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ABSTRACT 

 

This thesis examines the Impact of Small and Medium Enterprises (SMEs) on 

Employment in Textile Industry of Pakistan: A Study of Sindh was undertaken to find out 

if the SME sub-sector in Pakistan has performed its significant role for providing 

employment opportunities in the country or has taken revolutionary steps in this regard, 

as it has been taken in other developed countries; and if not, why, and also to identify 

remedial measures. 

The present study thus examined the economic performance of the Small and Medium 

Enterprises sub-sector of Pakistan, its problems and prospects and suggested measures to 

make the sub-sector virile and vibrant in order to play the crucial role it is expected to 

play. 

A total of 50 SMEs from textile sector of Pakistan were randomly selected for this study. 

The sample was selected from the areas of Sindh province of Pakistan including Karachi, 

Hyderabad, Matiari and Sanghar and covering virtually the forms of ownership (Sole 

Proprietorship and Partnership) in manufacturing sector of textile industry took part in the 

study. Two separate sets of questionnaires were constructed, one set for the managers and 

the other for the employees and administered on the participants. The responses to the 

questionnaires were harmonized with personal interviews of the key operators by the 

researcher. The responses of the participants were analyzed using the statistical package 

for social sciences (SPSS), which generated the frequency distributions, means, standard 

deviations, one-way analysis of variances, coefficient of correlations and paired sample t- 

test etc of the responses. 
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The main hypotheses of this research which were tested at the 0.05 level of significance 

by using one-way analysis of variance, coefficient of correlation and paired sample t-test 

pivoted on recognizing the greatest problem which SMEs face in Pakistan.  

The major findings of this study include the following: 

World wide it is believed that SMEs have played and continue to playing an imperative 

role in the development, industrialization and providing job opportunities of many 

economies. In the case of Pakistan, SMEs have also performed a significant role for 

economic development and providing employment opportunities to the people, but some 

major problems SMEs are also facing these are: political instability, law and order 

situation, rising ratio of unemployment, energy crisis and taxation problems. Our results 

relating to perceived problems of SMEs support the study of Fida (2008) who argued that 

there are also some hidden and apparent obstacles in the path of growth of small and 

medium enterprises in Pakistan. 

In general, the findings of this study identified a perceived growth of small and medium 

enterprises (SMEs) in Sindh. On this issue, overall similarity of opinion was found across 

the two groups of managers and employees. 

However, it was also revealed that Government appeared to be less serious for the 

promotion of SMEs in Sindh. The results of present study further revealed that in this 

region China and India are our major competitors in the primary textile products with the 

advantages of advanced technology and strong engineering base. In this region Pakistan 

is the only country which lacks strong engineering base. 
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The findings of our study revealed that SMEs play a very major role in the economy of 

Pakistan, foreign exchange earnings and GDP of Pakistan. The findings of our study 

relating to the SMEs are playing major role for the economic development of Pakistan are 

consistent with the findings of Abdullah (2000a). The results of this study further 

suggested that the evidence shows that both the groups of managers and the employees 

perceived more positive relating to the issue of SMEs are the major source of 

employment.  

The results also suggest more similarities than differences between the two responding 

groups of managers and the employees on the issues relating to the perceived positive 

role of textile sector in job creation, exports, role of textile in manufacturing and the 

performance of SMEs of textile sector during last five years. 

The final section discusses avenues for further research concerning impact of Small and 

Medium Enterprises (SMEs) on employment in textile industry of Pakistan in both 

developed and the developing countries. Given the continued growth in employment 

opportunities in SMEs of textile sector further research will be needed to understand 

more fully the implications of SMEs growth in the country.  
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CHAPTER 1 

INTRODUCTION 

 

This Chapter is related with the rationale of the study, setting of the study and definition 

of SMEs in Asia Pacific Economic Cooperation (APEC) member countries, definitions 

used by various institutions in Pakistan and also a unified definition provided by SME 

policy 2007. This chapter also highlights the history of cotton, definition of textile, textile 

history of various countries (India, Japan, China and Africa). In this chapter objectives, 

scope and principles of SME Policy 2007, statistical facts regarding SMEs, objectives of 

the Study, the study, choice of research site and methodology, and thesis plan are also 

discussed. 

 

1.1 ROLE OF SMEs 

 

Small and Medium Enterprises (SMEs) played a very vital role in the economic 

development of the underdeveloped as well as developed countries.  The acronym SME 

is commonly used in the European Union countries and also in international 
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organizations, such as the World Bank, the United Nations and the World Trade 

Organization (WTO). The term Small and Medium Business (SMB) is also prevailing in 

a few other countries of the world. EU Member countries conventionally had their own 

definitions of the term SME (Wikipedia, 2008).  Small and Medium Enterprises (SMEs) 

are known as the solution of economic progress, modernization and the development of 

employment, employment potential, creation of income and scientific progression in most 

advanced economies Acs and Audretsch (1990), Neck and Dockner (1987), Kotey and 

Meredith (1997), Bhutta and Asad (2008). Also maintained by Hamid and Abaidullah 

(2006) that the participation of SME sector to the economy is significant and this is 

probably to be a main feature of SME sector around the world. 

 

1.2 WHAT ARE SMEs? 

 

SMEs are usually enterprises that employ not more than 250 workers. The technical 

definition varies from country to country in the Asia-Pacific region but is usually based 

on employment, assets, or a combination of the two. Some countries have different 

definitions for SMEs in the manufacturing and services sector (Kotelnikov, 2007).  SMEs 

are defined by various ways some authors have given very important definitions of SMEs 

Fong (1971) defined that SME is a business which does not exceed the hundred workers. 

The SMEs Business generally turns around the proprietor (Carson et al., 1995; 

Nooteboom, 1994). The same point raised by the Verhees and Meulenberg (2004) that 

small firm is a business which is controlled and managed by the owner himself.  
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1.2.1 SME Definitions in Asia Pacific Economic Cooperation 

 

In Asia Pacific Economic Cooperation (APEC) member countries the definitions of 

SMEs vary from country to country these definitions are given in the following table 1.1  

Table 1.1 SME in Asia Pacific Economic Cooperation (APEC) 

Name of Country Sector of Economy Employment Others 

Australia Manufacturing Not more than 100 employees  

Services Not more than 20 employees  

Canada Manufacturing Not more than 500 employees  

Services Not more than 50 employees  

China differ with Industry generally fewer than 100 

Employees 

 

Indonesia  Not more than 100 employees  

Japan* Manufacturing Not more than 300 employees ¥100 million assets 

 Wholesaling Not more than 100 employees ¥30 million assets 

Retailing-Services Not more than 50 employees ¥10 million assets 

Korea Manufacturing Not more than 300 employees  

Services Not more than 20 employees  

Malaysia Varies (for SMI) Not more than seventy five  

employees 

Not more than RM 

2.5 million 

Philippines  Not more than 200 employees P 40 million assets 

 

Singapore 

Manufacturing  less than US$12 

million fixed assets 

Services  Not more than 100 

employees 

USA  Not more than 500 employees  

 
Source: Hall (1995), Witton (1999) and Sevilla R.C. and Soonthornthada K. (2000). 
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1.2.2 Definition of SMEs in Pakistan 

Various institutions in Pakistan have given different definitions of SMEs such as SME 

Bank, Federal Bureau of Statistics, Punjab Small Industries Corporation, Punjab 

Industries Department, Sindh Industries Department and State Bank of Pakistan, which 

are given in the following table 1.2. 

Table 1.2 SMEs Definitions used by various institutions in Pakistan 

Institution Small Medium 

SME Bank Total Assets of Rs. 20 million Total Assets of Rs. 
100 million 

Federal Bureau of Statistics Less than 10 employees N/A 

Punjab Small Industries 
Corporation 

Fixed investment up to Rs.20 million 
excluding land and building 

N/A 

Punjab Industries Department Fixed assets with Rs. 10 million excluding cost of land 

Sindh Industries Department Enterprise which is connected in handicrafts business  or 
production of consumer or manufacturer goods having capital 
investment including land & building not more than Rs. 10  
million  

State Bank of Pakistan (SME 
Prudential Regulation) 

An entity, ideally not being a public limited company, which does 
not employee more than 250 persons (manufacturing) and 50 
persons (trade / services)   and also performs one of the following 
criteria:  

(i) A trade/services concern with total assets at cost excluding land 
and buildings up to Rs 50 million.
(ii) A manufacturing concern with total assets at cost excluding 
land and building up to Rs 100 million.
(iii) Any concern (trade, services or manufacturing) with net sales 
not exceeding Rs 300 million as per latest financial statements. 

Source: SMEDA, 2007 
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1.2.3 SMEs Definition approved by SME policy 2007 

 

Pakistan does not have a single definition of Small and Medium Enterprises. Various 

Government agencies, e.g., State Bank of Pakistan (SBP), Federal Bureau of Statistics 

(FBS), Provincial Labor Depts., etc. use their own definition. Absence of a single SME 

definition makes it difficult to identify target firms, align development programs, collect 

data and monitor progress (SMEDA, 2007). Government of Pakistan may implement a 

single SME Definition that is accepted by all public and private agencies. On the other 

hand, different organizations may be allowed a two-year time frame to harmonize their 

existing SME definition in line with the SME Definition proposed in this Policy 

(SMEDA, 2007). 

Table 1.3 SME definitions recommended by SME Policy 2007 

Enterprise Category Employment Size Paid Up Capital Annual Sales 

Small & Medium 

Enterprise (SME) 

Up to 250 Up to Rs. 25 Million Up to Rs. 250 Million

Source: SMEDA (2007) “SME Led Economic Growth - Creating Jobs and Reducing 
Poverty”, SME Policy 2007, Ministry of Industries, Production & Special Initiatives, 
Government of Pakistan, Lahore, P-14 
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1.3 SME POLICY 2007 

Following are the objectives, scope and principles of SME policy 2007: 

1.3.1 Objective 

The main purpose of SMEs Policy 2007 is to present a short and a medium to long- term 

policy structure with an execution device for completing higher economic expansion 

based on SMEs guided private sector improvement. 

1.3.2 Scope 

The SME policy suggests concomitant and exact policy measures in all doable areas of 

SMEs development, which are as under: 

 Business environment 

 Access to finance 

 Human resource development 

 Support for technology up-gradation and marketing 

1.3.3 Principles 

The Policy gets it proper to prove the key principles on which it is being based. They are 

as under: 

 The recommendations projected in the SME Policy may be implemented / 

supported through SMEs Act 2006. 

 The SMEs Policy covers measures for promotion of ‘Entrepreneurship Culture’ 

and uphold for expansion of existing enterprises. 

 The SMEs Policy comprehends the dissimilar approaches needed for sustaining 

Small Enterprises as contrasting to Medium Enterprises. Consequently, separate 
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policy measures are sketched for the growth of small and medium enterprises 

wherever requisite. 

 Women and other marginalized groups are planned to receive particular focus 

within the SME Policy 

 Rural based and agro processing enterprises are planned to get particular attention 

while creating accurate support mechanisms.  

 SMEs growth suggests most feasible option for private sector led growth that 

reduces poverty and generates an enormous amount of jobs all over Pakistan. 

 SMEs growth should be at the middle stage of all economic development policies 

of Pakistan. 

 SMEs development in Pakistan will require important and concurrent measures in 

so many policy areas such as business regulations, fiscal, trade rules, labor, 

incentives and support. 

 SME face intrinsic disadvantages (because of their size) vis-à-vis large firms, 

which require to be counterbalanced through government support mechanisms 

and inducements. 

 Effectual execution of the Policy framework will require ownership, assurance 

and supervising at the top level of the Government. 

 SME growth needs provision of level playing field for smaller firms in 

comparison with large enterprises.  
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 Private sector will be encouraged to play a central role in execution of the SME 

Policy which includes mobilization of capital and operational responsibility for 

the execution of policy measures recommended in this document. 

 Financial support to enterprises will be, wherever likely, at a communal level, and 

will basically require resource commitment on behalf of the recipients. 

 

1.4 STATISTICAL FACTS REGARDING SMEs  

 

According to the Economic Census of Pakistan the facts and figures regarding SME 

sector of Pakistan are given in the following table 1.4, which shows that the sales 

turnover of 84% of the SMEs is less than 0.5M and 93% are those SMEs whose turnover 

is less than 1.0M. 19% are those SMEs whose life is less than 5 years, only 04% SMEs 

survive more than 25 years, it is also estimated that total business enterprises in the 

country are approximately 3.2M out of which 2.96M are SMEs and 0.18M are the 

Household Units. 
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Table 1.4 According to the Economic Census of Pakistan  

Sales below Rs.0.5M 84% 

Sales below Rs.1.0M 93% 

SMEs less than 5 Year old 19% 

Survive beyond 25 years 04% 

Business enterprises nation-wide 3.2M 

SMEs 2.96M 

Household Units 0.18M 

 
Source: Zahid (2008) “Role of SMEDA in Developing SMEs in Pakistan”, COMSATS 
Institutes of Information Technology M.A. Jinnah Campus Lahore, Department of 
Management Sciences. 
 

1.4.1 Province wise Distribution of SMEs 

 

As mentioned in the following table 1.5 that the total SMEs in Pakistan are 2.96 Million, 

out of which 1.924 (65%) are in the province of Punjab, 0.5328 (18%) are located in the 

province of Sindh, 0.4144 (14%) SMEs are in Khyber Pakhtunkhwa and only 

0.0888 (03%) belongs to province of Baluchistan.  
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Table 1.5 Province wise Distribution of SMEs 

Name of Area SME Units 

Pakistan 2.96 Million (100%) 

Punjab 65% 

Sindh 18% 

Khyber Pakhtunkhwa  14% 

Baluchistan 3% 

 
Source: Zahid (2008) “Role of SMEDA in Developing SMEs in Pakistan”, COMSATS 
Institutes of Information Technology M.A. Jinnah Campus Lahore, Department of 
Management Sciences. 
 

1.4.2 Distribution of SMEs According to Number of Employees 

 

In table 1.6 SMEs are distributed according to the number of employees. There are 2.85 

million (96.6%) SMEs employing 1-5 persons, 79,000 (2.67%) SMEs employing 6-10 

persons, 26,000 (0.87%) SMEs employing 11-50 persons and 1617 (0.054%) SMEs are 

employing more than 50 persons. 
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Table 1.6 Distribution of SMEs According to Number of Employees 

Total SMEs units 2.96 million (100) 

SMEs employing 1-5 Persons 2.85 million (96.6) 

SMEs employing 6-10 Persons 79,000 (2.67) 

SMEs employing 11-50 Persons  26,000(0.87) 

SMEs employing over 50 Persons  1617(0.054) 

 
Source: Zahid (2008) “Role of SMEDA in Developing SMEs in Pakistan”, COMSATS 
Institutes of Information Technology M.A. Jinnah Campus Lahore, Department of 
Management Sciences. 
Note: Figures in Parenthesis are Percentages 

 

1.4.3 Economic Contribution of SMEs 

 

As far as economic contribution of SMEs is concerned it is indicated in the following 

table 1.7 that the contribution of SMEs in employment is 78 percent, 40 percent in GDP, 

35 percent in Value Addition and 25 percent in export  
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Table 1.7 Economic Contributions of SMEs          (in Percentages) 

Employment 78 

GDP 40 

Value Addition 35 

Exports 25 

 
Source: Zahid (2008) “Role of SMEDA in Developing SMEs in Pakistan”, COMSATS 
Institutes of Information Technology M.A. Jinnah Campus Lahore, Department of 
Management Sciences. 
 

1.4.4 SMEs Share in Sub-Sector  

 

The share of SMEs in Sub-Sector is shown in the following table which 

indicates 13 percent share in cotton weaving, 6 percent in other textile, 

Metal Products 7 percent, carpets 4 percent, Art Silk 5 percent, Grain Milling 16 

percent, Jewelry 4 percent, Wood & Furniture10 percent and others 35percent as 

mentioned in the following table 1.8. 
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Table 1.8 SMEs Share in Sub-Sector    (in Percentages) 

Cotton Weaving 13 

Other Textile 6 

Metal Products 7 

Carpets 4 

Art Silk 5 

Grain Milling 16 

Jewelry 4 

Wood & Furniture 10 

Others 35 

Total 100 

 
Source: Zahid (2008) “Role of SMEDA in Developing SMEs in Pakistan”, COMSATS 
Institutes of Information Technology M.A. Jinnah Campus Lahore, Department of 
Management Sciences. 
 

1.4.5 Distribution of SME in GDP by Sector 

 

As far as contribution of SMEs in GDP by sector is concerned, services sector 

contributes 17 percent, Manufacturing contributes 30 percent and Trade and 

Hotels contributes 53 percent (see table 1.9). 
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Table 1.9 Distribution of SME in GDP by Sector  (in Percentages) 

Sector Share in GDP 

Services 17 

Manufacturing 30 

Trade and Hotels 53 

Total 100 

 
Source: http://download-reports.blogspot.com/2011/08/smes-and-globalization.html 
 

1.5 HISTORY OF COTTON 

 

It is difficult to know exactly about the existence of the cotton. During the search of 

caves in Mexico scientists discovered small piece of cotton bolls and pieces of cotton 

cloth that confirmed to be at least 7,000 years old. In the Indus River Valley in Pakistan, 

cotton was being grown, spun and woven into cloth 3,000 years BC. Around in the same 

period, citizens of Egypt’s Nile valley were making and weaving cotton clothing. Arab 

Merchants brought cotton cloth to Europe about 800 A.D (http://www.cotton.org/pubs/ 

 cottoncounts/story/index.cfm).  

 

1.6 WHAT IS COTTON? 

 

Cotton is associated with the family consist of hibiscus and okra, produces a natural 

vegetable fiber used in the manufacture of cloth. Cotton produces sweet nectar that 

attracts a variety of destructive bug vermin, as well as the boll weevil, 
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bollworm, armyworm, and the red spider. In addition to insect pests, there is also a 

very destructive fungus, called the wilt that attacks the root system of the cotton plant 

(PCGA, 2001). 
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Source: http://investinpakistan.pk/pdf/Textile.pdf 
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1.7 DEFINITION OF TEXTILE 

 

The word 'Textile' is taken from the Latin word 'texere' meaning which 'to weave' Textile 

refers to an elastic material including a set-up of natural or artificial fiber, known as yarn. 

Textiles are formed by weaving, knitting, crocheting, knotting and pressing fibers 

together (http://www.india-crafts.com/textile/textile-history.html). 

 

1.8 HISTORY OF TEXTILE 

 

The history of textile is about as ancient as civilization of human being and with the 

movement of time the history of textile has further enhanced. The oldest recorded 

signification of using fiber arrives during the sixth and seventh century BC with the 

discovery of flax and wool fabric at the excavation of Swiss lake inhabitants. The 

tradition of silk in India was initiated in 400AD, whereas spinning of cotton traces back 

to 3000BC. Though the finding and subsequent advancement of sericulture and spin silk 

technique in China took its way at 2640 BC whereas in Egypt the art of spinning linen 

and weaving grew in 3400 BC.  

 

1.8.1 TEXTILE HISTORY OF VARIOUS COUNTRIES 

 

The historical background of textile industry is given as under: 
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1.8.1.1 India 

 

Indian textile possesses a rich inheritance and its foundation traces back to the Indus 

valley Civilization where people used unrefined cotton for weaving their clothes. Rig-

Veda, the most basic of the Veda consist the literary cognizance about textiles and refers 

to weaving. Ramayana and Mahabharata, the prominent Indian epics represent the 

existence of ample variety of fabrics in primitive India. These epics refer both to wealthy 

and stylish garment clad by the aristocrats and ordinary simple clothes clad by the 

common people. The current Indian textile not only reveals the grand past but also 

accommodates to the requisites of the postmodern times. (http://www.india-

crafts.com/textile/textile-history.html) 

 

1.8.1.2 Japan 

 

In 1869 the capital of Japan was switched from Kyoto to Tokyo and from that time 

onwards the Nishijin weaving tradition sought intimidated with extinction. The industry 

resumed to develop along with Japan's new capitalist economy by 1890 when the Nishijin 

weavers cuddled and adopted modern technology to their respective antique and original 

textile art. The textile skill of Japan specifically arrived at an edge of excellence by 

demonstrating a cultural difference and significant artistic skill in the Edo and ensuing 

Meiji periods (1868 - 1912).  
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1.8.1.3 China 

 

Chinese textiles possessed an excellent heritage in textile sector and reserve an eminent 

place in the worldwide textile market. Chinese textiles are worldly renowned and for their 

fine quality along with its profound symbolic meanings. Chinese textiles usually form an 

integral facet of its heritage and symbolically reflect the tradition and culture of its own. 

Textile, in China, is often intimately concerned with prosperity and caught up in the 

process of intricate rites. The spontaneous love of parents for their children is most 

obvious in the excellent clothes they bestow them on festive occasions. These clothes are 

made up of costly substance along excellent craftsmanship. 

 

1.8.1..4 Africa 

 

In the past the textile industry’s aspects in Africa cloth was used as a type of money.  

Standardization of cloth strip was made in various parts of Africa and it also used in 

women’s cloth wrappers.   It was also used the unit of value later on.    Every body used 

cloths as a Symbol of prestige. In Africa the dryers, Wavers and other textiles artists 

made textile garments in marvelous ranges to attract the customers.  The Textile industry 

in Africa symbolized wide range of Styles. 

 

 

 

 



20 
 
 

 

Source: http://investinpakistan.pk/pdf/Textile.pdf 
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1.9 PERFORMANCE OF TEXTILE INDUSTRY  

 

The textile industry of Pakistan has the potential to perform better both in production as 

well as in export by virtue of its inherent competitiveness on account of its conventional 

products. However, to sustain its position and increase its share and to move into high 

value added products, large investments in machinery equipment and new technology are 

essential. The training of workers, improvement in labor productivity, research and 

development, product diversification and branding are the immediate areas to focus on. 

The export performance of this industry is reflected in Table 1.10 

Table 1.10 Export of Pakistan Textiles    (US$ Millions)  

 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 

 

2012-13 

(July-

Mar) 

Cotton & Cotton 

Textiles 

10390 10071 9308 9754 13147 11803 9352 

Synthetic textiles 430 490 319 446 608 542 278 

Wool & Woolen 

Textiles 

233 216 145 137 132 121 88 

Total Textiles 11053 10777 9772 10337 13887 12466 9718 

Total Exports 17011 19224 17782 19290 24810 23641 18017 

Textile as %age 65 56 55 54 56 53 54 

 
Source: Pakistan Economic Survey 2012-13, p-38 
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1.10 TEXTILE INDUSTRY’S ECONOMIC CONTRIBUTION 

The economic contribution of textile industry of Pakistan is highlighted in the following 

table 1.11 which shows that textile industry contributed 54 percent in export, 46 percent 

contributed in manufacturing, 38 percent in employment, in GDP 8.5 percent of total 

GDP, US $ 7.0 Billion in investment and Market Capitalization (Listed Companies) 5.0 

percent of Total Market Capitalization. 

Table 1.11 Textile Industry’s Economic Contribution (2011-12) 

Exports 54%  of Total Exports (US $ 9.57 

Billion) 

Manufacturing 46% of Total Manufacturing 

Employment 38% of Total Labor Force  

GDP 8.5% of Total GDP 

Investment US $ 7.0 Billion 

Market Capitalization (Listed Companies) 5.0% of Total Market Capitalization 

 
Source: APTMA, 2012 
 

1.11 ANCILLARY TEXTILE INDUSTRY 

 

The most significant part of the textiles was used in cotton yarn, Cotton Ginning, Cotton 

fabric and processing fabrics Knitwear, home textile hosiery and readymade garments. In 

Small and Large scale sectors these components of textile industry are processed.  The 

allied textile industry’s performance is evaluated. (Pakistan Economic Survey, 2009, 

2010, 2011 and 2012-13). 
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1.11.1 Cotton Ginning Sector 

 

The Cotton ginning industry is mechanically organized which includes processing of 

cotton. (Pakistan Economic Survey, 2009, 2010 and 2011). Ginning is an essential 

transfer point in the cotton value chain. After picking of seed cotton by the farmers, it is 

transported directly or indirectly to the ginning factories for further processing. Ginning 

sector acts as bridge between the farmer field and textile industry. Ginning stage of 

cotton plays a significant role in determining the quality of raw material for textile and 

clothing industry. Process of ginning converts cotton into cotton lint and seed. Lint 

accounts for about 30-35 percent of the cotton (Baffes, 2001 and Ali, 2008). It is further 

argued by Ali (2008) that the ginning factories are placed at pivotal position in the cotton 

value chain. They are the major clients of the cotton growers and provide raw material to 

the textile and clothing industry and the oil mills, so millions of people in Pakistan have 

their livelihood dependent upon performance of this sector. 

 

1.11.1.1 History of Cotton Ginning 

 

The cotton gin, invented in 1793 by Eli Whitney, was designed to separate raw cotton 

fibers from seeds and other foreign materials prior to baling and marketing. The design 

was so efficient that it remains virtually unchanged to the present day. American Eli 

Whitney invents the cotton gin, a device that rapidly and effectively removes seeds 

from cotton fiber. This task had previously been done by hand, making fiber processing 

slow and expensive (Pakistan Cotton Ginners Association, 2001). 
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1.11.1.2 Ginning Sector Outlook in Pakistan 

  

It is clearly indicated in the following table 2.1 that the total installed units of Ginning 

Factories are 1,221, not more than 750 to 800 units are actually working in a season.  The 

reason because of the raw material and other issues related to textile industry.  The total 

industry capacity is more than 20 million bales. The industry is based on technology 

which was initiated in the end 40s and in the beginning of 50s. In Pakistan, a unit 

processing more than 10,000 bales in a season is termed as a large unit. The average units 

gin 5,000 bales in a season. Although there is little difference in physical capacity, there 

is a wide difference in the financial capability of individual entrepreneurs. The capital 

cost of installation of a unit is quite insignificant compared to the working capital 

requirement of running a ginning operation. This is a seasonal business spread over a 

period of 100 to 120 days. The ginning units in Sindh start operating as early as July. The 

units in Bahawalpur and Multan operate from the middle of October to mid-February 

(Textile Vision, 2005). 

1.11.2 Cotton Spinning Sector 

 

The most significant part of textile industry is spinning textile. The spinning sector 

currently consists of 506 textile units (49 composite units and 457 Spinning units) with 

9.892 million spindles and 103000 rotors in operation with capacity utilization of 91% 

and 60% respectively, during July–March, 2012-13. The cotton spinning sector has 

performed slightly better than other sub-sectors. (Pakistan Economic Survey, 2012-13). 

Country’s spinning sector is operating much below its installed capacity due to shortage 
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of cotton caused by massive floods in 1950, 1992 and 2010 in the cotton producing areas 

of the country (Ahmed, 2010). 

Spinning is the first process in the cotton value chain that adds value to cotton by 

converting it into a new product i.e. from ginned cotton into cotton yarn.  The process of 

yarn manufacturing of continuous length from different types of fibers (e.g.: cotton, wool, 

polyester, viscose etc.) is known as textile spinning.  The separate fibers are spun 

together to make stronger and continuous yarn. Yarn characteristics may vary yarn to 

yarn and fiber to fiber (Memon, 2011). 

Memon (2011) further argued as spinning is in the beginning of value chain, all the later 

value added processes of weaving, knitting, processing, garments and made-ups are 

dependent upon this process. The effect of a sub-standard yarn production by spinning 

can go right across the entire value chain.  Pakistan's spinning sector caters not only to 

the requirements of domestic industry, but about one third of the total production of yarn 

is exported. 

1.11.3 Cloth Sector 

 

The pattern of cloth production is different from that of the spinning sector. Usually 

production of cloth in the mill sector is reported and the non-mills sector is not reported. 

For the non-mills sector, therefore, estimated numbers are taken as proxy. The production 

of cotton cloth has increased substantially. This sector served as the main strength for the 

down stream sectors such as bed wear and made-ups and garments. The following 

table1.12 presents the production and export performance of the cloth sector (Pakistan 

Economic Survey, 2012-13). 
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Table 1.12 Production and Exports of Clothing Sector in Pakistan- Year 2011-2013 

Production 

(M. Sq. Mtrs.) 

July-Mar 

2011-2012 

July-Mar 

2012-2013 

% age 

Change 

Mill Sector 770.509 771.270 0.10 

Non Mill Sector 5975.850 6059.450 1.40 

Total 6746.359 6830.720 1.25 

Cloth Exports    

Quantity (M. Sq Mtr.) 1509.242  1438.938 -4.66 

Value (M.US$) 1784.482 1991.237 11.59 

 
Source: Pakistan Economic Survey 2012-13, P-39 
 

1.11.4 Textile Made-up Sector 

 

The textile made-up sector is the dynamic segment of Textile Industry. That includes 

Tents & Canvas, Cotton Bags, Towels, Bed-Wear, Hosiery, Knitwear and Readymade 

Garments including Fashion Apparels. Export performance of the made-up sector is 

presented in Table 1.13. According to which the export of Hosiery Knitwear is increased 

from 71.369 Quantity (M.Doz) in 2011-1 to 73.457 (2.93% change) in 2012-13, exports 

of Readymade Garments Sector also appeared to be increased from 18.070 Quantity 

(M.Doz) in 2011-12 to 20.233 Quantity (M.Doz) (11.97% change) in the year of 2012-

13. As far as the export of Towels is concerned, during July-March 2011-12, exports in 

this sector stood at $ 577.690 million as against $ 489.135 million in the comparable 

period of last year; showing an increase of 18.10 percent. Quantity exported inclined 
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from 101.687 Quantity (M.Doz) in 2011-12 to 126.138 Quantity (M.Doz) (24.05% 

change) in 2012-13. Regarding the exports of Tents/Canvas it is indicated that the exports 

of this sector increased from 19.273 Quantity (M.Doz) in 2011-12 to 25.248 Quantity 

(M.Doz) (31% change) in 2012-13 and concerning the exports of Bed Wears it is also 

increased from 184.003 Quantity (M.Doz) in 2011-12 to 195.764 Quantity (M.Doz) 

(6.39% change) in 2012-13 (Pakistan Economic Survey, 2012-13). 
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Table 1.13 Exports of Made-Ups in Pakistan - Year 2011-2013 

 2011-2012 

(July – Mar) 

2012-2013 

(July-Mar) 

% 

Change 

Hosiery Knitwear    

Quantity (M.Doz) 71.369 73.457 2.93 

Value (M.US$) 1467.064  1508.781 2.84 

Readymade Garments    

Quantity (M.Doz) 18.070 20.233 11.97 

Value (M.US$) 1195.484 1318.263 10.27 

Towels    

Quantity (M.Doz) 101.687 126.138 24.05 

Value (M.US$) 489.135 577.690 18.10 

Tents/Canvas    

Quantity (M.Doz) 19.273 25.248 31.00 

Value (M.US$) 64.868 84.904 30.89 

Bed Wears    

Quantity (M.Doz) 184.003 195.764 6.39 

Value (M.US$) 1311.121 1312.315 0.09 

 
Source: Pakistan Economic Survey, 2012-13, P-39 
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1.11.4.1 Hosiery Industry 

 

The hosiery industry is one of the small scale industry business and market oriented and 

it includes 12,000 Knitting Machines in this industry. This sector has tremendous export 

potential also. However the sector remained under pressure from its competitors. The 

development of this industry is largely dependent on knitwear. (Pakistan Economic 

Survey, 2012-13). 

Table 1.14 Export of Knitwear in Pakistan - Year 2011-2013 

 (July – Mar) 

2011-2012  

(July Mar)  

2012-2013 

% 

Change 

Quantity  (000 Doz) 71.368 73.457 2.93 

Value (M.US$) 1467.064 1508.781 2.84 

 
Source: Pakistan Economic Survey 2012-13, P-40 
 

1.11.4.2 Readymade Garment Industry 

 

The readymade Garment industry has highest value in the textile industry.   The industry 

is further classified as Small & Medium and large scale industry.  The ready made 

garments industry enjoys the highest share in terms of export of readymade garments. 

(Pakistan Economic Survey, 2009, 2010 and 2011-12). This sector also provides more 

job opportunities compare with other sectors in Pakistan which is around two million 

people who are directly engaged in this sector (PRGMEA, 2010). 
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1.11.4.3 Canvas 

 

This is one of the potential raw cotton consumption sectors in Pakistan.  Its production 

potentiality is about 100 million sq. Meters.  This value added sector has emerged to be 

important source of export.  About 60 percent of its production is export oriented where 

as approximately 40 percent is locally consumed in Pakistan by armed forces and food 

departments. Pakistan has therefore emerged to be economical for supply of tents and 

Canvas. (Economic Survey of Pakistan, 2011-12). 

Table 1.15 Exports of Tent & Canvas Industry in Pakistan - Year 2010-2012 

 (July – Mar) 

2011-2012 

(July Mar) 

2010-2011 

% 

Change 

Quantity (000 Doz) 18.139 9.221 96.71 

Value (M.US$) 67.406 29.460 130.37 

 
Economic Survey of Pakistan, 2011-12, P-44 
 

1.11.4.4 Synthetic Fiber Manufacturing Sector 

 

This part has developed in line with requirement of the textile industry in Pakistan.  

Presently, Five Polyester Fiber Units having annual production Capacity of about 640000 

Tons. In late 1990s one acrylic fiber unit of M/s. Dewan Salman group initiated started its 

value added product with a capacity of more than 25,000 Tons per annum. Besides, two 

other Units of Viscose Fiber started production with an annual capacity of around 10,000 

Tons and 72000 tons respectively. (Economic Survey of Pakistan, 2009-10). 
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1.11.4.5 Filament yarn Manufacturing Industry 

 

The Synthetic filament yarn manufacturing industry has selected impetus during fifth 

Five Year Plan when demand increased and therefore imports amplified and private 

sector was allowed to make possible investment for strengthening market conditions 

(Economic Survey of Pakistan, 2009-10).Presently three kinds of Filament yarn are 

manufactured which are given in the following table 1.16. 

Table 1.16 Capacity of Synthetic Filament Yarn 

S. # Type of Yarn No of Units Production Capacity 

1 Acetate Rayon Yarn 1 3000 (M.Tonnes) 

2 Polyester Filament Yarn 21 105376 (M.Tonnes) 

3 Nylon Filament Yarn 3 2000 (M. Tonnes) 

  Total 10,000 (M.Tonnes) 

 
Source: Pakistan Economic Survey 2009-10, P-47 
 

1.12 OBJECTIVES OF THE STUDY 

 

The main purpose of this research study is to evaluate the impact of Small and Medium 

Enterprises (SMEs) on employment in Textile industry of Pakistan. The main focus of 

this study is on the employment generation in SMEs of textile industry. The specific 

objectives of the study are to provide answers to the following questions.    

1. To explore the growth of Small and Medium Enterprises (SMEs) in Sindh. 

2. To investigate the impact of Small and Medium Enterprises (SMEs) on 

employment in textile industry of Pakistan. 
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3. To examine the impact of Small and Medium Enterprises (SMEs) on employment 

generation in Sindh province of Pakistan. 

4. To assess the participation of Small and Medium Enterprises (SMEs) in social 

development of Pakistan. 

5. To find out the future strategy for the expansion of Small and Medium Enterprises 

(SMEs) sector in Sindh. 

 

1.13 SIGNIFICANCE OF THE STUDY 

 

In addition to the fact that the study of the impact of SMEs on employment in textile 

industry is important area of interest, the importance of this study comes into view from 

these issues in a previously un-researched perspective. This study is an effort to fill up a 

fissure in the literature on impact of SMEs on employment. Very little appears to have 

been researched and written on impact of SMEs on employment in textile industry of 

Pakistan. Therefore, it is hoped that the present study will contribute to this area of study. 

This is also first systematic study that attempts to use data from two separate groups: 

managers and employees of SMEs. Therefore, the data of this study are important and 

rely to a large extent on direct information obtained from various groups of management 

and employees at different worksites within the main three sectors of SMEs in textile 

industry of Pakistan (cotton ginning sector, weaving sector and readymade garment 

sector). 
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A further contribution of this study is the choice of the SMEs in textile industry of 

Pakistan. Textile sector of Pakistan is the most important segment of the economy of 

Pakistan and it provides more than 60 percent of employment of total labor force. 

Finally, in addition to the academic value which constitutes the main importance of this 

research, there is also a practical significance in providing job opportunities to the people 

of Pakistan. 

This study focuses three main textile sectors (cotton ginning sector, weaving sector and 

readymade garment sector). The sample comprises 25 ginning factories, ten weaving 

industries and fifteen readymade garment industries. The detailed discussion about 

research methodology is presented in chapter four. 

 

1.14 LIMITATIONS OF THE STUDY 

 

This study has faced a number of limitations which can be summarized as follows: 

1. The scarcity of empirical data about the impact of Small and Medium Enterprises 

(SMEs) on employment in textile industry of Pakistan makes the area of this 

study virtually unexplored; therefore, the study will be an exploratory one. Stacey 

(1970) states that "in an unknown area it is impossible to set up sufficiency clear 

hypothesis for testing to form the basis of research". Hypotheses are formulated 

for the present study but to some degree these were more of the nature of 

propositions or research questions than strict hypothesis. This was also 

maintained by (Syed, 1988). 



34 
 
 

2. Due to the paucity of research undertaken into the SMEs in textile industry of 

Pakistan, this research has applied the methodology of (Davies, 1986 and Syed, 

1988) as a main foundation. Moreover, other items have also been espoused from 

other related studies as conversed in chapter five. Stacey (1970) stresses that "it is 

necessary for the researcher to relate his work to that of others and build on what 

they have done". She further adds that "it is most important that data should be 

collected in ways comparable with other data". This has been an important factor 

in designing of the present study. 

3. The survey research is limited to the impact of Small and Medium Enterprises 

(SMEs) on employment in one SME (textile industry of Pakistan). 

4. More than 25% of the respondents filled in their questionnaires but in the 

remaining cases the researcher filled in their questionnaires on their own request 

by reading the accurate wording of a question and in pursuit of their reply on the 

basis of the responses obtainable on the questionnaire. Great care was exercised to 

make sure that their responses were not influenced by the researcher which might 

otherwise have raised questions of unfairness.   

5. The study may also have endured from the limitation that is commonly accredited 

to inferential analysis. The conclusions were based on the subjective views of the 

respondents, i.e. what the respondents stated that they were doing/feeling which 

might be different from what was really perceived or done.  
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1.15 THESIS PLAN    

 

This thesis is divided into eight chapters. Chapter two presents a review of literature. 

Chapter three focuses on the role of Human Resource practices in SME business growth, 

while chapter four is concerned with methodological issues. The issues covered in this 

chapter include the population, sample, research questionnaires, procedure of data 

collection, method of analysis and finally, the respondents’ characteristics in the three 

sample SMEs. 

Chapter, five to seven summarize the results of empirical data analysis. Chapter five 

discusses managers perceptions while chapter six focuses on employees’ perceptions and 

chapter seven compares the results of the two groups across issues such as the barriers to 

the development of the SMEs in Pakistan, economic importance of SMEs, social 

importance of SMEs, impact of SMEs on creation of employment and economic 

contribution of textile industry. Finally, chapter eight offers a summary and conclusions, 

and draw out some of the broader implications of the study and the further research 

possibilities which are available. 
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CHAPTER 2 

REVIEW OF LITERATURE 

 

INTRODUCTION 

 

The main purpose of this chapter is to examine the literature focusing on SME sector of 

Pakistan and textile sector of Pakistan respectively. In this chapter various Characteristics 

of SMEs in Developing Countries are enumerated. The role of SME sector in the creation 

of employment and its trend in employment generation, role of SMEs in the economic 

progress is also focused. This chapter also presents an overview and importance of SME 

sector of Pakistan. Moreover, the participation of institutions (SME Bank and Small and 

Medium Enterprises Development Authority) towards development of SME sector is also 

discussed. Finally textile industry in developing countries and particularly in Pakistan: an 

overview is also included in this chapter. 

 

2.1 ROLE AND IMPORTANCE OF SME SECTOR  

 

Feeney and Riding (1997) argued that Small and Medium Enterprises (SMEs) play an 

important role in the development of a country. According to Fida (2008) SMEs 
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contribute to economic development in various ways: by creating employment for rural 

and urban labor force, providing desirable sustainability, and innovation in the economy 

as a whole. In addition to that, large number of people relies on the small and medium 

enterprises directly or indirectly. Cook and Nixson (2000) also gave arguments in favor 

of SMEs and maintained that the growth of SMEs is seen as the way to accelerating the 

accomplishment of wider socio-economic objectives, including poverty mitigation. The 

growth and efficiency of small enterprises have also become famous (Mazumdar, 1997). 

Using the case of Northern Italy, Piore and Sabel (1984) have argued that small 

enterprises are more efficient because they have adopted a flexible specialization 

approach. In the same way, there has been growing interest in whether this model has or 

can be replicated in developing countries (Schmitz, 1989; Pederson, 1994; Schmitz and 

Musyck, 1994; Schmitz, 1995). Considerable attention has been paid in the last decade to 

the problem of poverty-reduction in developing countries (World Bank, 1989, 1997). It is 

generally agreed that the development of micro and small-scale enterprises (MSEs) can 

be a key ingredient in poverty-reduction (Sen, 1980 and Green et al, 2002). On the other 

hand, evidence shows that small-scale enterprises contribute significantly to household 

incomes (Liedholm et al., 1994), (McPherson, 1996),(Kapoor et al., 1997), (Perks, 2004), 

(McDade & Spring, 2005). It is also globally experienced that a well-organized SME 

sector is favorable to rapid industrial intensification (Hill, 2001, Lloyd 2002). 

The only way to reduce poverty in a sustainable way is to promote economic growth, 

through wealth and employment creation. In developing countries, SMEs are the major 

source of income, a breeding ground for entrepreneurs and a provider of employment 

(Kotelnikov, 2007). 
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Globally it is acknowledged that small and medium enterprises (SMEs) take a crucial part 

in economic improvement, as it is the major source of employment generation and the 

growth in production, in both developed as well as developing countries (Tambunan, 

2008). As suggested by Kotelnikov (2007) that there is only way out to decrease poverty 

in a maintainable manner is the promotion of economic development, through wealth and 

employment generation. In developing countries, SMEs are the most important source of 

revenue generation, a breeding ground for businessperson and a provider of employment.  

As maintained by Levy et al (1999) that the SMEs performance is enormously significant 

for the economic progress of most less-developed countries.  According to International 

Labor Organization (2007) that the growth of SMEs has been considered as an important 

source for the accomplishment of wide development objectives, such as poverty 

reduction, development of  the economy and the encouragement of more democratic and 

pluralist society. 

Recently it is observed that SMEs are contributing appreciably to general economies. It 

was in the 1970s that researchers first began to highlight the critical role of SMEs, not 

only in maintaining strong and energetic economies within industrialized nations, but also 

in introducing inventions and innovations (Cameron & Massey, 1999; Iacovou, Benbasat, 

& Dexter, 1995). Keeping in view the increased global competition SMEs have proven 

their importance by using their assets (Blili & Raymond, 1993).  Small and Medium 

enterprises has account for 60% to 70% in creating employment opportunities in 

Pakistan.  (OECD, 1997SMEs in the United Kingdom (UK) represent more than 95% of 

all businesses, employ 65% of the workforce, and produce 25% of gross domestic 

product (GDP) (Ballentine, Levy, & Powell, 1998 and Qirim, 2004). As argued by 
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Sengenberger, Loveman and Priore (1990, Khalid et al, 2008) SMEs are playing a major 

role in employment generation, promoting innovation, creating competition and making 

economic wealth.  

 

2.1.1 ROLE OF SMEs IN ECONOMY 

 

Small and Medium Enterprises has strategic importance in economic development of the 

country. (Abdullah, 2000a).  Most of the developing countries they used SMEs for their 

economic development.  In United Kingdom the share of Small and Medium Enterprises 

is around 99%. Participation of Small and Medium Enterprises (SMEs) in economic 

progress in developed and developing countries is to be considered backbone of the 

economy. SME sector of Pakistan is playing a very important part in the economic 

progress and succession of technical improvement, sourcing to large scale industrial 

sector and promote economic renewal and social development. Similarly to other 

developing countries, largely the economy of Pakistan is also SME based economy 

Minniti, Bygrave and Autio (2005), Hodges and Kuratko (2004), Schlogl (2004). As 

argued by Ahmad, Rani and Kassim (2011) that SMEs have a major participation to the 

growth and competitiveness of the economy. As indicated by the Small and Medium 

Enterprises Development Authority (SMEDA) that SME sector of Pakistan represent 

approximately 90% of all the enterprises in Pakistan. SMEs almost employed 80% of the 

non-agricultural work force; and shared about 40% in the annual GDP of the country 

(Malik, Khan, Bhutto and Ghouri, 2011). The significance of SMEs in economy cannot 

be under estimated because SMEs are the most important source to reduce poverty, 
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growth in the national economy, basic source of employment and social uplift (Akhtar, 

Raees and Salaria 2011). 

SME sector is performing a historic role in the development of economy of Pakistan. 

However, on the other hand, the failure ratio of SMEs is alarming for developing as well 

as developed countries. It was identified by the previous studies that a large numbers of 

newly established SMEs fail within first five years of their business operation (Zimmerer, 

Searborough and Wilson 2008; Hodges and Kuratko 2004). Most of the studies from 

Australia, USA and England proved that almost 80-90 percent of the SMEs fails within 

5-10 years (Zimmerer et al. 2008; Hodges and Kuratko 2004; Peacock 1985; Ahmad et 

al. 2011. correspondingly, as far as Malaysia is concerned there is a shortage of literature 

and information, therefore, the expected failure rate of SMEs is roughly 60 percent 

(Portal Komuniti 2006; Ahmad and Seet 2009). on the other hand, in Pakistan the failure 

rate of SMEs is approximately 90 percent to 95 percent at the preliminary periods (Ullah, 

Shah, Hassan and Zaman, 2011).  

It appears that SMEs have the advantages over their large-scale contestants that they are 

more capable to adapt market conditions very easily. They are capable to survive 

unfavorable economic situation due to their elastic character (Kayanula and Quartey, 

2000). In comparison with larger firms, SMEs are more labor intensive and consequently, 

have less capital costs related with job formation (Schmitz, 1995). They play constructive 

roles in assuring income durability, growth and employment. As we know SMEs are 

labor intensive, they are more probably to do well in small towns and rural areas, where 

they can be capable to contribute more division of economic activities in a region and 

also can assist to slow the flow of migration from small towns to big cities. It is suggested 
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that small-scale firms can encourage a more unbiased allocation of income than large 

firms due to their regional distribution and labor force. Small firms also develop the 

effectiveness of home markets and formulate creative use of limited resources (Kayanula 

and Quartey, 2000).  

Despite the prospective function of SMEs to speed up the growth and creation of 

employment in developing nations, a number of blockage influence on their capability to 

understand their full potential. The development of SME sector is in a weak position by a 

number of reasons, which includes finance, lack of managerial ability, equipment and 

technology, regulatory issues, and entry to global markets (Gockel and Akoena, 

2002).The shortage of managerial knowledge is the main problem of SME development. 

Although SMEs tend to create a center of attention provoked managers, they can hardly 

contend with larger firms. The lack of managerial ability, prevailing in majority of the 

countries in the region, has an excessive impact on SMEs. The deficiency of support 

services or their comparatively more and more unit cost can hinder SMEs efforts for the 

betterment of their management, because consulting firms are frequently not ready with 

suitable cost-effective management solutions for SMEs. Moreover, in spite of the many 

institutions are providing training and consultative services, as a whole there is a skill gap 

in the SMEs (Kayanula and Quartey, 2000). Due to the reason that it is unaffordable for 

the entrepreneurs the high cost of training and advisory services whereas others do not 

see the need to improve their capability due to self-satisfaction. In terms of technology, 

SME sector frequently have obstacles in gaining access to suitable technologies and 

information on available methods (Aryeetey et al., 1994). In the majority of the cases, 

SMEs use foreign technology with insufficient percentage of shared ownership or 
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leasing. They frequently obtain foreign licenses, in view of the fact that it is difficult to 

achieve by the local patents. Small and medium enterprises (SMEs) are generally 

restricted in the literature of trade policy to the domestic sphere due to their inadequate 

global activities (Baldwin 2006). On the other hand, during the last few decades, more 

and more SMEs have entered in international and global markets due to the internet and 

advances in information and communications technologies (Persin, 2011).  

The economic development and generation of employment provided by dynamic and 

internationalizing SMEs are of immense concentration for stagnant Western economies 

and developing countries alike. Majority of those experienced countries they contribute 

towards growth in exports, for example in East Asian countries; SMEs have played an 

important role. Furthermore, with global specialty on the growth, innovative and elastic 

SMEs will continue to grow up in importance for future (global) value chains (Sakai 

2002 and Persin, 2011). 

 

2.1.2 SMEs AND JOB CREATION 

 

The small sector of business plays an imperative function in economic improvement and 

making employment (Feizpour and Jamali, 2009). SMEs are the starting point of 

development in the economies towards industrialization. However; SMEs have their 

significant effect on the income distribution, tax revenue, and employment, efficient 

utilization of resources and stability of family income (Kongolo, 2010). On the issue of 

employment. In case of Germany, Wagner (1995) suggests that small firms create quite a 

large share of all new jobs. Hart and Hanvey (1995) also highlight the important role of 
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new and small indigenous firms in the job generation process in United Kingdom for the 

period 1986-1990. SMEs in Bangladesh employed about 3.5 million workers (i.e. 44% of 

all industrial workers). Among these enterprises, 60% of the units were in urban areas 

and 40% in rural areas (Moazzem, 2008). In Indonesia, SMEs have historically been the 

main players in domestic economic activities, especially as providers of employment 

opportunities (Tambunan, 2008). In Thailand, SMEs make substantial contribution to 

employment and comprise the majority of businesses in the nation (Burns & Dewhurst 

1996; Bushong 1995; Holmes et al. 2003 and Sarapaivanich, 2003). 

The importance of small business in the economy has been convincingly debated by 

policy makers, researchers and economists for many decades (Neumarket al., 2008 and 

Kongolo, 2010). There has always been a discussion about whether small entrepreneurial 

firms or large firms are more important in terms of job creation. It is evident from the 

study of Wright (2010) that the small companies provide a major proportion of the 

workforce and account for the largest part of the new jobs. The World Bank (2002, 

2004), however, gives three core arguments in supporting the view that SMEs can 

function as the engine of growth in developing countries. Firstly, SMEs enhance 

competition and entrepreneurship and hence have external benefits for economy-wide 

efficiency, innovation, and aggregate productivity growth. Secondly, SMEs are generally 

more productive than large enterprises (LEs). Thirdly, SME expansion boosts 

employment more than LE growth because SMEs are more labor intensive. In other 

words, the World Bank believes that SMEs can boost economic growth and development 

(Hussain et al, 2009). SMEs are playing a major part in offering additional employment 

and facilitating transformation of economy from low to middle income group (Khawaja, 
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2006). There exists strong evidence that SME expansion boosts employment more than 

large firm growth because SMEs are more labor intensive. In Pakistan, it is estimated that 

the SME sector contributes around 40 percent to the GDP and 25 to 30 percent of 

employment (Husain, 2004). SMEs are considered as one of the most important driving 

forces behind economic development, employment generation and poverty reduction 

(Pakistan Economic Survey, 2010). 

 

2.2 SMEs IN OECD COUNTRIES 

 

The OECD countries, is commonly accepted that SMEs perform an imperative role in 

Economic intensification and development, with a particular contribution in terms of 

employment generation. OECD (2000) further maintained that during the last two 

decades it is observed a clear increase in the intercontinental activities in firms of all 

sizes. Facilitated by continuing developments in transportation, information technology, 

financial systems and other factors, both large firms and SMEs have progressively more 

become involved in global operation in order to take advantage of new markets and new 

sources of supply. Schmidt (1996) refers to the growing number of SMEs which are 

running their businesses on a global basis. This is supported by evidence showing the 

percentage of US based small companies operating in international markets increasing 

from 20% in the early 1990s to more than 50% (Hitt and Barkhus, 1997, OECD, 2000). 

In general, the OECD (1997) reported that the internationalized SMEs account for about 

25-30% of the world’s manufacturing exports, with their export contribution to GDP 

representing 4-6% for OECD countries and 12% for Asian economies. 
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2.3 CHARACTERISTICS OF SMEs IN DEVELOPING COUNTRIES 

 

Fisher and Reuber (2000) enumerate a number of characteristics of SMEs in developing 

countries under the broad headings: labor characteristics, sectors of activity, gender of 

owner and efficiency. Given that most SMEs are one-person businesses; the largest 

employment category is working proprietors. Whereas it is commonly observed that the 

greater part of the SME business comes under the first category, the ratio of SME 

business which falls under the retail sector is greatly different between countries, and 

between rural and urban areas within countries. Retail business is generally set up in 

urban areas, whereas manufacturing can be found in both the areas. On the other hand, 

there are number of factors which are involved in the participation of the manufacturing 

business of the country, these factors include, accessibility of raw materials, flavor and 

utilization patterns of domestic customers, and the degree of development of the export 

markets (Abor and Quartey, 2010).  

In the developing countries Small and medium enterprises (SMEs) are performing a very 

constructive role in the development of export-led industrialization. In majority of the 

developing countries SMEs are the biggest group in terms of the number of industrial 

units and performing an imperative role in the manufacturing output and creation of 

employment. Keeping in view these progressive accomplishments SMEs extensively held 

advantages in revenue growth, entrepreneurial training, formation of technical 

capabilities, larger elasticity to altering market situations, making employment and lower 

wage disparity and scattering of industry far from urban areas and regional improvement 

(Wignaraja 2003). 
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Constructing the national markets and advantages, SME sector has the potential to take 

place as the powerful engine in the growth of export of manufactured goods and 

promoting the developing countries. Evidence from the literature shows that SMEs in the 

developing countries are taking active part in the export efforts but their participation 

towards exports differ from country to country (Nadvi, 1999). According to the official 

data even a large number of this contribution is not recorded because it is a type of 

indirect exporting through sub-contracting for big exporters. Many sectors of SMEs are 

also exporting their products to the global markets through the relationships with foreign 

buyers. A small number of SMEs have progressed even further into foreign markets 

through investment in the costly development of their own products. Therefore, with the 

improvements in price, quality and delivery, SMEs may progressively create direct 

competitive threats to large firms in global markets (Wignaraja 2003). 

Wignaraja (2003) further argued that a change in the size and structure of developing 

country exports is happening in a quickly emerging international market. In developing 

countries the implications of globalization on SMEs are being broadly discussed in policy 

circles. Due to the different opinions on the achievements from globalization for 

developing countries, there is little agreement regarding its effects on exports of SMEs 

and the future course of action relating to the SMEs. The velocity and comprehensive 

nature of globalization point out that in developing countries amendment periods and 

policy space might be reduced in the coming period. Consequently, there is a necessity to 

understand the present economic realities and develop appropriate policies to facilitate 

for the continuity of exports from SMEs. 
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2.4 GLOBAL SME SCENARIO 

 

Small and Medium Enterprises play key role in the development and expansion of 

leading economies across the world which includes, Japan, Malaysia, Thailand USA,  

South Korea and various other countries.   Small & Medium Enterprises have emerged to 

be a major contributor in generating employment and GDO growth (Khan & Mustafa 

2005).  In many parts of the world SMEs are focused to economic development and 

overall growth, Audretsch (1998), Japan Urata and Kawai (1998) Developing East Asia 

(Berry and Mazumdar, 1991). 

The Organization of Economic Cooperation and Development (OECD) which mostly 

consist on developed countries also mentioned the problem related with SME sector and 

their role in global value chain. The challenges SMEs are facing include lack of 

awareness and understanding of the value chain dynamics, competitive strength 

identification, lack of ability to improve, defend in house technology, to innovate and 

strict product quality compliance (OECD 2008). 

During the late 20th century the dependency of the nations, in the course of the flow of 

goods, services and financial market has made globalization as slogan (Ahmad, 2009). In 

this age of globalization the fragmentation of production processes have been enlarged 

considerably. In this situation if large businesses and multinational corporations are at 

front position, the performance of the SMEs in this new situation has also been improved  

significantly but very little information is still accessible on the changing relation 

between multinational corporations (MNCs) and Small and Medium Enterprises (SMEs) 

and their position in the global value chain (OECD, 2007). Global value chains comprise 
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an absolute list of activities beginning from production and ending to the last delivery to 

the customers and these activities are executed by the firms situated in various 

geographical locations of the world (UNCTAD, 2006).The Organization of Economic 

Cooperation and Development (OECD) which mostly consist on developed countries also 

mentioned the problem related with SME sector and their role in global value chain. The 

challenges SMEs are facing include lack of awareness and understanding of the value 

chain dynamics, competitive strength identification, lack of ability to improve, defend in 

house technology, to innovate and strict product quality compliance (OECD 2008). 

During the late 20th century the dependency of the nations, in the course of the flow of 

goods, services and financial market has made globalization as slogan (Ahmad, 2009). In 

this age of globalization the fragmentation of production processes have been enlarged 

considerably. In this situation if large businesses and multinational corporations are at 

front position, the performance of the SMEs in this new situation has also been improved  

significantly but very little information is still accessible on the changing relation 

between multinational corporations (MNCs) and Small and Medium Enterprises (SMEs) 

and their position in the global value chain (OECD, 2007). Global value chains comprise 

an absolute list of activities beginning from production and ending to the last delivery to 

the customers and these activities are executed by the firms situated in various 

geographical locations of the world (UNCTAD, 2006).The Organization of Economic 

Cooperation and Development (OECD) which mostly consist on developed countries also 

mentioned the problem related with SME sector and their role in global value chain. The 

challenges SMEs are facing include lack of awareness and understanding of the value 
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chain dynamics, competitive strength identification, lack of ability to improve, defend in 

house technology, to innovate and strict product quality compliance (OECD 2008). 

 

2.4.1 SME SECTOR OF USA 

 

Like other industrialized countries of the world, the contribution of SMEs in the United 

States is very large in both providing employment and number of enterprises but it 

contributes very little in exports. It is expected that small firms probably export much 

smaller quantities than large firms (OECD, 2009 and Hammer, 2010). It is pointed out by 

the Piper (1997) that 12 million or approximately 63.2% of total labor force in the United 

States is engaged in 350,000 enterprise employing not more than 500 workers, which is 

regarded as SMEs. According to Aharoni (1994), SMEs make up more than 99% of all 

business units and employ more than 80% of total workers in this country. These 

enterprises are known as the foundation enterprises, are the central part of the US 

industrial base (Piper, 1997). SMEs are also important in many European countries. In 

the Netherlands, they account for 95% or more of total business organizations (Bijmolt 

and Zwart, 1994). In other industrialized OECD countries for example Japan, Australia, 

Germany, French and Canada, SMEs are the main motor of economic growth and 

technological progress (Thornburg, 1993).  

For example, it is the lack of ability of the SME sector to understand the scale economies 

in accumulating and upholding market information can increase the costs of finding and 

holding markets in a foreign country relative to larger firms. Even after the sales in 

foreign countries has been made, the firms should cover up the costs of delay between 
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shipment of goods and getting payment, in addition to the risks related with damage or 

loss and the cancellation of the orders. The large businesses may be capable to finance 

such costs within the organization and to decrease its risk by diversifying its customers in 

foreign countries. On the other hand, SMEs may have to find out external financing, 

which might be expensive; it is due to small sales volumes of SMEs and limited base of 

foreign customers, particularly for the period of tightened credit markets (Hammer, 

2010).  

 

2.4.2 SME SECTOR OF CHINA 

 

China has entered relatively late to modern industry and is by most standards an 

extremely successful one. Obviously, China's market-oriented improvements have, thus 

far, produced outstanding results. China's manufacturing sector has enjoyed high and 

sustained rates of growth, with shares of GNP and exports rising sharply (Kanamori et al, 

2007). Some writers discovered that small businesses have an advantage in extremely-

innovative, high-skill industries (Acs & Audretsch 1987), where as others are of the 

opinion that large businesses are better capable to get benefit of rising profits related with 

R&D (Pagano &Schivardi, 2003). In modern China the growth of SMEs was severely 

limited in the early years under the traditional central planned economy. In December 

1978 after the third plenum of the 11th Central Committee of the Chinese Communist 

Party, the government initiated to provide guiding principles for reform and development 

of the agricultural economic system, which led to the legalization of small market-

oriented businesses in the rural areas (Yan et al, 2010). The growth of SME sector of 
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China has largely contributed in the economic development of China. SMEs have been 

playing a significant part in advancing market direction, improving industrial structure, 

and providing chances of employment (Chen, 2006). During the year of 2008, the total 

numbers of SMEs in China were estimated more than 99 percent of the total number of 

business enterprises in China. The value of total industrial production of SMEs was 

estimated more than 65 percent of the gross industrial output value of the enterprises of 

China. Moreover, SME sector of China provide employment approximately 77 percent of 

the total labor force in cities and towns (National Bureau of Statistics of China, 2009). 

Regardless of the significance of SMEs in the economic development of China, more and 

more concentration has been directed towards the improvement and development of large 

state-owned enterprises (SOEs) (Siu and Bao, 2008).Some studies on SMEs are 

conducted in the area of economics, and these studies are focused on the impact of SMEs 

on economic growth and industrial development in China (Chen, 2006).As well as, some 

management researchers concluded SMEs as a source of competition, diversity and 

employment (Anderson et al., 2003); and some researchers have assessed their 

unconstructive role and performance (Sun, 2000). Particularly, SMEs in China will face 

an active and competitive atmosphere during the post-WTO period. up till now, a very 

little research studies have been conducted to systemically examine the challenges and 

opportunities posed by such circumstances, which would provide the successful 

marketing strategy for SMEs to compete in the Chinese market (Chew et al., 2008).With 

the beginning of economic reforms of China in late 1970s, the construction sector has 

been converted into one of the fastest growing industrial sector in China. Between the 

period of 1980 and 2008, the total number of establishments, number of employees, and 
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the output value of China’s construction industry raised by approximately ten times, five 

times, and 216 times, respectively (National Bureau of Statistics of China, 2009).The 

study of construction SMEs in China inspects the relationship among marketing plan, 

business atmosphere and performance (Barney, 1991); the research focuses on examining 

the performance of competitive marketing strategy, association with marketing strategy 

and firm’s atmosphere in affecting performance of construction SMEs. 

 

2.4.3 SME SECTOR OF AUSTRALIA  

 

It is estimated that there are 1.426 million vigorously trading SMEs in Australia which 

are performing a crucial role in the economy of Australia (Ergas and Orr, 2007). 

Ergas and Orr (2007) further maintained that the SME sector accounts for 73% of all 

actively trading businesses in Australia as at June 2006. It employs approximately 4.1 

million people or 42% of total employed persons in Australia and is estimated to have 

contributed around $426 billion or 46% of the value of Australia’s domestic production 

as measured by Gross Domestic Product (GDP). 

According to Reynolds et al. (1994) and Rodney (2010) small businesses perform very 

important role for the economic wellbeing of Australia and the quality of life in every 

community across the country. Approximately 99 percent of the firms have created 60 to 

70 percent of new job opportunities (OECD 2000),and 95 percent of the industry’s 

earnings depends on agriculture, forestry and fishing production, (Ergas& Orr 2007). 

SMEs in the Australian economy contribute through being sources for the next generation 

of larger firms (Schaper &Volery 2004). SMEs interact with larger businesses on the 
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three other fronts: firstly, by providing services and support to the larger firms; secondly, 

by providing competition; and finally, by being a source of modernization (Schaper & 

Volery 2004). Large scale public and private sector firms rely on SMEs to supply 

materials, logistics, labor, and other services, forming a mutually advantageous 

association rather than a competitive one (Meredith, 1993).Therefore, the main advantage 

of the SME sector is that SMEs create competition to the marketplace, whereas they do 

not and cannot compete with large scale business organizations on the basis of large 

business terms (Schaper & Volery 2004). In addition to being a catalyst for competition, 

SMEs are the most important source of Australian modernization. At this time 

entrepreneurs initiated using small firms as the means to start latest thoughts and 

innovative products and services, providing a dynamic contribution where ideas are 

tested in the market place. In case of success of these thoughts they are to be converted 

into larger firms (Schaper & Volery, 2004). Some other advantages which are carried out 

by the SMEs for the economy of the Australia are: decentralization where goods and 

services are delivered successfully and economically to the public outside of the capital 

cities; extensive division of resources, wealth and opportunities so that a cross-section of 

the society is capable to make wealth and cater for their own requirements and the 

requirements of the economic outlook of the society; elasticity, a greater capability to 

react for the changes, and hardship; exports of goods and services; the delivery and 

improvement of particular services which are not economically feasible for larger firms 

to deliver (Schaper &Volery 2004). 

 

 



54 
 
 

2.5 SME SECTOR OF PAKISTAN: AN OVERVIEW  

 

As far as Pakistan is concerned the small and medium enterprise (SME) sector is the 

spine of Pakistan’s economy. According to current estimation, there are roughly 3.2 

million business projects in Pakistan. Enterprises employing up to 99 persons and over 90 

percent of all private enterprises in the industrial sector and employ nearly, 78 percent of 

the nonagricultural labors force. They represent 30 percent of national GDP, 25 percent 

of exports of manufactured goods, and 35 percent of manufacturing value added (Bhutta     

et al, 2007, SMEDA, 2007, International Finance Corporation, 2008,  Kureshi et al 2009 

and Memon et al 2010). It is reported by the Economic Survey of Pakistan (2008) that 

more than 93 percent of the 3.2 million entities fall in the category of SME these are 

considered as great source of reducing unemployment and poverty in the economy. In 

Pakistan the manufacturing is the largest sector of the economy and has 18.4% 

contribution to the GDP (Pakistan Economic Survey, 2009 and Ahmad   et al, 2009). 

Regardless of the great importance of SME in Pakistani business environment, there is a 

general lack of research work carried out pertaining to this sector. Majority of studies on 

quality management and practices in Pakistan for example (Hussain et al. 2009, Fatima & 

Ahmad 2005, 2006, 2006), Awan &Bhatti 2003; Moosa 1999) have focused on larger 

businesses. Rana (2005) has exposed an optimistic association between the use of quality 

control events and the health of a small business in Pakistan.  

According to Elahi et al (2010) a technical improvement in majority of the developed 

countries is carried out with the development of their small and medium enterprises, 

revenue generation and their capability to create job opportunities. Elahi et al (2010) 
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further argued that the same trend is prevailing in Pakistan. However, for the 

achievement of more and more benefits it is necessary to facilitate SMEs and the work of 

other departments competently, it will generate a non-conducive business atmosphere for 

SMEs and consequently leading to stable economic growth. Economists were of the 

opinion that large scale firms take an active part in the economy and also earn a greater 

amount of foreign exchange. However, their opinion was changed when the countries like 

Taiwan, Japan and Korea developed their business based on SMEs. It is very clear that 

the economies of these countries developed through the grass root level as SMEs belong 

to grass root. Those who consider that the larger business organizations are only 

dependable for the economic growth; it should be kept in mind that there is a heavy 

contribution of small businesses in the production of large firms. These are the ground 

realities that large firms cannot achieve their business targets without having support of 

small firms. The development and prosperity, which starts from the lower level, can be 

beneficial for all the groups of the people (Shaikh and Syed, 2011). 

Shaikh and Syed (2011) further argued that in Pakistan situation is different, SME sector 

of Pakistan is ignored by the authorities and the concerned institutions. Government of 

Pakistan has established an institution called SMEDA which is considered responsible for 

the development of SMEs. Pakistan is very prospective market for small businesses and if 

it is to be taken in logical way can flourish economy within no time. Province of Sindh 

has a significant advantage in some areas of business that required to be clarified 

promptly for achieving the benefits of exports. These benefits can enhance foreign 

exchange rates very positively to build up a favorable structure in all areas of 

development. 
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2.5.1 CHALLENGES OF SMEs IN PAKISTAN 

 

Research work on the SME sector of Pakistan is at the preliminary level. The fitness of 

the SME sector is at the level of alarming. Various factors such as political instability, 

lack of intellectual capital and infrastructure, and energy crises are the common and 

severe threats, which are not in a favor of SMEs. Akhtar et al. (2011) argued that SMEs 

failed to adopt human resources policy in employment procedure, generally purse 

traditional methods for selection. They further maintained that SME sector of Pakistan is 

facing big challenges such as complications and fear of entrance in the global markets. 

Due to lack of capabilities, SMEs are not able to participate competitively in the national 

as well as international level. Ullah et al. (2011) argued that the lack of required 

entrepreneurial ability, education and characteristics are the big challenges for the success 

of enterprises. Moreover, they further argued that the lack of proper training, better 

education is the major causes of the failure of SMEs in Pakistan.  Huang and Wu (2010) 

are of the view that the world is going to be moved from a production-based economy to 

a knowledge-based economy. For any organization in a knowledge-based economy 

intellectual capital is performing a fundamental role for the success and growth of the 

organizations. Rucker (1999) highlighted that in the 21st century; the knowledge 

employee’s production will be the major administrative challenges for the organizations 

to accomplish the competitive advantages. Knowledge output is mostly related on the 

capability of an organization.  
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2.6 THE IMPORTANCE OF SMEs IN ECONOMIC GROWTH OF PAKISTAN  

 

The number of factors seems to be liable for the spirit of SMEs in Pakistan. Firstly, SMEs 

make stronger the spirit of entrepreneurial and move forward flexibility in the economy. 

Secondly, SMEs stem the rapid growing export sub-sectors, including cotton weaving 

and surgical instruments. Thirdly, they can support the poverty mitigation activities 

through creation of process of job opportunities. Above all, from social point of view, 

SMEs are more capable in resource allocation as compared to that of large scale industry. 

They offer and facilitate greater number of people as compared to that of large scale 

industry (Fida, 2008). Fida (2008) further argued that there lie some concealed and 

obvious hindrances in the way of expansion of small and medium enterprises in Pakistan. 

Political instability, law and order situation, financial constraints, energy crisis, taxation 

problems, labor issues, lack of coordination and regular information exchange 

mechanism among institutions, etc. are the most prominent examples. 

 

2.7 ROLE OF INSTITUTIONS IN SME DEVELOPMENT 

 

Following institutions have played a very significant role for the development of SME 

sector of Pakistan: 

 

2.7.1 The SME Bank 

 

The most important initiatives taken by the government for the betterment of the SMEs is 
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the founding of Small and Medium Enterprise (SME) Bank to put together quick 

monetary support for them.  It was considered that the rise of SMEs was mostly in a weak 

position by non-availability of credit amenities. Previously, two financial institutions, 

namely the Small Business Finance Corporation (SBFC) and Regional Development 

Finance Corporation (RDFC) were established by the government of Pakistan to 

particularly furnish to the needs of small business.  Similar to several other institutions in 

the public sector, these two institutions, conceptually were very sound, fall prey to 

political obstruction, bureaucratic rigmarole, inexperienced management and subsequent 

corruption. Loans were sanctioned to non-deserving peoples to appease the political 

supporters lacking any consideration of merit. These malpractices at the apex led to both 

corruption and inefficiency at the lower level. Soon, both the organizations became a 

liability in the form of huge non-performing loans; they ceased to be of any help to SMEs 

(Naseem, 2002). 

For ensuring quick financial support to the accepted project, SME Bank has been 

established under the Companies Ordinance, 1984, as a public limited company with 

initial paid-up capital of Rs. 1 billion. The functions of the bank were started from 

January 1st, 2002. The bank came into being after 20 months of hard work that involved 

major revamping of the Small Business Finance Corporation (SBFC) and finally its 

amalgamation with the RDFC (Regional Development Finance Corporation) (Naseem, 

2002). 
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2.7.2 The Small and Medium Enterprises Development Authority (SMEDA) 

 

 Small and Medium Enterprises Development Authority (SMEDA) is the advisory body 

of the government of Pakistan which not only advises to the government for making the 

policies for SMEs but also assists to other stakeholders for addressing their problems for 

the development of SMEs (Shaikh et al, 2007). Shaikh, et al (2007) further argued that 

the government of Pakistan has approved the SME policy, realizing the mounting need of 

global market, emphasized to provide the logical support and infra structure to accelerate 

growth of the SMEs across the countries.  

 

2.8 TEXTILE INDUSTRY IN DEVELOPING COUNTRIES 

 

The textile and clothing (T&C) industries are forming a most important part of 

manufacturing production, employment and trade in many developing countries (Keane 

and Velde, 2008). The T&C industry is one of the oldest, biggest and the largest part of 

universal industries in the world. It is the distinctive ‘appetizer’ industry for countries 

occupied in export-orientated industrialization (Gereffi, 2002 and Keane and Velde, 

2008).Brenton et al. (2007) in so many developing countries clothing is playing a 

fundamental role for the manufacturing export. The economies of Haiti, Bangladesh, 

Cambodia, Lesotho and Macao (China) are highly depending on the exports of clothes. 

Moreover, the numbers of African countries are also largely depending on clothing 

exports, such as Lesotho (64%), Madagascar (56.4%), and Mauritius (35.5%). Those 

countries which are depending on clothing exports more than half tend to be low income, 
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with the exemption of Macao China and Honduras these countries are included in 

category of lower middle income countries. Developing countries are depending very 

little on the exports of the textile sector; Pakistan is highly depending on textiles (Keane 

and Velde, 2008).  

In the 18th century Spinning and weaving sectors were the major groups for the Industrial 

Revolution. In view of the fact that the textile industry in the early period of 

industrialization has remained at forefront in many countries of the world in different 

time periods (Yamagata, 2007). 

This most important position of the textile industry for the industrial development was 

also occupied a significant place in high as well as middle-income countries in Asia as 

well. The industrialization process in Japan was started in late 1800s during the Meiji 

period (Murayama, 2005). As far as the industrialization process of the South Korea and 

Taiwan is concerned, the cotton textile industry has played the similar role (Wade, 

1990).During the period of 1970s and 1980s wearing apparel occupied the unique 

position for the ASEAN member countries (Yamagata, 2007). 

Over last two decades developing countries are growing considerably. Fast economic 

growth cannot be achieved without systematic and technical advancement. For the 

establishment of the new global economic order by the slow decline of inequality 

between developed as well as developing countries and concentrated efforts are being 

introduced for the modernization of the industrial technologies in different sectors 

(Sakolnakorn, 2009). 

Another factor which is involved in the development of the textile industry of China is 

the rapidity of reorganization and reformation in textiles and clothing, due to which this 
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industry has occupied its top level. Additionally, helpful infrastructure and moderate 

labor laws, focusing on social security rather than job security, have also performed an 

imperative role in the development of the textile industry of China (Anand, 2003).Textile 

industries are growingly initiating to import latest machinery and modern knowledge 

whereas the government is in the support of local development and taking initiatives for 

the promotion of home made products. The objective is to make up the brand name 

'Made in China' turn out to be identical with 'quality' (Faehnders, 2007). 

 

2.9 TEXTILE INDUSTRY OF USA 

 

Since last twenty years, the US textile industry has been at the front position of 

globalization and experienced a drastic change akin to those unfolding in many other US 

manufacturing sectors (Greffi and Memedovic, 2003 and Chi, 2010). Competitive stress 

have gradually soar as a consequence of constant international trade liberalization, 

comprising the phase-out of textile and apparel quotas under the World Trade 

Organization (WTO), the formation of North American Free Trade Area (NAFTA), and 

the mounting figure of US bilateral preferential trade agreements (PTAs), free trade 

agreements (FTAs) (Amponsah and Boadu, 2002 and Chi, 2010). Against this condition, 

the industry largely has coped a sharp decline since 1997 (Kilduff and priestland, 2001 

and Chi, 2010). According to this situation, technical textiles have been much more 

eminent element of the industry’s product mix as apparel and home textile production 

have drastically contracted (Chang and Kilduff, 2002 and Chi, 2010). This situation has 

been additionally durable by a wave of technological novelty over the last few years that 
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has enhanced method and product technologies, and expanded the numbers and 

applications of technical textile products (Author et al, 2005 and Chi, 2010).  

 

2.10 TEXTILE INDUSTRY OF CHINA 

 

The textile industry in China includes cotton and chemical fiber spinning, printing & 

dyeing and finishing, wool spinning, printing & dyeing and finishing, baste fiber 

spinning, silk spinning and finishing, made up textile articles manufacture, knitted fabrics 

and products manufacture (China Research and Intelligence, 2010-11). 

The textile industry is a traditional competitive industry in China, which holds an 

important part in the advancement of the national economy. On one hand, the textiles are 

the major export goods of China. As well as, it plays a vital role in Chinese foreign trade. 

On the other hand, the labor-intensive textile industry bestows a large number of 

employment advantages. Hence textiles are the chief raw materials for daily necessities 

such as garment; the development of the textile industry determines the supply-demand 

relationship and the price tendency of the garment and other industries (China Research 

and Intelligence, 2010-11).   

 

2.11 TEXTILE INDUSTRY OF AUSTRALIA  

 

Although the textiles of Australia and its clothing manufacturing industries have been 

contracting stably since the early 1970s, the range of activities concerned in bringing 

clothing and related products to the market remain a chief element of the national 
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economy and a significant source of employment, particularly in urban areas (Weller, 

2007). 

Weller (2007) further argued that throughout the early years of Australia’s advancement, 

when (Keynesian) national policies encouraged nation-building, employment creation 

and industrialization, succeeding governments set trade policies to defend local clothing 

and textiles (C&T) manufacturing industries from competing imports. As intentional, the 

C&T industries grew to be a major source of low-skilled employment, especially for 

women and migrants. 

 

2.12 TEXTILE INDUSTRY OF PAKISTAN: AN OVERVIEW 

 

Pakistan is the world’s 4th largest producer and 3rd largest consumer of cotton. The 

Textile and Clothing Industry has been the main driver of the economy for the last 50 

years in terms of foreign currency earnings and jobs creation (Pakistan Economic Survey, 

2010). Pakistan is a developing country and its economy mainly depends on agriculture. 

Pakistan boasts one of the largest and best irrigation systems in the world. Therefore the 

textile sector has developed rapidly in the form of various industrial hubs e.g., Multan, 

Faisalabad, Lahore, and Karachi etc., currently the textile sector is considered as a 

backbone of Pakistan’s economy (Majid, et al, 2010). Textile sector of Pakistan consists 

of large scale organized and small scale fragmented sub-sectors in which there are 

approximately 80% small workshops, 15% medium engineering units and 5% large 

engineering units (Majeed, 2004). Large-scale units are established mostly in spinning 

sub-sector, while small-scale work in weaving, ginning, hosiery, towel, finishing, and 
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garments manufacturing sub-sectors.  Textile industry of the country contributes about 

8.5 percent of the GDP and provides about 40 percent of employment in the 

manufacturing sector. It contributes 60 percent of the total exports (Alam and Khan, 

2010). Alam and Khan (2010) further mentioned that Pakistan is fast emerging as a hub 

for textile and garments trade in Asian region endowed with one of the largest textile and 

garment producing industries in the world. In agriculture sector, the availability of cotton 

contributes a lifeline of its economy, making textile and garments the largest industrial 

sector in the country. Cotton, the basic raw material for textile industry has played a 

pivotal role in the growth of the industry. Pakistan is the fourth largest cotton producer 

after China, India and USA. From among seven members of SAARC only two–Pakistan 

and India are cotton producers and are enjoying on edge of local raw material over the 

countries of the region.   

Pakistan is the sixth most–populous country having the approximately 181 million 

people. Geographically, Pakistan is located in south Asia with the borders in the East 

with India and in the West with Afghanistan. Approximately 1/5th of the total population 

resides under the international poverty line of US$1.25 a day. The greater part of 

southern population of Pakistan resides beside the River Indus. According to the size of 

the population, Karachi is the Pakistan’s largest city. In the northern half, most of the 

population lives about an curve formed by the cities of Lahore, Faisalabad, Rawalpindi, 

Islamabad, Gujranwala, Sialkot, Gujarat, Jhelum, Sargodha and Shekhupura. (Iqbal, et al, 

2010). 

Textile Industry of Pakistan is one of the oldest industries in Pakistan and regardless of 

its natural potency; the industry is losing its competitiveness with the other countries, 
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particularly with South East Asian Countries. The Industry is an imperative need of 

monetary and technological investments. On the other hand, as per latest official data, the 

contribution of textile sector of Pakistan in the total exports of the country is   more than 

60 percent, which is estimated 5.2 billion US dollars. The industry’s contribution in the 

total output of the country is estimated approximately 46 percent. In Asia, Pakistan 

occupied 8th position as an exporter of textile related products. This industry also 

contributes 8.5 percent to the total GDP of the country. It provides job opportunities to 38 

percent of the labor force of the country. However, the ratio of skilled labor is very small 

in comparison to that of unskilled labor. All Pakistan Textile Mills Association 

(APTMA) is the principal authority which frames the policies for the textile industry of 

Pakistan. There are so many challenges which are currently faced by the Pakistan textile 

industry. There also seems greater need for the upgrading of the quality of the products 

for the industry (Bari, 2003).  
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CHAPTER 3 

HUMAN RESOURCE PRACTICES IN SMEs BUSINESS GROWTH  

 

INTRODUCTON 

 

The main purpose of this chapter is to assess the Human Resource Practices on SMEs 

business growth. This chapter is divided into seven sections which include: importance of 

HR, definitions of HR, Human Resource-Functions (Recruitment, Selection and 

Orientation), development & continued employee involvement, Human Resource 

Management in Small and Medium Enterprises (SMEs), and finally it covers significance 

of SME in HR management in relation to provide job opportunities in Pakistan. 

 

3.1 CONCEPT AND DEFINITIONS OF HRM 

 

Originally, Human Resource Management developed as a US management model which 

is important for the individual worker and there is need to treat people as assets rather 

than cost (Wilkinson 1990). Although it is generally acknowledged as the new 

management practice, the idea remains unclear as it is applied in various ways. Three 
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major approaches to Human Resource Management have been identified by the Guest 

(1987) which includes: Firstly, Human Resource Management is the latest identification 

for personnel management, pointing that organizations give new name to their personnel 

department not including essentially changing practices, secondly, HRM as a mode of re-

conceptualizing and restructuring personnel roles and unfolding the work of personnel 

department, and thirdly, HRM as a absolutely latest approach for management with a 

uniqueness which lies in the incorporation of human resource into strategic management 

and the highlighting on full and optimistic usage of these resources. HRM is therefore 

defined as: 

“A set of policies designed to maximize organizational integration, employee 

commitment, flexibility and quality of work. Within this model, collective industrial 

relations have at best only a minor role” (Guest, 1987; Armstrong, 2009). 

Guest (1987) definition convey out the distinctive and unitary nature of HRM. Storey 

(1992) seminal work further highlights the unitary characteristic of HRM as efficient 

management that repeat employees’ assurance to the understanding of company goals. 

Storey (1992) therefore defines HRM as: 

“A distinctive approach to employment management which seeks to achieve competitive 

advantage through the strategic deployment of highly committed and capable workforce, 

using an integrated array of cultural, structural and personnel technique” (Storey 1995) 

Legge (1998) on the other hand, redirects from the positive observation formerly stated 

by Guest (1997) and Storey (1992) arguing that policies relating to the HRM are adapted 

mostly to restrain managements concentration, the well being of employees is only 

factored in, as a means to an end achieving organizational goals and targets. The above 
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statements also reflect both hard and soft aspects of HRM as prescribed in the Michigan 

and Harvard models respectively (Fombrun et al. 1984; Armstrong, 2009). 

Various authors have put forward many definitions of HRM. However some of the 

definitions are summarized in this section which hopefully will make the concept of 

Human Resource Management clear. Human resource management involves all 

management decisions and actions that affect the relationship between the organization 

and employee - its human resources (Armstrong, 2009). According to Keenoy (1990) that 

a method of maximizing economic returns from labor resource by integrating Human 

Resource Management to Business Strategy.  

As suggested by Goss (1994) that a diverse body of thought and practice, loosely unified 

by a concern to integrate the management of personnel more closely with the core 

management activity of organizations.   It was suggested that SMEs share in employment 

in UK is around 41 percent.  As maintained by Townley (1994) that HRM is a discourse 

and technology of power that aims to resolve the gap inherent in the contract of 

employment between the capacity to work and its exercise and, thereby, organize 

individual workers into a collective, productive power or force. As maintained by Storey 

(1995) that Human Resource Management is a distinctive approach to employment 

management which seeks to achieve competitive advantage through the strategic 

management of a highly committed and capable workforce, using an integrated array of 

cultural, structural and personnel techniques.  According to Price (2007) and Zheng, 

(1999) there are a half of dozen of definitions of HRM as discussed earlier, but the real 

meaning of HRM is as simple as to “get work done” through strategic selection of 

suitable workers, training and development of talented & skillful staff, provision of 



69 
 
 

inducement reward systems to hold employees and overall flow of management 

communication, performance evaluation to raise level of transparency and plus 

harmonious industrial relations to decrease conflicts and to get cost efficiency. 

Another definition of Human Resource Management provided by De Cenzo and Robbins 

(1996 and Boateng, 2007) which explains HRM is that part of an organization which is 

related with the dimension of the people, and generally it is a supporting function in an 

organization. The role of Human Resource Management is the conditional support in the 

issues of Human Resource Management in procession of employees, or those which are 

directly implicated in producing the organization’s goods and services. Obtaining 

services of the peoples, increasing their skills, encouraging them to highs rank of 

performance, and to make sure about their continuing maintenance and assurance to the 

organization are important for accomplishing organizational objectives. The writers have 

proposed an HRM exact approach as consisting of four functions- staffing, training and 

development, motivation, and maintenance. 

Additionally, Bratton and Gold (2003) and Boateng (2007) define HRM as the strategic 

approach to managing employment relations which put emphasis on influencing ability of 

the peoples for achieving sustainable feasible advantage. This is obtained through a 

distinguishing set of incorporated employment policies, programs and practices. The 

authors presented HRM functions as planning, recruitment and selection, appraisal and 

performance management, reward management, development, employee relations, health 

and safety, and union-management relations. Furthermore, Price (2007) has defined 

HRM aspires at recruiting competent, elastic and devoted people, managing and 

satisfying their performance and developing key competencies. 
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As maintained by Abecker et al (2004) HRM is a strategic and a target oriented 

composition, regulation and development of all the areas which have an effect on human 

resources in an organization. Proficient and efficient management of these resources to a 

large extend, have an effect on human resource behavior, and consequently as a whole on 

the performance of the organization. Additionally, the authors identified HRM with the 

field it covers. These include planning aspects- personnel requirements analysis and 

personnel asset analysis, and change aspects- recruitment, personnel development and 

labor displacement. 

 

3.2 IMPORTANCE OF HR  

 

From a SME-perspective, the study of Human Resource Management (HRM) is pertinent 

for many reasons. First of all, it is noted that SMEs think about their HRM problems on 

the top priority basis (McEvoy, 1984; Hess, 1987; Hornsby and Kuratko, 1990; Dorst and 

van Meteren, 1999). Secondly, Human Resource Management has a special concentration 

to SMEs because for these firms human resources play a vital role in developing and 

sustaining competitive advantage (Lado and Wilson, 1994; Duberley and Walley, 1995; 

Huiban and Bouhsina, 1998; Flanagan and Deshpande, 1996; Ferligoj, Prasnikar, and 

Jordan, 1997). In small firms this is even more pertinent as a result of their particular 

work organizations and because SMEs are comparatively a labor concentrated (Flanagan 

and Deshpande, 1996). Furthermore, as a direct result of the small scale, each individual 

employee represents a substantive element of the SMEs labor force (Bacon and others, 

1998). 
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Proper management of a company’s human resources is a key to business survival in 

today’s world. The organizational effectiveness of the firm (Perry, 1993; Huselid, 1995; 

Terpstra and Rozell, 1993) and its ability to create a sustainable competitive advantage 

(Pfeffer, 1994; Hartono, 2010) can turn on whether HRM practices are properly thought 

out and successfully implemented. The human potential in a company is generally much 

more difficult for competitors to duplicate than the plant, equipment or even products that 

a company produces (Flanagan and Despande, 1996). Consequently, the nature and well-

being of a company’s employees can become its main strength in carving out a profitable 

existence in the industry.  HRM practices can be particularly important for small firms 

(Sullivan, 2012). Research indicates that inadequate and inefficient management of 

employees in small firms has resulted in low productivity and high turnover rates (Mathis 

and Jackson, 1991) and is one of the leading causes of small firm failures (McEvoy, 

1984). 

The small entrepreneur firm has key control on business growth in Pakistan.  The HR 

practices in SMEs business a key role in enhancing the small size of the firm often does 

not guarantee appoint professionals completely dedicated to HRM proceedings (Hornsby 

and Kuratko 1990; Wager 1998; Bacon et al. 1996). SME sector is facing a lot of disputes 

in business administration, mostly capable and effectual use of funds to accomplish 

managerial objectives.  

The human resource department is the clusters properly recognized by an organization to 

assist supervise the organization’s people as successfully as possible for the superior of 

the employees, the company, and the public (Schuler and Jackson, 1987). 

Entrepreneurship is a value making course of action in which an individual person or a 
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group carry together a distinctive package of resources to obtain benefit of an opportunity 

(Jones et al, 1995). Schuler and Jackson (1987) assuming significant role of HR 

department, explicates the numerous roles of the human resource departments as 

“Effective firms in the extremely competitive atmospheres nowadays persuade their HR 

departments to perform many roles. They will play more roles well, they hopefully will 

help more to get better organization’s output, improve the quality of work life in the 

organization, comply with all the essential rules and regulations concerning with the 

supervision of human resources efficiently, increase competitive advantage, and develop 

labor force flexibility.” 

Baron and Kreps (1999) argued that the execution of formal Human Resource 

Management methods should not be meant to ensure conventionality with what is 

perceived as “best practice” but rather at development of systems with the intention to 

enhance the net advantage connected with human resources. Reid and Adams (2001) 

described the inherent vagueness related with best practice, as a major problem with the 

different lists of “best practice” Human Resource Management is that there are 

contradictions between studies, with excluding one aspect and including another 

factor/aspect. For example, in spite of the significance attached to employment security 

by Pfeffer, this is not incorporated in some other lists (e.g. Delaney and Huselid, 1996). 

Also, “best practice” is basically an aspiration list of descriptors and may seem imaginary 

or unfeasible in some SMEs. 

Although writers have their uncertainties regarding the concept of Human Resource 

Management, generally they are agreed on the significance of human resource in the 

business development. Number of authors has given emphasis on the concept of 
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exploiting people as a source of competitive advantage of the company (Nyambegera, 

2002; Thompson, 2007). Although technical and other material resources are of 

significance these are results of the creativeness and innovativeness of people 

Nyambegera (2002). Once more, it is through the manipulations of people that the 

effectiveness of such materials is recognized. Consequently the significance of human 

resource cannot be ignored in management practice and must be given generous 

consideration if companies should comprehend their objectives. In the foregoing, HRM is 

the management of work and people in the direction of preferred ends. Though it is a 

basic movement in organizations, there is bound to be disparity in ideas, styles, and 

practice due to pressures of atmosphere, dissimilarities in organizational viewpoints and 

objectives as well as make up Boxall et al (2007). 

 

3.3 HUMAN RESOURCE PRACTICES 

 

When firms grow up, there needs to be manage the HR function. Human Resource 

Management department is to be considered liable for the implementation of all the HR 

practices in the greater interest of the firm. Human resource functions can be defined as 

the way all responsibilities and tasks relating to the Human Resource Management are 

organized within organizations. HR-functions include all roles, tasks and responsibilities 

from the recruitment procedure, to the training and development via the performance 

planning and evaluation to compensation and other rewards to lastly the termination of 

service (Rauf, 2007). 
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Different organizational related factors determine the requirement for some particular 

these may comprise of Fombrun, et al (1984) “basic” HRM functions: for example; 

1. HRM policies: up warding policies connecting to personnel management of the 

firm; 

2. Employment: defining recruitment and selection procedures for staffing needs; 

3. Development: developing strategies for training and development of employees; 

4. Performance: developing performance appraisal programs; 

5. Compensation: Designing reward systems for the employees. 

 

3.3.1 Selection and Recruitment 

 

Selection of the employees from those attracted through the recruitment procedure can 

often be a more complex experience. The selection procedure consists of various 

activities such as checking references, interviewing in order to find out a suitable 

counterpart between the vacancy and the potential new employee (Worthington 1992). 

Other selection activities may include testing the employee’s capabilities to see if they 

fulfill the organizations requirements (Cameron and Miller, 2008). According to Cook 

(1998) it is necessary that the candidate selected should be the person who can most 

efficiently contribute to the businesses goals. Small business owners are repeatedly 

forced to have a reactive recruitment and selection procedure due to financial and time 

constraints (Carlson, Upton and Seaman 2006). As suggested by Holliday (1995) often 

lack of understanding of the requirements of the position obstruct prosperous 

employment outcomes. The selection procedure can be improved through the 
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establishment of a good “fit” between the employee and employer this can contribute to 

the matching process of the relationship. The potential employee employer match at this 

early stage of the association can form the basis for a bond for “attraction” which can 

develop and will improve long term economic goals of both parties.  

The procedure of recruitment entails identifies sufficient numbers of duly skilled and 

competent persons to apply for the position that has become available within the 

organization (Cook, 1998). Some other authors have given their suggestions that it is to 

draw a cluster of suitably qualified people who want to apply for employment on the 

existing vacancies (Crompton, Morrissey and Nankervis 2002). It is suggested that small 

business has not adopted the recruitment procedure which is carried out by big business 

(Carroll, Marchington, Earnshaw and Taylor 1999). This is obviously is the outcome of 

the reality that recruitment for bigger organizations they have particular HR staff and 

departments to deal with such affairs must utilize formal strategies to maintain control. 

On the other hand, it is evident that in the family owned and managed small business, 

restraints of time and money may contribute to the lack of proper procedure implicated in 

the attraction of possible new employees to the business. In spite of this, small business 

must “attract” an ample number of employees from which they select and retain 

employees within the same competitive environment as large business. Attracting the 

suitable employee is the first phase in creating the relationship between employer and 

employee (Cameron and Miller, 2008). 

According to the Flippo (1984) this is the first operating function of personnel 

management which is related with the achievement of the appropriate class and number 

of personnel essentially completes the objectives of an organization. Specifically it deals 
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with the subjects such as the determination of human resources requirements and their 

recruitment, selection and placement  

 

3.3.2 Orientation and Development 

 

Orientation needs to be conducted as early as possible after the employee begins work 

within the organization. Orientation and introduction of new recruits has a focus toward 

“Building the relationship”, that is developing the employer and the employee 

relationship, which is based on the “attraction” that had been established during the 

recruitment and selection processes (Cameron and Miller, 2008). It was also proved by 

the Holton (1996) that orientation is “the most common type of training provided by 

organizations” and forms part of a socialization for new employees. Orientation has been 

defined as the “introduction of new employees to their job, their colleagues and the 

organization” (Stone, 2005). An orientation process that is thoroughly designed can have 

the intentional effect of better production as well as retention levels (Brown, 2005). The 

consequence of the family-like relations established in the small business environment 

can increase the new employee’s skill to quickly adapt and fit into the organization. 

Provision of necessary information as a part of the orientation process such as business 

guidelines, rules and regulations can considerably decrease the chances of inaccuracy that 

can lead to tense situations. Guiding and coaching programs created throughout the 

orientation process can develop the relationship match established during the selection 

process. More qualified staff can improve the relationships by ensuring the newly 

appointed workers realize the relationships essentially to achieve objectives and required 
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results. Support of new staff members through back-up and participation can develop the 

relationship during the orientation process in the direction of a long-term relationship of 

continual employee participation (Kram, 1985). 

After the appointment of the personnel, they should be developed at some level. 

Development can be done with the skill development, through training, which is essential 

for appropriate job performance. This action has a great importance and will persist to 

rise due to the amendment in technology, the repositioning of jobs, and the increasing 

complication of the managerial task (Flippo, 1984). 

 

3.3.3 Compensation 

 

This function is defined as the satisfactory and reasonable compensation of personnel for 

their contributions to organization goals. The monetary compensation of the personnel 

management is not an easy task. It is not only one of the most difficult responsibilities, 

but it is also important for both the organization and the employee (Flippo, 1984). 

Compensation continues to be a most important characteristic in the desirability and 

retention of employees. Compensation can be intended as variable pay, pay based on the 

performance, pay based on job, or skill the pay based on skill.  In spite of which type of 

pay an organization uses, employees assume fair payment from their organization (Ceban 

et al, 2007). This function was further defined by Randhawa (2007) as the satisfactory 

and unbiased reward of personnel for their contribution to organizational goals. While 

non-financial inducements play an imperative part in developing the confidence of 
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employees, however the significance of financial reward cannot be destabilized. The 

compensation function contains job estimation, wage policies and wage systems.     

 

3.3.4 Integration 

 

This function is regarding the effort to produce a sensible settlement of individual, social, 

and organizational interests. It rests upon a base of conviction that significant overlapping 

of interests do exist in our society (Flippo, 1984). 

Integration refers to the participation of HRM in the formation and execution of 

organizational policies and alignment of HRM with the strategic requirements of an 

organization (Buyens and De Vos, 1999). Evidence from the literature shows that 

integration tends to results in improved ability, equivalence and cost effectiveness 

(Teece, Pisano and Shuen, 1997). In this context Researchers also argue that in respect 

for HR to be a strategic partner, HR manager should be involved in strategic decision-

making along with other senior managers, providing better chance to align HR objectives, 

policies, philosophies and practices with the objectives of the company and the execution 

of business strategy (Andersen et al, 2005).        

 

3.3.5 Maintenance through Health & safety  

 

Maintenance is concerned with the continuation of this state. The maintenance of 

willingness is greatly affected by communications with employees (Flippo, 1984). 
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According to Randhawa (2007) the maintenance function of Human Resource 

Management is related with the establishment of good health, medical and safety 

measures. Arrangements regarding the appropriate maintenance of health and safety 

standards are necessary for providing favorable working atmosphere in the organization.  

 

3.3.6 Separation  

 

This is the last function of the personnel management which is related with the return of 

an employ to the society. It is logical that when the fist functions of personnel 

management is to protect the employee, than the last should be the separation. Most 

people do not die on the job. The organization is liable for meeting certain requirements 

of due process in separation, as well as giving the assurance that the outgoing citizen 

should be in a good shape as possible (Flippo, 1984). Randhawa (2007) described the 

separation function Human Resource Management as the separation is concerned with 

the retirement, suspension, outplacement and expulsion from the organization. 

Aswathappa (2007) has explained the separation function of the Human Resource 

Management in the following manner:  

 

3.3.6.1 Lay-offs 

 

A lay-off is the impermanent disconnection of the employee from his or her employer at 

the instance of the later without any injustice to the former.  
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3.3.6.2 Resignations  

 

A resignation refers to the termination of employment at the instance of the employees. 

When the employee obtain a new or better job elsewhere than first one. As far as female 

employees are concerned, when they get married or have some other personal reasons.  

 

3.3.6.3 Dismissal or Discharge  

 

Dismissal or discharge takes place when the employer initiates for the termination of the 

employment. Discharge is a radical step and may be taken after careful consideration and 

this should require to be supported by the adequate grounds. 

 

3.4 DEVELOPMENT & CONTINUED EMPLOYEE PARTICIPATION  

 

The first orientation provides the ground to new employee on whom his or her 

relationship will build up within the organization. The importance of the accomplishment 

of promises made during the recruitment, selection and orientation phases will in rotate 

have a main impact upon the development of the long-term relationship between 

employer and employee. Employee commitment which can be achieved by the 

improvement and participation within the company leads to long-term retention and in 

rotation of rewards and profitability for the employer (Cameron, 2008).  

As suggested by (Storey, 1994) that small firms, transform their management system in 

the direction of the employees and the contributions they can construct the organization. 
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According to Chell (1997) by growing their focal point on the relationship with 

employees, owner/managers of small firm developed more efficient performance levels. 

Training and development, which often in small businesses have taken the shape of on 

the- job training, due to the reduced cost factors in contrast to off-the-job training, can 

contribute to meet the promises created throughout the recruitment, selection and 

orientation phases (Harris, De Simone and Randy 1994). The more advantage of on the- 

job training is to expand and to improve the relationships at a more personal level and 

this in turn cultivates and get deeper level of trust between employer and employee 

within the smaller business (Cameron, 2008). 

 

3.5 HUMAN RESOURCE MANAGEMENT IN SMEs 

 

Going through the literature available on Human Resource Management in SMEs, it was 

found that one thing is prevailing: the real use of the tool of Human Resource 

Management by SMEs. Other applicable topics which have received very little 

consideration are the excellence of SME-jobs (including the evaluation of the nature of 

industrial relations in SMEs) and the possible connection of HRM with the policy and 

competitive advantage and performance of firm. Concerning the use of HRM tools 

preliminary, it is observed that authors disagree on the pertinent components of HRM in 

SMEs (Wagar, 1998; Brand and Bax, 2002). Research demonstrates that HR-practices 

vastly differ among the small firms (Julien, 1998). It is usually visualized by the ideology 

and pluralistic objectives by the owner of small business (Bacon and others, 1998), and, 
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by the result it has the lack of formality, which is more complicated then generally 

expected (Julien, 1998). 

Julien (1998) further maintained that HRM practices are present and applied in small 

enterprises, despite the fact they are not formalized normally and diverse enormously, 

and therefore oppose to Strategic HRM for SMEs generalization. This does not have an 

effect on size only; but other particular aspects may also be important, for example 

country’s legal issues which largely specify health and safety policies of all firms. 

Smaller entrepreneurs usually are confronted by HRM for the reason that the small size 

of the firm frequently does not deserve appointing professionals completely devoted to 

HRM activities (Hornsby & Kuratko, 1990; 2003; Bacon et al., 1996). Apart from some 

exceptions of SMEs implementing strategic HR practices (Bacon et al., 1996) most of the 

studies have claimed that HRM in SMEs is quite informal, instinctive and ad hoc and 

generally not very complicated (Hornsby & Kuratko, 1990; Jackson et al., 1989; Nguyen 

& Bryant, 2004; Pfeffer, 1994; Storey, 1994). Some writers are of the opinion that an 

informal approach is really more appropriate for the small firm. A study by De Kok & 

Uhlaner (2001) was in agreement that SMEs in general have less formal HRM practices, 

but a considerable amount of unexplained variant still remains across small firms. It is 

recognized increasingly that SMEs are heterogeneous, composite and influenced by a 

variety of factors and encompass firms of different sizes with varying degrees of 

complexity in management practices (Kotey & Slade, 2005; Wagar, 1998). Up to now, 

scholars who mostly studied the formality (adoption and nature) for the prevailing HRM 

policies and practices in SMEs could not simplify this complexity (Banks et al., 1987; 

Cassell et al. 2002; De Kok et al., 2003; Deshpande & Damodar, 1994; Hornsby & 
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Kuratko, 2003; Little, 1986; McEvoy, 1984; Nguyen & Bryant, 2004) and also 

maintained by (Rauf et al, 2010).  

Every owner of SME wants to have effectively managed enterprise which is competitive 

in the market and appreciate high profits with employees which have high level of 

motivation regarding the flourishing process of the enterprise. Dissimilarity in 

competitiveness between SMEs today is considerably dissimilar compared to the period 

of past twenty years. The magnitude of factors such as technology, finances, production 

process and similar is diminished, while the most imperative sources of additional and 

newly created value of SMEs are their employees with their intellectual capital/assets, 

ability, imagination and information. Dissimilarities between competitive SMEs in 

relation to their manifestation, quality and functionality of products are declining. What 

be different SMEs more and more are their employees, i.e. their relation to customers, the 

way they resolve problematical conditions, momentum of their feedback/response, 

motivation, capability to learn, etc (Ceranic´ and Popovic´, 2009). 

 

3.5.1 HUMAN RESOURCE MANAGEMENT IN SME SECTOR OF PAKISTAN  

 

The SME sector of Pakistan is also affected due to the current global economic render 

down. This situation has depressing impact on the whole economy of Pakistan. 

Therefore, Human Resource policies and practices may offer the solution to this problem. 
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3.5.2 PERFORMANCE MANAGEMENT IN PAKISTAN  

 

It is reported that performance management systems have been dysfunctional when 

executed in the SMEs of Pakistan. The main reason for this ineffectiveness concerns the 

individual manager’s capability to present timely and exact response to employees. 

Moreover, employees in general do not actively take part in performance evaluation 

procedures. An analysis of performance appraisal systems in semi-Governmental 

organizations of Pakistan discovered a lack of necessary information and skillfulness, 

management support, personal benefits and discomfort on behalf of employees at the 

time of exchanging feedback and concluded that these are all detriments to the execution 

of performance appraisal systems (Ahmed et al., 2010). Managers seemed to have 

different opinions from employees on the issues which can be harmful for the 

effectiveness of performance evaluation. There were also seemed to be some perceptual 

gaps identified among male and female managers (Ishaq et al., 2009). The well-organized 

execution of performance management mechanisms includes: goal setting, managers’ 

training concerns performance management, reward systems, employee training and 

development, at the same time it was also revealed that performance reviews in the 

organization can resolve some performance appraisal challenges. While, some work is 

reported that addresses the matters related with the executing performance management 

systems, it is clear that more focused work is suggested, either directed towards public or 

the private sector organizations of Pakistan (Aslam and Sarwar, 2010).  

The performance management system of Pakistan when it was implemented in the SME 

sector of Pakistan remained ineffective. The main cause for this uselessness concerns 
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with the individual manager’s capability to provide timely and correct response to the 

employees. In addition, employees in general do not energetically play a role in 

performance assessment procedures. An examination of performance appraisal systems in 

semi-Governmental organizations of Pakistan discovered a lack of adequate knowledge 

and ability, management support, personal compensation and apprehension on behalf of 

employees whereas giving or receiving response and concluded that these all are 

disadvantages to the execution of performance appraisal systems (Ahmed et al., 2010; 

Saeed and Shahbaz, 2011). Managers keep dissimilar opinions from the employees 

regarding the issues which can be harmful for the success of performance appraisal 

(Ishaq et al., 2009). The well-organized execution of performance management system 

includes: goal setting, managers’ training concerns performance management, reward 

systems, employee training and development. At the same time it was also revealed that 

performance appraisal in the business can decide some performance appraisal challenges. 

While, some work deal with the matter concerned with the implementation of 

performance management systems of Pakistan (Aslam and Sarwar, 2010). 
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CHAPTER 4 

RESEARCH DESIGN AND METHODOLOGY 

 

INTRODUCTION 

 

In order to undertake the present study, it was necessary to formulate hypothesis that 

would meet the objectives of the study. It was further necessary to determine the sample 

selection criteria and to set up the types and methods of data needed to answer the 

research questions. This chapter discusses these factors and set out the fundamental 

structure for the research design and methodology for the study. 

 

4.1 RESEARCH PROCESS 

 

Research methodology refers to a systematic way of solving research problem. The most 

important quality of a good research is its search for authenticity. It is not easy to reach 

on trustworthy and believable results without high-quality research methodology (Rauf, 

2007). Earlier than the decision on research design choices are arranged, it is compulsory 
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to know “philosophical issues” around the research process (Easterby-smith, 2002 and 

Rauf, 2007). 

Saunders et al. (2012) acknowledged that if you have started considering on the subject 

of your research methodology whether you should, manage a questionnaire or to arrange 

the interviews. On the other hand, they condemned this approach and argued that before 

approaching to this essential position there are some significant layers for the research 

process “onion” we must understand before taking any final decision. As mentioned by 

Saunders et al. (2012) that the first layer of this research process “onion” is research 

philosophy. The second layer is about research approaches, third layer clarifies research 

strategies and fourth most important layer is relating to the data gathering method. These 

points are described in a greater detail in the following sections for reaching on a 

concrete decision with respect to research design. 

 

4.1.1 Research Philosophy 

 

This is related with the main layer of the research method “onion” which submits the 

method that we consider about the development of knowledge which is distributed into 

two separate groups i.e. positivism and phenomenology. These are different opinions 

regarding the attitude in which knowledge is developed and both are playing essential 

part in the research of business and management (Rauf, 2007 and Saunders et al. 2012). 

Bryman (2012) explains positivism as an epistemological place that advocates the usage 

of the approaches of the natural sciences for the study of social realism and beyond. 

 



88 
 
 

4.1.2 Research Approach 

 

According to Saunders et al., (2012) deductive approach relates to the positivism and the 

inductive approach to phenomenology because deductive approach put emphasis on the 

collection of quantitative data, whereas inductive approach highlights on the collection of 

qualitative data. Researchers generally use these terms quantitative and qualitative in 

place of deductive and inductive. Right now we cannot say that which method will be 

applied in this research but one thing is very clear that the present study will be focused 

on deductive (quantitative) approach. Both techniques have their own strong and weak 

points. Obviously we can not say that research will totally ignore inductive (qualitative) 

approach. This approach will be used in this research for reaching on required finding 

when it will be deemed fit. On Some occasions it emerge difficult to find out all the 

things by using only one approach while both quantitative and qualitative approaches 

have some attached benefits. Different research strategies about these two approaches are 

explained in next section  

 

4.1.3 Research Strategy 

 

Research strategy is the general plan in which researcher attempt to get response on the 

developed research question, explaining source of data and possible limits. A number of 

research strategies (survey, experiments, case study, grounded theory, ethnography and 

action research) are existed to answer research question (Saunder et al., 2012).  
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Rauf (2007 has categorized experiments and survey as quantitative research strategies 

while remaining four as qualitative research strategies. All these strategies are described 

as under.  

 

4.1.3.1 Survey 

 

Survey is considered a common and popular strategy in scientific finding for business 

and management research. This statement is justified because this strategy allows the 

collection of a large data from a sizeable population in an extremely economical way. 

Survey method mostly based often on questionnaire; however questionnaire is not the 

only data collection device for survey. Structured observations and structured interviews 

may be used as well (Saunders et al. 2012). Keeping in view the importance and 

relevancy with the present study we will principally use survey method for the data 

collection. After this method various other methods are also available for the researches 

which are explained in the following sections.   I have selected this method because that 

is more reliable to my research design as compared with other methods. 

 

4.1.3.2 Experiments 

 

As compared to other research strategies the experimental research approach is a research 

strategy which is less often used for data collection in business research. The purpose of 

investigation and its design are more imperative than the research method. According to 

Keppel (2004), this approach includes two types of experiments. The first one is “true 
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experiments with the random assignment of subjects to treatment conditions” The second 

one is “quasi experiments that use non-randomized designs and single-subject designs.” 

 

4.1.3.3. Case Study 

 

Case study is concerned with the “development of detailed, intensive knowledge about a 

single “case”, or a small number of related cases (Robson, 2002). The case study 

approach has a capability to produce answers to the question “why” as well as “what” 

and “how”. The data collection methods may include questionnaires, interviews; 

observations and documentary analysis (see Saunders et al. 2012). Yin (2003, in Melyoky 

2005) defines a case study as an “empirical inquiry that investigates a contemporary 

phenomenon within its real-life context especially when the limitations between 

phenomenon and context are not clearly evident”. 

 

4.1.4 Data Collection Methods 

 

Data collection methods are explained in this part of the research, which are concerned 

with collecting data (Hussey and Hussey, 2009). The central and last layer of the 

“research process onion” proposed by Saunders et al. (2012) requires the techniques of 

data collection. First and an important component of this last layer is sampling, and 

sampling may be explained as a technique to use of a subset of the population to 

represent the whole population. Sampling is considered as an important element because 

according to Maxim (1999), regardless of the process used for collecting data, some 
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strategy is required for deciding which units should be measured and included in a study 

and which one should be excluded from the research population. This technique of unit 

selection for data collection is known as sampling. 

 

4.2 HYPOTHESES 

Following are the main hypotheses of the study: 

H 1 There is a positive relationship between Small and Medium Enterprises (SMEs) 

and employment. 

H 2  During last five years SMEs are grown in Sindh. 

H 3 SMEs are playing a very major role in the economy of Pakistan. 

H 4 There is a positive role of textile industry of Pakistan in creation of job 

opportunities in the country. 

H 5 Government is taking serious efforts for developing future strategy for the 

promotion of SMEs in Sindh province of Pakistan.  

 

4.3 THE QUESTIONNAIRE 

 

This is widely used technique in the survey research. Questionnaires collect data by 

asking people to respond exactly the same set of questions (Saunders et al. 2012). Rauf 

(2007) suggests the administration of questionnaire by mail or by collective 

administration at the point where most of the target population is gathered. Collective 

administration of questionnaire ensures a very high response rate. Saunders et al (2012) 

classify questionnaire as self-administered or interviewer administered. Interviewer 
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administered questionnaire may be by telephone questionnaire or by structured interview. 

Self administered questionnaire may be online questionnaire, postal questionnaire or 

delivery and collection questionnaire. For this study, questionnaire will be developed 

with the help of earlier related survey studies. Many writers have highlighted the 

significance of the questionnaire technique as a prospective research tool in social 

research. For example, Ary et al. (2009) argued that the questionnaire is typically more 

capable and useful and permits for the use of a larger sample. The advantages of 

questionnaires are that standard instructions are given to all subjects under study. The 

personal manifestation, frame of mind, or behavior of the investigator will not influence 

the results. An analogous point was made by Ray (2009) who suggested that potential 

respondents can accomplish at comparatively low cost by the use of questionnaire. 

Sansoni (2011) recommended that the questionnaire has the advantage of increasing 

generalizability of the data, and at the same time it gives respondents more autonomy for 

communicating their points of view. However, the researcher should be aware of intrinsic 

imperfection of the research instrument and the explanation of the subsequent results. It 

should be acknowledged that questionnaires or interviews cannot make clear to us what 

people’s behavior is and what they want to do (Harris and Brown, 2010). 

Sincero (2012) argued that the survey questionnaire method may be exclusively 

advantageous to someone who searches for getting information on the subject on which 

he wants to be familiar. 
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Some of the advantages of a questionnaire survey can be acknowledged in the present 

study. This study deals with a literate part of the working population, the area of present 

study were based on the following districts. 

1. Karachi. 

2. Hyderabad. 

3. Sanghar. 

4. Matiari.  

In this regard, consequently, a questionnaire survey method would be suitable for this 

kind of study. However, other weaknesses of the questionnaire survey method must be 

kept in mind such as being open to misconception by the respondents and potentially 

forcing synthetic options; these were undertaken through the pilot study as will be 

discussed in the following sections. 

The methodology to carry out the research by questionnaire pin a sequence of 

stepladders, each of which needs to be carefully designed. The methodology used in this 

study can be summarized as follows: 

1. The objectives of the study were determined. 

2. The chronological steps for execution of the survey were sketched. 

3. The sampling plan was developed. 

4. The structure of the questionnaire items was undertaken. 

5. Pilot study. 

Most of the questions were fixed-alternative or closed ones. This is for the reason that the 

researcher thought that maintaining uniformity among respondents would be a great 

problem in a developing country like Pakistan which lacks the research activities of the 
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more developed world. Closed questions produced greater consistency among 

respondents along the particular aspects in which researcher was involved. One more 

cause for the use of closed form questions was that they entail no writing and 

quantification, are uncomplicated and they are simple and more rapidly to answer, 

therefore, more questions can be raised within a limited time (Oppenheim, 2000). 

Another ground for the use of fixed alternative or closed questions in this study was that 

these types of questions are sometimes referred to as the restricted or structured type. 

They consist of questions or statements to which a person responds by choosing one or 

more options such as yes or no (Colosi, 2006). 

There are many other advantages of the close-ended questions as indicated by Baily 

(2008). Firstly, the answers are standard, and can be compared from person to person; 

secondly, the answers are greatly easier to code and analyze, and often can be coded 

directly from the questionnaire; thirdly, the respondent is frequently unambiguous about 

the meaning (as the pilot study works out any uncertainty), fourthly, the answers are 

comparatively complete and it is often easier for a respondent to respond as he has to 

select a category.  

According to Emory (1980) that the closed response forms the respondent selects from 

two or more prearranged response possibilities. As argued by Zikmund, et al (2012) that 

fixed-alternative questions need diminutive interviewer proficiency, take not as much of 

time, and are easier for the respondent to respond and also maintained by Sekaran (2010) 

that the closed questions help the respondent to make quick decisions by creating an 

option among the several choices which are provided. They also help the researcher to 

code the information without difficulty for subsequent analysis.    
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On the other hand, such questions also have some disadvantages. Such as, it is not very 

simple for a respondent who does not know the answer nor has no view to try to guess the 

proper answer or even to answer randomly. The respondent may feel uneasy because the 

proper category for his or her answer either is not given at all or is not given in adequate 

detail. A question may also include numerous categories and can lead to mistakes. The 

variation in explanation of what was meant by the question may also go undetected. The 

variation in answers among the different respondents may be abolished unnaturally by 

forced-choice responses and finally, there is the possibility of a clerical mistake as the 

respondent may for example circle a three when he or she meant to circle a two (Baily, 

2008). One can argue in the context of the given disadvantages of close-ended question, 

that open-ended questions are free from these limitations. The respondent cannot guess 

the answer when he or she does not know the answer, no aggravation is caused due to 

lack of a suitable category, and the tribulations of mistakes and differences in explanation 

can also be evaded. 

On the other hand, open-ended questions were not employed in the present study, for the 

reason that they have so many disadvantages also. In this connection, Glasow (2005) 

highlighted that free response approach presents immense complexity in provisions of 

time and expenditure for tabulating and summarizing the results, and there is a risk that 

the respondent may skip the more imperative answer just for the reason that he feels it is 

apparent. Moreover, Siniscalco (2005) has also pointed out that respondents frequently 

exploit many different words to convey the same idea, and it can be hard to recognize 

whether respondents are communicating the similar or dissimilar ideas. 
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In this research, closed or fixed choice questions were planned which supported  to make 

sure that answers were given in a structure of reference that was pertinent to the purpose 

of our enquiry and in a form that was usable in our analysis. Additionally, the 

researcher’s concentration was to deal empirically with the impact of SMEs on 

employment in textile industry of Pakistan. This would have been more difficult with the 

use of open-ended questions or free response statement technique, for the reason that the 

respondents might have been unwilling to squander a substantial period of time and effort 

on answering the questionnaire. 

The appearance and technique of the questions were strong-minded largely on the basis 

of the accessible literature (in particular the study by Davies, 1986 and Syed, 1988), the 

researcher’s knowledge and the pilot study was carried out before the administration of 

the final version of the questionnaire. A related point was raised by Nunes et al (2010) 

when they maintain that choosing between suitable forms of questions depends upon the 

common sense and the past experience of the researcher. 

Care was taken in wording the questions so that they were comprehended by the 

respondent in the way that the researcher meant them to be. It was acknowledged that 

there has been approximately no systematic investigation and very little information 

about the manpower implication in SMEs in textile industry of Pakistan. Consequently, 

the methodology by means of a questionnaire technique was considered to be the most 

suitable for providing the research with the required data. The researcher selected two 

different groups: managers and employees to meet the overall objective of the study. 

The efforts were used to make sure that the items incorporated in the questionnaire were 

relevant and easily understood. For this intention, a pilot study was carried out as 
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suggested by Nunes et al (2010) who pointed out that a ‘pilot survey’ almost constantly 

results in necessary development to the questionnaire and a general increase in the 

effectiveness of the enquiry. The two separate questionnaires (managerial questionnaire 

and employee questionnaire) were further tested and some modifications were made 

before up to standard instruments were produced. These questionnaires were also 

reviewed by the people recognizable with questionnaire construction and design prior to 

they took final shape. 

The pilot study involved two main groups (managers and employees) and ten sample 

SMEs in textile industry. The pilot survey included twenty managers (two from each 

sample SME) and forty employees (four from each SME). 

The outcomes of the pilot study suggested that there were some needs for modification of 

the research instruments. Consequently, slight amendments were made on the basis of 

difficulties experienced by the respondents. 

The final questionnaire comprises two versions, namely: 

1. A managerial questionnaire. 

2. An employee questionnaire. 

All these two questionnaires are reproduced in the appendices (see Appendix A and B) 

 

4.3.1 The Managerial Questionnaire 

 

The managerial questionnaire was administered at three types of SMEs in textile industry 

of Pakistan such as, Cotton Ginning Factories, Weaving Sector and Readymade Garment 

Industry of all four districts included in the sample. The main instrument was divided into 
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two sub sections. General background information about the organization is contained in 

section one (Q: 1 to Q: 11) includes name and age of enterprise, size in terms of number 

of employees, qualification of the manager, age group of the manager and managerial 

hierarchy. Q: 12 was designed to know the ownership form of the enterprise, Q: 13 was 

related with the legal form of the business such as; Proprietorship, Partnership or 

Company/corporation. Q: 14 was concerned with the barriers to the development of the 

SMEs in Pakistan such as: unstable legal environment, low purchasing power of the 

population, lack of qualified human resources, lack of clear government SME policy, 

lack of management skills and finally, lack of proper marketing skills in Sindh.  Q: 15 

was related with the economic importance of the SMEs such as: SMEs play a very major 

role in the economy of Pakistan, SMEs are the major source of foreign exchange 

earnings, SMEs create the best rising export sub-sectors, SMEs have a major contribution 

in Pakistan’s GDP, A known feature of SME sector is its ability to create jobs, SMEs 

maintain the poverty alleviation activities through creating employment and SMEs in 

general consider employees as their most important resources Q: 16 covers the areas 

relating to the social importance of the SMEs such as: SMEs assist in fostering a self-help 

and entrepreneurial culture, SMEs boost up an entrepreneurial strength which puts 

forward flexibility in the economy, SMEs are more capable in resource allocation as 

compared to large scale industries, SMEs are pioneer in developing new products and 

services, SMEs are in general very quality minded in the products and services they 

provide, growth of SMEs in Sindh and Government’s efforts for the promotion of SMEs 

in Sindh. Q: 17 was designed for seeking response from the managers on the problems of 

the SMEs such as: political instability, law and order situation, environmental issues, 
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rising ratio of unemployment, energy crisis, taxation problems, lack of trained manpower 

and uncertainty about the future is a hampering factor for SME business. Q: 18 was 

developed for getting the responses regarding the impact of Small and Medium 

Enterprises (SMEs) on creation of employment on the statements such as: SMEs are the 

major source of employment, SMEs are also largest source of domestic employment, 

SMEs have reduced un-employment in the country and SMEs have created job 

opportunities in rural areas of Sindh. Finally, Q: 19 was asked relating to the economic 

contribution of textile industry on the areas of: role of textile sector in job creation, role 

of textile sector in export, role of textile in manufacturing sector and performance of 

SMEs in textile industry during last five years. 

 

4.3.2 The Employee Questionnaire 

 

This questionnaire was also divided into two sections/parts. Part one was related with the 

basic information regarding the employees. This section contains (Q: 1 to Q: 7) which 

includes the name of SME, age group of an employee, level of educational, department in 

which he/she is engaged, length of service and type of service. The second part of this 

questionnaire contains (Q: 8 to Q: 12). In Q: 8 a five point Likert scale (Strongly Agree---

---------Strongly Disagree) was used to assess the following questions: Unstable legal 

environment, Low purchasing power of the population, Lack of qualified human 

resources, Lack of clear government SME policy, Lack of management skills and Lack of 

marketing skills. Q: 9 was asked about the agreement or disagreement of some statements 

which were asked to the respondents. These statements were: SMEs are the major source 



100 
 
 

of employment, SMEs are also largest source of domestic employment, SMEs have 

reduced un-employment in the country and SMEs have created job opportunities in rural 

areas of Sindh. In Q: 10 responses were sought from the employees on the issues of 

economic importance of SMEs such as: SMEs play a very major role in the economy of 

Pakistan, SMEs are the major source of foreign exchange earnings, SMEs create the best 

rising export sub-sectors, SMEs have a major contribution in Pakistan’s GDP, A known 

feature of SME sector is its ability to create jobs, SMEs maintain the poverty alleviation 

activities through creating employment and finally, SMEs in general consider employees 

as their most important resource. Q: 11 was concerned with the social importance of 

SMEs such as: SMEs assist in fostering a self-help and entrepreneurial culture, SMEs 

boost up an entrepreneurial strength which puts forward flexibility in the economy, SMEs 

are more capable in resource allocation as compared to large scale industries, SMEs are 

pioneer in developing new products and services, SMEs are in general very quality 

minded in the products and services they provide, Growth of SMEs in Sindh and 

Government’s efforts for the promotion of SMEs in Sindh.   

 

4.4 THE SAMPLE 

 

Sampling is a statistical technique, which is used in about every field in order to gather 

information, and on the basis of this information inferences about the characteristics of a 

population are made. The values of the population characteristics are summarized by 

certain numerical descriptive measures, called parameters. The values of the population 

parameters, which are in the entire unknown situations, would have to be estimated and 
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to get estimates the observations composing a sample are used to calculate a 

corresponding numerical descriptive measure, called a statistics. Thus we use statistics to 

estimate parameters (Chaudhry, 1995). Recent work done by Mann (2008) on SMEs 

sample selecting with reference to Pakistan. 

The sampling frame is closely related to the population. It is the list of elements from 

which the sample is actually drawn. Ideally it is a list of population members only 

(Cooper and Schindler, 2013). 

As it is impossible financially and physically, to survey all the Small and Medium 

Enterprises (SMEs) in all the categories i.e. manufacturing, trading and service sector. 

Therefore, researcher has randomly selected SMEs in textile industry for the purpose of 

this study. The overall sample size sought was 370 respondents (115 managers and 250 

employees). Simple sample sizes were also sought for each textile sector included in the 

sample (e.g. 50 managers and 100 employees from Cotton Ginning Sector, 20 managers 

and 60 employees from Weaving Sector and 45 managers and 90 employees from 

Readymade Garments Sector). In the event these targets were not completely met, due to 

time constraints and some lack of cooperation. The final sample achieved was comprised 

of 300 respondents, including 100 managers and 200 employees. The District wise break 

up is given in the following table 4.1 

 

 

 

 

 

 



102 
 
 

TABLE 4.1 DISTRICT WISE BREAK UP OF SAMPLE SMEs IN TEXTILE                 

INDUSTRIES. 

S.# Name of District No. of industries surveyed 

1 Karachi  18 

2 Hyderabad 07 

3 Sanghar 20 

4 Matiari 05 

Total 50 

 

The sector wise break up is given in the following table 4.2. 

TABLE 4.2 SECTOR WISE BREAK UP OF SMEs IN TEXTILE INDUSTRY 

WERE SURVEYED 

S.# Name of Sector No. of industries were surveyed 

1 Cotton Ginning Sector 25 

2 Weaving Sector  10 

3 Readymade Garments 15 

Total 50 

 

4.5 DATA COLLECTION PROCEDURES 

 

The method by which data were collected took two forms: 

1. Questionnaires 

2. Personal interviews 
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The main data collection instrument (the questionnaire) was divided into two types; 

managerial questionnaire and employees’ questionnaire. The questionnaires were lengthy 

and also included two additional pages presenting a brief introduction of the topic and 

instructions to complete the questionnaire and a letter of recognition signed by the 

supervisor.  

After conducting the pilot study, as discussed previously, questionnaires were 

administered on the two samples.  For this purpose, prior appointments especially with 

managerial heads were made through telephone and personal visits. However, after 

having interviewed managers it became easier to interview the employees with the 

permission of the managerial heads of the SMEs on the other hand, it was felt that the 

employees were more conscious to give response on some questions which were related 

with the management in their presence.  

It was recognized that respondents were busy some unwilling to complete the 

questionnaire, therefore, researcher was obliged to read out and fill in the questionnaire 

himself approximately in under 75% cases while more than 25% questionnaires were 

completed by the respondents themselves. These interviews were conducted in each case 

in the interviewee’s office. All those who agreed to be interviewed gave generously of 

their time and were willing to make every endeavor to make sure that the meeting was 

valuable.  

 

 

 

 



104 
 
 

4.6 ADMINISTRATIVE PROCEDURES 

 

Gaining admittance to data is always exigent. Feeling this difficulty an introductory letter 

was obtained from my supervisor and a letter was written by the researcher containing a 

laconic introduction regarding the study and directives to accomplish the questionnaires 

were also attached with the particular questionnaires to convince the respondents for their 

quick reply (see Appendix C). 

 

4.7 RESPONSES AND RESPONSE RATE  

 

As regards the management sample, in all 115 questionnaires were distributed and 100 

were completed and returned. In relation to the employees’ sample, a total of 250 

questionnaires were distributed and 200 of these were completed and returned. However, 

the response rate according to managers’ and the employees’ categories are as follows: 

TABLE 4.3 DISTRIBUTIONS OF RESPONDENTS AND RESPONSE RATE 

Sr. No. Sample group Total number of 

questionnaires distributed 

number of questionnaires 

completed and returned 

Percentage 

1 Management 115 100 87% 

2 Employees 250 200 80% 

 

Thus the aggregate response rate achieved was 82.19 percent.  
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4.8 THE CHARACTERISTICS OF THE SAMPLES 

 

In this section, attempt is made to report on the characteristics of two different samples; 

managers and employees. 

 

4.8.1 The Characteristic of Managerial Sample 

 

This section describes the characteristics of the managers’ sample surveyed in the present 

study. 

 

4.8.1.1 Sample by Sector 

 

The management sample includes 100 managers drawn from three sectors of SMEs in 

textile industry at various worksites. Table 4.4 shows the distribution of participants 

under this study according to SMEs sample. Thus the ginning factories represented 50 

percent, weaving industries 20 percent and garment factories 30 percent of the 

management sample. 
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TABLE 4.4 DISTRIBUTION OF MANAGERS SAMPLE BY SECTOR AND 

WORKSITES (N=100) 

Sr. 

No. 

Name of 

Sector 

No. of 

managers

% W O R K S I T E S Total 

 

% 

Kar. Hyd. Sanghar Matiari 

1 ginning 

factories 

50 50 -- -- 20 05 25 50 

2 weaving 

industries 

20 20 08 02 -- -- 10 20 

3 garment 

factories 

30 30 10 05 -- -- 15 30 

Total 100 100 18 07 20 05 50 100

 

4.8.1.2 Sample by Educational Level 

 

According to educational level like Under Graduate, Graduate, Master, M.Phil and PhD 

the sample was distributed as mentioned in the following table 4.5.  The total numbers of 

respondents were hundred. 
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TABLE 4.5 DISTRIBUTION OF RESPONDENTS ACCORDING TO THEIR 

EDUCATIONAL LEVEL (N=100) 

Sr. No.  Educational Level  Number of Respondents Percentage 

1 Under Graduate 22 22% 

2 Graduate 62 62% 

3 Master 16 16% 

4 M.Phil -- -- 

5 PhD -- -- 

Total 100 100% 

 

4.8.1.3 Sample by Legal Status of SMEs 

 

The sample was distributed according to the legal status of the SMEs such as 

Proprietorship, Partnership or Company/Corporation. This is included in the following 

table 4.6. 

TABLE 4.6 DISTRIBUTIONS OF RESPONDENTS ACCORDING TO LEGAL 

STATUS (N=100) 

Sr. No.  Legal Status Number of Respondents Percentage 

1 Proprietorship 73 73% 

2 Partnership 27 27% 

3 Company/corporation -- -- 

Total 100 100% 
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4.8.1.4 Sample by Employment Size 

 

In this section the sample was distributed according to the employment size which is 

mentioned in table 4.7 

TABLE 4.7 DISTRIBUTIONS OF RESPONDENTS ACCORDING TO 
EMPLOYMENT SIZE (N=100) 

Sr. No.  Number of Employees Number of Respondents Percentage 

1 01-50 22 22% 

2 51-100 64 64% 

3 101-150 12 12% 

4 151-200 02 02% 

5 201-250 -- -- 

Total 100 100% 

 

4.8.2 The Characteristics of Employees Sample 

 

This section describes the characteristics of the employees sample surveyed in the present 

study. 

 

4.8.2.1 Sample by Sector 

 

The employees sample numbered 200 which were drawn from three sample SMEs in 

textile industry at the same worksites as in the managerial sample. Table 4.8 indicates the 

distribution of respondents under this study. Therefore ginning factories contributed 50 
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percent, weaving industries accounted for 20 percent and garment factories contributed 

30 percent of total employees’ sample.  

TABLE 4.8DISTRIBUTION OF EMPLOYEES SAMPLE BY SECTOR (N=200) 

Sr. No. Name of Sector Number of respondents Percentage 

1 Ginning Factories 100 50% 

2 Weaving Industries 40 20% 

3 Garment Factories 60 30% 

Total 200 100% 

 
 

4.8.2.2 Sample by Age groups 

 

The sample of 200 employees which were drawn from the 50 SMEs of three textile 

sectors was distributed according to their age groups. Table 4.9 indicates that 20% 

respondents were between 18-25 years age groups, 49% were 26-35 years age group, 

20.5% participants were between 36-45 years age group, whereas only 10.5% 

respondents were 45 years and above.   

TABLE 4.9 DISTRIBUTION OF EMPLOYEES SAMPLE BY AGE GROUPS  

(N=200) 

Sr. No. Age Groups Number of respondents Percentage 

1 18-25 years 40 20% 

2 26-35 years 98 49% 

3 36-45 years 41 20.5% 

4 45 years and above 21 10.5% 

Total 200 100% 
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4.8.2.3 Sample by Length of Service  

 

According to the distribution of sample by length of service 10% respondents were less 

than one year services, 34% were 1-5 years of service, 38% were 6-10 years of service 

and 18% of the participants were 11-20 years of service as shown in the table 4.10 below. 

TABLE 4.10 DISTRIBUTION OF EMPLOYEES SAMPLE BY LENGTH OF 

                      SERVICE (N=200) 

Sr. No. Length of Service Number of respondents Percentage 

1 Less than one year 20 10% 

2 1-5 years 68 34% 

3 6-10 years 76 38% 

4 11-20 years 36 18% 

 More than 20 years -- -- 

Total 200 100% 

 

4.8.2.4 Sample by Educational Level 

 

According to educational level the sample is distributed as mentioned in the following 

table 4.11. 
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TABLE 4.11DISTRIBUTION OF RESPONDENTS ACCORDING TO THEIR 

EDUCATIONAL LEVEL (N=200) 

Sr. No.  Educational Level  Number of Respondents Percentage 

1 No Formal Education 04 02% 

2 Primary 18 09% 

3 Middle 36 18% 

4 Matriculate  77 38.5% 

5 Inter 48 24% 

6 Graduate 17 8.5% 

7 Master -- -- 

8 Other if any -- -- 

Total 200 100% 

 

4.9 STATISTICAL ANALYSIS 

 

The methods of analysis used in the present study were smoothly progress with the help 

of computer programs available in the Statistical Package for the Social Sciences (SPSS) 

package (Nie et al, 1983). This package was also used by Syed (1988). 

The data were coded, inputted and subjected to statistical analysis in the following 

manner: 

1. Descriptive Statistics 

2. Pearson Product-moment correlation  

3. One way analysis of variance 
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4. T-test 

The first objective in the analysis of the data will be to explore the frequency 

characteristics of each variable. The output will present the percentage and number of 

cases of each variable for the entire population sample. 

The next objective of the data analysis will be to discover the potency of association 

between variables and to examine the degree of variation between them in each section of 

the study. The analysis technique employed will be the Pearson product-moment 

Correlation. Output from this program will include the co-efficient, the test of the 

significance and the number of cases upon which the correlation co-efficient was 

computed.  

Finally one-way analysis of variance was employed to discover whether the means of 

three sample SMEs were significantly different or not. As indicated by Cohen and 

Holliday (1984:257 and Syed, 1988:202), the one-way analysis of variance is the most 

commonly used technique for examining the differences between several groups’ means. 

The paired sample t-test is also used to identify the differences between two groups of the 

respondents and will be utilized in the comparisons of managerial and employee 

questionnaires.  
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CHAPTER 5 

IMPACT OF SMEs ON EMPLOYMENT: 

THE MANAGERIAL PERSPECTIVE 

 

INTRODUCTION  

 

This chapter is devoted to the data analysis of the managerial questionnaire. It is divided 

into seven sections. Section one focuses on barriers to the development of the SMEs in 

Pakistan. Section two will shed light on the economic importance of SMEs. Section three 

present the social importance of SMEs. Section four examines the problems of SMEs. 

Section five addresses the impact SMEs on creation of employment. In section six 

economic contributions of textile industry are discussed. Finally, in section seven the 

hypotheses of the study are tested.  

 

5.1 BARRIERS TO THE DEVELOPMENT OF THE SMEs IN PAKISTAN 

 

An attempt was made to identify the barriers to the development of SMEs in Pakistan.  A 

six item question was formulated to find out the obstacles for the development of SME 
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sector of Pakistan, the specific question was: Do you agree or disagree with the following 

barriers to the development of the SMEs in Pakistan? This question was further divided 

in to six sub-questions which include; unstable legal environment, low purchasing power 

of the population, lack of qualified human resources, lack of clear government SME 

policy, lack of management skills and lack of proper marketing skills. To answer this 

question, a five point Likert scale was used as shown in the managerial questionnaire    

(see Appendix A). 

In relation to unstable legal environment, the responses were obtained from the managers 

of the SMEs in textile industry. More than 40% of the respondents appeared to be agreed, 

less than 30% neither agreed nor disagreed and less than 30% of the respondents seemed 

to be disagreed with the statement. In this way the results of this study indicate that the 

majority of the respondents i.e. more than 40% seemed to be agreed with the above 

statement. As far as low purchasing power of the population was concerned, 

approximately half of the respondents appeared to be agreed, less than 30% remained un-

decided, while, more than 1/5th of the participants seemed to be disagreed. The results of 

this statement revealed that the majority of the respondents (49%) seemed to be in 

agreement with the statement. In response of the lack of qualified human resources, more 

than 1/3rd of the participants appeared to be agreed with this statement, less than one 

quarter remained undecided (neither agree nor disagree) and more than 40% seemed to be 

disagreed. It is clearly indicated from the responses that the majority of the respondents 

were disagreed with the above statement that means there is no shortage of qualified 

human resources in Pakistan. When the respondents were asked relating to the issue of 

the clear government’s SME policy, more than half of the respondents appeared to be 
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agreed, less than 20% remained un-decided, while less than one quarter of the 

respondents seemed to be disagreed. In this way the majority of the respondents clearly 

showed their agreement with the above statement. In response of the question relating to 

the management skill, less than 10% of respondents appeared to be agreed, less than 30% 

of the participants remained un-decided, whereas more than 60% of the respondents 

seemed to be disagreed. Finally when the respondents were asked the question regarding 

lack of proper marketing skills, no one of the respondents seemed to be agreed with the 

statement, only less than 15% of the participants remained un-decided, while the majority 

of less than 90% of the respondents appeared to be disagreed as shown in the following 

table 5.1  

TABLE 5.1 BARRIERS TO THE DEVELOPMENT OF THE SMEs IN 

PAKISTAN (N=100) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree

Total 

a. Unstable legal 

environment  

17 

(17%) 

25 

(25%) 

29 

(29%) 

20 

(20%) 

09 

(09%) 

100 

(100%) 

b. Low purchasing power 

of the population  

19 

(19%) 

30 

(30%) 

29 

(29%) 

16 

(16%) 

06 

(06%) 

100 

(100%) 

c. Lack of qualified 

human resources 

12 

(12%) 

23 

(23%) 

23 

(23%) 

27 

(27%) 

15 

(15%) 

100 

(100%) 

d. Lack of clear 

government SME policy 

27 

(27%) 

26 

(26%) 

25 

(18%) 

14 

(14%) 

08 

(08%) 

100 

(100%) 

e. Lack of management 

skills 

-- 09 

(09%) 

28 

(28%) 

29 

(29%) 

34 

(34%) 

100 

(100%) 

f. Lack of proper 

marketing skills 

-- -- 13 

(13%) 

59 

(59%) 

28 

(28%) 

100 

(100%) 
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One-way analysis of variance was used to investigate the differences of opinion among 

the three managerial groups of the sample SMEs in textile industry and a Tukey Test was 

performed for statistical significance. Tukey Test is applied to find out which of the 

means differ significantly (Cohen and Holiday, 1984:262 and Syed, 1988). In this 

respect, a significant difference of opinion was found among the managers of the three 

sample SMEs in textile industry in relation to the perceived unstable legal environment, 

low purchasing power of the population, lack of qualified human resources, lack of clear 

government SME policy. Although no significant differences were found in relation to 

the lack of management skills, lack of proper marketing skills (F=1.7610, p=0.2135 and 

F=0.4895, p=0.6246 respectively). In this way no significant difference of opinion across 

three groups of managers was found as mentioned in the following table 5.2. 

TABLE 5.2 MEAN SCORES AND STANDARD DEVIATIONS OF THE 
MANAGERS’ PERCEPTIONS ABOUT BARRIERS TO THE 
DEVELOPMENT OF SMEs IN TEXTILE INDUSTRY OF 
PAKISTAN 

 Ginning  
(n=50) 

Weaving  
(n=20) 

Garments 
(n=30) 

ANOVA 
By sector 

Items Mean SD Mean SD Mean SD F p 
a. Unstable legal 
environment  

10 3.536 04 2.121 06 2.236 6.363 0.013 

b. Low 
purchasing power 
of the population  

10 3.674 04 2.915 06 3.674 3.943 0.048 

c. Lack of 
qualified human 
resources 

10 4.183 04 1.581 06 1.581 6.222 0.014 

d. Lack of clear 
government SME 
policy 

10 4.062 04 1.581 06 3.391 3.391 0.0331

e. Lack of 
management 
skills 

10 6.745 04 3.391 06 4.743 1.761 0.213*

f. Lack of proper 
marketing skills  

10 15.017 04 4.062 06 6.633 0.4895 0.625*

*=Not significant. 
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Relationship between barriers to the development of SMEs items  

 

The coefficient of correlation did not reflect any significant relationship between barriers 

to the development of SMEs items such as unstable legal environment, low purchasing 

power of the population, lack of qualified human resources, lack of clear government 

SME policy, lack of management skills and lack of proper marketing skills, these items 

are independent nature, therefore the coefficient of correlation of these item was not 

statistically significant as shown in the following table 5.3. 

TABLE 5.3 INTERCORRELATIONS BETWEEN BARRIERS TO THE    

DEVELOPMENT OF SMEs ITEMS 

Variables 1 2 3 4 5 6 

1. Unstable legal environment -      

2. Low purchasing power of the population .944** -     

3. Lack of qualified human resources .631 .432 -    

4. Lack of clear government SME policy .711 .858* -.024 -   

5. Lack of management skills -.171 -.429 .393 -.776 -  

6. Lack of proper marketing skills -.252 -.522 .506 -.744 .709 - 

 
** Correlation is significant at the 0.01 level. 

* Correlation is significant at the 0.05 level. 
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5.2 ECONOMIC IMPORTANCE OF SMEs 

 

In order to assess the economic importance of SMEs in various aspects, a seven item 

question was designed covering a range of issues such as the role of SMEs on the 

economy of Pakistan, SMEs as the major source of foreign exchange earnings, SMEs 

create the best rising export sub-sectors, contribution in Pakistan’s GDP, ability to create 

jobs, poverty alleviation and employees as their most important resources. The main 

question which was asked, “Considering about the economic importance of Small and 

Medium Enterprises (SMEs) to what extent do you agree or disagree.” Responses were 

sought on a five point Likert scale (ranking from strongly agree-----------strongly 

disagree). These statements are discussed in the following manner: 

The results of our study suggest that majority of the respondents (57%) showed 

agreement that the SME sector of Pakistan is playing a major role in the economy of 

Pakistan, less than 20% appeared to be disagreed, while one quarter were seemed to be 

un-decided. The results of the present study are in line with the (Bhutta et al, 2007, 

SMEDA, 2007, International Finance Corporation, 2008, Kureshi et al 2009 and Memon 

et al 2010).As far as SMEs are the major source of foreign exchange earnings was 

concerned the findings of the present study also reveal 50% of the respondents were of 

the opinion that the SMEs are the major source of foreign exchange earnings, less than 

one quarter of the participants disagreed with the statement and less than 30% were 

neither in agreement nor in disagreement with the statement. An examination of the 

statement about the SMEs creates the best rising export sub-sectors indicates that SME 

sector of Pakistan is the best creator of increasing export sub-sector. The majority of the 
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managers (more than 50%) seemed to be in agreement with the above statement, less than 

one quarter disagreed and more than 20% neither agreed nor disagreed. In response of the 

statement SMEs have a major contribution in Pakistan’s GDP, a majority of managers 

(approximately 50%) were of the opinion that SMEs have a major contribution in 

Pakistan’s GDP, one quarter of the participants disagreed, whereas more than one quarter 

remained un-decided (neither agree nor disagree).In case of a known feature that SME 

sector has ability to create jobs; the evidence of our study indicates that SME sector is the 

source of job creation. The findings of the study are in line with the study of Feizpour and 

Jamali, (2009) who argued that the small sector of business plays a very important role in 

economic improvement and making employment. According to findings of our study, a 

large proportion (55%) perceived that SMEs are maintaining the poverty alleviation 

activities through creation of employment, less than 20% did not see the SMEs in the 

poverty alleviation activities through employment generation, while less than 30% were 

not clear in their opinions.  The findings of our study support the arguments of Cook and 

Nixson (2000). According to him the growth of SMEs is seen as the way to accelerating 

the achievement of wider socio-economic objectives, including poverty alleviation. 

Finally in response to the statement that the employees are the most important resources 

of the SMEs, the majority of the respondents approximately 50% were in agreement, 

more than one quarter indicated their disagreement, while less than one quarter of the 

managers remained un-decided due to lack of interest (see table 5.4). 

 

 

 



120 
 
 

TABLE 5.4 ECONOMIC IMPORTANCE OF SMEs (N=100) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree

Total 

a. SMEs play a very major 

role in the economy of 

Pakistan. 

23 

(23%) 

34 

(34%) 

25 

(25%) 

14 

(14%) 

04 

(04%) 

100 

(100%) 

b. SMEs are the major source 

of foreign exchange earnings.    

21 

(21%) 

29 

(29%) 

28 

(28%) 

15 

(15%) 

07 

(07%) 

100 

(100%) 

c. SMEs create the best rising 

export sub-sectors 

21 

(21%) 

33 

(33%) 

22 

(22%) 

16 

(16%) 

08 

(08%) 

100 

(100%) 

d. SMEs have a major 

contribution in Pakistan’s 

GDP 

19 

(19%) 

30 

(30%) 

26 

(26%) 

18 

(18%) 

07 

(07%) 

100 

(100%) 

e. A known feature of SME 

sector is its ability to create 

jobs. 

23 

(23%) 

30 

(30%) 

26 

(26%) 

15 

(15%) 

06 

(06%) 

100 

(100%) 

f. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

24 

(24%) 

31 

(31%) 

28 

(28%) 

12 

(12%) 

05 

(05%) 

100 

(100%) 

g. SMEs in general consider 

employees as their most 

important resources 

20 

(20%) 

29 

(29%) 

23 

(23%) 

17 

(17%) 

11 

(11%) 

100 

(100%) 
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According to the one-way analysis of variance, a significant difference of the opinions 

was noted among all the three managerial groups of the sample SMEs in textile industry 

at the significant level of 0.05. The findings of the present study revealed that the p value 

of all the items was less than 0.05 except in only one item of the SMEs maintain the 

poverty alleviation activities through creating employment where F=3.076 and p=0.083 

which was greater than the 0.05 level of significant which indicates that there was no 

significant difference of opinion across three groups of managers in relation to the 

statement that the SMEs cause reduction in poverty as shown in the following table 5.5 

TABLE 5.5MEAN SCORES AND STANDARD DEVIATIONS OF THE 
MANAGERS’ PERCEPTIONS ABOUT THE ECONOMIC 
IMPORTANCE OF SMEs 

 Ginning  
(n=50) 

Weaving  
(n=20) 

Garment  
(n=30) 

ANOVA 
By sector 

Items Mean SD Mean SD Mean SD F p 
a. SMEs play a very 
major role in the 
economy of Pakistan. 

10 4.359 04 2.915 06 2.915 3.888 0.049 

b. SMEs are the major 
source of foreign 
exchange earnings.          

10 3.937 04 2.449 06 3.391 4.242 0.040 

c. SMEs create the best 
rising export sub-
sectors 

10 4.301 04 2.236 06 2.915 4.375 0.037 

d. SMEs have a major 
contribution in 
Pakistan’s GDP 

10 2.828 04 2.739 06 4.000 4.444 0.035 

e. A known feature of 
SME sector is its 
ability to create jobs. 

10 3.937 04 2.739 06 3.391 4.058 0.045 

f. SMEs maintain the 
poverty alleviation 
activities through 
creating employment. 

10 4.796 04 3.000 06 3.674 3.076 0.083*

g. SMEs in general 
consider employees as 
their most important 
resources 

10 2.549 04 2.000 06 2.549 8.235 0.006 

* Not significant 
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Relationships between economic importance of SMEs items 

As shown in table 5.6 there is a high degree of inter-correlation between the item scores 

of managers’ perceptions relating to economic importance of SMEs items. The Interco 

relations show a number of relatively strong and positive relationships between the 

perceived economic importance of SMEs. This pattern of positive correlation underlines 

the perceived favorable economic importance of SMEs.   

TABLE 5.6INTERCORRELATIONS BETWEEN THE ECONOMIC 

IMPORTANCES OF SMES ITEMS 

Variables 1 2 3 4 5 6 7 

1. SMEs play a major role in 

the economy of Pakistan. 

-       

2. SMEs are the major source 

of foreign exchange earnings 

.966** -      

3. SMEs create the best rising 

export sub-sectors 

.984** .920* -     

4. SMEs have a major 

contribution in  Pakistan’s 

GDP  

.962** .973** 

 

.948** -    

5. A known feature of SME is 

its ability to create jobs. 

.991** .987** .952** .965** -   

6. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

.977** .985** .927* .937** .992** -  

7. SMEs in general consider 

employees as their most 

important resources 

.988** .958** .991** .978** .970** .950** - 

 
**. Correlation is significant at the 0.01 level. 
*. Correlation is significant at the 0.05 level. 
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5.3 SOCIAL IMPORTANCE OF SMEs 

 

An inspection of table 5.7 revealed that as regards that the SMEs are helpful in 

developing entrepreneurial culture, the majority of the respondents (48%) were seemed to 

be in agreement, more than one quarter disagreed, whereas less than one quarter 

remained un-decided due to lack of knowledge or any other reason. On the issue of SMEs 

boost up an entrepreneurial strength, the findings of our study reveal that the majority of 

the managers (55%) appeared to be agreed, more than one quarter disagreed, while less 

than 20% of the managers were neither in agreement nor in disagreement with the 

statement that SMEs increases an entrepreneurial strength for economic development. As 

far as SMEs are more capable in resource allocation as compared to large scale industries 

were concerned, the majority of the respondents more than 50% appeared to be agreed, 

approximately 30% seemed disagreed and less than 1/5th remained un-certain in their 

opinions. The results of this study suggest that the SME sector of Pakistan is more 

capable in resource allocation as compared to large scale industrial sector. As far as the 

statement SMEs are pioneer in developing new products and services is concerned, the 

majority of the participants (50%) indicated agreement with this statement less than 30% 

appeared to be disagreed whereas more than 20% seemed to be neutral. As far as the 

statement of SME sector is the quality minded in the products and services they provide 

was concerned, the majority of the respondents (48%) agreed with the statement, one 

quarter disagreed, while more than one quarter remained undecided. In order to identify 

the growth and development of SMEs in Sindh less than 60% of the respondents seemed 

to be agreed, more than 20% neither agreed nor disagreed and also more than 20% 
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appeared to be disagreed. Finally on the issues of Government’s efforts for the promotion 

of SMEs in Sindh, the majority of the respondents less than 60% appeared to be 

disagreed, less than 10% seemed to be agreed and more than 1/3rd of the participants 

remained neither agreed nor disagreed. Thus the results of the present study reveal that 

the government has not taken serious efforts for the promotion of SMEs in Sindh. 

TABLE 5.7 SOCIAL IMPORTANCE OF SMEs (N=100) 
 
 Strongly 

Agree 
Agree Un-

decided 
Disagree Strongly 

Disagree
Total 

a. SMEs assist in fostering 
a self-help and 
entrepreneurial culture. 

20 
(20%) 

28 
(28%) 

24 
(24%) 

17 
(17%) 

11 
(11%) 

100 
(100%) 

b. SMEs boost up an 
entrepreneurial strength 
which puts forward 
flexibility in the economy. 

22 
(22%) 

33 
(33%) 

19 
(19%) 

14 
(14%) 

12 
(12%) 

100 
(100%) 

c. SMEs are more capable 
in resource allocation as 
compared to large scale 
industries 

21 
(21%) 

32 
(32%) 

18 
(18%) 

16 
(16%) 

13 
(13%) 

100 
(100%) 

d. SMEs are pioneer in 
developing new products 
and services 

22 
(22%) 

28 
(28%) 

21 
(21%) 

20 
(20%) 

09 
(09%) 

100 
(100%) 

e. SMEs are in general very 
quality minded in the 
products and services they 
provide 

18 
(18%) 

30 
(30%) 

27 
(27%) 

16 
(16%) 

09 
(09%) 

100 
(100%) 

f. Growth of SMEs in 
Sindh during last five years 

26 
(26%) 

31 
(31%) 

21 
(21%) 

16 
(16%) 

06 
(06%) 

100 
(100%) 

g. Government’s efforts for 
the promotion of SMEs in 
Sindh 

01 
(01%) 

07 
(07%) 

35 
(35%) 

34 
(34%) 

23 
(23%) 

100 
(100%) 

 

As described by the one-way analysis of variance significant difference of the opinion 

was found in all the managerial groups of the sample SMEs in textile industry of Pakistan 

in majority of the items with the exception of only one item relating with the 

government’s efforts for the promotion of SMEs in Sindh in which the differences of the 
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opinions of all the managerial groups were not statistically significant where F=1.359 and 

p=0.294. The results of this study revealed that there appeared positive impact of SMEs 

on the issues relating to assist in fostering entrepreneurial culture, boost up an 

entrepreneurial strength, more capable in resource allocation as compared to large scale 

industries, pioneer in developing new products and services, quality minded in the 

products and services they provide and finally, growth of SMEs in Sindh province of 

Pakistan. Whereas only on one case regarding government is taking serious efforts for the 

promotion of SMEs in Sindh, no significant difference of opinion was found among 

groups of managers as mentioned in the following table 5.8  
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TABLE 5.8 MEAN SCORES AND STANDARD DEVIATIONS OF THE 
MANAGERS’ PERCEPTIONS ABOUT THE SOCIAL 
IMPORTANCE OF SMEs 

 Ginning 

(n=50) 

Weaving 

(n=20) 

Garment 

(n=30) 

ANOVA 

By sector 

Items Mean SD Mean SD Mean SD F p 

a. SMEs assist in 

fostering a self-help and 

entrepreneurial culture. 

10 1.581 04 2.121 06 3.082 8.485 0.005 

b. SMEs boost up an 

entrepreneurial strength 

which puts forward 

flexibility in the 

economy. 

10 3.162 04 2.121 06 3.082 5.833 0.017 

c. SMEs are more 

capable in resource 

allocation as compared 

to large scale industries 

10 3.162 04 2.345 06 2.000 7.179 0.009 

d. SMEs are pioneer in 

developing new 

products and services 

10 2.549 04 2.828 06 2.915 6.087 0.015 

e. SMEs are in general 

very quality minded in 

the products and 

services they provide 

10 3.391 04 2.915 06 2.738 5.091 0.025 

f. Growth of SMEs in 

Sindh during last five 

years 

10 3.937 04 2.236 06 3.536 4.242 0.040 

g. Government’s efforts 

for the promotion of 

SMEs in Sindh 

10 8.396 04 3.317 06 4.637 1.359 0.294*

*=Not significant. 
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Relationships between social importance items of SMEs  

 

An inspection of table 5.9 revealed that there appeared to be a high degree of Interco 

relation among some items of manager’s perceptions relating to social importance of 

SMEs, some items were less correlated and some were not Interco related with each other 

whereas, the item relating to the Government’s efforts for the promotion of SMEs in 

Sindh seemed to be negatively correlated with all the other items and not statistically 

significant which indicates that government is not taking serious efforts for the promotion 

of SMEs in Sindh province of Pakistan. 

TABLE 5.9INTERCORRELATIONS BETWEEN THE SOCIAL IMPORTANCE 

OF SMEs ITEMS 

Variables 1 2 3 4 5 6 7 
1. SMEs assist in fostering a 
self-help and entrepreneurial 
culture. 

-       

2. SMEs boost up an 
entrepreneurial strength which 
puts forward flexibility in the 
economy. 

.880* -      

3. SMEs are more capable in 
resource allocation as compared 
to large scale industries 

.855* .991** -     

4. SMEs are pioneer in 
developing new products and 
services 

.929* .855* .858* -    

5. SMEs are in general very 
quality minded in the products 
and services they provide 

.986** .819* .791 .869* -   

6. Growth of SMEs in Sindh 
during last five years 

.917* .911* .888* .962** .840* -  

7. Government’s efforts for the 
promotion of SMEs in Sindh 

-.280 -.643 -.622 -.375 -.144 -.570 - 

 
**. Correlation is significant at the 0.01 level  
*. Correlation is significant at the 0.05 level. 
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5.4 PROBLEMS OF SMEs 

 

In this part of the study, we assess the problems of SMEs. For this purpose, a 4-item 

index was constructed to measure the problems of SMEs. The results suggest that the 

majority of the managers indicated agreement rather than disagreement with the 

statements. An inspection of table 5.10 indicates that majority of the managers more than 

50% indicated agreement with the political instability, less than one quarter disagreed 

while one quarter of the respondents seemed to be uncertain in their decisions. On the 

issue of law and order situation, approximately 50% of the respondents appeared to be 

agreed, more than one quarter showed their disagreement and one quarter of the 

respondents remained un-certain in their views. As far as the environmental issue was 

concerned, more than one third of the respondents seemed to be agreed, more than 40% 

appeared to be disagreed and more than 20% remained un- certain in their opinions. On 

the issue of rising ratio of unemployment, the majority of the managers approximately 

60% indicated their agreement, more than 20% disagreed while 1/5th of the respondents 

neither agreed nor disagreed. Whereas on the issue of energy crises, majority of the 

respondents approximately 60% showed their agreement, less than one quarter indicated 

disagreement and only 17% of the respondents were not cleared in their views. Regarding 

the issue of taxation less than 50% of the respondents appeared to be agreed, more than 

30% showed disagreement and the remaining less than 20% seemed to be un-decided in 

their opinion. On the issue relating to lack of trained manpower, more than 1/3rd of the 

respondents agreed, 44% disagreed and more than 20% remained un-decided. Finally as 

far as the issue of uncertainty about the future of the SME business was concerned, the 
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majority more than 50% of the respondents seemed to be in agreement, less than 30% 

appeared to be disagreed while 1/5th of the respondents showed neither agreement nor 

disagreement on the issue as described in the following table 5.10 

TABLE 5.10   DISTRIBUTION OF MANAGERS’ RESPONSES ABOUT 

SUPERFICIAL PROBLEMS OF SMEs (N=100) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

Total 

a. Political instability 22 

(22%) 

30 

(30%) 

25 

(25%) 

16 

(16%) 

07 

(07%) 

100 

(100%) 

b. Law and order 

situation 

22 

(22%) 

27 

(27%) 

25 

(25%) 

16 

(16%) 

10 

(10%) 

100 

(100%) 

c. Environmental 

issues 

14 

(14%) 

22 

(22%) 

22 

(22%) 

27 

(27%) 

15 

(15%) 

100 

(100%) 

d. Rising ratio of 

unemployment. 

29 

(29%) 

30 

(30%) 

20 

(20%) 

13 

(13%) 

08 

(08%) 

100 

(100%) 

e. Energy crisis 26 

(26%) 

33 

(33%) 

17 

(17%) 

16 

(16%) 

08 

(08%) 

100 

(100%) 

f. Taxation problems 19 

(19%) 

28 

(28%) 

19 

(19%) 

22 

(22%) 

12 

(12%) 

100 

(100%) 

g. Lack of trained 

manpower  

15 

(15%) 

20 

(20%) 

21 

(21%) 

28 

(28%) 

16 

(16%) 

100 

(100%) 

h. Uncertainty about 

the future is a 

hampering factor for 

SME business 

23 

(23%) 

30 

(30%) 

20 

(20%) 

17 

(17%) 

10 

(10%) 

100 

(100%) 

 

Using one way analysis of variance, a number of different views were observed among 

the ginning, weaving and garment factory’s managers. The results of this study indicate 

that a significant difference of the opinions among all the three managerial sample groups 
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was found in all the eight items such as Political instability, law and order situation, 

environmental issues, rising ratio of unemployment, energy crisis, taxation problems, 

lack of trained manpower and uncertainty about the future is a hampering factor for SME 

business as shown in the following table 5.11 

TABLE 5.11MEAN SCORES AND STANDARD DEVIATIONS OF THE 

MANAGERS’ PERCEPTIONS ABOUT THE PROBLEMS OF 

SMEs 

 Ginning  

(n=50) 

Weaving  

(n=20) 

Garment  

(n=30) 

ANOVA 

By sector 

Items mean SD mean SD mean SD F p 

a. Political 

instability 

10 2.550 04 2.915 06 3.536 5.09 0.025 

b. Law and order 

situation 

10 1.581 04 2.646 06 3.240 7.00 0.009 

c. Environmental 

issues 

10 3.082 04 2.236 06 3.240 5.60 0.019 

d. Rising ratio of 

unemployment. 

10 4.123 04 2.449 06 3.391 4.05 0.045 

e. Energy crisis 10 3.391 04 2.915 06 2.915 4.91 0.028 

f. Taxation 

problems 

10 3.605 04 1.581 06 1.414 8.00 0.006 

g. Lack of trained 

manpower  

10 1.870 04 1.581 06 2.549 11.20 0.002 

h. Uncertainty 

about the future is 

a hampering 

factor for SME 

business 

10 3.162 04 1.581 06 2.828 6.829 0.010 
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5.5 IMPACT OF SMEs ON CREATION OF EMPLOYMENT 

 

In this section, impact of SMEs on creation of employment was discussed. For this 

purpose, a four item question was designed to examine the responses of managers of 

three sample sectors of textile industry.  

An examination of table 5.12 shows that the majority of the respondents more than half 

seemed to be agreed with the issue that SMEs are the major source of employment, less 

than one quarter appeared to be disagreed while one quarter of the respondents remained 

un-certain in their views. Concerning the issue of the SMEs are also largest source of 

domestic employment, the majority of 56% showed their agreement on the matter, more 

than 1/5th showed disagreement and less than one quarter also remained un-certain in 

their views. As far as the issue of SMEs have reduced un-employment in the country was 

concerned, more than 40% of all the managerial groups seemed to be agreed, more than 

30% appeared to be dissatisfied whereas more than one quarter of the respondents 

remained un-clear in their responses. Finally on the issue of SMEs have created job 

opportunities in rural areas of Sindh, more than 40% of the responding groups showed 

their agreement on the matter, less than 30% appeared to be disagreed and also a major 

portion of the respondents were not certain in their opinions.  
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TABLE 5.12 DISTRIBUTION OF MANAGERS’ RESPONSES ABOUT 

SUPERFICIAL IMPACT OF SMEs ON CREATION OF 

EMPLOYMENT (N=100) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

Total 

a. SMEs are the major 

source of 

employment 

22 

(22%) 

30 

(30%) 

25 

(25%) 

18 

(18%) 

05 

(05%) 

100 

(100%) 

b. SMEs are also 

largest source of 

domestic employment 

24 

(24%) 

32 

(32%) 

23 

(23%) 

14 

(14%) 

07 

(07%) 

100 

(100%) 

c. SMEs have 

reduced un-

employment in the 

country 

13 

(13%) 

29 

(29%) 

27 

(27%) 

23 

(23%) 

08 

(08%) 

100 

(100%) 

d. SMEs have created 

job opportunities in 

rural areas of Sindh 

16 

(16%) 

27 

(27%) 

30 

(30%) 

18 

(18%) 

09 

(09%) 

100 

(100%) 

 

According to one-way analysis of variance, a significant difference of views was noted 

among all the three managerial groups about the SMEs are the major source of 

employment, SMEs are also largest source of domestic employment, SMEs have reduced 

un-employment in the country and SMEs have created job opportunities in rural areas of 

Sindh as mentioned in the following table 5.13 
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TABLE 5.13 MEAN SCORES AND STANDARD DEVIATIONS OF THE 

MANAGERS’ PERCEPTIONS ABOUT THE IMPACT OF SMEs 

ON CREATION OF EMPLOYMENT  

 Ginning  

(n=50) 

Weaving  

(n=20) 

Garment  

(n=30) 

ANOVA 

By sector 

Items Mean SD Mean SD Mean SD F p 

a. SMEs are the 

major source of 

employment 

10 4.183 04 2.236 06 3.162 4.307 0.038 

b. SMEs are also 

largest source of 

domestic 

employment 

10 4.183 04 2.550 06 3.162 4.117 0.043 

c. SMEs have 

reduced un-

employment in the 

country 

10 4.637 04 2.000 06 3.082 4.000 0.046 

d. SMEs have 

created job 

opportunities in 

rural areas of Sindh 

10 3.937 04 2.550 06 2.828 4.666 0.031 
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Inter-correlations between the impacts of SMEs on creation of employment 

 

As can be seen from the correlation coefficient below, all items were positively and 

significantly correlated with each other with two exceptions SMEs have reduced un-

employment in the country and SMEs have created job opportunities in rural areas of 

Sindh were weakly correlated with each other (r=.678 and .768 respectively). This pattern 

of positive correlations between creations of employment aspects reinforces the view of 

the generally positive impact of SMEs on creation of employment (see table 5.14). 

TABLE 5.14 INTERCORRELATIONS BETWEEN THE IMPACTS OF SMES ON 

CREATION OF EMPLOYMENT 

Variables 1 2 3 4 

1. SMEs are the major source of 

employment 

-    

2. SMEs are also largest source of domestic 

employment 

.957** -   

3. SMEs have reduced un-employment in 

the country 
.827* .678

-  

4. SMEs have created job opportunities in 

rural areas of Sindh 
.872* .768 .925* 

- 

 
**. Correlation is significant at the 0.01 level. 
*. Correlation is significant at the 0.05 level. 
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5.6 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

 

Concerning the role of textile industry of Pakistan in creation of job opportunities in the 

country, the majority of more than 60% of the managers showed their satisfaction, less 

than one quarter were communicated their dissatisfaction and only less than 20% 

remained unknown. An examination of the statement regarding the role of textile sector 

in the exports of Pakistan, the findings of the present study indicated that the majority 

more than 55% of the participants seemed to be satisfied with the perceived role of textile 

sector in the exports of Pakistan, while more than 1/5th of the respondents appeared to be 

dissatisfied and more than 20% of the respondents remained unfamiliar about the matter. 

Concerning the textile sector of Pakistan performing a leading role in the development of 

the manufacturing sector, the results of this study suggest that the majority of the 

managers approximately 60%appeared to be satisfied, while less than 1/4th of the 

participants were dissatisfied and 1/5th of the respondents remained uncertain. An 

examination of the statement concerning performance of SMEs in textile industry of 

Pakistan during last five years revealed that the majority of the managers approximately 

60% seemed to be satisfied with the performance of SMEs in textile industry of Pakistan 

during last five years. Less than one quarter of the respondents appeared to be 

dissatisfied, whereas less than 20% remained unclear as shown in the following table 

5.15. 
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TABLE 5.15 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

 Extremely 

Satisfied 

Satisfied Don’t 

know  

Dissatisfied  Extremely 

Dissatisfied 

Total 

a. Role of textile 

sector in job creation  

27 

(27%) 

34 

(34%) 

17 

(17%) 

12 

(12%) 

10 

(10%) 

100 

(100%)

b. Role of textile 

sector in export 

24 

(24%) 

33 

(33%) 

21 

(21%) 

13 

(13%) 

09 

(09%) 

100 

(100%)

c. Role of textile in 

manufacturing 

sector 

23 

(23%) 

34 

(34%) 

20 

(20%) 

14 

(14%) 

09 

(09%) 

100 

(100%)

d. Performance of 

SMEs in textile 

industry during last 

five years 

28 

(28%) 

31 

(31%) 

18 

(18%) 

15 

(15%) 

08 

(08%) 

100 

(100%)

 
According to one-way analysis of variance it is observed that their seemed to be 

significant differences in the responses of all the three managerial groups of sample 

SMEs relating to the perceived role of textile industry of Pakistan in creation of job 

opportunities in the country. As far as role of textile sector in export of Pakistan was 

concerned it was revealed by the one-way analysis of variance that there appeared 

significant differences in the responses of the managers of three sample SMEs regarding 

textile sector performs a fundamental role in the exports of Pakistan. The findings of the 

present study further indicated that there were also significant differences among the 

perceived responses of managers of sample SMEs about the issue of  textile industry of 

Pakistan is performing a leading role in the development of the manufacturing sector of 

Pakistan. One-way analysis of variance further described that there appeared a significant 

difference among all the responding groups of sample SMEs on the issue of performance 
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of SMEs in textile industry of Pakistan during last five years as mentioned in the 

following table 5.16 

TABLE 5.16 MEAN SCORES AND STANDARD DEVIATIONS OF THE 

MANAGERS’ PERCEPTIONS ABOUT THE ECONOMIC 

CONTRIBUTION OF TEXTILE INDUSTRY 

 Ginning  

(n=50) 

Weaving  

(n=20) 

Garment  

(n=30) 

ANOVA 

By sector 

Items Mean SD Mean SD Mean SD F p 

a. Role of textile 

sector in job creation  

10 2.915 04 3.464 06 3.873 3.943 0.048 

b. Role of textile 

sector in export 

10 4.123 04 2.739 06 2.739 4.375 0.037 

c. Role of textile in 

manufacturing sector 

10 3.536 04 3.317 06 2.915 4.375 0.037 

d. Performance of 

SMEs in textile 

industry during last 

five years 

10 4.000 04 2.739 06 3.162 4.179 0.041 

 

Inter-correlations between the economic contributions of textile industry 

 

As can be seen from the correlation coefficient below, all items were positively and 

significantly correlated with each other. This pattern of positive correlations between 

economic contributions of textile industry items indicated that there is a positive impact 
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of textile industry of Pakistan on job creation, export and in the development of 

manufacturing sector. This correlation further indicated that during last five years the 

performance of textile industry also remained positive as mentioned in the following 

table 5.17 

TABLE 5.17 INTERCORRELATIONS BETWEEN THE ECONOMIC 

CONTRIBUTIONS OF TEXTILE INDUSTRY 

Variables 1 2 3 4 

a. Role of textile sector in job creation  -    

b. Role of textile sector in export .967** -   

c. Role of textile in manufacturing sector .964** .994** -  

d. Performance of SMEs in textile industry 

during last five years 
.972** .952** .944** 

- 

 
**. Correlation is significant at the 0.01 level. 
 

5.7 PRESENTATION OF THE RESEARCH FINDINGS 

 

This section presents the results from the empirical studies. The findings were evaluated 

by considering the different formulated hypotheses one by one in the managers’ 

perspective. 

 

5.7.1 Hypothesis 1 

 

Hypothesis 1 purported that there is a positive relationship between Small and Medium 

Enterprises (SMEs) and employment. In order to verify this assertion, the hypothesis 
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under study states that there is a positive impact of SMEs on employment in textile 

industry of Pakistan. The one-way analysis of variance and coefficient of correlation 

were used to test this hypothesis which indicates that SMEs have a positive and 

significant impact on employment in textile industry of Pakistan, where F=4.307 and 

p=0.038 and the results of the coefficient of correlation also showing the positive and 

significant impact on employment. Therefore, the hypothesis under study is accepted. 

 

5.7.2Hypothesis 2 

 

Hypothesis 2 purported that during last five years SMEs are grown in Sindh. In order to 

investigate this statement, the one-way analysis of variance and coefficient of correlation 

were carried out to test this hypothesis which indicate that there is a positive growth of 

SMEs in Sindh province of Pakistan, where F=4.242and p=0.040, the findings of the 

coefficient of correlation also revealed the positive growth of SMEs in Sindh. 

Consequently, the hypothesis two is accepted.  

 

5.7.3Hypothesis 3 

 

Hypothesis 3 assumes that SMEs are playing a very major role in the economy of 

Pakistan. The one-way analysis of variance and coefficient of correlation were conducted 

to test this hypothesis, where F=3.888 and p=0.049, which indicates that there is also 

positive impact of SMEs on the economy of Pakistan. The coefficient of correlation also 
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proved the positive impact of SMEs on the economy of Pakistan. Therefore, the 

hypothesis three under study is accepted.   

 

5.7.4Hypothesis 4 

 

Hypothesis 4 states that there is a positive role of textile industry of Pakistan in creation 

of job opportunities in the country. To examine this proposition, the one-way analysis of 

variance and coefficient of correlation were used to test this hypothesis, which revealed 

that there is a positive role of textile industry of Pakistan in creation of job opportunities 

in the country. As a result hypothesis four under study is accepted on the basis of 

F=3.943and p=0.0483. The findings of coefficient of coefficient also endorsed the 

positive role of textile industry of Pakistan in creation of job opportunities in the country. 

 

5.7.5Hypothesis 5 

 

Hypothesis 5 examines that Government is taking serious efforts for developing future 

strategy for the promotion of SMEs in Sindh province of Pakistan. The one-way analysis 

of variance and coefficient of correlation were also conducted to test this hypothesis, 

where F=1.359 and p=0.294, which shows that the p value is greater than the 0.05 level 

of significance. Also the findings of the coefficient of coefficient are not statistically 

significant. Therefore, the hypothesis five under study is rejected and alternate null 

hypothesis is accepted.  
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5.8 SUMMARY AND CONCLUSION 

 

The results of this study suggest that there seems a positive attitude of managers towards 

the growth of Small and Medium Enterprises (SMEs) in Sindh, contribution of Small and 

Medium Enterprises (SMEs) in GDP of Pakistan, employment and foreign exchange 

earnings. The managers of SMEs also showed their constructive approaches in the 

direction of SMEs are playing a very remarkable role for the economic development of 

Pakistan, a known feature of SME sector is its ability to create jobs and SMEs have 

reduced poverty through creating employment, SMEs in general consider employees as 

their most important resources, SMEs are pioneer in developing new products and 

services and SMEs are in general very quality minded in the products and services they 

provide.  

As regards problems of Small and Medium Enterprises (SMEs) most of the managers 

seemed to be in agreement with the issues of political instability law and order situation 

and the rising ratio of unemployment, energy crisis, taxation problems, and uncertainty 

about the SME business. Whereas they appeared to be disagreed with the environmental 

issues, lack of trained man power and also on the issue of Government is taking serious 

efforts for developing future strategy for the promotion of SMEs in Sindh province of 

Pakistan.  

The findings of our study indicates that the SMEs are the major source of employment, 

largest source of domestic employment, reduced un-employment in the country and 

creates job opportunities in rural areas of Sindh. 
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This study should help the managers of SMEs more clearly evaluate the impact of SMEs 

on employment in textile industry of Pakistan. The strongly positive results revealed by 

the firms in this study should encourage these managers to invest more resources. 
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CHAPTER 6 

IMPACT OF SMEs ON EMPLOYMENT:  

THE EMPLOYEE’S PERSPECTIVE  

 

INTRODUCTION 

 

This chapter presents the employees’ responses on the perceived impact of SMEs on 

employment. This chapter is divided into six sections. Section one examines the barriers 

to the development of the SMEs in Pakistan, section two examines the perceived impact 

of SMEs on creation of employment, section three investigates the economic importance 

of SMEs, section four addresses social importance of SMEs, section five highlights the 

economic contribution of textile industry. Finally, in section six the hypotheses of the 

study are tested.  

 

6.1 BARRIERS TO THE DEVELOPMENT OF THE SMEs IN PAKISTAN 

 

In this area of the barriers to the development of the SMEs in Pakistan the employees 

views were obtained using the same format as used in the managerial questionnaire (see 

chapter five). An inspection of table 6.1 reveals that the majority of the respondents more 



144 
 
 

than half seemed to be in agreement in the area of unstable legal environment one quarter 

of the respondents disagreed and less than one quarter appeared to be un-decided. In the 

area of low purchasing power of the population the majority of more than half of the 

respondents also appeared to be agreed whereas less than one quarter showed their 

disagreement and more than one quarter remained un-decided. As far as lack of qualified 

human resources was concerned more than one quarter of the respondents seemed to be 

agreed while majority of the respondents approximately 50% indicated their 

disagreement and approximately one quarter of the respondents appeared to be uncertain. 

As far as the issue of lack of clear government SME policy was concerned more than 

55% of the respondents showed their agreement, less than one quarter seemed to be 

disagreed and also less than one quarter appeared to be un-decided. When the 

respondents were asked for the response on the issue of lack of management skills more 

than 1/5th of the respondents seemed to be agreed, approximately 60% of the respondents 

appeared to be disagreed while more than 1/5th remained un-decided. Finally on the issue 

of the lack of marketing skills, less than one quarter of the respondents also showed their 

agreement, majority of the 55% of the respondents seemed to be disagreed and less than 

one quarter remained undecided as shown in the following table 6.1 
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TABLE 6.1 DISTRIBUTION OF EMPLOYEES’ RESPONSES ON THE   

PERCEIVED BARRIERS TO THE DEVELOPMENT OF THE 

SMEs IN PAKISTAN (N=200) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

Total 

a. Unstable legal 

environment  

47 

(23.5%) 

59 

(29.5%) 

44 

(22%) 

32 

(16%) 

18 

(09%) 

200 

(100%)

b. Low purchasing 

power of the 

population  

44 

(22%) 

57 

(28.5%) 

51 

(25.5%)

30 

(15%) 

18 

(09%) 

200 

(100%)

c. Lack of 

qualified human 

resources 

21 

(10.5%) 

31 

(15.5%) 

49 

(24.5%)

69 

(34.5%) 

30 

(15%) 

200 

(100%)

d. Lack of clear 

government SME 

policy 

45 

(22.5%) 

66 

(33%) 

45 

(22.5%)

28 

(14%) 

16 

(08%) 

200 

(100%)

e. Lack of 

management skills 

15 

(07.5%) 

26 

(13%) 

43 

(21.5%)

63 

(31.5%) 

53 

(26.5%) 

200 

(100%)

f. Lack of 

marketing skills  

16 

(08%) 

30 

(15%) 

44 

(22%) 

59 

(29.5%) 

51 

(25.5%) 

200 

(100%)

 

A common view was found across the three sample SMEs in textile industry’s employees 

concerning all the six issues such as unstable legal environment, low purchasing power of 
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the population, lack of qualified human resources, lack of clear government SME policy, 

lack of management skills and lack of proper marketing skills. The results of one-way 

analysis of variance reveal a significant difference of views relating to all the six items of 

the barriers to the development of the SMEs in Pakistan where p value is less than the 

0.05 level of significance in all the areas as indicated in the following table 6.2. 

TABLE 6.2 MEAN SCORES AND STANDARD DEVIATIONS OF THE 

EMPLOYEES’ PERCEPTIONS ABOUT BARRIERS TO THE 

DEVELOPMENT OF SMEs IN TEXTILE INDUSTRY OF 

PAKISTAN 

 Ginning  

(n=100) 

Weaving  

(n=40) 

Garments 

(n=60) 

ANOVA 

By sector 

Items Mean SD Mean SD Mean SD F p 

a. Unstable legal 

environment  

20 6.164 08 2.915 12 6.819 6.021 0.015 

b. Low purchasing 

power of the 

population  

20 6.442 08 4.062 12 6.124 5.864 0.017 

c. Lack of qualified 

human resources 

20 7.071 08 3.742 12 8.746 3.986 0.047 

d. Lack of clear 

government SME 

policy 

20 8.515 08 3.536 12 7.649 3.902 0.049 

e. Lack of 

management skills 

20 6.403 08 4.183 12 9.192 3.916 0.049 

f. Lack of proper 

marketing skills  

20 5.831 08 2.915 12 8.515 4.870 0.028 
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Relationship between barriers to the development of SMEs items  

 

As shown in table 6.3 significant inter-correlation exists between the some of the barriers 

related items; where some items are significantly correlated; some of them are not 

statistically significant, whereas some items appeared to be negatively correlated with 

each other. This pattern of correlation indicates that most of the items were independent 

of one another which suggest that some of the individuals were positive in certain areas 

and less in others.  

TABLE 6.3 INTERCORRELATIONS BETWEEN BARRIERS TO THE 

DEVELOPMENT OF SMEs IN TEXTILE INDUSTRY OF 

PAKISTAN ITEMS 

Variables 1 2 3 4 5 6 

a. Unstable legal environment -      

b. Low purchasing power of the 

population 

.967** -     

c. Lack of qualified human resources -.234 -.164 -    

d. Lack of clear government SME policy .988** .964** -.269 -   

e. Lack of management skills -.737 -.661 .779 -.714 -  

f. Lack of proper marketing skills -.688 -.601 .780 -.654 .995** - 

 
** Correlation is significant at the 0.01 level 
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6.2 IMPACT OF SMEs ON CREATION OF EMPLOYMENT 

 

In order to have a comparative view about the perceived impact of SMEs on 

employment, employees responses were obtained by using Likert type 5-point scale and 

the items were replicated from the managerial questionnaire. These items were; SMEs are 

the major source of employment, SMEs are also largest source of domestic employment, 

SMEs have reduced un-employment in the country and SMEs have created job 

opportunities in rural areas of Sindh. 

An inspection of table 6.4 reveals that the majority of the employees more than 55% 

indicated agreements that the SMEs are the major source of employment, more than 

1/5thappeared to be disagreed and also more than 1/5th of the participants remained un-

certain in their opinion. In response of question that SMEs are also largest source of 

domestic employment, a majority of approximately 50% of the respondents indicated 

their agreement, less than 1/5th disagreed, while, more than one quarter seemed to be un-

decided on this issue. Answering the question regarding reduction in unemployment by 

the SMEs in the country, approximately 50% of the participants indicated their 

agreement, more than one quarter showed their disagreement, whereas less than 30% 

remained un-decided in their replies. Finally in the response of SMEs have created job 

opportunities in rural areas of Sindh, more than half showed their agreement, less than 

one quarter showed disagreement whereas, 1/4th of the participants remained un-decided. 

This indicates that peoples are positive about this area but almost 1/4th participants 

remained unaware due to lack of adequate knowledge.  
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TABLE 6.4 DISTRIBUTION OF EMPLOYEES’ RESPONSES ON THE 

PERCEIVED IMPACT OF SMALL AND MEDIUM 

ENTERPRISES (SMEs) ON CREATION OF EMPLOYMENT 

(N=200) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

Total 

a. SMEs are the 

major source of 

employment 

49 

(24.5%) 

66 

(33%) 

42 

(21%) 

28 

(14%) 

15 

(07.5%) 

200 

(100%) 

b. SMEs are also 

largest source of 

domestic 

employment 

38 

(19%) 

56 

(28%) 

51 

(25.5%)

35 

(17.5%) 

20 

(10%) 

200 

(100%) 

c. SMEs have 

reduced un-

employment in the 

country 

35 

(17.5%) 

59 

(29.5%) 

55 

(27.5%)

32 

(16%) 

19 

(09.5%) 

200 

(100%) 

d. SMEs have 

created job 

opportunities in 

rural areas of 

Sindh 

41 

(20.5%) 

62 

(31%) 

50 

(25%) 

30 

(15%) 

17 

(08.5%) 

200 

(100%) 
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As revealed by one-way analysis of variance a significant difference of opinion at the 

0.05 level of significance was found among the entire three samples of SMEs in textile 

industry of Pakistan in all the statements such as SMEs are the major source of 

employment, SMEs are also largest source of domestic employment, SMEs have reduced 

un-employment in the country and SMEs have created job opportunities in rural areas of 

Sindh as illustrated in table 6.5.  

TABLE 6.5 MEAN SCORES AND STANDARD DEVIATIONS OF THE 

EMPLOYEES PERCEPTIONS ABOUT IMPACT OF SMALL 

AND MEDIUM ENTERPRISES (SMEs) ON CREATION OF 

EMPLOYMENT 

 Ginning  

(n=100) 

Weaving  

(n=40) 

Garments 

(n=60) 

ANOVA 

By sector 

Statement Mean SD Mean SD Mean SD F p 

a. SMEs are the major 

source of employment 

20 8.000 08 4.062 12 7.874 3.930 0.049 

b. SMEs are also 

largest source of 

domestic employment 

20 6.595 08 3.391 12 5.244 6.788 0.011 

c. SMEs have reduced 

un-employment in the 

country 

20 4.950 08 5.339 12 7.314 5.258 0.023 

d. SMEs have created 

job opportunities in 

rural areas of Sindh 

20 7.969 08 3.674 12 6.595 4.647 0.032 
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Relationships between impacts of SMEs on employment items 

 

An examination of table 6.6 indicates statistically significant relationships between all the 

items relating to impact of SMEs on employment such as SMEs are the major source of 

employment, SMEs are also largest source of domestic employment, SMEs have reduced 

un-employment in the country and SMEs have created job opportunities in rural areas of 

Sindh. All items are positively and significantly correlated with one another. The range of 

coefficient correlation is from .842 to .990 all reaching 0.05 and 0.01 level of 

significance. This pattern of correlation suggest a broadly perceived favorable impact of 

SMEs on all the employment items 

TABLE 6.6 INTERCORRELATIONS BETWEEN IMPACTS OF SMEs ON 

EMPLOYMENT ITEMS 

Variables 1 2 3 4 

a. SMEs are the major source of employment -    

b. SMEs are also largest source of domestic employment .882* -   

c. SMEs have reduced un-employment in the country .842* .990** -  

d. SMEs have created job opportunities in rural areas of 

Sindh 

.951** .981** .967** - 

 
* Correlation is significant at the 0.05 level 
** Correlation is significant at the 0.01 level 
 

 

 

 



152 
 
 

6.3 ECONOMIC IMPORTANCE OF SMEs 

 

An examination of table 6.7 indicates that a majority of the respondents more than 56% 

showed their agreement, while more than 1/5th seemed to be disagreed whereas, also 

more than 1/5th of the participants remained un-decided. In response to the question asked 

to the employees about the SMEs are the major source of foreign exchange earnings, 

more than half of the respondents indicated their agreement with the statement, less than 

one-quarter remained un-decided whereas more than one-quarter of the respondents 

indicated their disagreement. In response to  the statement relating to the SMEs create the 

best rising export sub-sectors, the majority of more than half of the respondents appeared 

to be agreed, less than 30% of the respondents showed their disagreement whereas less 

than 1/5th of the participants remained un-certain in their opinion. As far as contribution 

of SMEs in GDP of Pakistan is concerned, more than half of the participants appeared to 

be in agreement, less than one-quarter remained un-decided in their opinions whereas, 

1/4th of the respondents showed their disagreement with the statement. Concerning about 

the statement that the known feature of SME sector is to create jobs, a majority of 55% 

indicated their agreement, more than 20% were un-decided due to lack of knowledge 

while less than one quarter participants appeared to be disagreed with the statement. 

When the employees were asked about the SMEs maintain the poverty alleviation 

activities through creating employment, more than half of the respondents indicated their 

agreement, 1/4th of the participants seemed to be neither agreed nor disagreed in their 

views whereas less than one quarter appeared to be disagreed with this statement. In 

response to the question asked to the participants regarding the SMEs in general consider 
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employees as their most important resources, in the same way a majority of more than 

half of the participants showed their agreement on the statement, more than 30% 

indicated their disagreement with the statement while only 15% seemed to be un-certain 

pertaining to the statement. 

TABLE 6.7 DISTRIBUTION OF EMPLOYEES’ RESPONSES ON THE 

PERCEIVED ECONOMIC IMPORTANCE OF SMEs (N=200) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree

Total 

a. SMEs play a very major 

role in the economy of 

Pakistan. 

48 

(24%) 

65 

(32.5%) 

43 

(21.5%) 

30 

(15%) 

14 

(07%) 

200 

(100%) 

 

b. SMEs are the major source 

of foreign exchange earnings.    

36 

(18%) 

65 

(32.5%) 

48 

(24%) 

34 

(17%) 

17 

(08.5%) 

200 

(100%) 

 

c. SMEs create the best rising 

export sub-sectors 

46 

(23%) 

60 

(30%) 

38 

(19%) 

30 

(15%) 

26 

(13%) 

200 

(100%) 

 

d. SMEs have a major 

contribution in Pakistan’s 

GDP 

36 

(18%) 

65 

(32.5%) 

49 

(24.5%) 

35 

(17.5%) 

15 

(07.5%) 

200 

(100%) 

 

e. A known feature of SME 

sector is its ability to create 

jobs. 

42 

(21%) 

68 

(34%) 

43 

(21.5%) 

31 

(15.5) 

16 

(08%) 

200 

(100%) 

 

f. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

37 

(18.5%) 

66 

(33%) 

50 

(25%) 

30 

(15%) 

17 

(08.5%) 

200 

(100%) 

 

g. SMEs in general consider 

employees as their most 

important resources 

45 

(22.5%) 

61 

(30.5%) 

33 

(16.5%) 

34 

(17%) 

27 

(13.5%) 

200 

(100%) 
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According to one-way analysis of variance a statistically significant difference of opinion 

was found among the employees groups in the three samples of SMEs in textile industry 

of Pakistan in all the seven items of economic importance of the SMEs. The findings of 

this study suggest that there appeared a positive impact of SMEs on the economic 

importance of SMEs items such as SMEs play major role in the economy of Pakistan, 

foreign exchange earnings, exports, GDP, poverty alleviation etc as mentioned in the 

following table 6.8. 

TABLE 6.8 MEAN SCORES AND STANDARD DEVIATIONS OF THE 
EMPLOYEES PERCEPTIONS ABOUT THE ECONOMIC 
IMPORTANCE OF SMEs 

 Ginning  
(n=50) 

Weaving  
(n=20) 

Garment  
(n=30) 

ANOVA 
By sector 

Items Mean SD Mean SD Mean SD F p 
a. SMEs play a very 
major role in the 
economy of Pakistan. 

20 8.337 08 4.950 12 6.205 4.226 0.040 

b. SMEs are the 
major source of 
foreign exchange 
earnings.              

20 7.211 08 4.416 12 6.519 4.912 0.027 

c. SMEs create the 
best rising export 
sub-sectors 

20 5.700 08 2.345 12 5.916 7.671 .007 

d. SMEs have a 
major contribution in 
Pakistan’s GDP 

20 7.746 08 4.690 12 6.519 4.498 0.034 

e. A known feature of 
SME sector is its 
ability to create jobs. 

20 6.124 08 5.788 12 7.382 4.462 0.035 

f. SMEs maintain the 
poverty alleviation 
activities through 
creating employment. 

20 7.036 08 5.244 12 6.819 4.534 0.034 

g. SMEs in general 
consider employees 
as their most 
important resources 

20 6.041 08 3.464 12 4.743 7.887 .007 
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Relationships between economic importance of SMEs items 

As shown in table 6.9 a positive and strong inter-correlation was found statistically 

significant among most of the economic importance of SMEs items. The range of 

coefficient correlation ranges from .802 to .998 with a majority reaching 0.05 and 0.01 

level of significance. The general pattern of positive correlation supports a view of a 

generally perceived favorable impact on the economic importance of SMEs. 
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TABLE 6.9 INTERCORRELATIONS BETWEEN THE ECONOMIC 

IMPORTANCES OF SMEs ITEMS 

Variables 1 2 3 4 5 6 7 

1. SMEs play a major role in 

the economy of Pakistan. 

-       

2. SMEs are the major source 

of foreign exchange earnings 

.932* -      

3. SMEs create the best rising 

export sub-sectors 

.966** .871* -     

4. SMEs have a major 

contribution in  Pakistan’s 

GDP  

.928* .998** .854 -    

5. A known feature of SME is 

its ability to create jobs. 

.983** .973** .959** .966** - -  

6. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

.938** .993** .886* .989** .972** - - 

7. SMEs in general consider 

employees as their most 

important resources 

.914* .820* .970** .802 .922* .813* - 

 
**. Correlation is significant at the 0.01 level. 
*. Correlation is significant at the 0.05 level. 
 

6.4 SOCIAL IMPORTANCE OF SMEs 

 

An inspection of table 6.10 indicated that a majority of the employees more than half of 

the respondents emerged to be in agreement, more than 1/5th remained un-decided 

(neither agreed nor disagreed) whereas more than one quarter of the respondents showed 

their disagreement on the issue of  SMEs assist in fostering a self-help and 
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entrepreneurial culture. Regarding SMEs boost up an entrepreneurial strength, more than 

half of the participants appeared to be in agreement, less than 30% of the participants 

seemed to be in disagreement while, more than 1/5th remained un-decided in their 

opinions due to lack of knowledge. Responding by the respondents on the statement 

SMEs are more capable in resource allocation as compared to large scale industries, 

majority of 55% of the participants showed their agreement, less than 30% indicated their 

disagreement while less than 20% appeared to be un-certain on the issue. As far as the 

statement regarding SMEs are pioneer in developing new products and services was 

concerned, the majority of more than half of the employees showed their agreement, 

more than thirty percent indicated their disagreement while approximately 1/7th  of the 

respondents appeared to be un-decided (neither agreed nor disagreed) in their opinions. 

While the respondents asked on the issue pertaining to the SMEs are in general very 

quality minded in the products and services they provide, the majority of more than 50% 

of the participants also showed their agreement, more than 30% appeared to be disagreed 

whereas less than 1/5th were uncertain due to lack of adequate knowledge. On the issue of 

the growth of SMEs in Sindh, the majority of approximately 60% of the respondents 

appeared to be satisfied, less than one quarter seemed to be dissatisfied whereas less than 

1/5th of the participants remained neutral. As far as the government’s interest in the 

promotion of SMEs in Sindh was concerned, it was found that the majority of more than 

60% of the respondents seemed to be disagreed, 1/5th appeared to be agreed, whereas less 

than twenty percent also remained un-certain in their decision. 
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TABLE 6.10 DISTRIBUTION OF EMPLOYEES’ RESPONSES ON THE 

PERCEIVED SOCIAL IMPORTANCE OF SMEs (N=200) 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree

Total 

a. SMEs assist in fostering 

a self-help and 

entrepreneurial culture. 

38 

(19%) 

64 

(32%) 

44 

(22%) 

30 

(15%) 

24 

(12%) 

200 

(100%) 

 

b. SMEs boost up an 

entrepreneurial strength 

which puts forward 

flexibility in the economy. 

40 

(20%) 

63 

(31.5%) 

41 

(20.5%) 

32 

(16%) 

24 

(12%) 

200 

(100%) 

 

c. SMEs are more capable 

in resource allocation as 

compared to large scale 

industries 

47 

(23.5%) 

63 

(31.5%) 

34 

(17%) 

32 

(16%) 

24 

(12%) 

200 

(100%) 

 

d. SMEs are pioneer in 

developing new products 

and services 

44 

(22%) 

62 

(31%) 

30 

(15%) 

36 

(18%) 

28 

(14%) 

200 

(100%) 

 

e. SMEs are in general very 

quality minded in the 

products and services they 

provide 

44 

(22%) 

58 

(29%) 

35 

(17.5%) 

37 

(18.5%) 

26 

(13%) 

200 

(100%) 

f. Growth of SMEs in 

Sindh during last five years 

51 

(25.5%) 

68 

(34%) 

34 

(17%) 

28 

(14%) 

19 

(09.5%) 

200 

(100%) 

g. Government’s efforts for 

the promotion of SMEs in 

Sindh 

08 

(04%) 

12 

(06%) 

45 

(22.5%) 

70 

(35%) 

65 

(32.5%) 

200 

(100%) 

 

According to the one-way analysis of variance, a significant difference of the opinions 

was noted among almost all the three employees groups of the samples of SMEs in textile 



159 
 
 

industry at the significant level of 0.05. The results of the present study suggest that the p 

value of all the cases was less than 0.05 except in only one case of the Government’s 

efforts for the promotion of SMEs in Sindh where F=1.659 and p=0.231 which was 

greater than the 0.05 level of significance which indicates that the less efforts were taken 

by the government for the promotion of SMEs in Sindh province of Pakistan as 

mentioned in the following table 6.11 

TABLE 6.11 MEAN SCORES AND STANDARD DEVIATIONS OF THE 
EMPLOYEES’ PERCEPTIONS ABOUT THE SOCIAL 
IMPORTANCE OF SMEs 

 Ginning 
(n=100) 

Weaving 
(n=40) 

Garment 
(n=60) 

ANOVA 
By sector 

Items Mean SD Mean SD Mean SD F P 
a. SMEs assist in fostering a 
self-help and entrepreneurial 
culture. 

20 6.595 08 3.937 12 5.099 6.588 .012 

b. SMEs boost up an 
entrepreneurial strength 
which puts forward 
flexibility in the economy. 

20 7.615 08 2.915 12 4.527 6.437 .013 

c. SMEs are more capable in 
resource allocation as 
compared to large scale 
industries 

20 6.892 08 3.391 12 5.147 6.550 .012 

d. SMEs are pioneer in 
developing new products 
and services 

20 6.723 08 3.535 12 4.527 7.419 .008 

e. SMEs are in general very 
quality minded in the 
products and services they 
provide 

20 6.363 08 2.738 12 3.391 9.412 .003 

f. Growth of SMEs in Sindh 
during last five years 

20 9.028 08 4.183 12 6.519 3.957 0.047 

g. Government’s efforts for 
the promotion of SMEs in 
Sindh 

20 14.509 08 5.523 12 9.823 1.659 0.231* 

 
*Not significant. 
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Relationships between social importance of SMEs items  

An examination of table 6.12 indicates statistically significant relationships between 

almost all the social importance of SMEs items. All items were found positively and 

significantly correlated with one another while only one exceptional case relating to the 

government’s efforts for the promotion of SMEs in Sindh province of Pakistan, this item 

was not positively and significantly inter-correlated with other items. The range of 

coefficient correlation is from -0.720 to -.906 all are not reaching at the 0.05 level of 

significance. The range of coefficient correlation is from 0.893 to 0.992 all reaching 0.05 

and 0.01 level of significance.  

TABLE 6.12 INTERCORRELATIONS BETWEEN THE SOCIAL IMPORTANCE    

OF SMEs ITEMS 

Variables 1 2 3 4 5 6 7
1. SMEs assist in fostering a self-help 
and entrepreneurial culture. 

-       

2. SMEs boost up an entrepreneurial 
strength which puts forward flexibility 
in the economy. 

.992** -      

3. SMEs are more capable in resource 
allocation as compared to large scale 
industries 

901* .946** -     

4. SMEs are pioneer in developing new 
products and services 

.837* .896* .971** -    

5. SMEs are in general very quality 
minded in the products and services 
they provide 

.893* .944** .987** .975** -   

6. Growth of SMEs in Sindh during last 
five years 

.898* .940** .996** .947** .974** -  

7. Government’s efforts for the 
promotion of SMEs in Sindh 

-.720 -.757 -.868* -.760 -.793 -.906* - 

 
**. Correlation is significant at the 0.01 level  
*. Correlation is significant at the 0.05 level. 
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6.5 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

 

In order to describe the role of textile industry of Pakistan in creation of job opportunities 

in the country, the majority of the respondents approximately 60% showed their 

satisfaction; more than one quarter of the participants appeared to be dissatisfied whereas 

16% of the respondents did not respond to the question. In response to the question asked 

to the employees regarding textile sector performs the fundamental role in the exports of 

Pakistan, the majority of the respondents almost 60% seemed to be satisfied, less than 

one quarter showed their disagreement whereas less than 1/5th remained un-decided. On 

the issue of the role of textile sector in the development of manufacturing sector of 

Pakistan, the results of the present study revealed that majority of about 60% of the 

respondents appeared to be satisfied, less than 1/5th seemed to be dissatisfied while more 

than 1/5th remained un-decided. Finally, shedding the light on the performance of SMEs 

in textile industry of Pakistan during last five years, the findings of our study suggested 

that the majority of about 60% of the participants seemed to be satisfied, one quarter of 

the respondents showed their dissatisfaction while, less than 1/5th remained un-decided as 

shown in the following table 6.13 
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TABLE 6.13 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

 Extremely 

Satisfied 

Satisfied Don’t 

know  

Dissatisfied  Extremely 

Dissatisfied

Total 

a. Role of textile 

sector in job creation  

53 

(26.5%) 

62 

(31%) 

32 

(16%) 

35 

(17.5%) 

18 

(09%) 

200 

(100%)

b. Role of textile 

sector in export 

50 

(25%) 

65 

(32.5%) 

39 

19.5%) 

31 

(15.5%) 

15 

(07.5%) 

200 

(100%)

c. Role of textile in 

manufacturing 

sector 

49 

(24.5%) 

65 

(32.5%) 

41 

(20.5%) 

30 

(15%) 

15 

(07.5%) 

200 

(100%)

d. Performance of 

SMEs in textile 

industry during last 

five years 

47 

(23.5%) 

67 

(33.5%) 

36 

(18%) 

30 

(15%) 

20 

(10%) 

200 

(100%)

 

As revealed by one-way analysis of variance there was a significant difference among the 

responses of all the employees of samples of SMEs in textile industry of Pakistan on the 

issues of job creation, exports, role in the development of the manufacturing sector and 

finally, performance of SMEs in textile industry of Pakistan during last five years as 

shown in the following table 6.14 
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TABLE 6.14 MEAN SCORES AND STANDARD DEVIATIONS OF THE 

EMPLOYEES PERCEPTIONS ABOUT THE ECONOMIC 

CONTRIBUTION OF TEXTILE INDUSTRY 

 Ginning  

(n=50) 

Weaving  

(n=20) 

Garment  

(n=30) 

ANOVA 

By sector 

Items Mean SD Mean SD Mean SD F P 

a. Role of textile 

sector in job 

creation  

20 9.301 08 3.742 12 4.637 4.590 0.033 

b. Role of textile 

sector in export 

20 8.746 08 4.950 12 5.568 4.242 0.040 

c. Role of textile in 

manufacturing 

sector 

20 9.028 08 4.416 12 5.958 4.102 0.043 

d. Performance of 

SMEs in textile 

industry during last 

five years 

20 9.028 08 4.183 12 6.519 3.957 0.047 

 

Relationships between the items of economic contribution of textile industry 

The inter-correlation between all items was found to be strongly positive and significant 

as shown in table 6.15. The range of correlation is from .950 to .998 all are reaching 0.01 

and 0.05 level of significance. The general pattern of positive and strong correlation 

among all of the items relating to the economic contribution of textile industry suggest 
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that over all participants were more likely to perceive satisfaction with the economic 

contribution of textile industry.    

TABLE 6.15   INTERCORRELATIONS BETWEEN THE ECONOMIC 

CONTRIBUTIONS OF TEXTILE INDUSTRY 

Variables 1 2 3 4 

a. Role of textile sector in job creation  -    

b. Role of textile sector in export .968** -   

c. Role of textile in manufacturing sector .950** .998** -  

d. Performance of SMEs in textile industry 

during last five years 
.958** .984** .980** 

- 

 
**. Correlation is significant at the 0.01 level. 
*. Correlation is significant at the 0.05 level. 
 

6.6 PRESENTATION OF THE RESEARCH FINDINGS 

 

In this section the results from the present empirical studies are presented. The findings 

of this study were evaluated by considering the various formulated hypotheses one by 

one in the employees’ perspective. 

 

6.6.1 Hypothesis 1 

 

The hypothesis 1 under study states that there was a positive relationship between the 

impacts of SMEs and employment in textile industry of Pakistan. In the same way as in 

the managerial questionnaire the one-way analysis of variance and coefficient of 
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correlation were used to test this hypothesis which indicates that SMEs have a positive 

and significant impact on employment in textile industry of Pakistan, where F=3.930 and 

p=0.049. The findings of coefficient of correlation also indicated positive and significant 

impact on employment in textile industry of Pakistan. Therefore, the hypothesis one 

under study is accepted.  

 

6.6.2 Hypothesis 2 

 

Hypothesis 2 purported that during last five years SMEs are grown in Sindh. In order to 

investigate this assertion, one-way analysis of variance and coefficient of correlation 

were conducted to test this hypothesis which indicates that there is a positive growth of 

SMEs in Sindh province of Pakistan, where, F=3.957 and p=0.047. The results of the 

coefficient of correlation also showed positive and significant growth of SMEs in Sindh. 

Hence, the hypothesis two under study is also accepted. 

 

6.6.3 Hypothesis 3 

 

 Hypothesis 3 presumes that SMEs are playing a very major role in the economy of 

Pakistan. The one-way analysis of variance and coefficient of correlation were conducted 

to test this hypothesis which shows F=4.226 and p=0.040 which indicates that there is a 

positive impact of SMEs on the economy of Pakistan. Also the findings of the coefficient 

of correlation revealed that there is a positive and significant impact of SMEs on the 

economy of Pakistan.  Consequently the hypothesis three is accepted.   
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6.6.4 Hypothesis 4 

 

Hypothesis 4 asserts that there is a positive role of textile industry of Pakistan in creation 

of job opportunities in the country. The one-way analysis of variance and coefficient of 

correlation were used to test this hypothesis, which states that there is a positive role of 

textile industry of Pakistan in creation of job opportunities in the country. As a result 

hypothesis four is accepted. Where F=4.590 and p=0.033. Coefficient of correlation also 

endorsed the positive role of textile industry of Pakistan on employment. 

 

6.6.5 Hypothesis 5 

 

Hypothesis 5 evaluates that Government is taking serious efforts for developing future 

strategy for the promotion of SMEs in Sindh province of Pakistan. This hypothesis was 

also tested by using one-way analysis of variance and coefficient of correlation, where 

F=1.659 and p=0.231 which shows that the findings of hypothesis five are not 

statistically significant and indicates that Government is not taking serious efforts for 

developing future strategy for the promotion of SMEs in Sindh province of Pakistan. 

Also the results of the coefficient of correlation are not statistically significant. Therefore 

our hypothesis five is rejected and alternate null hypothesis is accepted.    
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6.7 SUMMARY AND CONCLUSION 

 

Overall, employees were more positive in perceiving favorable impact of SMEs on 

employment in textile industry of Pakistan. These perceptions were common across the 

three sample SMEs. It is also evident from the present study that in general, SMEs were 

perceived to have provided employment in urban areas as well as in rural areas of Sindh. 

The positive attitude of employees was further supported the statement which indicates 

that SMEs are the major source of employment where more employees were satisfied. It 

was further revealed during the study that the Government has not taken serious efforts 

for developing future strategy for the promotion of SMEs in Sindh province of Pakistan.  

It is further summarized that the employees of the SMEs were more satisfied in the areas 

of textile sector is performing a leading role in the development of the manufacturing 

sector in Pakistan, textile sector performs a fundamental role in the exports of Pakistan, 

role of textile industry of Pakistan in creation of job opportunities in the country, 

performance of SMEs in textile industry of Pakistan during last five years, growth of 

small and medium enterprises (SMEs) in Sindh.  

Similarly, concerning the issue of economic importance of small and medium enterprises 

(SMEs), no resistance was found among all the employees groups of sample SMEs in all 

the seven areas. The results of the present study revealed that there appeared to be a 

positive impact of SMEs on the economic importance of SMEs items such as SMEs play 

major role in the economy of Pakistan, foreign exchange earnings, exports, GDP, 

employment, poverty alleviation and SMEs in general consider employees as their most 

important resource etc.  
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Finally, relating to the issue of social importance of SMEs, no resistance was also found 

among all the three groups of the employees from the samples of SMEs in all the seven 

areas. The findings of this study suggested that SMEs assist in fostering a self-help and 

entrepreneurial culture, boost up an entrepreneurial strength which puts forward 

flexibility in the economy, SMEs are more capable in resource allocation as compared to 

large scale industries, SMEs are pioneer in developing new products and services and 

finally SMEs are in general very quality minded in the products and services they 

provide. 
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CHAPTER 7 

A COMPARISON OF THE RESULTS FROM  

THE MANAGERS AND EMPLOYEES SURVEYS 

 

INTRODUCTION 

 

Most of the past studies on the SMEs have been limited to either managers or employees. 

However, the present study offers the direct comparison of two different groups of 

managers and employees on the subject. The main benefit of this study will hopefully be 

to fill this gap in the literature. This chapter focuses on those issues on which responses 

were sought from the two responding groups of managers and employees. There were 

five areas which allowed direct comparison: the perceived barriers to the development of 

the SMEs in Pakistan, the perceived economic contribution of SMEs, perceived social 

importance of SMEs, impact of SMEs on creation of employment and finally, economic 

contribution of textile industry. 

 

7.1 BARRIERS TO THE DEVELOPMENT OF THE SMEs IN PAKISTAN 

 

As was noticed in reviewing the literature and the empirical evidence discussed earlier 

chapters, SMEs can bring considerable employment opportunities. In the present study 
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however, an attempt was made to take this analysis further by comparing managers and 

employees responses within the same industry. In summary, the findings were as follows: 

An examination of table 7.1 revealed that there appeared a significant difference among 

the attitudes of the two groups in all the six areas of barriers to the development of the 

SMEs in Pakistan towards perceived unstable legal environment, low purchasing power 

of the population, lack of qualified human resources, lack of clear government SME 

policy, lack of management skills and lack of proper marketing skills as reflected by 

paired sample t-test where p value in all the items seemed to be statistically significant. 

The findings of the present study indicated that there are some barriers to the 

development of the SMEs in Pakistan.   

TABLE 7.1  BARRIERS TO THE DEVELOPMENT OF THE SMEs IN        

PAKISTAN: COMPARISON OF PERCEPTIONS ACROSS TWO 

GROUPS (MANAGERS AND EMPLOYEES).  

 Employees (n=200) Managers (n=100)  

Items Mean SD Mean SD t p 

a. Unstable legal 

environment  

40 15.604 20 7.681 3.976 0.016 

b. Low purchasing power of 

the population  

40 15.890 20 9.924 6.704 0.003 

c. Lack of qualified human 

resources 

40 19.131 20 6.245 3.143 0.035 

d. Lack of clear government 

SME policy 

40 19.013 20 8.514 3.701 0.021 

e. Lack of management skills 40 19.544 20 14.679 5.590 0.005 

f. Lack of proper marketing 

skills  

40 17.131 20 24.667 3.519 0.024 
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7.2 ECONOMIC IMPORTANCE OF SMEs 

 

A paired sample t-test was used to examine the differences of opinion between the 

managers and the employees groups of the samples of SMEs in textile industry. In this 

respect a significant difference was found among both the groups relating to all the seven 

items of economic importance of SMEs; these items were:  SMEs play a very major role 

in the economy of Pakistan; foreign exchange earnings, create the best rising export sub-

sectors major contribution in Pakistan’s GDP, create jobs opportunities, maintain the 

poverty alleviation activities through creating employment, and finally, consider 

employees as their most important resources, which indicated that there appeared to be a 

positive and significant impact of SMEs on the economy of Pakistan as shown in the 

following table 7.2  
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TABLE 7.2 ECONOMIC IMPORTANCES OF SMEs COMPARISON OF 

PERCEPTIONS BETWEEN TWO GROUPS (MANAGERS AND 

EMPLOYEES) 

 Employees 

(n=200) 

Managers 

(n=100) 

 

Items Mean SD Mean SD t p 

a. SMEs play a very major role 

in the economy of Pakistan. 

40 19.196 20 11.423 5.484 0.005 

b. SMEs are the major source of 

foreign exchange earnings.            

40 17.818 20 9.219 4.576 0.010 

c. SMEs create the best rising 

export sub-sectors 

40 13.564 20 9.137 7.845 0.001 

d. SMEs have a major 

contribution in Pakistan’s GDP 

40 18.520 20 8.803 4.495 0.011 

e. A known feature of SME 

sector is its ability to create jobs. 

40 19.065 20 9.565 4.216 0.014 

f. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

40 18.801 20 11.067 4.808 0.009 

g. SMEs in general consider 

employees as their most 

important resources 

40 13.416 20 6.708 5.216 0.006 
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7.3 SOCIAL IMPORTANCE OF SMEs 

 

An examination of table 7.3 revealed that there was positive and significant difference in 

six out of seven social importance of SMEs items. In this section, attention is given to the 

perceived entrepreneurial culture, entrepreneurial strength, pioneer in developing new 

products and services, SMEs are quality minded in the products and services they 

provide, growth of small and medium enterprises (SMEs) in Sindh etc. in all the above 

issues the p value is less than the 0.05 level of significance which indicated that there is a 

positive and significant impact of SMEs on the social importance issues. Whereas the 

issue relating to the government is taking serious efforts for developing a future strategy 

for the promotion of SMEs in Sindh province of Pakistan, the p value is greater than the 

0.05 value of significance which shows that government is taking less effort in 

developing future strategy for the promotion of SMEs in Sindh province of Pakistan.  
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TABLE 7.3  SOCIAL IMPORTANCE OF SMEs COMPARISON OF 

PERCEPTIONS BETWEEN TWO GROUPS (MANAGERS AND 

EMPLOYEES). 

 Employees 

(n=200) 

Managers 

(n=100) 

 

Items Mean SD Mean SD t p 

a. SMEs assist in fostering a 

self-help and entrepreneurial 

culture. 

40 15.427 20 6.519 4.727 0.009 

b. SMEs boost up an 

entrepreneurial strength which 

puts forward flexibility in the 

economy. 

40 14.577 20 8.276 6.742 0.003 

c. SMEs are more capable in 

resource allocation as compared 

to large scale industries 

40 15.280 20 7.314 5.443 0.006 

d. SMEs are pioneer in 

developing new products and 

services 

40 13.784 20 6.892 4.865 0.008 

e. SMEs are in general very 

quality minded in the products 

and services they provide 

40 11.937 20 8.514 5.612 0.005 

f. Growth of SMEs in Sindh 

during last five years 

40 19.532 20 9.617 4.100 0.015 

g. Government’s efforts for the 

promotion of SMEs in Sindh 

40 28.974 20 15.49 2.546 0.064*

 
* Not Significant 
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7.4 IMPACT OF SMEs ON CREATION OF EMPLOYMENT 

 

In this section, we compare the perceptions of the two sample groups (managers and 

employees) towards the items such as: the SMEs are the major source of employment, 

SMEs are also largest source of domestic employment, SMEs have reduced un-

employment in the country and SMEs have created job opportunities in rural areas of 

Sindh. As demonstrated in the following table 7.4 there was a significant difference 

among the managerial views and the employees’ views in all the items, but there 

appeared to be highly significant difference in the SMEs are also largest source of 

domestic employment item where t=12.403 and p=0.000. The findings of the present 

study indicated that there seemed a positive impact of SMEs on creation of employment 

TABLE 7.4  IMPACTS OF SMEs ON CREATION OF 

EMPLOYMENTCOMPARISON OF PERCEPTIONS BETWEEN 

TWO GROUPS. 

 Employees 

(n=200) 

Managers 

(n=100) 

 

Items Mean SD Mean SD t p 

a. SMEs are the major source 

of employment 

40 19.557 20 9.460 3.945 0.017 

b. SMEs are also largest source 

of domestic employment 

40 14.195 20 9.669 6.942 0.002 

c. SMEs have reduced un-

employment in the country 

40 16.703 20 9.11043 4.650 0.010 

d. SMEs have created job 

opportunities in rural areas of 

Sindh 

40 17.421 20 8.514 4.179 0.014 
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7.5 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

 

In this section the opinions of the managers and employees were compared on the role of 

textile industry of Pakistan in creation of job opportunities in the country by using paired 

sample t-test. The findings of the present study indicated that there appeared to be a 

significant difference among the responses of both the groups of managers and the 

employees in all the areas such as: role of textile sector in job creation, role of textile 

sector in export, role of textile in manufacturing sector and performance of SMEs in 

textile industry during last five years which indicated that the views of managers and 

employees were more positive towards economic contribution of textile industry as 

shown in the following table 7.5 

TABLE 7.5 ECONOMIC CONTRIBUTION OF TEXTILE INDUSTRY 

COMPARISON OF PERCEPTIONS ACROSS TWO GROUPS 

(MANAGERS AND EMPLOYEES).  

 Employees 

(n=200) 

Managers 

(n=100) 

 

Items Mean SD Mean SD t p 

a. Role of textile sector in job 

creation 

40 17.507 20 10.222 5.364 0.006 

b. Role of textile sector in 

export 

40 18.920 20 9.433 4.564 0.010 

c. Role of textile in 

manufacturing sector 

40 18.920 20 9.513 4.650 0.010 

d. Performance of SMEs in 

textile industry during last five 

years 

40 17.986 20 9.460 4.781 0.009 
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7.6 SUMMARY AND CONCLUSION 

 

Overall, there was a strong measure of agreement among the two responding groups. In 

relation to perceived barriers to the development of the SMEs in Pakistan, there was a 

significant difference among all the six items of the barriers in the development of the 

SMEs in Pakistan such as: unstable legal environment, low purchasing power of the 

population, lack of qualified human resources, lack of clear government SME policy, 

lack of management skills and lack of proper marketing skills which showed that there 

appeared barriers in the development of SMEs in Pakistan. Concerning all the seven 

statements of economic importance of SMEs such as: SMEs play a very major role in the 

economy of Pakistan, SMEs are the major source of foreign exchange earnings, SMEs 

create the best rising export sub-sectors, SMEs have a major contribution in Pakistan’s 

GDP, A known feature of SME sector is its ability to create jobs, SMEs maintain the 

poverty alleviation activities through creating employment and SMEs in general consider 

employees as their most important resources, the significant difference of opinion was 

noted in all the seven items which indicated that SMEs are playing a positive role for the 

economic development of Pakistan. As far as social importance of SMEs was concerned, 

the findings of the present study revealed that there appeared to be a significant 

difference in six areas out of seven which are: SMEs assist in fostering a self-help and 

entrepreneurial culture, SMEs boost up an entrepreneurial strength which puts forward 

flexibility in the economy, SMEs are more capable in resource allocation as compared to 

large scale industries, SMEs are pioneer in developing new products and services, SMEs 

are in general very quality minded in the products and services they provide, Growth of 
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SMEs in Sindh which indicated that there seemed a positive impact on the social 

importance of SMEs items, whereas except in only one case pertaining to the 

Government’s efforts for the promotion of SMEs in Sindh, the results of the present study 

were not statistically significant which showed that less efforts have been taken by the 

government for the promotion of SMEs in Sindh province of Pakistan. In relation to the 

impact of small and medium enterprises (SMEs) on creation of employment was 

concerned four different statements were asked to both the responding groups of 

managers and the employees such as: SMEs are the major source of employment, SMEs 

are also largest source of domestic employment, SMEs have reduced un-employment in 

the country and SMEs have created job opportunities in rural areas of Sindh. The findings 

of the present study revealed that responses of the respondents were statistically 

significant in all the categories which indicated that there appeared a positive impact of 

SMEs on creation of employment. Finally, in order to understand the economic 

contribution of the textile industry, four different statements were asked to the managers 

and the employees groups. The significant difference was found in the opinions of the 

managers and the employees groups in all the four categories such as: role of textile 

sector in job creation, export, role of textile in manufacturing sector and Performance of 

SMEs in textile industry during last five years. The findings of the present study revealed 

that there appeared to be positive and significant economic contribution of textile 

industry of Pakistan.  
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CHAPTER 8 

CONCLUSIONS AND IMPLICATIONS 

 

INTRODUCTION 

 

This chapter is comprised of three sections. The first section summarizes the main 

findings of the study; the second section identifies the main conclusions which can be 

drawn from these results. Finally in the last section, some of the broader implications of 

this study are discussed, as well as suggestions for further research.  

 

8.1 SUMMARY OF THE FINDINGS 

 

This thesis has mainly focused on the impact of SMEs on employment in textile industry 

of Pakistan. Its central objectives have been to explore the growth of Small and Medium 

Enterprises (SMEs) in Sindh, impact of Small and Medium Enterprises (SMEs) on 

employment in textile industry of Pakistan, impact of Small and Medium Enterprises 
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(SMEs) on employment generation in Sindh province of Pakistan, participation of Small 

and Medium Enterprises (SMEs) in social development of Pakistan. One of the main 

objectives was to find out the future strategy for the expansion of Small and Medium 

Enterprises (SMEs) sector in Sindh province of Pakistan. Throughout, an attempt has 

been made to identify similarities and dissimilarities between managers and employees 

perceptions. As noticed in reviewing the literature, empirical studies which have been 

undertaken on the Small and Medium Enterprises (SMEs) have been concentrated on the 

aspects of GDP, export and foreign exchange earnings, but very little have been worked 

on the impact of Small and Medium Enterprises (SMEs) on employment. While 

reviewing the literature it was also observed that SMEs in textile industry have been 

ignored and not worked out in a proper way, only few studies are available on the area of 

SMEs in textile industry, however, there is no evidence available in the literature that the 

area of impact of SMEs on employment in textile industry of Pakistan have been taken 

for the study. Thus the need was identified for an empirical study in a field of SMEs in 

textile industry of Pakistan because textile industry of Pakistan is a strong economic 

sector of Pakistan and this sector of the economy are treated as a back bone of the 

economy of Pakistan. In addition, many of the previous studies have failed to cover a 

wide range of workgroups; an attempt was made in the present study to fill this gap in the 

literature through the comparative study of two main actors. Thus the major contribution 

of this study stems from its systematic collection of data from different groups on the 

impact of SMEs on employment in textile industry of Pakistan. 

In an attempt to accomplish the objectives of this exploratory study, a self administered 

questionnaire was used as the main tool of data collection. The survey included two types 
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of respondents (managers and employees) within three samples of SMEs. The empirical 

findings have been reported and discussed in three parts, as outlined in the preceding 

chapters five six and seven which focused, respectively, on areas of impact of SMEs on 

employment in textile industry of Pakistan, managerial and employees perspectives about 

the impact of SMEs on employment; and finally a comparison of findings in relation to 

common issues across the managers and the employee groups. The following is a brief 

summary of the findings of the study: 

 

8.1.1 Managers’ Survey 

 

In this section the main findings are summarized and evaluated from the manager’s 

survey. These issues were restricted to this survey only. However, other issues which 

were common among both the groups have been summarized together in the following 

section of the managers and employees surveys.  The manager’s survey covers problems 

of SMEs. 

 

As suggested earlier, a significant change was perceived by the majority of the managers 

as a result of problems of SMEs in such areas as: political instability, law and order 

situation, rising ratio of unemployment, energy crisis, taxation problems and uncertainty 

about the future is a hampering factor for SME business. No significant change was also 

perceived by the majority of the managers in the areas of environmental issues and lack 

of trained manpower. There is more indication of positive effects than negative ones on 

the jobs. Our results relating to perceived problems of SMEs support the study of Fida 
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(2008) who argued that there are also some hidden and apparent obstacles in the path of 

growth of small and medium enterprises in Pakistan. The most important are; political 

instability, law and order situation, financial constraints, energy crisis, taxation problems, 

labor issues, lack of coordination and regular information exchange mechanism among 

institutions, etc. 

 

8.1.2 Managers’ and Employees’ Survey 

 

In this section the main conclusions are drawn and evaluated from the two groups as a 

whole. This includes barriers to the development of the SMEs in Pakistan, economic 

importance of SMEs, social importance of SMEs, problems of SMEs, , impact of SMEs 

on creation of employment and finally, economic contribution of textile industry.  

 

(a) Barriers to the development of the SMEs in Pakistan 

 

Overall, the empirical investigation has identified the perceptions on the barriers to the 

development of the SMEs in Pakistan. According to the managers’ survey, a majority of 

the respondents appeared to be in agreement with factors such as the unstable legal 

environment, low purchasing power of the population and lack of clear government SME 

program whereas they seemed to be more disagreed about the perceived lack of qualified 

human resources, lack of management skills and lack of proper marketing skills. Similar 

evidence of the barriers to the development of the SMEs in Pakistan was found in the 

perceptions of employees as discussed in earlier section of employees in chapter six. No 
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point of disagreement was found among the responses of the managers and the 

employees.   

 

(b) Economic importance of SMEs 

 

In general, the managers’ survey identified a positive impact on the economic importance 

of SMEs. A majority of the managers perceived that SMEs play a very major role in the 

economy of Pakistan; SMEs are the major source of foreign exchange earnings, SMEs 

have created the best rising export sub-sectors SMEs have a major contribution in 

Pakistan’s GDP, a known feature of SME sector is its ability to create jobs, SMEs 

maintain the poverty alleviation activities through creating employment and SMEs 

consider the employees are the most important resource. Similar evidence emerged from 

our employees’ surveys. However, both the groups appeared to hold a common view 

about all the economic importance of SMEs items. 

Our findings concerning SMEs play a very major role in the economy of Pakistan are 

identical to the study of Abdullah (2000a). Our findings across the two groups which 

identified an overall improvement of SMEs are the major source of foreign exchange 

earnings and SMEs have a major contribution in Pakistan’s GDP supports the studies of  

(Bhutta et al, 2007, SMEDA, 2007, International Finance Corporation, 2008,  Kureshi et 

al 2009 and Memon et al 2010).  The results of our study relating to the a known feature 

of SME sector is its ability to create jobs and SMEs maintain the poverty alleviation role 

by creating employment are similar to the studies of (Ahmad et al, 2009 and Wright, 

2010). 
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(c) Social importance of SMEs 

 

In general, our study identified a perceived growth of small and medium enterprises 

(SMEs) in Sindh. On this issue, overall similarity of opinion was found across the two 

groups of managers and employees. However, the employees were more inclined than the 

managers to recognize the growth of small and medium enterprises (SMEs) in Sindh.  

According to our results on the subject of Government is taking serious efforts for 

developing a future strategy for the promotion of SMEs in Sindh province of Pakistan, 

the finding of our study indicates that government is taking less serious efforts for the 

promotion of SMEs in Sindh province of Pakistan.  

 

(d) Impact of SMEs on creation of employment 

 

According to our results regarding the impact of small and medium enterprises (SMEs) 

on creation of employment, the evidence shows that both the groups of managers and 

employees perceived more positive impact on the issues such as: SMEs are the major 

source of employment and SMEs are also largest source of domestic employment. 

Whereas both the groups of managers and the employees appeared to be positive on the 

issues relating to the SMEs have reduced un-employment in the country, SMEs have 

created job opportunities in rural areas of Sindh. 
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(e) Economic contribution of textile industry 

 

In the area of economic contribution of textile industry four statements were asked to the 

responding groups which are discussed in the following manner: 

In general, regarding the role of textile sector of Pakistan for the creation of job 

opportunities in the country is concerned; the evidence from the survey of both the 

groups of managers and the employees identified a positive role of textile industry of 

Pakistan in creation of job opportunities in the country. Relating to the textile sector 

performs a fundamental role in the exports of Pakistan, the survey of both the groups of 

managers and the employees revealed that there was a similarity of the opinion and 

perceived satisfaction than dissatisfaction. The results of the present study are consistent 

with the findings of Keane and Velde (2008) who argued that Textile & Clothing (T&C) 

are the major source of exports and foreign exchange in several countries. As far as the 

textile sector is performing a leading role in the development of the manufacturing sector 

in Pakistan is concerned, the survey of both the groups (managers and the employees) 

indicated their positive attitude towards the role of textile industry in the development of 

the manufacturing sector of Pakistan. The findings of our study are similar with the study 

of Keane and Velde (2008). Concerning Performance of SMEs in textile industry of 

Pakistan during last five years, both the groups’ managers and the employees identified 

the improvements of SMEs in textile industry of Pakistan during last five years. Overall, 

there was more evidence of satisfaction of both the groups than dissatisfaction. 
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8.2 CONCLUSIONS 

 

The lack of previous systematic research in this area and the highly complex multi-

dimensional issues involved within each of the main variables has at times meant that 

issues may not have been investigated sufficiently to reach firm conclusions. 

Nevertheless, many interesting questions have been addressed and indications for further 

research revealed. The following may be seen as the main conclusions arising from the 

present empirical study. 

 

1. Overall, the study has found positive attitudes across two groups of managers and 

employees towards SMEs are the major source of employment, larger source of 

domestic employment, reduced un-employment in the country and created job 

opportunities in rural areas of Sindh. 

 

2. As indicated by this study, there are more similarities than differences between 

the two groups (managers and employees). However, in only one case where 

differences emerged it was between managerial groups of three sectors of sample 

SMEs (ginning, weaving and garments). Nevertheless, unanimity of perceptions 

was generally found relating to positive attitudes towards importance and 

significance of SMEs in the areas such as: SMEs play a very major role in the 

economy of Pakistan, SMEs are the major source of foreign exchange earnings, 

SMEs have a major contribution in Pakistan’s GDP, a known feature of SME 

sector is its ability to create jobs, SMEs maintain the poverty alleviation activities 
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through creating employment, SMEs assist in fostering a self-help and 

entrepreneurial culture, SMEs boost up an entrepreneurial strength which puts 

forward flexibility in the economy, SMEs are more capable in resource allocation 

as compared to large scale industries, SMEs in general consider employees as 

their most important resource, SMEs are pioneer in developing new products and 

services and SMEs are in general very quality minded in the products and services 

they provide. This study also revealed that there appeared positive improvement 

towards performance of SMEs in textile industry of Pakistan during last five 

years. 

 

3. This study also suggests that overall; a majority of the managers and the 

employees appeared to be dissatisfied with the legal environment, low purchasing 

power of the population and clear government SME policy. While both the groups 

seemed to be satisfied in respect of qualified human resources, management skills 

and the proper marketing skills. 

 

4. The present study finds evidence in respect of positive role of textile industry of 

Pakistan in creation of job opportunities in the country, the perceived role of 

textile sector in the exports of Pakistan, textile sector of Pakistan performing a 

leading role in the development of the manufacturing sector. Whereas the 

responding groups of the managers and the employees from SMEs sample 

appeared to be dissatisfied relating to the issue of government is taking serious 

efforts for developing future strategy for the promotion of SMEs in Sindh 
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province of Pakistan. 

 

5. As indicated by this study, there are more similarities than dissimilarities between 

the two groups (managers and employees) in cases of perceived growth of small 

and medium enterprises (SMEs) in Sindh province of Pakistan and contribution of 

SMEs in employment of Pakistan. 

 

6. It is obviously observed that in this region China and India are our major 

competitors in the primary textile products with the advantage of advance 

technology and strong engineering base. In this region Pakistan is the only 

country which lacks advance technology and strong engineering base. 

 

7. In the developing countries Small and medium enterprises (SMEs) are performing 

a very constructive role in the development of export-led industrialization. In 

majority of the developing countries SMEs are the biggest group in terms of the 

number of industrial units and performing an imperative role in the manufacturing 

output and creation of employment. 

 

8. It appears that SMEs have the advantages over their large-scale contestants that 

they are more capable to adapt market conditions very easily. They are capable to 

survive unfavorable economic situation due to their elastic character. In 

comparison with larger firms, SMEs are more labor intensive and consequently, 

have less capital costs related with job formation. They play constructive roles in 
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assuring income durability, growth and employment.   

 

9. Research work on the SME sector of Pakistan is at the preliminary level. The 

fitness of the SME sector is at the level of alarming. Various factors such as 

political instability, lack of intellectual capital and infrastructure, and energy crisis 

are the common and severe threats, which are not in a favor of SMEs. 

 

10. As indicated by the present study, energy crisis emerged as a major problem in 

Pakistan which has also hampered the growth of SMEs in Pakistan. 

 

11. It is also revealed by this study that law and order situation is a severe problem of 

the country which has created barriers for the development of SME sector of 

Pakistan. 

 

8.3 IMPLICATIONS OF THE STUDY  

 

This study has implications for both academics and practitioners alike. It serves to 

increase the body of knowledge on a topic that remains short of empirical studies. The 

leading books and articles on the impact of SMEs on employment have long been 

dependent on experiences in Pakistan. The significance of the introduction and further 

development of SMEs in Pakistan has made a case to explore the impact of SMEs on 

employment. Following are the some suggestions which are summarized from the 

empirical study: 
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1. SME sector of Pakistan being the largest economic sector in the country has a 

great contribution towards employment generation, domestic employment, 

reduction in un-employment in the country and provides job opportunities in rural 

areas of Sindh province of Pakistan. Therefore, the Government, Small and 

Medium Enterprises Development Authority (SMEDA) and SME Bank needs to 

take measures for the expansion, and development of the SME sector of Pakistan, 

which can play an important role in socio-economic development of the country. 

 

2. SMEs are also playing a very major role in the economy of Pakistan; SMEs have 

also contributed towards the foreign exchange earnings, GDP of Pakistan and 

other areas of the economy. It is appreciate able that SME sector of Pakistan is 

growing positively, but this change cannot be considered enough because the 

SMEs throughout the world are going to be developed very fast. Therefore, it is 

suggested that SMEs of Pakistan, especially in Sindh province of Pakistan need to 

be improved as SMEs are rapidly growing in our neighboring countries.   

 

3. The results of our study indicate the dissatisfaction of both the groups of 

managers and the employees on the issues of legal environment, purchasing 

power of the people and un-clear government’s SME policy. Whereas the 

managerial and the employees groups seem to be satisfied with qualified human 

resources, management skills and the proper marketing skills. It is therefore, 

suggested that legal environments of the country needs to be improved and 

simplified, the steps need to be taken for the betterment of the people by 
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providing job opportunities to them at government level and the rate of inflation 

may be controlled as a result automatically the purchasing power of the 

population will also improve. The government has provided SME policy 2007 

which is inadequate and old one hence revised SME Policy may be announced 

with collaboration of both public and private sectors. It is also noted that there is 

availability of qualified human resources in the markets and they can perform 

their work in an efficient way. This study further suggest that the managers 

working in SMEs have a adequate knowledge of management and marketing 

skills therefore, the owners of the SMEs are required to get more and more benefit 

from their services.  

 

4. The findings of our study demonstrate a perceived positive role of textile industry 

of Pakistan in job creation, exports and the development of the manufacturing 

sector. Therefore, it is suggested that textile industry of Pakistan being the largest 

sector of the economy needs more encouragement of the government and other 

relevant institutions for their rapid growth. During the survey it was also observed 

that government is giving less attention for the growth and expansion of this 

sector, as a result most of the units have been closed in different areas of the 

country while others are blaming that government is ignoring this sector which is 

not a good sign for the progress of the country. 

 

5. According to the findings of our study, there was evidence of growth of SMEs in 

Sindh province of Pakistan and their contribution towards employment. While the 
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literature shows that there is little development of SMEs in Sindh which can not 

satisfy the demand of the people of the province. Therefore it is suggested that 

this sector deserving special attention for encouragement of SMEs in Sindh 

province of Pakistan.   

 

6. The present study revealed that in this region China and India are our main 

competitors in the primary textile products and they possess advance technology 

and strong engineering base, except Pakistan which lacks strong engineering base 

in the region. Hence, it is suggested that Government of Pakistan needs to take 

adequate measures for the improvement of advanced technologies and strong 

engineering base which our competitors are already possessing. It is further 

suggested that advanced technologies are prevailing all over the world and they 

have established their industries according to the international standard. Pakistan 

is also required to standardize the industrial sector especially in textile industry on 

the pattern of our competitors.  

 

7. It is suggested that Government needs to take steps to enhance exports of SMEs 

based products in order to earn more foreign exchange for the country. 

 

8. As we know SMEs are labor intensive, they are more probably to do well in small 

towns and rural areas, where they can be capable to contribute more division of 

economic activities in a region and also can assist to slow the flow of migration 

from small towns to big cities. Therefore, it is suggested that small-scale firms 
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can encourage a more neutral distribution of income than large firms due to their 

regional division and labor force. 

 

9. It is suggested that serious efforts need to be taken for promoting research 

activities and bringing political stability in the country. For any organization in a 

knowledge-based economy intellectual capital is performing a fundamental role 

for the success and growth of the organizations. Therefore, intellectual capital 

needs to be improved. 

 

10. Energy crisis is a big challenge for the development of SMEs. Hence, government 

is required to solve this problem on permanent basis by establishing new 

electricity producing units or by getting extreme benefit from Thar coal by 

authorizing provincial Government because Thar coal is the provincial subject as 

our neighboring country India is producing electricity from coal. 

 

11. Keeping in view the economic situation of the country, it is suggested that the law 

and order situation needs to be controlled by taking bitter measures with out 

political affiliation in the interest of the country. 

 

8.3.1 Areas for Further Research 

Numerous areas have been advanced by the present investigation as to where to further 

research efforts can be devoted in order to expand existing knowledge in the field of 

SMEs and its contribution in the national economy. 
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1. There is possibility of the further research through the longitudinal study to assess 

the impact of SMEs on employment by collecting the data over an extended 

period of time to seek the comparison of the perceived impact of SMEs on 

employment in textile industry of Pakistan from one time to another which was 

not possible due to limitation of time during this study. 

 

2.  Another opportunity would be to examine the attitudes of the two groups; 

managers and employees and to identify their similarities and dissimilarities in 

SMEs sector in order to shed further light on their perceptions about issues similar 

to those investigated in the present study. 

 

3. A further interesting possibility is a similar survey of managers to examine in 

more detail their attitudes to the impact of SMEs on employment in 

manufacturing, trading and service industries. Similarly, an independent survey of 

white-collar and blue-collar employees could also be undertaken to examine their 

attitudes about the impact of SMEs on employment on the similar issues 

examined in the present study. 

 

4. There is another important area of research to conduct cross-sectional empirical 

study to explore the similarities and differences between large scale industries and 

SMEs, such a comparative study would reveal more information about these 

similarities in the area of employment on the similar aspects investigated in this 

study. 
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5. A further interesting area of research could be to examine developments of SMEs 

and its impact on employment in the capitalist and socialist economies to test 

further ideas. 

 

6. Another study could be conducted comparing the attitudes of managers and 

employees of national and international SMEs especially SMEs working in 

neighboring countries such as, China, India and Bangladesh about impact of 

SMEs on employment as investigated in the present study.  

 

7. One area which could also be researched is to undertake study about the 

employees and managers job-satisfaction across the SMEs and the large scale 

industries on the issue of employment in SMEs and large scale industrial sectors 

to examine the relationship between job-satisfaction and organizational 

effectiveness.   

 

Overall, it is hoped that this attempt to investigate impact of SMEs on employment 

will serve as a stimulus for more extensive and intensive research in this fertile and 

important area of study. 
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(A) A Managerial Questionnaire 

(B) An Employee Questionnaire 

(C) A Forwarding Letter 

(D) Instructions to complete the Questionnaire 
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IMPACT OF SMALL AND MEDIUM ENTERPRISES (SMEs) ON 

EMPLOYMENT IN TEXTILE INDUSTRY OF PAKISTAN: A STUDY OF SINDH 

(MANAGEMENT-QUESTIONNAIRE) 

1. Name of the Enterprise ------------------------------------------------------------------ 

2. Year of establishment ------------------------------------------------------------------- 

3. Initial investment ------------------------------------------------------------------------- 

4. Total Assets (Excluding Land and Building) ---------------------------------------- 

5. Annual Sales Turnover ------------------------------------------------------------------ 

6. Number of employees full or part time (Please choose one)  

a. 01-50  

b. 51-100  

c. 101-150  

d. 151-200  

e. 201-250  

 

7. How many of them are employed: 

a. Full time  

b. Part time  

 

8. In which capacity would you place your job? 

a. Top Management  

b. Middle Management  

c. Junior Management  
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9. What is your gender please indicate? 

a. Male  

b. Female  

 

10. What is your age group please indicate? 

a. 18-25 years  

b. 26-35 years  

c. 36-45 years  

d. 46 years and above   

 

11. What is your level of education? 

a. Under Graduate  

b. Graduate  

c. Master  

d. M.Phil  

e. PhD  

 

12. What is the ownership form of your business? 

a. Private enterprise  

b. Collective / Joint Stock  

c. Joint Venture  

d. Other type of ownership  
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13. What is the legal status of your enterprise? 

a. Proprietorship  

b. Partnership  

c. Company/corporation  

 

14. Do you agree or disagree with the following barriers to the development of the 

SMEs in Pakistan? 

 Strongly 

Agree 

Agree Un-decided Disagree Strongly 

Disagree

a. Unstable legal environment       

b. Low purchasing power of the 

population  

     

c. Lack of qualified human 

resources 

     

d. Lack of clear government SME 

policy in Sindh.  

     

e. Lack of management skills      

f. Lack of proper marketing skills       

 

 

 

 

 



243 
 
 

15. Considering about the economic importance of Small and Medium Enterprises 

(SMEs) to what extent do you agree or disagree with the following statements 

(please tick one for each statement). 

 Strongly 

Agree 

Agree Un-decided Disagree Strongly 

Disagree

a. SMEs play a very major role in 

the economy of Pakistan. 

     

b. SMEs are the major source of 

foreign exchange earnings.             

     

c. SMEs create the best rising 

export sub-sectors 

     

d. SMEs have a major contribution 

in Pakistan’s GDP 

     

e. A known feature of SME sector 

is its ability to create jobs. 

     

f. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

     

g. SMEs in general consider 

employees as their most important 

resources 

     

 



244 
 
 

16. Considering about the social importance of Small and Medium Enterprises 

(SMEs) to what extent do you agree or disagree with the following statements 

(please tick one for each statement). 

 Strongly 

Agree 

Agree Un-decided Disagree Strongly 

Disagree

a. SMEs assist in fostering a self-

help and entrepreneurial culture. 

     

b. SMEs boost up an 

entrepreneurial strength which 

puts forward flexibility in the 

economy. 

     

c. SMEs are more capable in 

resource allocation as compared to 

large scale industries 

     

d. SMEs are pioneer in developing 

new products and services 

     

e. SMEs are in general very 

quality minded in the products and 

services they provide 

     

f. Growth of SMEs in Sindh 

during last five years 

     

g. Government’s efforts for the 

promotion of SMEs in Sindh 
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17. Considering about the problems of Small and Medium Enterprises (SMEs) to 

what extent do you agree or disagree with the following statements (please tick 

one for each statement). 

 Strongly 

Agree 

Agree Un-decided Disagree Strongly 

Disagree

a. Political instability      

b. Law and order situation      

c. Environmental issues      

d. Rising ratio of unemployment.      

e. Energy crisis      

f. Taxation problems      

g. Lack of trained manpower       

h. Uncertainty about the future is a 

hampering factor for SME 

business 
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18. Considering about the impact of Small and Medium Enterprises (SMEs) on 

creation of employment to what extent do you agree or disagree with the 

following statements (please tick one for each statement). 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

a. SMEs are the major 

source of employment 

     

b. SMEs are also largest 

source of domestic 

employment 

     

c. SMEs have reduced un-

employment in the country 

     

d. SMEs have created job 

opportunities in rural areas 

of Sindh 
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19. Are you satisfied or dissatisfied with the economic contribution of textile industry  

 Extremely 

Satisfied 

Satisfied Don’t 

know  

Dissatisfied  Extremely 

Dissatisfied

a. Role of textile 

sector in job creation  

     

b. Role of textile 

sector in export 

     

c. Role of textile in 

manufacturing 

sector 

     

d. Performance of 

SMEs in textile 

industry during last 

five years 

     

 

 

 

 

 

 

 

 

 



248 
 
 

IMPACT OF SMALL AND MEDIUM ENTERPRISES (SMEs) ON 

EMPLOYMENT IN TEXTILE INDUSTRY OF PAKISTAN: A STUDY OF SINDH 

 (EMPLOYEE-QUESTIONNAIRE) 

1. Name of SME in which you are working --------------------------------------------- 

2. What is your gender please indicate? 

a. Male   

b. Female  

 

3. What is your age group please indicate? 

a. 18-25 years  

b. 26-35 years  

c. 36-45 years  

d. 45 years and above   
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4. What is your level of educational? 

a. No Formal Education  

b. Primary  

c. Middle  

d. Matriculate   

e. Inter  

f. Graduate  

g. Master  

h. Other if any  

 

5. In which department you are performing your job? 

a. Finance   

b. Sales/Marketing  

c. Human Resources  

d. Customer services  

e. Production/Manufacturing  

f. Purchasing/Procurement  
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6. What is your Length of Service? 

a. Less than one year  

b. 1-5 years  

c. 6-10 years  

d. 11-20 years  

e. More than 20 years  

 

7. What is your Type of Service? 

a. Permanent & confirmed  

b. Permanent & Probation  

c. Contract  

d. Temporary  
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8. Do you agree or disagree with the following barriers to the development of the 

SMEs in Pakistan? 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

a. Unstable legal 

environment  

     

b. Low purchasing power of 

the population  

     

c. Lack of qualified human 

resources 

     

d. Lack of clear government 

SME program  

     

e. Lack of management skills      

f. Lack of marketing skills       
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9. Considering about the impact of Small and Medium Enterprises (SMEs) on 

creation of employment to what extent do you agree or disagree with the 

following statements (please tick one for each statement). 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

a. SMEs are the major source 

of employment 

     

b. SMEs are also largest 

source of domestic 

employment 

     

c. SMEs have reduced un-

employment in the country 

     

d. SMEs have created job 

opportunities in rural areas of 

Sindh 
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10. Considering about the economic importance of Small and Medium Enterprises 

(SMEs), to what extents do you agree or disagree with the following statements 

(please tick one for each statement). 

 Strongly 

Agree 

Agree Un-

decided 

Disagree Strongly 

Disagree 

a. SMEs play a very major role in 

the economy of Pakistan. 

     

b. SMEs are the major source of 

foreign exchange earnings.             

     

c. SMEs create the best rising 

export sub-sectors 

     

d. SMEs have a major 

contribution in Pakistan’s GDP 

     

e. A known feature of SME sector 

is its ability to create jobs. 

     

f. SMEs maintain the poverty 

alleviation activities through 

creating employment. 

     

g. SMEs in general consider 

employees as their most important 

resource 
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11. Considering about the social importance of Small and Medium Enterprises 

(SMEs), to what extents do you agree or disagree with the following statements 

(please tick one for each statement). 

 Strongly 

Agree 

Agree Un-decided Disagree Strongly 

Disagree 

a. SMEs assist in fostering a self-

help and entrepreneurial culture. 

     

b. SMEs boost up an entrepreneurial 

strength which puts forward 

flexibility in the economy. 

     

c. SMEs are more capable in 

resource allocation as compared to 

large scale industries 

     

d. SMEs are pioneer in developing 

new products and services 

     

e. SMEs are in general very quality 

minded in the products and services 

they provide 

     

f. Growth of SMEs in Sindh during 

last five years 

     

g. Government’s efforts for the 

promotion of SMEs in Sindh 
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12. Are you satisfied or dissatisfied with the economic contribution of Textile 

Industry of Pakistan? 

 Extremely 

Satisfied 

Satisfied Don’t know Dissatisfied  Extremely 

Dissatisfied 

a. Role of textile 

sector in job creation  

     

b. Role of textile 

sector in export 

     

c. Role of textile in 

manufacturing 

sector 

     

d. Performance of 

SMEs in textile 

industry during last 

five years 
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Institute of Commerce, University of Sindh, 

Allama I.I. Kazi Campus Jamshoro (Sindh) Pakistan. 

Phone: 2771681-90 Ext. 2056 

                                                                                                                          June 1, 2010 

To: 

 

Dear Participant/Sir, 

 

The purpose of this research study is to assess the impact of Small and Medium 

Enterprises (SMEs) on employment in textile industry of Pakistan. Globally it is 

recognized that Small and Medium Enterprises (SMEs) play a key role in the economic 

development, as it is the major source of employment generation and the growth of 

production, in both developed as well as developing countries. 

 

The SMEs in textile industry also is the essential part of the economy of Pakistan and is 

the source of employment and exports. Thus the need for this study arises. Very little 

appears to have been researched and written on this subject in Pakistan. Therefore, the 

data for this study are important and will depend to be a large extent on direct 

information obtained from various sectors within the SMEs in textile industry of 

Pakistan. 
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Your co-operation in answering all the questions will enrich the knowledge on the subject 

and help establish future guide-lines for research and analysis of the issues relating to the 

employment generation in SMEs of textile industry of Pakistan. 

 

I would like to take this opportunity to reassure you that the information you provide will 

be treated ANONYMOUSLY AND CONFIDENTIAL. Therefore you are not required 

to write your name on the attached questionnaire. 

 

The general summary of the results will be available to you in due course. 

 

I should be very grateful if you would kindly complete the attached questionnaire. 

 

Yours sincerely, 

 

 

MUHAMMAD MUNIR AHMEDANI 

PhD Scholar 

Institute of Commerce 

University of Sindh 

Jamshoro, Sindh 

Pakistan 
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THE QUESTIONNAIRE: 

 

Instructions to complete this questionnaire 

 

1 This attached questionnaire is being distributed among different levels of 

Management and Employees within selected SMEs in textile industries in 

Pakistan, to collect data required to complete my PhD study at the University of 

Sindh Jamshoro Sindh Pakistan. The study is related to the IMPACT OF 

SMALL AND MEDIUM ENTERPRISES (SMEs) ON EMPLOYMENT IN 

TEXTILE INDUSTRY OF PAKISTAN: A STUDY OF SINDH.   

 

2. Most of the questions simply require you to tick (    ) in an appropriate place 

marked within column or to circle a number to indicate your answer. 

3.  There is no time limit to complete this questionnaire but it probably will take you 

15-20 minutes. 

 

4. Your response i.e. your opinion is very IMPORTANT IN THIS RESEARCH 

STUDY. 

 

5.  There is no right or wrong answers. Moreover, the accuracy of the results 

depends on how independent and generous you can be. 
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6. It is IMPORTANT that the study achieves a high response; therefore please 

answer as many questions as possible. 

 

7. All information will be treated as CONFIDENTIAL AND ANONYMOUS. 

 

Thank you very much for your co-operation for completing this questionnaire. 
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APPENDIX: 2 

 

 

 

THE ACOMPANYING LETTER 

 

 

Letter of Introduction BY: 

 

 

The Supervisor 
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