSME:s in India (Labor Laws, Employment Contracts,
ESI, EPF, etc.)

Interactive Activity:

Participants will develop a basic HR function plan for their MSME, focusing on attracting talent.

11:30 AM — 11:45 AM: Tea Break



Session 2: Recruitment, Selection, and Onboarding Best Practices

Time: 11:45 AM - 1:15 PM

Topics Covered:

o Strategies for Identifying the Right Talent for Your Business
e Recruitment Channels: Job Portals, Social Media, Networking, Referrals
e Screening, Interviewing, and Selecting the Right Candidates

e Creating Effective Onboarding Programs for New Employees

Practical Exercise:

Participants will design a recruitment plan and onboarding checklist for their business.

1:15 PM — 2:15 PM: Lunch Break

Session 3: Employee Development, Training, and Performance Management

Time: 2:15 PM - 3:30 PM
Topics Covered:

e Creating a Culture of Learning and Development in MSMEs

e Identifying Employee Training Needs and Designing Programs

e Performance Appraisal Systems: Goal-Setting, Feedback, and Employee Motivation
o Employee Engagement and Retention Strategies for MSMEs

Group Activity:
Participants will work on developing a training plan and performance review system for their business.



3:30 PM — 3:45 PM: Tea Break

Session 4: HR Compliance, Payroll Management, and Employee Welfare

Time: 3:45 PM - 5:00 PM
Topics Covered:

e Ensuring Compliance with Indian HR and Labour Laws for MSMEs (Provident Fund, ESI,
Gratuity, etc.)

o Payroll Management and Statutory Deductions

o Employee Welfare and Benefits: Health Insurance, Leave Policies, and Work-Life Balance

o HR Policies for MSMEs: Employee Handbook and Code of Conduct

Final Activity:
Participants will create an HR compliance checklist and payroll management plan for their MSME.

5:00 PM: Closing Remarks and Certificate Distribution

This one-day training will equip aspiring and existing entrepreneurs with a comprehensive
understanding of talent management and HR practices tailored for MSMEs in India. The program
covers essential topics like recruitment, employee development, compliance, and retention strategies,
enabling participants to create sustainable HR practices for their businesses.



COURSE CURRICULUM

Talent Management & Human Resources

Course Objectives

This one-day training program aims to provide aspiring and existing entrepreneurs, particularly those
running MSMESs, with a comprehensive understanding of talent management and HR practices.
Participants will gain the knowledge and skills to manage key HR functions such as recruitment,
employee development, performance management, and legal compliance, enabling them to build and

retain a talented workforce that drives business growth.

Module Breakdown

Module 1: Introduction to Talent Management and HR for MSMEs

Importance of Talent Management for Entrepreneurs and MSMEs
o Understanding the role of talent in business growth and success.
o How effective talent management contributes to organizational performance.
o The need for structured HR functions in MSME:s.
Key HR Functions in Small Businesses:
o Recruitment and selection processes.
o Training and development strategies.
o Employee retention and engagement techniques.
o Performance management and feedback systems.
Talent Challenges in MSMEs:
o Challenges faced by MSMEs in attracting and retaining talent.
o Strategies for competing with larger organizations for top talent.
o HR Laws and Regulations Relevant to MSMEs in India:
o Key labour laws, such as the Payment of Wages Act, Provident Fund (PF), Employees
State Insurance (ESI), and Gratuity.
o Understanding employment contracts and statutory obligations for MSME:s.
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Interactive Activity:

o Participants will develop a basic HR function plan for their MSME, focusing on attracting and
retaining talent.

Module 2: Recruitment, Selection, and Onboarding Best Practices

o Strategies for Identifying the Right Talent for Your Business:
o Understanding the business’s needs and aligning them with talent acquisition strategies.
o Developing a clear employee profile based on business requirements.
e Recruitment Channels:
o Effective recruitment methods: Job portals, social media, networking, referrals.
o Using digital platforms and networking to expand recruitment reach.
e Screening, Interviewing, and Selecting the Right Candidates:
o Best practices in screening resumes and shortlisting candidates.
o Techniques for conducting structured interviews.
o How to evaluate candidates and ensure cultural fit.
e Creating Effective Onboarding Programs for New Employees:
o Designing an efficient and engaging onboarding process.
o Ensuring new hires integrate smoothly into the company culture.

Practical Exercise:

o Participants will design a recruitment plan and onboarding checklist tailored to their business
needs.

Module 3: Employee Development, Training, and Performance Management

¢ Creating a Culture of Learning and Development in MSMEs:
o The importance of continuous learning and development in small businesses.
o How to foster a culture where employees are encouraged to grow professionally.
e Identifying Employee Training Needs and Designing Programs:
o How to assess training needs based on business goals and employee performance.
o Designing impactful training programs that improve skills and productivity.
o Performance Appraisal Systems:
o Setting SMART goals for employees.
o Techniques for giving constructive feedback and conducting performance reviews.
o Designing a fair and transparent performance management system.
 Employee Engagement and Retention Strategies for MSMEs:
o Employee engagement techniques to improve productivity and job satisfaction.



o How to retain talent through recognition, career development, and work-life balance.
Group Activity:

e Participants will develop a training plan and performance review system that aligns with their
business objectives.

Module 4: HR Compliance, Payroll Management, and Employee Welfare

Ensuring Compliance with Indian HR and Labour Laws for MSMEs:
o Overview of HR laws relevant to MSMEs in India: Provident Fund (PF), ESI, Gratuity,
and Bonus.
o The importance of adhering to legal obligations to avoid penalties and disputes.
Payroll Management and Statutory Deductions:
o Understanding payroll management and statutory deductions.
o How to ensure compliance with tax laws and labour regulations when processing
payroll.
Employee Welfare and Benefits:
o The importance of employee welfare programs, such as health insurance and leave

policies.
o How to develop benefits packages that attract and retain employees.
e HR Policies for MSMEs:
o Creating employee handbooks and codes of conduct to set clear expectations and
standards.

o Designing HR policies that are aligned with legal requirements and company culture.
Final Activity:

o Participants will create an HR compliance checklist and payroll management plan tailored to
their MSME.

Course Structure
The course consists of four modules:

1. Introduction to Talent Management and HR for MSMEs

2. Recruitment, Selection, and Onboarding Best Practices

3. Employee Development, Training, and Performance Management
4. HR Compliance, Payroll Management, and Employee Welfare



Teaching Methods

o Lectures: Delivering core knowledge on talent management and HR practices.

o Case Studies: Exploring real-life examples and case studies to highlight key HR challenges
and solutions.

e Practical Exercises: Engaging in hands-on activities to create HR plans, policies, and
compliance checklists.

e Group Work: Collaborative problem-solving and brainstorming to develop strategies for
MSMEs.

Assessment Methods

o Interactive Exercises: Creating recruitment plans, training programs, and compliance
checklists.

e Group Activities: Designing performance review systems and employee development
strategies.

o Participation: Engaging in discussions and providing feedback on each other’s HR plans.

Learning Outcomes
By the end of this course, participants will:

1. Understand the importance of effective talent management in MSME:s.
Be equipped with strategies to attract, recruit, and retain the right talent.

3. Gain knowledge in designing employee development programs, performance management
systems, and HR policies.

4. Learn how to ensure compliance with HR and labour laws, including payroll management and
employee welfare.

Target Audience:

Aspiring and existing entrepreneurs, particularly those running MSMESs, who wish to develop
sustainable and effective HR practices to manage talent, comply with legal requirements, and foster
employee growth



NOTES

Session 1: Introduction to Talent Management and HR for MSMEs

Topics Covered:

1. Importance of Talent Management for Entrepreneurs and MSMEs

o Talent as a Key Asset:
In any business, especially for MSMESs, talent is one of the most critical assets. The success
and growth of a business depend largely on the ability to attract, manage, and retain the right
talent. For entrepreneurs, investing in talent management ensures a competitive edge in the
market, drives innovation, and boosts productivity.

o Impact on Business Sustainability:
Effective talent management practices help MSMESs build strong teams, improve efficiency,
and create a culture of growth. This is essential for long-term business sustainability. Poor
talent management can result in high turnover rates, low employee morale, and a lack of
innovation.

o Cost-Effective Strategies:
For small businesses with limited budgets, talent management allows for optimal resource
allocation. By focusing on the right people and skills, MSMEs can achieve better results
without the need for large teams or high investments.

o Promotes a Positive Work Culture:

By implementing strong HR practices, MSMEs create a healthy work environment that attracts



skilled individuals. A positive company culture leads to better employee engagement, lower

turnover, and improved performance.

2. Key HR Functions in Small Businesses: Recruitment, Training, Retention, and Performance

Management

Recruitment:
MSME:s need to focus on attracting candidates who not only have the required skills but also
align with the company’s values and culture. Recruitment should be a structured process that
includes:

o Defining job roles and responsibilities clearly

o Sourcing candidates from relevant channels like job portals, social media, referrals, and

networking

o Conducting effective interviews and assessments
Training:
Employee training is crucial for business growth and performance. Given the resource
constraints in MSMESs, training programs must be designed to address the most critical skill
gaps and boost employee capabilities.

o Identify key training needs based on job roles and business goals

o Develop cost-effective training programs (in-house, online, or on-the-job training)

o Continuous development to keep up with industry trends and technologies
Retention:
Retaining top talent in MSMESs can be challenging but is essential for business continuity.
Retention strategies include:

o Competitive salaries and benefits

o Opportunities for career growth and skill development

o Creating a positive work-life balance environment

o Recognizing and rewarding employees’ achievements



e Performance Management:
MSMESs should develop a simple but effective performance management system to assess
employee productivity and development.
o Set clear goals and performance expectations
o Provide regular feedback and performance reviews
o Align employee goals with business objectives

o Implement rewards or corrective actions as needed

3. Talent Challenges in MSMEs: Attracting and Retaining Talent

o Challenges in Attracting Talent:

o Limited Financial Resources: Many MSMEs may not be able to offer competitive
salaries or benefits compared to larger organizations. This can make it difficult to
attract top talent.

o Brand Recognition: Smaller businesses may struggle with brand visibility and
attracting skilled professionals who are looking for stable or larger organizations.

o Limited Resources for Recruitment: Unlike large companies, MSMEs may not have
dedicated HR teams or sophisticated recruitment processes, making it harder to find
suitable candidates.

o Challenges in Retaining Talent:

o Limited Growth Opportunities: MSMEs often have fewer opportunities for career
advancement, which can lead employees to leave for larger organizations with better
growth prospects.

o Workload and Stress: Employees in small businesses may face heavy workloads,
leading to burnout or dissatisfaction.

o Lack of Recognition or Reward: Without formal performance management systems,
employees may feel undervalued, impacting retention.

e Solutions to Address These Challenges:



Develop an Attractive Work Culture: Focus on creating a positive, inclusive work
environment where employees feel valued.

Non-Monetary Benefits: Offer flexible work arrangements, recognition programs, and
opportunities for skill development.

Leverage Technology for Recruitment: Use cost-effective tools like social media, job

portals, and networking to attract the right talent.

4. HR Laws and Regulations Relevant to MSMEs in India (Labor Laws, Employment Contracts, ESI,

EPF, etc.)

e Labor Laws:

MSMEs must comply with Indian labor laws to avoid legal challenges. Key regulations

include:

@)

The Industrial Disputes Act, 1947: Governs the settlement of disputes between
employers and employees.

The Payment of Gratuity Act, 1972: Employees are entitled to gratuity if they have
worked for a company for more than five years.

The Minimum Wages Act, 1948: Mandates minimum wages for employees in specific

sectors.

o Employment Contracts:

Every MSME must have well-drafted employment contracts to define the terms of

employment, including job responsibilities, compensation, and other relevant policies. This

helps avoid misunderstandings and ensures clarity.

o Employee State Insurance (ESI):

MSMEs are required to register employees under the ESI scheme if they have 10 or more

employees, covering them for health insurance, maternity benefits, and other medical benefits.

o Employees’ Provident Fund (EPF):

MSMEs with 20 or more employees must register with the EPF organization. Both employer



and employee contribute a percentage of the employee’s salary toward the employee’s
retirement fund.
e Other Relevant Regulations:
o The Factories Act, 1948: Ensures safety, health, and welfare of workers in factories.
o The Shops and Establishments Act: Governs the working hours, holidays, and pay for

employees in shops and commercial establishments.

Interactive Activity:

Objective:
Participants will develop a basic HR function plan for their MSME, focusing on attracting talent.

Activity Instructions:

e Step 1: Each participant will outline the key HR functions needed for their MSME, with a
specific focus on recruitment.

e Step 2: They will identify the most suitable recruitment channels for their business based on
budget and target candidates (job portals, social media, employee referrals).

o Step 3: Participants will brainstorm ways to attract top talent despite the limitations of being
a small business (e.g., offering flexible work hours, growth opportunities, and a positive work
culture).

o Step 4: Each participant will share their HR function plan with the group, and receive feedback

from peers and the trainer.

This activity encourages participants to create a practical HR function plan that they can implement

immediately in their own MSMEs, fostering better recruitment and talent management practices.



By the end of this session, participants will have a clear understanding of the importance of talent
management, the key HR functions necessary for MSMEs, and practical solutions to address the

challenges of attracting and retaining talent.

Session 2: Recruitment, Selection, and Onboarding Best Practices

Topics Covered:

1. Strategies for Identifying the Right Talent for Your Business

e Understanding Business Needs:
Before recruiting, it is essential to understand your business’s short-term and long-term needs.
Identify the skills and roles that are critical to achieving business goals. For MSMEs, this often
involves understanding the various roles employees will play in scaling the business, from
customer service to finance to operations.

e Cultural Fit:
Hiring the right talent isn’t just about skills; it’s also about cultural fit. Candidates who align
with the company’s values and work culture are more likely to stay longer and contribute
positively to the organization’s growth. Therefore, it’s essential to identify candidates who not
only have the required qualifications but also fit within the organizational culture.

e Job Role Clarity:
Clearly define the job role and responsibilities. For MSMEs, employees often wear multiple

hats, so job descriptions must be flexible but also specific enough to ensure the right



expectations are set for potential candidates. Consider the scope of the role and potential
growth opportunities.

o Assessing Skills and Experience:
Evaluate candidates based on both technical and soft skills. MSMEs need employees who are
adaptable, can take on diverse roles, and have the necessary skills to manage multiple
responsibilities. Conducting skill assessments or practical tasks can help determine if a
candidate has the practical abilities needed for the job.

o Use of Job Specifications:
Job specifications should detail the qualifications, experience, skills, and personal traits
required for a role. This serves as a blueprint for the hiring process, ensuring that candidates

meet the company’s needs in terms of both competency and personality.

2. Recruitment Channels: Job Portals, Social Media, Networking, Referrals

¢ Job Portals:
Job portals like Naukri, Monster, Indeed, and LinkedIn are popular platforms for posting job
openings and reaching a wide pool of candidates. MSMEs can use these platforms to target
individuals actively seeking new job opportunities. However, MSMEs need to be strategic
about using these platforms, especially when recruiting for specific roles.
o Pros: Wide reach, ability to filter applicants, easy tracking of candidates.
o Cons: Can attract a large volume of applicants, many of whom may not be suitable for
the role.
e Social Media:
Social media platforms such as LinkedIn, Facebook, Twitter, and Instagram can be powerful
tools for recruitment. Posting about job openings on your business’s social media pages can
attract candidates who are already familiar with your brand and mission.
o Pros: Access to passive candidates (those not actively looking for a job), direct

engagement with potential hires, lower cost.



o Cons: Requires regular content engagement, may not reach niche professionals.
Networking:
Networking is an effective way to identify candidates. Entrepreneurs and MSME owners can
attend industry conferences, webinars, and meet-ups to connect with potential candidates.
Building relationships with other business owners or industry professionals can help
recommend qualified candidates for open roles.
o Pros: Personal recommendations, access to high-quality candidates, can build trust
early in the recruitment process.
o Cons: Limited pool of candidates, dependent on networking connections.
Referrals:
Employee referrals are often one of the best sources of new hires. Encouraging current
employees to recommend friends, family, or professional contacts helps ensure candidates are
pre-vetted and have an understanding of the company’s culture.
o Pros: High-quality candidates who fit the company culture, lower recruitment costs,
faster hiring process.
o Cons: Limited to employees' networks, potential for biased hiring.
Job Fairs and Campus Recruitment:
MSMEs can also participate in job fairs and engage with local universities for campus
recruitment. This helps tap into a pool of young talent eager to start their careers. For MSMEs,

this can be a great way to find interns or entry-level employees with fresh perspectives.

3. Screening, Interviewing, and Selecting the Right Candidates

Screening:
The screening process involves reviewing resumes, cover letters, and job applications to ensure
that candidates meet the basic qualifications for the role. For MSME:gs, this is often the first step

in narrowing down the candidate pool. Use screening tools such as:



o Applicant Tracking Systems (ATS): These help organize applications, track
candidates, and filter out resumes that don’t meet the basic requirements.
o Pre-screening Calls: Short phone interviews can be used to verify information, such as
availability and salary expectations.
Interviewing:
The interview process should be designed to assess both the technical and behavioral suitability
of candidates. Different types of interviews can be used:
o Structured Interviews: Pre-defined set of questions to ensure consistency across all
candidates.
o Unstructured Interviews: More conversational and flexible but can be prone to bias.
o Behavioral Interviews: Focus on how candidates have behaved in past situations. This
helps predict how they may act in similar scenarios in the future.
o Technical Assessments or Task-Based Interviews: For roles that require specific
technical skills, practical tests or problem-solving tasks can be used to assess

competency.
Key points to consider during interviews:

o Clear communication of job expectations.
o Assessing cultural fit through alignment with company values.
o Checking references for past work performance.
Selection Criteria:
After the interview process, assess each candidate against the job requirements. This involves:
o Evaluating technical skills and qualifications.
o Assessing soft skills such as communication, problem-solving, and adaptability.
o Determining cultural fit and whether the candidate shares the company’s values and
vision.
o Considering long-term potential—how well the candidate will adapt and grow within

the company.



4. Creating Effective Onboarding Programs for New Employees

e The Importance of Onboarding:

Onboarding is a critical process for integrating new employees into the organization. A good

onboarding program helps new hires feel welcomed, provides them with the necessary

information to perform their roles effectively, and sets the stage for long-term success.

o Components of a Good Onboarding Program:

@)

Pre-boarding: Send new employees essential information before their first day, such
as their role, team members, company policies, and benefits. This reduces the stress on
the first day.

Orientation Session: Introduce the company’s mission, vision, culture, and
organizational structure. This is important for building engagement early on.
Training: Provide employees with the necessary resources and training to perform
their jobs effectively. This could be job-specific training, product/service knowledge, or
general company procedures.

Mentorship and Support: Assign a mentor or a go-to person for new employees to
guide them through their initial weeks and help them feel supported.

Feedback and Review: After the first few weeks, have regular check-ins to assess the

employee’s comfort level, clarify expectations, and provide necessary feedback.

e Technology for Onboarding:

For MSMEs, using tools like Google Workspace, Zoom, or specific onboarding platforms can

help streamline the process, especially if the team is remote or dispersed.



Practical Exercise:

Objective:

Participants will design a recruitment plan and onboarding checklist for their business.
Activity Instructions:

e Step 1: Participants will outline a recruitment plan for their MSME, focusing on:
o Key roles they need to fill.
o Recruitment channels they plan to use (e.g., job portals, referrals, social media).
o Key screening and interview strategies.
o Step 2: Participants will create an onboarding checklist, including:
o Essential documents and information for the new hire.
o The training and orientation process.
o Tools and resources needed for the new employee to succeed in their role.
o Scheduled check-ins and feedback sessions for the first few weeks.

o Step 3: Participants will present their plans to the group for feedback and suggestions.

By the end of this session, participants will have a clear understanding of how to recruit the right
talent, select candidates effectively, and onboard them successfully into their MSMEs. This will
empower them to create a smooth and efficient hiring process, ensuring that new hires are well-

prepared and integrated into the business culture.



Session 3: Employee Development, Training, and Performance Management

Topics Covered:

1. Creating a Culture of Learning and Development in MSMEs

e Why a Learning Culture Matters:
A culture of learning and development is essential for the growth of both employees and the
organization. In MSMEs, where resources are often limited, creating an environment that
encourages continuous learning can help improve employee skills, foster innovation, and
increase job satisfaction.

o Increased Productivity: When employees are well-trained, they are more efficient in
their roles, leading to higher productivity.

o Employee Retention: A company that invests in employee development is more likely
to retain its talent. Employees are more motivated to stay with an organization where
they can grow professionally.

o Adaptability: In an ever-changing business environment, especially in the digital age,
a learning culture ensures that employees can adapt to new technologies, market trends,

and company needs.

e Building a Learning Culture in MSMEs:
o Lead by Example: Leaders and managers must prioritize learning themselves and

encourage it within their teams.



o Provide Access to Learning Opportunities: Even if budget is limited, there are many
low-cost or free learning resources (like online courses, webinars, and local
workshops).

o Encourage Knowledge Sharing: Promote a collaborative environment where
employees can share their expertise, experiences, and learning with others.

o Reward Learning Achievements: Recognize employees who actively engage in
professional development to motivate others to follow suit.

e Creating a Growth Mindset:
Instill the belief that skills and abilities can be developed through dedication and hard work.
This mindset encourages employees to take on new challenges and continuously strive to

improve.

2. Identifying Employee Training Needs and Designing Programs

o Assessing Training Needs:
MSMESs must identify the skills gap within their teams and tailor training programs
accordingly. Effective training programs begin with a clear understanding of what employees
need to learn.

o Job Analysis: Review job roles and responsibilities to identify the skills needed for
each position. What tasks do employees find challenging? Where do they need
improvement?

o Performance Reviews: Use performance appraisals, feedback from supervisors, and
employee self-assessments to determine training needs.

o Employee Feedback: Engage employees in conversations about their career goals and
areas where they feel they need more development.

o Business Goals Alignment: Training should align with the business’s objectives. For
example, if the company is expanding into new markets or adopting new technology,

employees may need training in those areas.



e Designing Effective Training Programs:
o Types of Training:
= On-the-Job Training: Hands-on experience while working on the job. Ideal for
MSMEs with limited budgets.
=  Workshops and Seminars: Provide structured learning experiences, either in-
house or external, that focus on specific skills.
= E-Learning and Online Courses: Cost-effective training solutions that
employees can access at their convenience.
= Mentoring and Coaching: One-on-one development programs with senior
employees or external experts.
o Customization: Tailor training programs to suit the specific needs of each employee or
role.
o Practical Application: Ensure that training includes practical exercises and real-world
scenarios that employees will face in their roles.
o Short-Term and Long-Term Training Plans: Provide employees with both
immediate skills for their current roles and long-term career development opportunities.
o Evaluating Training Effectiveness:
o Feedback from Participants: Ask employees for feedback on the training session.
o Assess Learning Outcomes: Test employees on the knowledge and skills they have
gained.
o Measure Impact on Performance: Track whether training has resulted in improved

job performance, productivity, or customer satisfaction.

3. Performance Appraisal Systems: Goal-Setting, Feedback, and Employee Motivation



Goal-Setting:
A clear goal-setting process is vital for both employee and organizational growth. Effective
goal-setting involves:

o SMART Goals: Ensure that goals are Specific, Measurable, Achievable, Relevant, and
Time-bound.

o Aligning Employee Goals with Organizational Objectives: Employee goals should
contribute to the company’s overall business strategy. This helps employees understand
their role in the company’s success.

o Short-Term and Long-Term Goals: Set both immediate, achievable targets (e.g.,
monthly sales quotas) and long-term goals (e.g., career development milestones).

Feedback Mechanism:
Constructive feedback is essential to help employees grow and improve. It should be:

o Timely: Feedback should be given regularly, not just during annual performance
reviews.

o Specific: Address specific behaviors or actions rather than general comments.

o Balanced: Provide both positive reinforcement for good performance and constructive
criticism for areas of improvement.

o Two-Way Communication: Encourage employees to share their feedback on the work
environment, processes, and leadership to create a culture of open communication.

Employee Motivation through Performance Management:

o Recognition and Rewards: Recognize top performers in meaningful ways. This can
include bonuses, awards, public recognition, or additional responsibilities. Non-
monetary recognition, like employee of the month programs or personalized thank-you
notes, can also be effective in MSMEs.

o Career Development Opportunities: Providing opportunities for advancement or skill
enhancement can motivate employees to perform better.

o Performance-Based Incentives: Implementing incentive programs where employees

can earn rewards based on their performance encourages a results-driven culture.



o

Employee Engagement: Engaged employees are motivated, productive, and less likely
to leave. Regular surveys, team-building activities, and fostering a sense of ownership

in the business can improve employee engagement.

4. Employee Engagement and Retention Strategies for MSMEs

e Creating an Engaging Work Environment:

o

Open Communication: Foster transparency in communication at all levels of the
organization. Regular updates from leadership, open-door policies, and feedback loops
keep employees informed and involved.

Work-Life Balance: Ensure that employees have reasonable work hours and flexibility
to balance work and personal commitments. This is particularly crucial in MSMEs,
where employees often juggle multiple responsibilities.

Job Enrichment: Allow employees to take on challenging and meaningful tasks,
which can increase job satisfaction and motivation. In MSMEs, employees often have
the opportunity to diversify their roles and gain exposure to different functions of the

business.

o Recognizing Employee Contributions:

Employees who feel valued are more likely to stay with the company. Implement regular

recognition programs that highlight employee accomplishments and efforts, both big and small.

e Retention Strategies:

o

Competitive Compensation: Offer salaries and benefits that are competitive within the
industry, even if they are slightly lower than larger organizations.

Career Development: Provide clear career progression paths and opportunities for
employees to learn new skills or take on more responsibility.

Employee Well-Being: Address employee welfare by offering health benefits, stress-

relief programs, and wellness initiatives that promote work-life balance.



Group Activity:

Objective:

Participants will work on developing a training plan and performance review system for their business.
Activity Instructions:

e Step 1: Participants will begin by identifying the training needs of their employees based on
the roles within their MSME. They will consider which skills need to be developed for the
business to grow.

o Develop a training plan that addresses these needs with specific training types (e.g.,
on-the-job training, workshops, online courses).
o Identify how they will evaluate the success of training programs.

o Step 2: Participants will design a performance review system for their employees.

o Determine the process for setting performance goals and reviewing them regularly.

o Identify ways to give constructive feedback and recognize employees.

o Consider employee motivation techniques and how they will link performance to
rewards and incentives.

o Step 3: Present the training plan and performance review system to the group for feedback and

suggestions.

By the end of this session, participants will have the tools and knowledge to create effective employee
development programs, implement performance management systems, and foster employee
engagement and retention. These strategies are essential for improving workforce productivity and

supporting long-term growth in MSME:s.



Session 4: HR Compliance, Payroll Management, and Employee Welfare

Topics Covered:

1. Ensuring Compliance with Indian HR and Labour Laws for MSMEs

e Why HR Compliance Matters:
HR compliance is crucial for MSMEs to avoid legal risks, penalties, and litigation. Adhering to
Indian labor laws ensures fair treatment of employees, improves employee satisfaction, and helps
businesses maintain a positive reputation.
e Key Labour Laws for MSME:s in India:
1. The Payment of Gratuity Act, 1972:
= Ensures that employees who have completed at least 5 years of continuous service in an
organization are entitled to a gratuity payment at the time of their retirement, resignation, or
termination.
»= The amount is calculated based on the last drawn salary and years of service.
2. Employees’ Provident Fund (EPF):
= A mandatory retirement savings scheme for employees earning a basic salary of up to
%15,000 per month.
= Both the employer and the employee contribute a percentage of the salary (12% each) to
the EPF.
= EPF is managed by the Employees' Provident Fund Organisation (EPFO).
3. Employees' State Insurance (ESI):
= ESI provides social security benefits to employees in case of illness, maternity, or
workplace injury.
= Employers with more than 10 employees must register under the EST Act.

= The contribution is split between the employer (4.75%) and the employee (1.75%).



Minimum Wages Act, 1948:
= Establishes minimum wage levels for different sectors, ensuring that employees are paid
fair compensation for their work.
= MSMESs must adhere to these wage standards to avoid legal penalties.
The Factories Act, 1948 (if applicable):
= Regulates working conditions in factories, including working hours, overtime pay, health,
and safety standards.
= Requires businesses to ensure employees' health and safety in hazardous environments.
The Maternity Benefit Act, 1961:
= Provides female employees with maternity leave (usually 12 weeks), during which they are
entitled to paid leave.
=  MSMESs must comply with this act, ensuring that eligible employees are granted maternity
leave without any discrimination.
The Industrial Disputes Act, 1947:
= Regulates the resolution of disputes between employers and employees.

= Ensures that workers have the right to organize and engage in collective bargaining.

Key Compliance Steps for MSMEs:

1.

Registering with relevant authorities: Ensure that the business is registered with EPF, ESI,
and other regulatory bodies.

Documentation and Record-Keeping: Maintain employee records, payroll information,
contracts, and compliance reports. These should be easily accessible for audits.

Periodic Filings and Payments: Ensure timely payment of statutory dues (EPF, ESI, etc.) and
file necessary returns as required by law.

Audit and Review: Regular audits ensure that all legal requirements are met, and any

discrepancies are addressed promptly.



2. Payroll Management and Statutory Deductions

1.

Importance of Payroll Management:
Payroll management ensures employees are compensated accurately and on time while
maintaining compliance with labor laws. It includes salary calculations, tax deductions, and
statutory contributions.
Key Elements of Payroll Management:
Gross Salary:
The total earnings of an employee before any deductions (includes basic salary, allowances,
and other benefits).
Deductions:
= Tax Deductions: Employers are responsible for withholding income tax (TDS) from
employees’ salaries as per the Income Tax Act, 1961.
* Provident Fund (PF) Contributions: The employer contributes to the PF (12% of
basic salary), and employees’ contributions are deducted from their salary.
* Employees' State Insurance (ESI) Contributions: Contributions from both the
employer and employee for social security benefits.
* Professional Tax (if applicable): Some states charge a professional tax on employees,
which is deducted by the employer.
* Gratuity (where applicable): Gratuity is accrued and paid out to employees after 5

years of service.

. Net Salary:

The amount an employee receives after deductions have been made. The net salary is the
actual payment made to the employee.

Pay Slips:

Pay slips should be issued to employees monthly, clearly stating the gross salary, deductions,
and net salary. These should also include other details like leave balances and overtime pay.

Tools for Payroll Management:



1. Payroll Software: Software like Tally, QuickBooks, or other HRMS solutions can automate
payroll, tax calculations, and statutory deductions. These tools help ensure accuracy and
reduce human errors.

2. Manual Payroll (if necessary): MSMEs with fewer employees can manually calculate

payroll using spreadsheets, but this is more prone to errors.

o Tax and Compliance Filing:
1. TDS (Tax Deducted at Source): Employers must calculate and deduct income tax at source
and file quarterly returns (Form 24Q) with the Income Tax Department.
2. EPF, ESI, and other contributions: Timely remittance of these deductions must be made
through online portals, as per due dates set by the government.
o Challenges in Payroll Management for MSMEs:
1. Ensuring compliance with the constantly changing tax laws and regulations.
2. Managing payroll for a small workforce with varying pay structures.

3. Keeping accurate records for audits and legal purposes.

3. Employee Welfare and Benefits: Health Insurance, Leave Policies, and Work-Life Balance

o Employee Welfare:
Employee welfare refers to the various programs and benefits that improve employees’ quality
of life and job satisfaction. It goes beyond salary and includes support for employees' physical
and mental well-being.
o Health Insurance:
o Importance of Health Insurance: Many MSME:s are not legally required to provide
health insurance to their employees, but offering it can enhance retention, morale, and

employee satisfaction.



o

Options for MSMEs: MSMEs can partner with insurance companies to offer group
health insurance policies to employees. Employers can cover the full cost or share the

premiums with employees.

o Leave Policies:

o

@)

o

@)

Annual Leave (Paid Time Off): Employees are entitled to a certain number of paid
leave days each year (typically around 12-21 days).

Sick Leave: Sick leave is provided for employees unable to work due to illness, and the
number of days varies based on company policies.

Casual Leave: Employees can take casual leave for personal reasons, which is
typically limited to a few days per year.

Maternity Leave: Female employees are entitled to maternity leave (12 weeks as per

the Maternity Benefit Act) during and after childbirth.

¢« Work-Life Balance:

@)

@)

MSMEs should create an environment where employees can balance their professional
and personal lives. This can be achieved through:

= Flexible working hours.

= Remote work options (especially for administrative roles).

= Regular breaks and stress-relief programs.
Encouraging a healthy work-life balance can reduce burnout, increase productivity, and

improve employee satisfaction.

e Other Employee Benefits:

o

Retirement Benefits: Beyond EPF, MSMEs can offer additional retirement benefits
like Pension Schemes or Voluntary Provident Fund (VPF).
Bonus and Incentives: MSMEs may offer annual bonuses or performance-based

incentives to encourage high performance and loyalty.



4. HR Policies for MSMEs: Employee Handbook and Code of Conduct

o Importance of HR Policies:
Well-defined HR policies provide a structured framework for managing employees, resolving
disputes, and ensuring compliance with labor laws. They help set clear expectations and
prevent misunderstandings between employees and employers.

 Employee Handbook:
An employee handbook outlines the company’s policies, including its approach to recruitment,
employee behavior, leave, pay, and other benefits. It serves as a guide for employees, ensuring

they are aware of their rights and obligations.

Key sections to include:

o Company overview and values.
o Code of conduct and workplace behavior expectations.
o Recruitment, training, and development policies.
o Leave and attendance policies.
o Salary and benefits structure.
o Disciplinary procedures.

e Code of Conduct:

A code of conduct sets out the expected behaviors for employees. It should outline policies on:

o Workplace ethics, integrity, and respect.
o Anti-discrimination and anti-harassment policies.
o Conflict resolution and grievance redressal.

o Health and safety policies.



Final Activity:

Objective:

Participants will create an HR compliance checklist and payroll management plan for their MSME.
Activity Instructions:

o Step 1: Participants will develop a compliance checklist that includes all relevant labor laws
(EPF, ESI, Gratuity, etc.), their registration and payment deadlines, and documentation
requirements.

e Step 2: Participants will create a payroll management plan that includes salary structures,
deductions, tax calculations, and filing schedules for statutory payments.

o Step 3: Present the HR compliance checklist and payroll management plan to the group for

feedback and suggestions.

By the end of this session, participants will have a solid understanding of HR compliance
requirements, payroll management practices, and employee welfare strategies for MSMEs. They will
also be equipped to implement these systems within their businesses to ensure legal compliance,

improve employee satisfaction, and foster a productive work environment.
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