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Abstract 

In India, the MSME sector possesses the main role in advancing the development of the economy through the 

creation of jobs, increasement, and equalization of incomes. The expansion of this sector is extremely 

important, as it holds latchkey of our economy in terms of extensive growth. According to World Bank (2018), 

MSMEs contribute approximately up to 45% of total employment, 33% of GDP, and 40% of exports in 

emerging economies. This paper aims to review the literature on responsible business practices and to evaluate 

the degree of comprehension and implementation of responsibilities to develop an understanding of the 

overlooked area of micro, small and medium enterprises in India. The research studies conducted so far show 

that there are very limited studies in such context for developing nations and hence results of the developed 

nation can’t be generalized to developing nations and also identified that there is a lack of knowledge about 

socially responsible business practices among the owners of MSMEs. So, to understand various related 

concepts of responsibility towards the environment and society, the researcher has selected limited but relevant 

national and international research papers based on the purposive sampling method of non- probability 

technique. The literature is analyzed based on the year and aim of research to identify the various types of 

responsibilities to develop the potential of MSMEs. 
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Introduction 

The environment in which business operates is rapidly changing due to various internal and external factors of 

the business and due to these changing environments, greater importance is placed on socially responsible 

practices of businesses today in terms of corporate social responsibility and other ethical practices of 

businesses. Earlier, businesses were expected to implement social practices voluntarily without any 

implementation of strict laws, but, with changing times, these things are turning to be mandatory for 

businesses, either by regulations of the regulating body or by law or by both. 

Previously, socially responsible business practices were only expected from large corporations, but small and 

medium businesses were excluded from that list but with changing times, now these responsibilities are also 

expected from small and medium businesses. Unlike, large enterprises, small enterprises also conduct their 
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operations in the business environment. As well we know, most businesses around the world are small, so for 

being socially responsible we need to swap the western concept of ‘responsibilities of large corporations’ to 

‘Small and medium business responsibilities’ (Gulati et al.,2018). Now, these responsibilities are growing in 

recognition from all types and sizes of businesses i.e., all businesses get resources from society, so they owe 

certain duties towards society. 

Many studies claim that MSME’s plays a major role by contributing significantly to our world economy by 

generating employment, contributing to GDP, rising exports, etc. (Chakraborti, et al., 2018; Bell 2015; Parker 

et al.,2009). According to World Bank (2018), MSMEs contribute approximately up to 45% of 

total employment, 33% of GDP, and 40% of exports in emerging economies. 

It is also found that most of the literature focuses on social practices by MSME’s have been conducted in 

developed countries (Chakraborti, et al.,2018; Jamali et al.,2017; Ma, J.,2012). The results of developed 

nations can’t be generalized to Indian MSMEs. Little is known about ethical practices of business in India 

because there are very limited studies available in this regard. 

Studies on Indian MSMEs and their responsible business practices (Chakraborti, et al., 2018; 

McMurrian et al.,2016; Agarwal et al.,2015; Roy et al.,2013; Parker et al.,2009) asserts 

 There is no knowledge about socially responsible practices to the owners of MSMEs as well they either 

view these activities either as compulsion by-laws or from viewpoint of philanthropic activities 

(Chakraborti, et al., 2018). 

 Many MSMEs owners think that it only adds costs to them, but these generate value for the firm further 

enhancing their profitability and performance (McMurrian et al.,2016). 

 Apart from significant contributions by MSMEs in the world economy, MSMEs are also responsible 

for around 60% of carbon dioxide emissions and 70% of all pollution (Parker et al.,2009). 

There is a need for more studies regarding socially responsible practice in Indian MSMEs, so this study aims to 

review the literature on responsible business practices and to evaluate the degree of comprehension and 

implementation of responsibilities to develop an understanding of the overlooked area of micro, small and 

medium enterprises in India. 

 

 

The MSMEs in India  

MSMEs sector has been come up from the past few years only after being significantly contributing to the 

employment sector, manufacturing of outputs, and gearing up exports of the economy. The expansion of this 

sector is extremely important, as it holds latchkey of our economy in terms of extensive growth. 

The MSME sector is an important pillar of the Indian economy as it contributes greatly to the GDP of the 

Indian economy with a vast network of around 30 million units, creating employment of about 70 million, 

manufacturing more than 6000 products, contributing about 45% to manufacturing output and about 40% of 

exports, directly and indirectly (Dey, S.K.2014).  

According to World Bank (2018), MSMEs contribute approximately up to 45% of total employment, 33% 

of GDP, and 40% of exports in emerging economies. 

The definition of MSME varies from nation to nation and the study on MSMEs in India is still in its infancy 

stage as very little literature is available about this sector in terms of their performance on impeccable practices 

of business. The criterion usually depends upon the number of employees in an organization, the value of 

assets an enterprise holds, or the annual turnover of an organization (Chakraborti et al., 2018).  

According to revised classification given by Finance Minister, there is no difference between manufacturing 

and service enterprises and is applicable w.e.f 1st July 2020- 
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The Responsible Business Practices 

Being responsible means paying due attention to the various concerns and interests of the multiple stakeholders 

of the firm. In general, Responsible business practices means the responsibility of firms towards its various 

stakeholders (Chakraborti et al., 2018). It is a wider term covering various practices like social responsibility, 

business ethics, environmental sustainability, code of ethics, effective leadership, organizational values, annual 

report, certification, 3R’s, work-life balance, work with local NGOs, Quality improvement, green innovation, 

etc. (Jenkins,2006; Moore et al.,2006; Moore et al.,2009). 

Different scholars have different answers to this question because being responsible means many things. 

 

 

Objectives of the Study 

 To review the literature on responsible business practices and to evaluate the degree of comprehension 

and implementation of responsibilities to develop an understanding of the overlooked area of micro, 

small and medium enterprises in India. 

 

 To find out the challenges and constraints on the path of practicing responsible practices. 

 

 To find the perception that is being held by MSMEs owners about responsible practices. 

 

 To find out the literature gap. 

 

 

Literature Review 

The literature on MSMEs is responsible practices are quite abundant but only in the context of developed 

countries. For this study, our main concern is regarding Indian MSMEs' responsible practices, so we have 

selected a few major studies. 

The literature specifically concerning responsible business practices and small firms is limited. 

 

 Danso et al., (2019) surveyed and analyzed, 233 SMEs in Ghana and found that both the natural 

environment and business environment are inseparable as they both operate altogether. So, to link between 

stakeholder integration and a firm’s performance, environmental sustainability orientation is much needed. 

 

Eijdenberg, E. L. (2019) interviewed with 168 MSMEs owners in Tanzania (a least developing nation) 

that sustainability orientation has a significant effect on the performance of businesses and also concluded that 

results of one nation can’t be generalized to other by endorsing the statement ‘one size doesn’t fit all’. 

 

Singh, (2019) focuses on how MSMEs are affecting the environment and society just because of 

fulfilling its profit motive therefore it is very important to keep eye on its core operations with the help of 

sustainable reporting disclosures i.e., he puts focus that reporting is a must especially in the context of 

environment and society. 

 

Agyapong et al., (2018) looked for plastic waste as a major pollutant. Statistics showed that around 

5,01,875 tons of waste from plastic are generated every year and hence author conducted a survey of 500 

MSMEs in Ghana and concluded that MSMEs' contribution is significant in terms of plastic waste and also, 

they don't have any strategy to manage such waste. 

 

Chakraborti et al., (2018) surveyed and analyzed, 200 SMEs in the manufacturing and service sectors, 

in two states of India i.e., West Bengal and Odisha, and find that there is a lack of knowledge about socially 

responsible business practices among the owners of MSMEs along with scarce literature availability in the 
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Indian context and concluded that there is an imperative need for training and assistance of Indian MSME 

owners and managers to build their proficiency for responsible business practices. 

 

Farouk et al., (2018) suggests that ethical climate is the most needed climate today and incorporation of 

the code of ethics and CSR is very much desired because it not only influence employees positively but also 

improve the overall performance of an organization. 

 

Odongo et al., (2018) discloses that current responsible practices are quite low because owners don’t 

think it necessary to give proper ethical training to all employees, training is only provided to senior managers 

due to which other employees are dependent on higher authorities to perform their obligations. 

 

Czinkota, M. (2017) analyzed the relationship between ethical business practices and business activities 

in the dynamic world. The author also regarded business ethics as a Soul of business and stated if the soul 

leaves the body, the person dies, hence, in the same way, if ethical practices are removed from business the 

business dies. 

 

León, et al., (2017) pinpointed that there are weak perceptions and lack of will among owners and 

managers to initiate a complete program of social responsibility, as they feel it's voluntary and philanthropic. 

 

McMurrian et al., (2016) claimed that there is a reason for being responsible in practices. The unethical 

practices by an organization lead to higher Government interventions which in-turn makes the business 

environment tough and complex as well the pursuit of unethical practices leads to loss of trust and creates a 

bad name for an organization.  

 

Berger, R. (2015) clearly stated, firms that wish to globalize can’t even think of sparing responsible 

business practices. So, to compete at a global level there must be the installation of business ethics. 

 

Nejati et al., (2014) revealed that many small businesses believe that they have no adverse impact on 

the environment due to which they don’t feel to follow responsible practices but the reality is that they gain 

their resources from the environment only so they must follow responsible practices towards society and 

environment.   

 

Jammulamadaka, N. (2013) suggests that SMEs don’t consider responsible practices necessary on their 

account, and also, they follow the code of conduct of global corporations which serve a limited purpose to 

them, hence, government intervention is very much needed to make assure that they are responsible in their 

practices. 

 

Srinivasan, V. (2010) suggested that MSMEs are the lifeline of our emerging economy, therefore, they 

must perform their activities by being responsible in terms of CSR and ethics. 

 

Parker et al., (2009) find that MSMEs has major problems with limited resources, technical 

capabilities, and knowledge about responsible practices due to which they create negative environmental 

impact and also added apart from significant contributions by MSMEs in the world economy, MSMEs are also 

responsible for around 60% of carbon dioxide emissions and 70% of all pollution. He recognized major 

barriers to responsible practices not being followed by MSMEs are regulations, environmental commitment, 

business performance commitment, financial incentives, external demand, SMEs' environment knowledge, 

assistance, and education program. 
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Summary of Literature Review 

The literature on MSMEs responsible business practices is limited in the Indian context. The definition 

of MSMEs varies from nation to nation. The responsible business practices of MSMEs related research studies 

Conducted in different countries, like, under developing, developing, and developed countries of Europe, Asia, 

Africa, and the United States. The nature and focus of study vary from country to country. The variations are 

recognized in terms of methodology, size of firms, data collection method, listed or unlisted firms, and public 

and private firms. The common thing alone is, MSMEs are considered are major contributing sector in 

economic growth and hence named as ‘Backbone of the economy’. It is recognized that MSMEs must be 

responsible enough towards its various stakeholders, society at large, and towards the environment, in which it 

operates, from which it derives its resources. The results Generated from a study in one nation can't be 

generalized to another nation’s MSMEs. In India, it is being recognized that MSMEs exclude themselves from 

being responsible because being small. Unlike, large enterprises, small enterprises also conduct their 

operations in the business environment and get resources from society, so they owe certain duties towards 

society. Previously, even CSR was voluntary but when the government found that corporations are not 

interested in contributing, then new law was passed, Companies Act (2013), making both CSR reporting and 

CSR spending legally mandatory for qualifying corporations. Moreover, MSMEs owners think that it only 

adds costs to them, but these generate value for the firm further enhancing their profitability and performance. 

To enhance the performance of enterprises, it is very much needed that business owners must be responsible 

for its stakeholders. In case, if they follow unethical practices, it will lead to higher Government interventions 

which in-turn makes the business environment tough and complex as well the pursuit of unethical practices 

leads to loss of trust and creates a bad name for an organization.  

 

Literature Gap 

 Still little is known of responsible business practices, their relative importance, and impact on MSMEs 

performance. 

 The effect of various responsible business practices, on the performance, is not established. 

 Ethical practices of MSMEs are not yet developed as Corporate social responsibility theories and are 

designed for large firms only. 

 Major responsible business practices like corporate social responsibility, environmental sustainability, 

code of ethics, effective leadership, organizational values, etc. are interrelated and somewhat are 

interdependent. The previous studies consider some or other aspect and their effect on performance are 

lacking.  

 Most of the responsible business practice studies are related to large firms. The focus studies on 

MSMEs are lacking. 

 Most of the responsible business practice studies on MSMEs are conducted in developed countries. 

Their business environment, government laws, and culture differ a lot compared to the developing 

countries.    

 

 

Conclusion 

The economic growth and development all around the globe are positively impacted by the micro, 

small and medium enterprises (MSMEs). There is a great role being played by MSMEs in the development of 

our economy by their effective contribution to employment, production, GDP, and exports. To keep this 

growth in force, it is very much important that the MSME sector must be empowered to meet the challenges in 

the same way but by following proper responsible practices in day-to-day life. The literature findings provided 

that even after so much advancement and MSMEs being the backbone of our economic growth, even today 

MSMEs owners still think that, such responsible practices only add up the cost to them but in reality, these 

contribute to the value for the firm further enhancing their profitability and performance. Hence study 

http://www.jetir.org/


© 2022 JETIR September 2022, Volume 9, Issue 9                                                        www.jetir.org (ISSN-2349-5162) 

JETIR2209017 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org a158 
 

concludes that there is an imperative need for training and assistance of Indian MSME owners and managers to 

build their proficiency for responsible business practices and also identified that there is a lack of knowledge 

about socially responsible business practices among the owners of MSMEs. These practices are necessary for 

the growth, the profitability of businesses and also to survive in today’s competitive environment,  
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