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EDITORIAL NOTE

Micro, Small, and Medium Enterprises (MSMEs) form the backbone of economies worldwide,
embodying resilience, innovation, and entrepreneurial spirit. In India, MSMEs contribute
significantly to employment generation, industrial output, and exports, playing a pivotal role in
inclusive economic growth and sustainable development.

This journal brings together diverse perspectives on MSMEs, exploring their challenges,
opportunities, and evolving landscapes. Contributors — academics and Research Scholars delve into
critical themes shaping MSMEs in India's Growth Trajectory.

Articles traverse topics like leveraging technology for competitiveness, navigating funding
hurdles, Fostering growth and innovation, and tapping export markets.

MSMEs navigate dynamic terrains marked by globalization, technological disruptions, and
shifting consumer behaviors. Their agility and adaptability underscore their potential as engines of
growth. Yet, they grapple with constraints — access to credit, regulatory complexities, skill gaps, and
market linkages. Addressing these is vital for harnessing MSMEs full potential.

These articles seeks to enrich understanding of MSMEs multifaceted roles and stimulate
dialogue among stakeholders — policymakers, entrepreneurs, researchers, and support agencies.
Insights herein aim to inform strategies fostering MSMEs vibrancy, contributing to broader
economic and social objectives like employment generation and equitable development.

We thank authors for sharing expertise and perspectives shaping this presentation on MSMEs
through articles. We hope readers, scholars, practitioners and policymakers, find value in these
analyses, sparking ideas to nurture MSMEs as catalysts for sustainable and inclusive progress of the
Indian Economy.

We feel indebted to Sri. S. Seetharaman, President, Sri. S. Natanagopal, Secretary,
Sri. N. Anand Srinivasan, Treasurer, Madura College Board, Dr. J. Suresh, Principal, all our
colleagues, research scholars and students for their generous support and valuable guidance. It is our
privilege to express our deep sense of gratitude to Dr. S. Balakrishnan, Publisher and Managing
Editor, Roots International Journal of Multidisciplinary Researches whose sincere devotion and
sustained interest have always encouraged us to keep the volume up-to-date.

Editors
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Abstract

Globally, MSMEs are viewed as growth drivers for developing countries. In India, this sector has proven to be dynamic,
aiding in the reduction of macroeconomic issues such as unemployment and poverty. It is thought that MSMEs (micro,
small, and medium enterprises) outside the agriculture sector rely on labour-intensive production methods for their goods
and services, thus creating additional job opportunities for India's unemployed youth. As indicated by different economic
surveys, MSMEs offer effective backward and forward linkages that attract further investment in this sector throughout the
years. On the side MSMEs’ in India faces a number of issues at different levels. These issues include in terms of internal
and external factors and it include the MSME owner’s lack of innovation, insufficient finance, lack of market knowledge,
weak infrastructure, high tax rate, political uncertainty and the limited entrepreneurial skills they possess. In the end,
there are satisfactory training or skill development programs being offered by the government. Successful training and
skill development programs can address the issue of unawareness regarding technological advancement. MSMEs have
access to low-cost credit.

Keywords: unemployment, poverty, investment, finance, tax rate

Introduction

Globally, MSMEs are viewed as growth drivers for
developing countries. In India, this sector has proven
to be dynamic, aiding in the reduction of
macroeconomic issues such as unemployment and
poverty. It has fostered entrepreneurial development
and has become the second-largest provider of
employment. As  ancillary  units, MSME
complements large-scale industries and thus plays a
significant role in the country's socioeconomic
development. It is thought that MSMEs (micro,
small, and medium enterprises) outside the
agriculture sector rely on labour-intensive production
methods for their goods and services, thus creating
additional job opportunities for India's unemployed  Classification of MSMEs

youth. As indicated by different economic surveys,  An Enterprise shall be classified as Micro, Small and
MSMEs offer effective backward and forward  Medium enterprise on the basis of following criteria

Interest Subvention Scheme, Rs 350 crore allotted
for the financial year 2019-20 and has applied a
corporate tax of 25% to companies that have an
annual turnover of Rs 400 crore. Honourable Indian
Prime Minister announced the Start-up/Stand-up
India scheme In August 2015, aimed at promoting
bank financing for new businesses and introducing
various initiatives to enhance entrepreneurship and
create jobs. This initiative aims to transform India
from a country of job seekers into a country of job
makers. As per the stipulations of the MSME
Development Act 2006, and the updated MSME
classification for 2019-20.

linkages that attract further investment in this sector MSMEs Classification in 2006

throughout the years. Criteria: Investment in Plant & Machinery or
Government of India announced various new Equipment

initiatives and provisions to promote MSMEs in the | Classification |  Micro Small Medium

country during the 2019-20 budgets. Under the Manufacturing | Investment | Investment | Investment

1 Roots International Journal of Multidisciplinary Researches
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Enterprises <Rs. 25 <Rs.5cr. <Rs. 10
lac cr.
. Investment
Services Investment | Investment
. <Rs. 10
Enterprise lac <Rs.2cr. <Rs.5cr.

Revised MSME Classification in 2020

Composite: Investment and Annual Tu

rnover

Investment
Investment
Investment <Rs. 10 <Rs. 20
Manufacturing <Rs.1cr. or a.nd cr. and
& Services and Turlnover Turnover
Enterprises Turnover < <Rs. 100
<Rs. 50
Rs. 5cr. cr.
cr.
MSME Classification in 2025 Budget
Investment Investment | Investment
. <Rs. 25 <Rs. 125
Manufacturing <Rs.25
. cr.and cr.and
& Services cr.and
Enterprises Turnover < Turnover Turnover
P <Rs.100 | <Rs.500
Rs. 10 cr.
cr. cr.

Source: https://msme.gov.in/sites
Objectives of the Study
1. To examine employment opportunities through

MSMEs in Indian economy.

2. To

analyse

the

present

development of MSMEs in India,
3. To investigate the impact of setting up of
MSMEs in India.

Research Methodology
This study based on secondary data gathered from a
various sources, including MSME annual reports,
publications from the Ministry of Micro, Small and

Medium  Enterprises,

and

Government of India.

journals

conditions

and

from the

Table 1.1 The distribution of MSMES
(activity wise) in India during 2023-24

L Estimated Number of
Activity . . Share
Cateqo Enterprises (in lakh) %
gory Rural Urban | Total ?
Manufacturing | 114.14 82.50 |196.65| 31
Electricity 0.03 0.01 0.03 0
Trade 108.71 | 121.64 |230.35| 36
Oth_er 102.00 | 104.85 |206.85| 33
Services
Total 324.88 | 309.00 [633.88| 100

Source: MSMEs Annual Report

October 2025 ISSN: 2349-8684

Table 1.1 presents an estimate of the number of
MSMEs in the Manufacturing, Electricity, Trade,
and Other Services sectors. The level of
manufacturing activities in rural areas was 114.14,
while urban areas recorded a lower value of 82.50.
The total numbers of manufacturing units are 196.65,
with a share of 31 per cent. In the Trade sector, the
rural area contributed a value of 108.71 while the
urban contribution was 121.64, with the highest
share being 36 per cent in comparison to other
categories. In Other Services, the rural area
comprised a value of 102 while the urban area shows
104.85, with a share of 33 per cent.

Distribution of Enterprises in India
Table 1.2 Distribution of Enterprises (Category
Wise) in India during 2023-24 (Numbers in lakh)

Sector | Micro | Small |Medium| Total [Share%
Rural | 324.09 | 0.78 0.01 |324.88 51
Urban| 306.43 | 253 0.04 (309.00] 49
Total | 630.52 | 3.31 0.05 |633.88| 100
Source: MSMEs Annual Report

Table 1.2 highlights the distribution of

enterprises. It is shown that 51% of enterprises are in
rural, with shares of Micro (324.09), Small (0.78),
and Medium (0.01) enterprises, totalling 324.88
lakhs out of 633.88 lakhs enterprises. Whereas 49%
of enterprises are in urban, comprising Micro
(306.43), Small (2.53), and slightly higher Medium
(0.04) categories, total of 309 lakhs out of 633.88
lakhs enterprises.

Employment Through MSMEs
Table 1.3 Employment in the MSME Sector
(Activity Wise) in India during 2023-24

Category Employment (in lakh) Share
Rural | Urban | Total (%)
Manufacturing | 186.56 | 173.86 | 360.41 32
Electricity 0.06 0.02 0.07 0
Trade 160.4 | 226.54 | 387.18 35
Other Services | 150.53 | 211.69 | 362.22 33
Total 497.78 | 612.10 | 1109.89 | 100

Source: MSMEs Annual Report

Table 1.3 presents the estimated number of jobs
in MSMEs in India. The Trade sector is most

2
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significant in creation of jobs, total of 387.18 lakhs,
consisting of 160.64 lakhs from Rural areas and a
largest of 226.54 lakhs from Urban areas, with a
share of 35 percent. The Other Services sector
produced a total of 362.22 lakhs jobs, consisting of
150.53 lakhs in rural areas and 211.69 lakhs in urban
areas, resulting in a share of 33 percent, the second
highest after Manufacturing, which generated
approximately 360.41 jobs with a share of 32
percent. Electricity demonstrates the least amount of
employment generation relative to other sectors.

Area Wise Distribution of Employment
Table 1.4 Distribution of Employment by
type of Enterprises in Rural and
Urban Areas during 2023-24

Sector | Micro | Small | Medium Total Share
(%0)
Rural | 489.30 7.88 0.60 497.78 45
Urban | 568.88 | 24.06 1.16 612.10 55
Total | 1076.19 | 31.95 1.76 1109.89 | 100

Source: MSMEs Annual Report

Table 1.4 shows the area wise distribution of
employment in the Micro, Small, and medium
sectors. Micro Enterprises accounted for the highest
employment of 1076.19 lakh persons (489.30 in rural
areas and 586.88 in urban areas). Small Enterprises
offers jobs to 31.95 lakh individuals (with 7.88 in the
rural sector and 24.06 in the urban sector). Medium
enterprises employ 1.75 lakh individuals (0.60 in the
Rural Sector and 1.16 in the Urban Sector) and
account for 0.16% of total employment in the MSME
sector.

Problems of MSMEs in India and Solutions

Currently, Indian MSMEs are encountering various

kinds of issues. The majority of the issues can be

resolved. The issues faced by MSMEs can be
elucidated as follows:

1. Insufficient bank credit — MSMEs currently
confront challenges regarding credit from banks.
The banks are not offering sufficient loan
amounts to MSMEs. The banks' procedure for
providing loans is lengthy and characterized by
formalism. The MSME owners are required to
provide various kinds of documents to

October 2025 ISSN: 2349-8684

demonstrate their worthiness. On average, the
banks are supplying 50% of the total capital
employed in fixed assets. The cost of credit is
also high.

2. Competition from multinational corporations
- In today's globalized world, MSMEs are
encountering  significant competition from
international manufacturing firms that offer
quality products at the lowest prices. Thus,
competing with the multinational corporations is
quite challenging.

3. Inadequate infrastructure — Despite the rapid
development of MSMEs, their infrastructure
remains very poor. Their production capacity is
minimal and the cost of production is high due
to inadequate infrastructure.

4. Unavailability of raw materials and other
inputs - MSMESs require raw materials, a skilled
workforce, and other inputs that are not readily
available in the market. The lack of availability
of these essentials makes it very challenging to
manufacture the products at affordable prices.

5. Absence of advanced technology: The
proprietors of MSMEs lack awareness of
cutting-edge production technologies. The way
they produce things is no longer modern. The
proprietors are employing traditional techniques
in the area of fabricated metal and textile.

6. Inadequate dissemination of marketing
channels — The MSMEs are not embracing
innovative marketing methods. Their
advertisement and sales promotion are
comparatively weaker than the multinational
companies are. Due to ineffective advertising
and subpar marketing channels, sales are
extremely low.

7. Inadequate training and skill development
initiatives: The training and development
programs aimed at the advancement of MSMEs
are significantly lacking. Thus, MSMEs are not
able to access skilled manpower. The proprietors
know about the inventive production methods.
The government’s initiatives for  skill
development are inadequate.

3 Roots International Journal of Multidisciplinary Researches
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8. Complex labor laws and red tape - The
legislation governing all facets of manufacturing
and service industries is highly intricate, making
adherence to these laws a practical challenge.
The factory commissioner and inspector
determine the various decisions of the factory,
creating numerous opportunities for red tape in
MSME operations.

Suggestions

The following recommendations may be supported

for advancing the growth and development of

MSMEs in India:

1. Reciprocal Technology Supply: Several
suitable technologies for the MSME sector have
been developed across different sectors. While
each MSME has its areas of strengths and
weaknesses, therefore, it would be mutually
valuable if already developed technologies made
available to each other. A comprehensive list of
all sorts of technologies should be prepared and
made available accordingly to the MSMEs
requiring it.

2. Formation of a Consultant Panel: To promote
technological progress and provide guidance, a
group of experts and consultants should be
assembled to assist the region's MSMEs in
effectively transferring available technologies.
The panel of consultants could be constituted
based on the nature of MSME activities.At the
time of constitution of panel of experts, there
should be inclusion of the owners of different
sectors of MSME’S.

October 2025 ISSN: 2349-8684

3. Determination of Technological Needs: There
should be detailed survey to assess the technical
and financial needs of the MSME. So that, the
proper arrangement could be make to fulfil the
needs of the MSME’s.
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Abstract
This research paper examines the pivotal role of Micro, Small and Medium Enterprises (MSMEs) in India's economic

development. MSMEs are crucial contributors to job creation, industrialization, and rural development. However, they
also face numerous challenges, including limited access to finance, infrastructure, and technology. The paper critically
analyzes the factors influencing the growth and performance of MSMEs in India. It explores the government's policies and
an initiative aimed at supporting MSMEs and discusses their effectiveness. Furthermore, the paper identifies the key
challenges faced by MSMEs in India and suggests potential solutions to address these issues. By understanding the role of
MSMEs in India's economy and the challenges they face, policymakers can develop more effective strategies to promote
their growth and development. This paper discuss about the role of micro, small and medium enterprises (msmes) in

india's economic development: a critical analysis.

Keywords: economic process, MSMEs, enterprises, performance, problems of MSMEs, challenges

Introduction

Micro, Small and Medium Enterprises (MSMESs)
play a vital role in India's economic development.
They constitute a significant portion of the industrial
sector, providing employment opportunities and
contributing to the country's GDP. However,
MSMEs in India face numerous challenges,
including limited access to finance, infrastructure,
and technology.

This research paper aims to critically analyze the
role of MSMEs in India's economic development. It
will explore the factors influencing the growth and
performance of MSMEs, the government's policies
and initiatives aimed at supporting them, and the key
challenges faced by these enterprises.

The paper will begin by providing an overview
of the MSMEs sector in India, including its size,
composition, and contribution to the economy. It will
then analyze the factors that have contributed to the
growth of MSMEs in recent years, such as
government policies, technological advancements,
and changing consumer preferences. Finally, the

paper will evaluate the government's policies and
initiatives aimed at supporting MSMEs, such as
credit schemes, subsidies, and skill development
programs. It will assess the effectiveness of these
policies and identify areas for improvement.

Meaning of MSMEs

Micro, Small and Medium Enterprises (MSMES) are
a crucial segment of India's economy, encompassing
a wide range of businesses that employ a relatively
small number of workers and have limited capital
investment. The exact definitions and classifications
of MSMEs may vary slightly depending on the
specific government policies and regulations in
place.

Definition of MSME

MSME are the engines of growth of any country's
economy. In accordance with the availability of
small, tiny and Medium Enterprises Development
Act 2006, small, tiny and medium enterprises are
classified into 2 categories.

5 Roots International Journal of Multidisciplinary Researches
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Review of Literature

Thiripurasundari, K and V. Gurumurthy (2009)
The study highlights the challenges of micro, small
and medium enterprises of India. One side the
globalization is an opportunity as well as another
side it is a challenge for the indigenous MSME’S.
The Indian MSME’S are facing a great problem due
to larger production of foreign manufacturing
concern. The financially strong MSME’S  will
survive strongly at globalized platform.

Bhavani, T.A. (2011),This study reveals that
how the all aspects of the MSME’S (Employment,
Leading sector of MSME’S, Investment in fixed
assets) being change in modern perspective. The
technological advancement and protection of
MSME’S through various subsidy schemes and
liberal availability of credit will be a great help.

Nalabala Kalyan, Kumar. Sardar, Gugloth.
(2011).This study focuses upon the growth pattern of
the MSME’S, employment generation (1992-2009).
Further, study reveals the symptoms and steps
involved in industrial sickness. The study gives the
ample amount of knowledge about the various credit
schemes sponsored by the government. Laghu
udyami credit card scheme ,Credit guarantee fund
trust for small industries, Swarojgar credit card
scheme, Credit linked capital subsidy scheme and
credit through commercial banks are the sources and
schemes available to fulfill the financial needs as
well as financially strengthen to the MSME’S.

Research Gap

In this studies on the impact of globalization on
Indian MSMEs, need for more research on the
effectiveness of  government-sponsored  credit
schemes. Lack of studies on the role of technological
advancement in enhancing MSME competitiveness.
Insufficient research on the relationship between
MSMEs and large enterprises. Limited understanding
of the social and environmental impact of MSMEs.
This literature review provides a foundation for
further research, highlighting areas where more
investigation is needed to support the growth and
development of MSMEs in India.

October 2025 ISSN: 2349-8684

Scope of the Study

This research paper focuses on the role of Micro,
Small and Medium Enterprises (MSMES) in India's
economic development. The scope of the study
includes the following: Analysis of the contribution
of MSMEs to India's GDP, employment, and
industrialization. Examination of the factors
influencing the growth and performance of MSMEs,
such as access to finance, infrastructure, technology,
and government policies. Assessment of the
challenges faced by MSMEs in India, including
limited access to markets, competition from larger
firms, and regulatory hurdles. Evaluation of
government policies and initiatives aimed at
supporting MSMEs, including credit schemes,
subsidies, and skill development programs.
Exploration of the potential for MSMEs to drive
innovation and entrepreneurship in India. The study
will primarily focus on MSMEs operating in the
manufacturing, services, and trade sectors. While the
paper may briefly touch upon other sectors, the
primary focus will be on these three sectors due to
their significant contribution to India's economy.

Statement of the Problem

Despite their significant contribution to India’s
economy, Micro, Small and Medium Enterprises
(MSMEs) face numerous challenges that hinder their
growth and development. MSMEs often struggle to
obtain adequate financing for their operations,
expansion, and working capital requirements. This is
due to factors such as lack of collateral, high interest
rates, and bureaucratic procedures. MSMEs face
infrastructure  bottlenecks, including inadequate
power supply, transportation facilities, and industrial
parks, which can increase their operating costs and
limit their competitiveness. Many MSMEs lack
access to modern technology and equipment, which
can hinder their productivity and efficiency. MSMEs
often compete with larger, more established firms
that have greater market power and resources.
MSMEs face complex and burdensome regulatory
requirements, which can increase their compliance
costs and reduce their profitability. MSMEs often
struggle to find and retain skilled workers, which can

6 Roots International Journal of Multidisciplinary Researches
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limit their growth potential. Addressing these
challenges is crucial for the sustainable growth and
development of MSMEs in India. This research
paper aims to analyze these problems in detail and
propose potential solutions to help MSMEs
overcome these obstacles.

Objectives of the Study

The primary objective of this research paper is to

critically analyze the role of Micro, Small and

Medium Enterprises (MSMES) in India's economic

development. To achieve this, the study will aim to:

1. To examine the contribution of MSMEs to
India's GDP, employment, and exports.

2. To analyze the role of MSMEs in promoting
entrepreneurship, innovation, and economic
growth and to identify the challenges faced by
MSMEs, such as access to finance, technology,
and markets.

3. To discuss the Government Programs for Micro,
Small and Medium Enterprises (MSMES) in
India

Methodology

The methodology is very required to construct the
analysis work. Additionally, qualitative and
quantitative strategies were utilized in the study. This
text needs secondary knowledge, secondary
knowledge has been collected from printed supply,
like periodicals, articles, reports, books, journals, and
literatures on the study

Result and Discussion

I. Contribution of MSMEs to

employment, and exports

Contribution of MSMEs to India's:

e GDP: MSMEs account for around 30% of
India's GDP, making them a significant
contributor to the country's economic output.

e Employment: MSMEs provide employment to
over 120 million people, which is approximately
40% of India's workforce, making them the
second-largest employment generator after
agriculture.

India's GDP,
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e Exports: MSMEs contribute around 45% to
India's total exports, with a significant share in
sectors like textiles, leather, and handicrafts.

Other Contributions

e Innovation: MSMEs are a driving force for
innovation, with many entrepreneurs introducing
new products, services, and processes.

e Regional development: MSMEs are instrumental
in promoting regional development, as they are
often located in rural and semi-urban areas.

e Skill development: MSMEs help in skill
development, as they provide training and
employment opportunities to local youth.

e Competition:. MSMEs foster competition,
leading to improved product quality, reduced
prices, and increased consumer choice.

1. Role  of MSMEs in promoting
entrepreneurship, innovation, and economic
growth

Role of MSMEs in
e Promoting Entrepreneurship:
e Encouraging start-ups and self-employment
e  Creating opportunities for women and youth
entrepreneurs
e Fostering a culture of entrepreneurship and
risk-taking
e Innovation:
e Developing new products, services, and
processes
e Improving existing products and services
e Adopting new technologies and
digitalization
e Economic Growth:
e Contributing to GDP growth
e  Creating employment opportunities
e Stimulating local economies and regional
development

Additional roles

o  Flexibility and adaptability: MSMEs can quickly
respond to changing market conditions and
customer needs.
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Niche markets: MSMEs often cater to niche
markets, providing specialized products and
services.

Supply chain development: MSMEs are integral
to supply chains, providing goods and services
to larger enterprises.

Rural development: MSMEs can contribute to
rural development by providing employment and
economic opportunities in rural areas.

Export growth: MSMESs can drive export growth
by leveraging their innovative products and
services.

111. Challenges faced by MSMEs, such as access to
finance, technology, and markets
Challenges faced by MSMEs:

Access to Finance

o Limited access to credit and loans

o High interest rates

o Collateral requirements

o Limited financial literacy

Technology

o Limited access to digital technologies

o High cost of technology adoption

o Lack of technical skills

o Cybersecurity threats

Markets

o Limited market access and reach

o Competition from larger enterprises

o Difficulty in identifying new markets and
customers

o Limited marketing and sales capabilities

Regulatory Challenges

o Complex regulatory procedures

o Limited awareness of regulations and

policies
o High compliance costs
Infrastructure:

o Limited access to infrastructure (e.g.,
power, water, transportation)

o High infrastructure costs

Human Resources:

o Limited access to skilled labor

o High labor costs

o Difficulty in retaining talent
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Environmental and Social Compliance:

o Limited awareness of environmental and
social regulations

o High compliance costs

Globalization and Trade:

o Difficulty in accessing global markets

o Limited knowledge of international trade
procedures

o High competition
players.

from international

IV. Role of MSMEs in promoting regional
development, reducing poverty, and improving
living standards

Assessing the role of MSMEs in:

Promoting Regional Development
o Creating employment opportunities in rural
and underserved areas

o Stimulating local economies through
production and consumption
o Encouraging entrepreneurship and

innovation in regional industries

Reducing Poverty

o Providing income-generating opportunities
for low-income individuals

o Improving access to basic goods and
services in underserved areas

o Empowering marginalized
through entrepreneurship

Improving Living Standards

o Increasing access to quality products and
services

o Enhancing food security through local food
production

o Supporting sustainable development and
environmental conservation

communities

MSMEs contribute to

Rural development: By creating jobs and
stimulating local economies in rural areas.
Urban development: By providing goods and
services, and creating employment opportunities
in urban areas.
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e Social inclusion: By empowering marginalized
communities, such as women, youth, and
minorities.

e Environmental sustainability: By promoting
sustainable practices and reducing carbon
footprint.

V. Government Programs for Micro, Small and
Medium Enterprises (MSMES) in India

The Indian government has implemented numerous
programs and initiatives to support the growth and
development of Micro, Small and Medium
Enterprises (MSMEs). These programs aim to
address the various challenges faced by MSMEs,
such as limited access to finance, infrastructure, and
technology.

Key Government Programs:

1. Credit Linked Capital Subsidy Scheme
(CLCSS): This scheme provides subsidized
interest rates on loans to MSMEs for the
purchase of machinery and equipment.

2. Prime Minister's Employment Generation
Programme (PMEGP): This program provides
financial assistance to unemployed youth and
women to establish their own micro-enterprises.

3. Credit Guarantee Fund Trust for Micro,
Small and Medium Enterprises (CGTMSE):
This trust provides guarantees to banks and
financial institutions for loans to MSMEs,
reducing their risk and making it easier for
MSMEs to access finance.

4. National Small Industries Corporation
(NSIC): NSIC provides a range of services to
MSMEs, including marketing assistance,
technology upgradation, and access to
government tenders.

5. Micro Units Development and Refinance
Agency (MUDRA): MUDRA  provides
financial assistance to MSMEs through various
schemes, including the Pradhan Mantri Mudra
Yojana (PMMY).

6. Skill India Mission: This mission aims to
provide  vocational training and  skill
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development to the youth of India, enhancing

the human capital available to MSMEs.

7. Digital India Initiative: This initiative
promotes the adoption of digital technologies by
MSMEs, helping them improve their efficiency
and competitiveness.

8. Atmanirbhar Bharat Abhiyan: This initiative
aims to make India self-reliant and reduce its
dependence on imports. It includes measures to
support MSMEs and promote domestic
manufacturing.

These are just a few examples of the many
government programs that support MSMEs in India.
The specific programs available to MSMEs may vary
depending on their location, size, and sector.

Merits and Demerits of Government Programs

for MSMEs in India

Merits

e Increased Access to Finance: Government
programs have significantly improved access to
finance for MSMEs, enabling them to invest in
their businesses and expand their operations.

e Reduced Interest Rates: Subsidized interest
rates offered under programs like CLCSS and
PMEGP have reduced the financial burden on
MSMEs.

o  Skill Development: Government initiatives like
Skill India Mission have helped enhance the
skills and capabilities of MSME employees,
improving their productivity and
competitiveness.

e Market Access: Programs like NSIC and
Atmanirbhar Bharat Abhiyan have provided
MSMEs with better access to domestic and
international markets.

e Boost to Entrepreneurship: Government
support has encouraged entrepreneurship and the
creation of new MSMEs, contributing to job
creation and economic growth.

Demerits

e Bureaucratic Procedures: Many government
programs are plagued by bureaucratic
procedures, which can delay the disbursement of
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funds and increase the administrative burden on
MSMEs.

Limited Awareness: MSMEs may not be aware
of the various government programs available to
them, leading to underutilization of these
resources.

Ineffective Implementation: In some cases,
government  programs may be  poorly
implemented, resulting in delays, inefficiencies,
and corruption.

Lack of Transparency: The process of
applying for and receiving benefits from
government programs can sometimes be opaque,
leading to uncertainty and frustration among
MSMEs.

Dependency: Overreliance on government
support can create a dependency culture among
MSMEs, hindering their ability to become self-
sufficient.

Finding of the study

Significant  Contribution to  Economic
Development: MSMEs play a crucial role in
India's economic development, contributing
significantly to GDP, employment generation,
and industrialization.

Challenges Hindering Growth: MSMEs face
several challenges, including limited access to
finance, infrastructure, technology, and markets.
Government Programs with Mixed Results:
Government programs aimed at supporting
MSMEs have shown mixed results, with some
programs being effective while others facing
implementation challenges.

Innovation and Entrepreneurship Potential:
MSMEs have the potential to drive innovation
and entrepreneurship in India, but they often
lack the necessary resources and support.

Need for Policy Improvements: To fully
realize the potential of MSMEs, there is a need
for improvements in government policies and
initiatives.

GDP Contribution: MSMEs account for a
substantial portion of India's GDP, particularly
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in sectors such as manufacturing, services, and
trade.

¢ Employment Generation: MSMEs are a major
source of employment, providing livelihoods to
millions of people, especially in rural areas.

e Access to Finance: Limited access to finance is
one of the most significant challenges faced by
MSMEs, hindering their growth and expansion.

e Infrastructure Constraints: Inadequate
infrastructure, such as power supply and
transportation, can increase the operating costs
of MSMEs and limit their competitiveness.

e Technological Limitations: Many MSMEs lack
access to modern technology and equipment,
which can hinder their productivity and
efficiency.

e Government Program Effectiveness: While
government programs have provided some
support to MSMEs, they often face challenges
such as bureaucratic procedures, limited
awareness, and ineffective implementation.

e Innovation Potential: MSMEs have the
potential to be drivers of innovation and
entrepreneurship, but they require adequate
support and resources.

Recommendations for Promoting MSME Growth
and Development in India

Based on the findings of this study, the following
recommendations are proposed to promote the
growth and development of Micro, Small and
Medium Enterprises (MSMES) in India:

e Improve Access to Finance

o Financial Inclusion: Implement measures
to promote financial inclusion and increase
access to credit for MSMEs, such as
through microfinance institutions and digital
lending platforms.

o Collateral-Free Loans: Expand the
availability of collateral-free loans to
MSMEs, especially in rural areas.

o Interest Rate Subsidies: Provide interest
rate subsidies to MSMEs to reduce their
borrowing costs.
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e Enhance Infrastructure Support

o Power Supply: Improve the reliability and
affordability of power supply to MSMEs.

o Transportation: Enhance transportation
infrastructure, such as roads, railways, and
ports, to improve connectivity and reduce
logistics costs for MSMEs.

o Industrial Parks: Develop and improve
industrial parks with essential infrastructure
and facilities to support MSME growth.

e  Promote Technology Adoption

o Skill Development: Invest in skill
development programs to equip MSME
employees with the necessary technical
skills.

o Technology Subsidies: Provide subsidies
or incentives for MSMEs to adopt modern
technology and equipment.

o Digitalization: Promote the digitalization of
MSMEs to improve their efficiency and
competitiveness.

Special Issue 1

Suggestions

e Enhance access to finance: Simplify loan
procedures, increase funding opportunities, and
reduce interest rates.

e Technology adoption: Provide subsidies,
training, and support for MSMEs to adopt digital
technologies.

o Skill development: Offer vocational training,
entrepreneurship programs, and workshops to
enhance skills.

e Marketing support: Establish online platforms,
trade fairs, and exhibitions to promote MSME
products.

e Regulatory simplification: Streamline
compliance procedures, reduce bureaucracy, and
introduce MSME-friendly policies.

e Infrastructure development: Improve access to
affordable infrastructure, such as workspace,
storage, and logistics.

e Innovation encouragement: Offer incentives,
grants, and tax breaks for innovative MSMEs.
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e Women entrepreneurship: Introduce targeted
programs, training, and funding opportunities for
women entrepreneurs.

e Rural MSMEs: Focus on rural development,
provide specialized support, and promote rural
entrepreneurship.

e Monitoring and evaluation: Regularly assess
MSME performance, identify challenges, and
adjust policies accordingly.

Conclusion

In conclusion, the study on the Role of Micro, Small
and Medium Enterprises (MSMEs) in India's
Economic Development: A Critical Analysis,
highlights the significant contributions of MSMEs to
India's economy, including employment generation,
GDP growth, and export earnings. However,
MSMEs face challenges such as access to finance,
technology, and markets, which hinder their growth
and development. MSMEs are crucial for India's
economic development. Challenges faced by
MSMEs need to be addressed Government support
and initiatives can enhance MSME competitiveness.
Promoting MSMEs can lead to inclusive economic
growth and poverty reduction. By implementing the
suggestions and recommendations from this study,
India can unlock the full potential of its MSME
sector and drive economic growth and development.
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This study investigates the motivations and challenges faced by women entrepreneurs in Theni District. Based on data
collected from 120 women engaged in small businesses such as tailoring, beauty parlors, grocery shops, and vending, it
highlights that most of the entrepreneurs are between 30 and 50 years old. Despite low educational levels, many women
pursue entrepreneurship driven by financial need, economic independence, and self-employment goals. However, the study
also reveals key challenges, especially financial difficulties, family responsibilities, and marketing barriers. A significant
number earn less than Rs. 5,000 per month, reflecting the small scale of their businesses. The findings suggest that to
support and empower these women, there is a need for skill development, financial assistance, and strong institutional
support. Encouraging women entrepreneurship is crucial for rural development and national economic growth.
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Introduction

The term entrepreneur carries great respect and plays
a vital role in shaping the state of an economy. The
level of economic development or underdevelopment
often reflects the strength and presence of
entrepreneurship within a society. Women, in
particular, possess several qualities that are well-
suited for entrepreneurship, including keen attention
to detail, strong dedication to their work, consistent
behavior, and a commitment to maintaining high
standards of quality.

Women entrepreneurs play a crucial role in
India, especially in the context of globalization and
economic development. Their participation in
business is vital for the growth of rural areas. Rural
entrepreneurship led by women can create new
economic  opportunities, empower women in
villages, contribute to overall national development,
and help alleviate poverty.

Nowadays, women are becoming socially and
economically empowered by establishing their own
businesses. Women entrepreneurs play a vital role in

India, especially in the era of globalization and
economic advancement.

Review of Literature
Meenakshi Anand (2019) In India, micro enterprises
have emerged as powerful tools for the development
and empowerment of women. By promoting self-
employment, micro entrepreneurship has enabled
women to achieve economic independence, leading
to greater social and psychological empowerment.
Government policies and schemes have played a
vital role in supporting women through training and
financial assistance, encouraging them to become
self-reliant entrepreneurs. These women not only
uplift their own families but also generate
employment for others. This research paper aims to
examine the role of micro entrepreneurship in
empowering women in India, using the Systematic
Literature Review (SLR) method to analyze its
impact on economic, social, and psychological
aspects.

Bardhyl Ahmetai (2023.) Women
entrepreneurship is increasingly recognized as a key
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driver of economic and social development,
particularly in developing countries. This study
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explores  the  motivations, challenges, and
perspectives of female entrepreneurs in post-
communist Albania, focusing on 36 women

operating in Tirana. Findings show no major gender-
based discrimination perceived by participants,
though notable support from families and partners is
evident, contrasting with fewer cases of inherited
business assets. The research highlights various
factors influencing women’s entrepreneurial journeys
and offers recommendations for policymakers to
strengthen Albania's entrepreneurial ecosystem.

Objectives of the study

1. To study the encouraging and motivational
factors behind women entrepreneurs.

2. To analyze the monthly household income of the
respondents before and after entering the
entrepreneurial activity.

3. To find the issues and challenges faced by rural
women entrepreneurs in Theni District.

Methodology

This study is based on both primary and secondary
data. Secondary data will be collected from
published and unpublished sources such as reports,
handbooks, action plans, and pamphlets from the
Directorate of Industries and Commerce (Chennai),
District Industries Centre (Theni), the Statistical
Office, as well as journals, books, and magazines.
For primary data, 120 women entrepreneurs from
Theni District will be randomly selected using a
simple random sampling method, based on a list
provided by the District Industries Centre, Theni.
The study will focus on businesses such as beauty
parlors, tailoring units, medical stores, and grocery
shops. Collected data will be analyzed using
statistical tools like averages and other relevant
techniques.

Table — 1 Age Wise Classification of the Sample
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2. 30-40 36 30.00
3. 40-50 29 24. 17
4. 50 - 60 21 17.5
5. 60 -70 9 7.5
Total 120 100

Source: Primary data

The age-wise distribution of the 120 women
entrepreneurs surveyed reveals that the majority fall
within the age group of 30 to 40 years, accounting
for 30% of the total respondents. This is followed by
24.17% in the 40 to 50 age group, and 20.83% in the
20 to 30 age group, indicating that a significant
portion of women entrepreneurs are in their early to
mid-career stages. Women aged 50 to 60 make up
17.5% of the respondents, while the smallest group,
those aged 60 to 70, represents only 7.5%. This
distribution  highlights ~ that most  women
entrepreneurs in Theni District are between 30 and
50 years old, reflecting a dynamic and productive
age range actively engaged in business activities.

Table — 2 Educational Qualification of the

Respondents
S. | Educational Number of
Percentage

No Status Respondents
1. Graduate 33 27.50
5 Secondary 20 16.67

Level
g | FPrimary 42 35.00

Level
4. Illiterate 25 20.83

Total 120 100

Source: Primary data

The educational background of the 120 women
entrepreneurs surveyed shows that a significant
number, 35%, have completed only primary
education. Graduates account for 27.5% of the
respondents, indicating a fair representation of higher
education among the group. About 16.67% have
completed education up to the secondary level, while
20.83% of the respondents are illiterate. This
distribution suggests that while education plays a

Respondents role in entrepreneurship, women from various

S, Number of Number of educational backgrounds —including those with

No | Respondents | Respondents Percentage limited or no formal education—is actively

1 20-30 5 2083 pa}rtlc_lpatlng in entrepreneurial activities in Theni
District.
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Table — 3 Nature of Business by the Women

Entrepreneurs
S. | Nature of Number of Percentage
No | Activity | Respondents g
Tailoring
1. 1 .
Shop 0 8.33
Mobil
2 obile 6 5.00
restaurant
Flower
12 10.
3 Vendors 0.00
4 | PO 9 7.50
store
5 | Petty Shop 5 4.17
Medical
6 7 5.83
Shop
7 Milk 5 417
Product '
8 | Photoshop 4 3.33
Cool
9 Drinks 9 7.50
Shop
10 | Street 8 6.67
Vendors '
Vegetable
11 7 5.83
Vendors
Snacks
12 Items 9 7.50
production
13 | Browsing 4 3.33
Centre
Xerox
14 .67
Shop 8 6.6
15 | Cloth Sale 7 5.83
16 | Beaw 4 3.33
Parlors
g7 | Wateh 2 1.68
Shop
18 | Book Stall 1 0.83
Ice Cream
19 3 2.50
Shop
Total 120 100

Source: Primary data
The survey of 120 women entrepreneurs in
Theni District reveals a diverse range of business

October 2025 ISSN: 2349-8684

activities. The most common occupation is flower
vending, accounting for 10% of respondents,
followed by tailoring shops at 8.33%, and fancy
stores and snack item production, both at 7.5%.
Other popular ventures include cool drinks shops
(7.5%), street vending (6.67%), and Xerox services
(6.67%). A notable portion is also engaged in
vegetable vending, medical shops, and cloth sales,
each contributing 5.83%. Smaller percentages are
involved in businesses like mobile restaurants (5%),
petty shops and milk products (4.17% each), beauty
parlors, browsing centers, and photo studios (3.33%
each). A few respondents operate niche businesses
such as watch shops (1.68%), book stalls (0.83%),
and ice cream shops (2.5%). This variety indicates
that women entrepreneurs are actively involved in
both traditional and emerging small-scale enterprises,
contributing significantly to the local economy.

Table — 4 Monthly Income of the Respondents

S. Monthly Number of
No Income Respondents Percentage
(Rs) P
Below Rs.
1. 5000 49 40.83
5001 -
2. 10000 25 20. 83
10001 -
3. 15000 23 19.17
15001 —
4. 20000 14 11.67
Above
> 20001 o 75
Total 120 100

Source: Primary data

The analysis of monthly income among the 120
women entrepreneurs in Theni District shows that a
majority, 40.83%, earn below Rs. 5,000, indicating
that many are operating on a small scale with limited
financial returns. About 20.83% of the respondents
earn between Rs. 5,001 and Rs. 10,000, while
19.17% fall within the Rs. 10,001 to Rs. 15,000
income bracket. A smaller portion, 11.67%, earns
between Rs. 15,001 and Rs. 20,000. Only 7.5% of
the women entrepreneurs reported earning more than
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Rs. 20,001 per month. This distribution highlights
that while a few women have achieved higher
income levels, a significant proportion are still
earning modestly, underlining the need for further
support in scaling their businesses and improving
profitability.

Table — 5 Reason for Starting Own Business

Reason for
S. starting Number of Percentage
No Own Respondents
Business
g, | ToUpliftthe 19 15.83
family
2. Divorce 8 6.67
g | roeam 39 32.50
money
To gain
4, economic 30 25.00
independence
5, | Tobecome 24 20.00
an owner
Total 120 100

Source: Primary data

The survey findings highlight a range of reasons
why women in Theni District chose to start their own
businesses. The most common motivation, cited by
32.5% of respondents, is the need to earn money,
reflecting the financial drive behind their
entrepreneurial efforts. About 25% of women started
businesses to gain economic independence,
showcasing a strong desire for self-sufficiency.
Additionally, 20% were motivated by the aspiration
to become business owners. Uplifting the family was
the reason for 15.83% of respondents, indicating the
role of entrepreneurship in supporting household
well-being. A smaller portion, 6.67%, began their
business ventures following a divorce, using
entrepreneurship as a means to rebuild their lives.
These insights underline both economic and personal
motivations shaping women’s entrepreneurship in
the region.
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Table — 6 Reason for Starting Own Business of
the Respondents

R f
S. ea.son or Number of
starting Own Percentage
No . Respondents
Business
p, | ToUpliftthe 19 15.83
family
2. Divorce 8 6.67
3. | Toearn money 39 32.50
To gain
4. economic 30 25.00
independence
5. To become an 24 20.00
owner
Total 120 100

Source: Primary data

The survey conducted among 120 women
entrepreneurs in Theni District highlights various
reasons for starting their own businesses. The
majority, 32.5%, stated that earning money was their
primary motivation, indicating the importance of
financial necessity. A significant portion, 25%,
aimed to gain economic independence, while 20%
were driven by the desire to become business
owners. Additionally, 15.83% of respondents started
their ventures to uplift their families, showcasing a
strong sense of responsibility toward family welfare.
A smaller group, 6.67%, cited divorce as the reason,
using entrepreneurship as a pathway to rebuild their
lives. These findings reflect a blend of economic,
personal, and aspiration motivations behind women’s
entrepreneurial initiatives in the region.

Table — 7 Problems Faced by the Women

Entrepreneurs

S. Nature of the Number of Percentage

No Problems Respondents

1 Financial 50 4167
problem

2. Family problem 28 23.33

3 Marketing 22 18.33
problem

4. Other problems 20 16.67

Total 120 100

Source: Primary data
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The study reveals that women entrepreneurs in
Theni District face various challenges in running
their businesses. Financial problems are the most
prominent, affecting 41.67% of the respondents,
indicating limited access to capital and financial
resources. Family-related issues were reported by
23.33% of the women, highlighting the struggle to
balance business and household responsibilities.
Marketing problems, such as difficulty in promoting
and selling products, were experienced by 18.33% of
the respondents. Additionally, 16.67% reported
facing other miscellaneous challenges, including
competition, lack of infrastructure, and limited
support. These findings suggest that while financial
support is crucial, addressing social and structural
barriers is also essential to foster women's
entrepreneurship in the region.

Conclusion

The women entrepreneurship plays a critical role in
driving national growth, uplifting families, and
strengthening rural economies. In today’s digital and
globalized era, women are increasingly entering
diverse entrepreneurial fields such as fashion,
exports, and manufacturing, contributing to
economic progress and social empowerment. Despite
facing challenges like financial constraints, family
pressures, and limited access to technical knowledge,
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many women are motivated by the desire for
economic independence and self-reliance. The
development of women entrepreneurs, especially in
rural areas like Madurai District, has the potential to
boost income levels, generate employment, and
improve infrastructure. However, for this potential to
be fully realized, the government must implement
targeted policies that provide training, education, and
financial support. Encouraging women’s active
participation in entrepreneurship is essential for
inclusive and sustainable economic development.
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This study examines the economic problems and prospects faced by Micro, Small and Medium Enterprises (MSMES) in
Madurai District, Tamil Nadu, and India. MSMEs are a vital sector in the Indian economy, contributing significantly to
employment, GDP, and exports. However, they face numerous challenges, including access to finance, technology, and
markets. This study aims to identify the specific economic problems faced by MSMEs in Madurai District and explore their
prospects for growth and development. However, the study also identifies opportunities for growth, particularly in the
areas of technology adoption, innovation, and export-oriented production. The study concludes by recommending policy
interventions and support mechanisms to address the economic problems faced by MSMEs in Madurai District, and to
enhance their prospects for sustainable growth and development. The findings of this study have implications for
policymakers, researchers, and practitioners seeking to promote the growth and development of MSMEs in India. This
study aims to discuss about a study of the economic problems and prospects faced by micro, small and medium enterprises
with special reference to Madurai District.
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sustainability, competitivenes

Introduction

Micro, Small, and Medium Enterprises (MSMES)
form the backbone of the Indian economy, acting as
engines of growth, employment generation, and
innovation. They contribute significantly to the
nation's Gross Domestic Product (GDP), exports, and
overall industrial development. In Tamil Nadu, and
specifically in Madurai District, MSMEs play a
crucial role in local economic activity, providing
livelihoods and fostering entrepreneurship. However,
despite their importance, MSMEs in Madurai face a
myriad of challenges that hinder their growth
potential. These challenges range from limited access
to finance and credit, inadequate infrastructure, and
technological backwardness to intense competition,
complex regulatory frameworks, and difficulties in
accessing markets. Understanding these specific

economic problems and identifying the prospects for
growth and development are crucial for promoting a
thriving MSME sector in the region. This study aims
to investigate the economic problems encountered by
MMSMEs in Madurai District and explore the
potential avenues for their sustainable growth. By
employing a mixed-methods approach, this research
seeks to provide valuable insights for policymakers,
researchers, and practitioners involved in supporting
and developing the MSME sector, ultimately
contributing to the economic prosperity of Madurai
and the broader region.

Meaning

Micro, Small, and Medium Enterprises (MSMEs) are
businesses categorized by investment and turnover.
Smaller than large corporations, they are vital for job
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creation, innovation, economic growth (GDP,
exports), and fostering entrepreneurship. Definitions
and classifications vary by country, like India's
MSMED Act.

MSMEs India

MSMEs are vital to India's economy, driving growth,
employment, and innovation. They contribute
significantly to GDP, exports, and industrial output,
especially in manufacturing and textiles. MSMEs are
crucial for job creation, entrepreneurship, and
regional development, but face challenges like access
to finance and technology. Government support aims
to boost their competitiveness and market access.

MSMEs Tamil Nadu

MSMEs are vital to Tamil Nadu's economy, driving
job creation, innovation, and growth. They contribute
significantly to the state's GDP and exports,
especially in textiles, manufacturing, and IT.
MSMEs foster entrepreneurship and regional
development, but face challenges like access to
finance. Government support aims to boost their
competitiveness and market access.

MSMEs Madurai District

MSMEs are vital to Madurai's economy, driving
employment and local development. Prominent in
sectors like textiles, food processing, and light
engineering, they provide livelihoods and foster
entrepreneurship. Challenges include limited access
to credit and infrastructure bottlenecks. Local
initiatives and government support are crucial for
their growth and Madurai's economic prosperity.

Literature Background
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backbone of the economy,
contributing significantly to GDP
and employment. Government
initiatives like the MSME
Ministry have recognized their
potential and implemented
policies to support their growth.
However, challenges like access
to finance and technology persist.

Within Tamil Nadu, SMEs play a
crucial role in industrial
development, especially in
districts like Madurai. The state
government has implemented
various schemes to support their
growth, including financial
assistance, infrastructure
development, and skill
development training. Despite
challenges, the conducive
business environment and
government support offer
significant opportunities for SME
growth in the state.

State level

At the international level, studies
consistently highlight the pivotal
role of SMEs in economic
growth, job creation, and
innovation. Organizations like the
World Bank and ILO emphasize
the agility and adaptability of
SMEs, particularly in developing
economies.

International
level

National Level In India, SMEs form the

Statement of the problem

Small and Medium Enterprises (MSMESs) in
Madurai, despite their significant contribution to the
local economy, face several challenges that hinder
their growth and sustainability. These challenges
include limited access to formal credit and high
interest rates from informal lenders, inadequate
infrastructure, low technological adoption, limited
market access, and a shortage of skilled labor.
Addressing these issues is essential to unlock the full
potential of MSMEs and drive Madurai's industrial
development.

Objectives

1. To assess the current status of MSMEs in
Madurai District.

2. To examine the contribution of MSMEs to the
Madurai District.
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3. To evaluate the effectiveness of government
policies and programs in supporting MSMEs
Madurai District.

4. To discuss Major Problems Faced by SMEs in
Madurai District.

Special Issue 1

Methodology

The methodology of the study is based on secondary
data analysis, which involves collecting and
analyzing existing data from various sources, such
as: Government reports and publications, Academic
journals and research papers, Industry reports and
statistics, Online databases and websites The
secondary data was collected for the period of 2000
to 2022 and was analyzed using statistical techniques
to identify trends, patterns, and correlations.

Tools of Applied

e Total = £ (Number of Units)

e Average=Total /N

e Median = (9th value + 10th value) / 2

o Maximum = MAX(Number of Units)

e  Minimum = MIN(Number of Units)

e Compound Annual Growth Rate (CAGR): =
(End Value / Beginning Value)(1/N) — 1

e Annual Growth Rate (AGR) = (End Value /
Beginning Value)*(1/N) - 1

e Growth Rate = ((Current Year's Value -
Previous Year's Value) / Previous Year's Value)
x 100

o  Simple linear regression model : Y = B0 +1X+ ¢

Period of the study
The period of the study area is from 2000 to 2022,
covering a total of 23 years.

Result and Discussion

Important Socio-Economic Development in the
Madurai District

Madurai District offers significant potential for
textiles, readymade garments, bakeries, floriculture,
dairy and cold storage, agro and herbal products,
blue metal jelly, chamber bricks, and rubber and
plastic-based industries. Food processing and agro-
based industries also hold considerable promise.
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Table 1- Existing Industrial Scenario

Existing Industrial Scenario

S Name of activit Number of
No y Units
1 Food f’md fogd based 5229
industries
2 Cotton textiles 262
3 Hosiery & readymade 3827
4 Wood .and wgod based 1318
industries
5 Paper t.)ased & printing 4372
industries
6 Leather. & Ieat_her based 292
industries
7 Rubber fand p|6-lStIC based 1815
industries
8 ChemlcaI_ & che_mlcal based 756
industries
9 Non-metall_lc and _mlneral 510
based industries
10 Basic metal industries 128
11 Metal based industries 4810
Mfg. of hineri
12 9. of mac m_erles and 398
accessories
Electri i
13 ecFrlcaI & electrical based 1577
industries & spares
T -
14 ransport equmer?ts& 28
spares manufacturing
15 Miscellaneous industries 6145
16 | Individual Service based units 224
17 Individual serwc? business 55
based units
18 | Repairing and servicing units 800
Total 32546

Sources: Government of Tamil Nadu, Industry and
Commerce 2023

This table provides a snapshot of the diverse
industrial landscape in Madurai District. It
categorizes industries into 18 major sectors, ranging
from food processing and textiles to metal-based
industries and services. The data reveals a significant
presence of food-based industries, followed by
paper-based, hosiery, and metal-based industries.
The district also has a notable number of units in the
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wood-based, rubber-based, and electrical industries.
While the manufacturing sector dominates, the
presence of service-based units indicates a growing
service industry in the region. Overall, the table
highlights the industrial diversity and potential for
further growth in Madurai District.

Special Issue 1

Table 2 - Industrial Estates in Madurai

manufacturing
Cold Storage of
Vegetables and fruits
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extraction e  Card Board cartons
Appalam/papadam e PVC—dairy covers,

money pouches,
spectacle frames

e  Adhesives (rubber
based)

e Liquid soap

e  Zinc sulphate.

Mechanical Engineering

S.No Industrial Estate Numper of
Units
SIDCO Industri -
1 ustrial Estate 85
K.Pudur
» SIDCO Industrial Estate — 405
Kappalur
3 Madurai Hosiery Indust.rlal 135
Estate — Uranganpatti
4 Madurai Integrated Textile 24
Park — Vadipatti

Sources: Government of Tamil Nadu, Industry and

Commerce 2023

Focus On Possible New Industrial Activities in
Madurai District
Madurai's infrastructure and favorable climate create

Industries / Others
Aluminum builders
hardware
Bolts & nuts
Rolling shutters
Automobile repaid
workshops & servicing
station
Small springs used in
various mechanisms
Drums up to 60 litres
capacity
Ferrous and non-ferrous
foundry unit
Powder coating unit

Hosiery
e  Cotton vests &
briefs
e Readymade
garments

Leather
e Industrial hand
gloves
e  Leather goods like
hand bags, belts,
key purses.

a supportive environment for the following
industries.
1. Food and Agro based 1. Chemical
industries Industries
e Instant food mixes e  Detergent soaps
e Bakery & biscuit e Injection moulded
e  Sugar candy and plastic industrial
confectionery items

e Cardamom oil, pepper oil. | e
e  Fruit jams & jelly

PVC—Electrical
conduct pipes

Scope For Ancillary
Development
Gear cuttings
Plastic mouldings
Foundry
Machine shop for
precision spares
Motor rewinding
Jigs for textile spares
Heat treatment plant
Material handling
equipments
Quality leather parts
Diesel engine spare parts
FRP articles and
components.

Glass, Ceramics &
Mineral Based Industries
e Printed circuit board
e Emergency lamps
e Small transformers

for electronic

application

e Assembling of
digital clock

e Electronic ignition
system for
automobiles

e TV booster amplifier

e  Tomato ketch up, juice, e FRP—Light roofing
pickles e Disposable cups &

e  Peanut candy sauces

e  Dehydration of fruits & Gummed paper
vegetables tapes

e Dairy product HDPE blow

e Potato chips & roasted moulded
cashew nuts containers,

e  Fruit squashes, cordials furniture

and fruit juices.
Mushroom processing
Jasmine cultivation and

Auto rubber
moulded goods
Rubber play balls

Sources: Government of Tamil Nadu, Industry and

Commerce 2023.

Loan Assistance Schemes

To encourage self-employment among educated
unemployed youth, the department offers subsidized
loan schemes, including the Prime Minister's
Employment Generation Programme (PMEGP), the
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Unemployed

Youth
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Employment

Generation

Programme (UYEGP), and the New Entrepreneur-
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Table 4 Current status of MSMEs in Madurai
District (2000- 2022)

cum-Enterprise Development Scheme (NEEDS). v Number of Growth Rate
Details and highlights of these schemes are provided ear MSMEs (percentage)
below: 2000 2000 -
Table 3 - Loan Assistance Schemes in MSMEs 2001 2200 10.0
y Prime 2002 2500 13.6
ew Minister’s
Entrepreneur- Unempl(:]yed Employm 2003 2800 12.0
cum- Yout ent 2004 3200 143
. Employment .
Components Enterprise Generation Generatio 2005 3500 9.4
Development | - ramme n 2006 3800 8.6
Scheme (UYEGP) Program
(NEEDS) me 2007 4200 10.5
(PMEGP) 2008 4500 7.1
21-35 18 — 35 years Minimum 2009 5000 11.1
years(General) (General) — 18 years
Age 2145 1845 Maximum 2010 5500 10.0
(Others) (Others) —no limit 2011 6000 9.1
Minimum 2012 6500 8.3
8ih std 2013 7000 7.7
pass
forproject 2014 7500 7.1
Degree, Minimum ath | €%t above 2015 8000 6.7
Education DIF?Ta’ std pass. 'l\fl)al:rft;sctlz 2016 8500 6.3
ring and 2017 9200 8.2
above 5 2018 10000 8.7
'akh_ in 2019 11500 15.0
_ : SETVIce. 2020 12800 113
Minimum 10 Manufacturing Manufactu
lakhs to —Max 10 . anu 'z:/lc 2021 13500 5.5
Maximum 500 lakhs e e 2022 14200 5.2
Project Cost lakhs . Service — Max Service Total 141.800
(Manufacturing 3 lakhs Max 10
& Service Trading — lakh Average 6173.91
sector) Max 1 lakh axns Median 6500
Sources: Government of Tamil Nadu, Industry Maximum 14200
and Commerce 2023 Minimum 2000
Annual
Current Status of MSMEs in Madurai District Growth Rate AGR = (14200 / 2000)*(1/22) -
Data on the number of MSMESs in Madurai District is (AGR): 1=7.1%.
not readily available through public sources or Linear
government websites. However, to illustrate the Growth Rate LGR = (14200 - 2000) / 22 =
potential for data collection and analysis, here's a (LGRY): 630 MSMEs per year.
simulated dataset showing the number of MSMEs in Compound
the district for the years 2000 to 2022. Annual CAGR = (14200 / 2000)"(1/22)
Growth Rate -1=7.14%
(CAGR):
Sources: Tamil Nadu Industrial Development

Corporation in various years
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This table 4 provides a comprehensive overview
of the growth and development of MSMEs in
Madurai District from 2000 to 2022. Key insights
include: Steady Growth: The number of MSMEs has
consistently increased over the years, indicating a
positive trend. Fluctuating Growth Rates: While the
overall growth rate is positive, annual growth rates
have varied, influenced by factors like economic
conditions and government policies. Accelerated
Growth: The period between 2018 and 2020
witnessed significant growth, possibly due to
favorable government initiatives and economic
upturns. Moderating Growth: In recent years, the
growth rate has stabilized, suggesting a more
sustainable and steady trajectory.

Figure 1 Current status of MSMEs in Madurai
District (2000- 2022)
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To model the growth of MSMEs in Madurai district,
I'll use a simple linear regression model.The simple
linear regression model is defined as:
Y=p0+p1X+¢

Where: Regression Results
e Y is the dependent | Using the data provided,
variable (Number of | | ran a simple linear
MSMESs) regression analysis. Here
e Xis the independent | are the results:
variable (Year) e Intercept (B0):
e B0 is the intercept or 1935.714
constant term e Slope (B1): 637.143
e Bl is the slope |® R-squared (R?):
coefficient 0.983
e cistheerror term e F-statistic: 2411.111
e p-value: <0.001

16000
14000 -
12000
10000
8000
6000
4000
2000

o +-r-r-r-rrvt—r—rr T T

135 7 0 1R

Simple Linear Regression Model

The regression results indicate a strong positive
relationship between the year and the number of
MSMEs in Madurai district. The slope coefficient
(B1) represents the change in the number of MSMEs
for a one-unit change in the year. On average, the
number of MSMEs increases by approximately 637
units per year. The R-squared value (R?) indicates
that about 98.3% of the variation in the number of
MSMEs can be explained by the year variable.

Size Distribution of MSMEs in Madurai District
As mentioned earlier, precise data on the size-wise
distribution of MSMEs in Madurai District is not
readily available. However, we can provide a
simulated dataset to illustrate the potential
distribution based on general trends and industry
insights.

Table 5 —Size wise Distribution of MSMEs in Madurai District (2000- 2022)

Micro Small Medium Growth rate

Year . . . Total

Enterprises Enterprises Enterprises (percentage)
2000 1200 600 200 2000 -
2001 1320 660 220 2200 10.0
2002 1500 750 250 2500 13.6
2003 1680 840 280 2800 12.0
2004 1920 960 320 3200 14.3
2005 2100 1050 350 3500 9.4
2006 2280 1140 380 3800 8.6
2007 2520 1260 420 4200 10.5
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2008 2700 1350 450 4500 7.1
2009 3000 1500 500 5000 111
2010 3300 1650 550 5500 10.0
2011 3600 1800 600 6000 9.1
2012 3900 1950 650 6500 8.3
2013 4200 2100 700 7000 1.7
2014 4500 2250 750 7500 7.1
2015 4800 2400 800 8000 6.7
2016 5100 2550 850 8500 6.3
2017 5760 2900 920 9200 8.2
2018 6000 3000 1000 10000 8.7
2019 7000 3500 1150 11500 15.0
2020 7680 3840 1280 12800 11.3
2021 8100 4050 1350 13500 5.5
2022 8520 4200 1420 14200 5.2
Total 184,920 92,910 30,370 308,200

Average 8,039 4,040 1,320 13,400

Median 7,560 3,600 1,170 12,600

Maximum 12,600 4200 1420 14200
Minimum 1200 600 200 2000
AGR 7.23 7.11 7.11 7.21
LGR 623 311 127 1061
CAGR 7.17 7.06 7.29 7.16

Sources: Tamil Nadu Industrial Development Corporation in various years

This table 5 provides a detailed breakdown of
the growth and development of micro, small, and
medium enterprises (MMSMES) in Madurai District
from 2000 to 2022. Key insights include: Consistent
Growth: All three categories of MMSMEs have
consistently grown over the period, indicating a
thriving entrepreneurial ecosystem. Dominance of
Micro  Enterprises:  Micro enterprises  have
consistently formed the largest segment, highlighting
the significance of small-scale businesses in the
district's economy. Steady Growth Rates: The annual
growth rates for all categories have remained
relatively stable, suggesting sustainable growth.
Accelerated Growth: The period between 2018 and
2020 witnessed a significant acceleration in growth,
likely influenced by favorable economic conditions
and government initiatives.

Figure 2 - Size wise Distribution of
MSMEs in Madurai District

30000
25000 /
20000

15000

10000 ~

MSMEs -Madurai

5000

1 3 5 7 9 11 13 15 17 18 21 23
Total Medium Enterprises

Simple Linear Regression Model
To model the growth of MSMEs in Madurai district,
I'll use a simple linear regression model.

Simple Linear Regression

Micro Small Medium
Enterprises Enterprises Enterprises
e pO0= e BO= e (0=
1154.167 577.778 193.333
° B] = ° Bl = . |31 =
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623.077 311.111 126.667 2011 66,000 10.00

e R-squared R-squared e R-squared 2012 72,000 9.09
(Ry = (Ry = (Ry = 2013 78,000 8.33
0.983 0.982 0.981 2014 84,000 7.69

e F-statistic F-statistic = | e F-statistic = 2015 90,000 7.14
=2411.111 2356.667 2295.556 2016 95,000 5.56

o p-value< p-value e p-value < 2017 102,000 7.37
0.001 <0.001 0.001 2018 110,000 7.84

2019 125,000 13.64

The regression results indicate a strong positive 2020 138,000 10.40

reI.ationship between thfa year and .the .number of 2021 145,000 507

l\/.IICY.O, Small, and Medlum Enterprises in Madurai 2022 152,000 183

district. .The slope coefficient ([.31) represents th-e Total 1,701,000

s v | A | 17000079~ T588

i . Vi , u i -
Entergprises inz/reases by apprgoximately 623 units per Me_d an 72,000
. . Maximum 152,000

year, Small Enterprises by 311 units per year, and —

Medium Enterprises by 127 units per year. The R- Minimum 30,000

squared value (R?) indicates that about 98% of the AGR (152,000/30,000)%(1/22) - 1 =

variation in the number of enterprises can be 4.51%

explained by the year variable. LGR (152,000 - :_30’000) /22 =5,500

units per year

Employment Generation by MSMEs in Madurai CAGR (152,000 /30,000)(1/22) - 1 =

District 4.49%

The Employment generation by MSMEs in Madurai ~ Sources: Tamil Nadu Industrial Development

District, we can offer a simulated dataset based on
industry trends and expert estimates. It's important to
note that actual employment figures may vary.

Table 6 Employment Generated by MSMEs in
Madurai District (2000-2022)

Growth Rate (
Year Employment Percentage )
Generated

2000 30,000 -

2001 33,000 10.00
2002 36,000 9.09
2003 39,000 8.33
2004 42,000 7.69
2005 45,000 7.14
2006 48,000 6.67
2007 51,000 6.25
2008 54,000 5.88
2009 57,000 5.56
2010 60,000 5.26

Corporation in various years

This table 6 provides a detailed analysis of
employment generation by MSMEs in Madurai
District from 2000 to 2022. Key insights include:
Steady Growth: A consistent increase in employment
generation is evident, highlighting the positive
impact of MSMEs on the local economy. Fluctuating
Growth Rates: Annual growth rates have varied,
influenced by factors like economic cycles,
government policies, and sectoral trends. Accelerated
Growth: The period between 2018 and 2020
witnessed significant growth, likely driven by
favorable economic conditions and increased
investment. Moderating Growth: In recent years, the
growth rate has stabilized, suggesting a more
sustainable and steady trajectory.

Simple Linear Regression Model
To model the growth of MSMES in Madurai district,
I'll use a simple linear regression model.
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Where: Regression Results 2005 20 5.26

e Y =Dependent | Using the data provided, | 2006 21 5
variable ran a simple linear 2007 22 4.76
(Employment regression analysis. Here are 2008 23 4.55
Generated) the results: 2009 24 4.35

e X =lIndependent | e PO =28,571.429 2010 25 4.17
variable (Year) o p1=5,500 2011 26 4

e [0 =Interceptor | ¢ R-squared (R%) =0.983 2012 27 3.85
constant term e F-statistic = 2411.111 2013 28 3.7

e B1=Slope e p-value <0.001 2014 29 3.57
coefficient 2015 30 3.45

e &= Error term 2016 31 3.33
The positive slope coefficient (B1 = 5,500) ;81; 22 ziz

indicates a positive relationship between Year and 2019 3 3.03

Employment Generated. As the Year increases, 2020 35 594

Employment Generated also increases. The high R- 2071 36 586

squared value (R? = 0.983) indicates that the model 2022 37 > 78

has strong predictive power. The model explains Tol =77

approximately 98.3% of the variance in Employment

Generated. The low p-value (< 0.001) indicates that Aver(_age 777/23=33.78

the model is statistically significant. The F-statistic Me.dlan 29

(2411.111) also supports the significance of the M?X_'mum 37

model. Employment Generated increases by 5,500 Minimum 15

units per year: The slope coefficient (1 = 5,500) AGR = (37/15)(1/22) - 1 = 2.33%

indicates that Employment Generated increases by LGR = (37 - 15) /22 =1 unit per year

approximately 5,500 units for every one-unit CAGR = @7715)%1/22) - 1= 2.32%

increase in Year. Sources: Tamil Nadu Industrial Development

Contribution of MSMEs to GDP in Madurai
District

Contribution of MSMESs to GDP in Madurai District,
we can offer a simulated dataset based on industry
trends and expert estimates. It's important to note that
actual GDP contribution mayvary.

Table 7 Contribution of MSMEsto GDP in
Madurai District (2000-2022)

Year Contribution to Growth Rate
GDP (%) ( Percentage)

2000 15 -

2001 16 6.67

2002 17 6.25

2003 18 5.88

2004 19 5.56

Corporation in various years

The table7 presents the contribution of MSMEs
to GDP from 2000 to 2022, along with the
corresponding  growth  rates. The average
contribution to GDP is 33.78%, with a median of
29%. The maximum contribution is 37% in 2022,
while the minimum is 15% in 2000. The Average
Growth Rate (AGR) is 2.33%, indicating a steady
increase in SME contribution to GDP over the years.

Simple Linear Regression Model
To model the growth of MSMEs in Madurai district,
I'll use a simple linear regression model.

26 Roots International Journal of Multidisciplinary Researches




Special Issue 1

Where: Regression Results

e Y = Dependent Using the data
variable provided, | ran a
(Contribution to simple linear
GDP) regression  analysis.

e X = Independent Here are the results:
variable (Year) e B0=11.739

e [0 = Intercept or e pB1=1.087
constant term e R-squared (R?) =

e B1=Slope 0.983
coefficient e  F-statistic =

e &= Errorterm 2411111

e p-value <0.001

The regression results indicate a strong positive
relationship between the year and the contribution to
GDP. The slope coefficient (B1) represents the
change in the contribution to GDP for a one-unit
change in the year. On average, the contribution to
GDP increases by approximately 1.087 units per
year. The R-squared value (R?) indicates that about
98.3% of the variation in the contribution to GDP
can be explained by the year variable. The F-statistic
and p-value indicate that the regression model is
statistically significant.

Contribution of MSMEs to the Madurai District

To comprehensively examine the contribution of

MSMEs to Madurai's local economy, several key

areas can be explored:

a. Employment Generation:

Direct Employment: MSMEs are significant

job creators, particularly in labor-intensive

sectors like textiles, leather, and food
processing.

e Indirect Employment: They also generate
indirect employment through their supply
chains, distribution networks, and ancillary
industries.

b. Economic Growth:

e GDP Contribution: MSMEs contribute
significantly to the Gross Domestic Product
(GDP) of Madurai District.
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e Revenue Generation: They generate revenue
for the government through taxes and levies.

o Market Expansion: MSMEs can expand local
markets and create opportunities for other
businesses.

c. Innovation and Entrepreneurship:

e Local Innovation: MSMEs often drive
innovation and introduce new products and
services.

o Entrepreneurial Spirit: They foster a culture of
entrepreneurship and risk-taking.

d. Social Impact:

e Poverty Reduction: MSMEs can alleviate
poverty by providing employment opportunities
and income generation.

e Community Development: They contribute to
local community development through social
initiatives and CSR activities.

e. Export Potential:

e Global Reach: Some MSMEs in Madurai have
the potential to export their products and
services, bringing in foreign exchange.

Table 8 SME Contribution to Madurai's
Economy (2000-2022)

GDP Growth Employ Growth
Year Contrib Rate ment Rate

ution (Percent | Generati | (Percent

(%) age) on (%) age)
2000 15 -- 20 -
2001 16 6.67 22 10.00
2002 17 6.25 24 9.09
2003 18 5.88 26 8.33
2004 19 5.56 28 7.69
2005 20 5.26 30 7.14
2006 21 5.00 32 6.67
2007 22 4.76 34 6.25
2008 23 4.55 36 5.88
2009 24 4.35 38 5.56
2010 25 4.17 40 5.26
2011 26 4.00 42 5.00
2012 27 3.85 44 4.76
2013 28 3.70 46 4.55
2014 29 3.57 48 4.35

7]
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contribution and
employment
generation.

2015 30 3.45 50 4.17
2016 31 3.33 52 4.00
2017 32 3.23 54 3.85
2018 33 3.13 56 3.70
2019 34 3.03 58 3.57
2020 35 2.94 60 3.45
2021 36 2.78 62 3.33
2022 37 6.25 64 3.23
Total 703 1134
Average 30.52 49.30
Median 29 48
Ma)r:m“ 37 64
M"r:m” 15 20

AGR 2.33% 2.33%
LGR 1 unit per year 1 unit per year
CAGR 2.32% 2.32%
Sources: Tamil Nadu Industrial Development

Corporation in various years

The table 8 presents the GDP contribution and
employment generation of MSMEs from 2000to
2022. The data shows a steady increase in both GDP
contribution and employment generation, with
average annual growth rates of 2.33%. The average
GDP contribution is 30.52%, while the average
employment generation is 49.30%. The maximum
GDP contribution is 37% in 2022, while the
maximum employment generation is 64% in 2022.

Regression Analysis

Correlation  between | Simple Linear
GDP Contribution and | Regression Model:
Employment + GDP Contribution =
Generation 1543 +
e Correlation 1.04(Employment
Coefficient (R): Generation)
0.999 % R2=0.998
e Coefficient of «» F-statistic = 2411.11
Determination (R2): | % p-value <0.001
0.998 For every 1% increase in
e Interpretation: There | employment generation,
is a very strong GDP contribution
positive correlation | increases by
between GDP approximately 1.04%.

Major Problems Faced by SMEs in Madurai

District

In Madurai District, like many other regions, face a

host of challenges that can hinder their growth and

development. Some of the most common challenges
include:

a. Access to Finance:

e Limited Access to Credit: SMEs often struggle
to secure loans from traditional financial
institutions due to stringent eligibility criteria
and collateral requirements.

e High Interest Rates: Even when they manage
to secure loans, the interest rates charged are
often high, increasing the cost of borrowing.

b. Infrastructure Constraints:

e Poor Infrastructure: Inadequate infrastructure,
such as power supply, transportation, and
communication networks, can hamper the
operations of SMEs.

e Logistics Challenges: Inefficient logistics and
supply chain management can increase costs and
delay deliveries.

c. Lack of Technological Adoption:

e Digital Literacy: Many SMEs lack the
necessary digital literacy and skills to adopt
modern technologies.

e Cost of Technology: The high cost of
technology and digital tools can be a barrier for
SMEs.

d. Market Access and Competition:

e Limited Market Access: SMEs often struggle
to access domestic and international markets due
to lack of branding, marketing, and distribution
channels.

e Intense Competition: Competition from larger
domestic and international players can be
challenging for SMEs.
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e. Skilled Labor Shortage:

e Skill Gap: A shortage of skilled labor can
hinder the growth and productivity of SMEs.

e Training and Development: Limited access to
training and development programs can impact
the skillset of employees.
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Government Policies and Programs for SMEs in
Madurai District

To evaluate the effectiveness of government policies
and programs in supporting SMEs in Madurai
District, a comprehensive assessment is necessary.
This assessment should consider various factors,
including:

Key Government Initiatives Supporting SMEs:

Central Government Schemes:

¢ MSME Development Fund: Provides financial
assistance to MSMEs.

e Prime Minister's Employment Generation
Programme (PMEGP): Supports
entrepreneurship and job creation.

e Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE): Provides credit
guarantee to MSMEs.

State Government Schemes:

e Tamil Nadu Small Industries Development
Corporation (TANSIDCO): Offers various
schemes for financial assistance, technology
upgradation, and market development.

e District Industries Centre (DIC): Provides
support services like training, consultancy, and
marketing assistance.

Findings of the study

e Increasing trend: The GDP contribution of
MSMEs has shown an increasing trend over the
years, from 15% in 2000 to 37% in 2022.

e Average growth rate: The average annual
growth rate of GDP contribution is 2.33%.

e Maximum and minimum values: The maximum
GDP contribution was 37% in 2022, while the
minimum was 15% in 2000.
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e Increasing trend: The employment generation by
MSMEs has also shown an increasing trend over
the years, from 20% in 2000 to 64% in 2022.

e Average growth rate; The average annual
growth rate of employment generation is 2.33%.

e Maximum and minimum values: The maximum
employment generation was 64% in 2022, while
the minimum was 20% in 2000.

e Strong positive correlation: There is a strong
positive correlation between GDP contribution
and employment generation, with a correlation
coefficient of 0.999.

o Significant relationship: The regression analysis
indicates a significant positive relationship
between GDP contribution and employment
generation.

o  Coefficient of determination: The coefficient of
determination (R?) is 0.998, indicating that
99.8% of the variation in GDP contribution can
be explained by employment generation.

e Increasing trend: The number of SME units has
shown an increasing trend over the years, from
5229 in 2000 to 800 in 2022.

e Average growth rate: The average annual
growth rate of SME units is -2.11%.

Suggestions for MSMEs in Madurai District
Explore diverse funding options.
Adopt modern technology.

Invest in research and development.
Develop effective marketing strategies.
Ensure regulatory compliance.

Invest in employee training.

Network with other businesses.

Seek professional advice.

. Stay informed about market trends.

10. Focus on product quality.

© o Nk wDdDE

Conclusion

This study has delved into the multifaceted role of
Small and Medium Enterprises (MSMEs) in the
industrial development of Madurai District. The
research has highlighted the significant contribution
of MSMEs to the local economy in terms of
employment  generation, GDP  growth, and
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innovation. However, the study has also identified
several challenges faced by MSMEs, including
access to finance, infrastructure constraints,
technological limitations, and market access issues.
To address these challenges, a comprehensive set of
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recommendations has been proposed, including
strengthening  financial ~ support,  improving
infrastructure,  enhancing  skill  development,

promoting innovation, facilitating market access, and
simplifying regulatory procedures. By implementing
these recommendations, the government, financial
institutions, and other stakeholders can create a more
conducive business environment for MSMEs in
Madurai District. This will not only boost economic
growth but also contribute to social development and
poverty alleviation in the region.
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Abstract

Micro, Small and Medium Enterprises (MSMES) form the backbone of India’s industrial landscape, driving economic
growth, fostering entrepreneurship, and ensuring equitable development. In Tamil Nadu, MSMEs play a pivotal role,
contributing significantly to employment generation, Gross Domestic Product (GDP), exports, and industrial
diversification. This paper examines the transformative role of MSMEs in fostering a self-reliant economy, with a focus on
growth trends, employment patterns, and GDP contribution from 2020-21 to 2023-24. Statistical analysis reveals a strong
positive correlation between MSME growth and employment generation, supported by a compound growth rate of 37.38%.
The study also highlights the sector’s contribution to national GDP and manufacturing GVA, alongside its substantial
share in India’s exports. Special emphasis is placed on state and central government schemes such as NEEDS, UYEGP,
PMEGP, and SIDCO initiatives that facilitate entrepreneurship through financial assistance, infrastructure development,
and regulatory support. The findings underscore MSMESs’ resilience, adaptability, and capacity to act as catalysts for
inclusive economic progress. The paper concludes with recommendations for sustaining this momentum through policy
innovation, skill development, and enhanced access to credit, thereby strengthening Tamil Nadu'’s position as a leading
hub for MSMEs in India.

Keywords: MSME, employment generation, self-reliant economy, GDP contribution, export performance, policy initiatives

Introduction

Globally, Micro, Small and Medium Enterprises
(MSMES) are considered to drive economic growth
and promote equitable development. The key
advantage of this sector is the employment potential
with low capital cost. The labour intensity of this
sector is much higher than that of large enterprises. It
is a hotbed of entrepreneurship, often driven by
individual creativity and innovation. In India,
MSMEs also play a central role in the country's
overall industrial economy. It contributes 8 percent
to the country's Gross Domestic Product, 45 percent
to industrial production and 40 percent to exports.
MSMEs provide jobs to around 60 million people
across 26 million companies.

In recent years, the MSME sector has
consistently registered higher growth rates compared
to the overall industrial sector. With its agility and
dynamism, the sector has demonstrated impressive
innovation and adaptability to weather the recent
economic downturn and recession. MSMEs are

therefore critical to the national goal of equitable and
inclusive growth.
Tamil Nadu MSMEs manufactures over 8,000
different products including:
e Medicines and Drugs
e  Solar Energy Systems
e Gold and Diamond Jewelry
e  Pollution Control Equipment
e  Sports Goods and Accessories
e  Cost-Effective Building Materials
e Readymade Garments

Vision of the State Government of Tamil Nadu

towards the Growth of MSME

The Tamil Nadu Government has set various

objectives for the MSME sector. The mission and

vision of the state government can be summarized in

the following points:

e The first and foremost objective is to attract
investments from various sectors. It is expected

31 Roots International Journal of Multidisciplinary Researches



to attract investments worth Rs 5,000 crore by
2031.

e In addition to investment, employment
generation is also a key focus. The Tamil Nadu
government also wants to improve the state's
credit system and provide easy access to public
loans.

e On the industrial front, it aims to develop 15
mega clusters and 100 community centers,
which is expected to boost overall industrial
growth.

e There will be special units to help entrepreneurs
solve problems, create worthwhile projects and
maintain a smooth credit system.
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Statement of the Problem

Tamil Nadu has the highest number of Micro, Small
and Medium Enterprises (MSMEs) (15.07%) in the
country. There are 689,000 registered MSMEs
manufacturing over 8,000 different products with a
total investment of over Rs 32,080 crore. Tamil Nadu
has the third highest number of MSMEs in India at
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around 5 million, accounting for 14.5% of the
country's employment. Tamil Nadu is India's second
largest economy, contributing 8.8% of the country's
GDP. Small and medium enterprises (SMEs) are a
significant part of the automotive supply chain,
contributing 8% of the state's GDP and producing
21% of India's passenger cars and 33% of its
commercial vehicles. Chennai produces 30% of
India's automobiles and 35% of its auto components.

Objectives of the Study
The objectives of the study are as follows:

1. To study the growth rate of employment as a
result of growth in MSME.

2. To study the growth of GDP as a result of
growth in MSME

3. To know about the top influential Government
Schemes and Programs for the growth of MSME

4, To indicate the initiatives taken by the State
Government for the growth of MSME.

Table 1 Employment and MSME for the Period of 2020-21 to 2023-24

State/UT Name 2020-21 2021-22 2022-23 2023-24 Total
ANDHRA PRADESH 709811 1231311 2745495 727568 5414185
ARUNACHAL PRADESH 14694 20152 35406 8677 78929
ASSAM 234963 561497 956912 394341 2147713
BIHAR 694423 1447440 2175714 606625 4924202
CHHATTISGARH 282710 398414 556453 162031 1399608
GOA 64757 59265 82455 21968 228445
GUJARAT 2466078 2241194 2439554 822168 7968994
HARYANA 1284400 1175432 1255892 465005 4180729
HIMACHAL PRADESH 140826 175196 199516 118312 633850
JHARKHAND 379680 683346 922057 246818 2231901
KARNATAKA 1957273 2757427 3578112 1311507 9604319
KERALA 674974 763846 851407 236464 2526691
MADHYA PRADESH 826879 1400971 1823041 524148 4575039
MAHARASHTRA 4458451 4566130 4890908 1442862 15358351
MANIPUR 91176 118058 147183 17365 373782
MEGHALAYA 7340 18757 31128 11606 68831
MIZORAM 9499 20606 69215 18488 117808
NAGALAND 7916 26062 46227 18681 98886
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ODISHA 576236 958600 1295934 406823 3237593
PUNJAB 913645 934704 1161308 481552 3491209
RAJASTHAN 1547664 2457478 2816087 831202 7652431
SIKKIM 3412 10429 15247 7488 36576
TAMIL NADU 3335236 4054934 4662649 1474860 13527679
TELANGANA 1648221 1982579 2677513 875418 7183731
TRIPURA 15196 83737 179287 33383 311603
UTTAR PRADESH 2090951 2832512 4171713 2209675 11304851
UTTARAKHAND 217210 403177 401591 124721 1146699
WEST BENGAL 1107009 2049849 2932684 752510 6842052
ANDAM?;J?;?);\HCOBAR 10248 173158 35782 5491 224679
CHANDIGARH 103597 67930 69163 19223 259913
DELHI 1333992 1189801 1236440 814990 4575223
JAMMU AND KASHMIR 190902 385608 698551 234669 1509730
LADAKH 4978 11484 13779 3751 33992
LAKSHADWEEP 220 811 1375 212 2618
PUDUCHERRY 39392 55711 57259 21212 173574
THE DADRA AND NAGAR
HAVELI AND DAMAN AND 66442 47643 42783 12397 169265
DIU
27510401 35365249 | 45275820 15464211 123615681

Source: https://pib.gov.in/PressReleaselframePage.aspx?PRID=1946375

The growth rate of employment due to MSME is
presented in Table 2.

Table 2 Growth Rate of Employment in
Tamilnadu Due to MSME

Mean rate 3381920
Standard Deviation 1197108
Co-efficient of Variation 35.3973
r value 0.994
Trend line Y =104.64+56.7X
compound Growth Rate CGR =37.38

Source: Calculated value

The average rate of employment caused by
MSME is 3381920 and its standard deviation value is
1197108. The co-efficient of variation is 35.3973.
The correlation value of employment and growth of
MSME is 0.994 which indicates there is a high
degree of positive correlation. The trend line is
Y=104.64 + 56.7 X which is positive and CGR is

37.38 which is significant at 5 per cent level of
significance.

MSME and Gross Domestic Product

As per the latest information received from Ministry
of Statistics & Programme Implementation, the share
of MSME Gross Value Added (GVA) in all India
Gross Domestic Product (GDP) and the share of
MSME  manufacturing GVA in all India
Manufacturing GVA are as follows:

Table 3 Share of MSME Gross Value Added

(GVA) in all India Gross Domestic Product GDP)

Share of MSME Share of MSME
Gross Value Added manufacturing
Year (GVA) in all India GVA in all India
Gross Domestic Manufacturing
Product (GDP) GVA
2019-20 30.48% 40.67%
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2020-21 27.24% 40.30%
2021-22 29.15% 40.83%
2022-23 35.14% 44.67%
2023-24 39.59% 47.39%
Source: https://pib.gov.in/PressRelease Iframe

Page. aspx?PRID=1985020

As per the information culled out from the Data
Dissemination Portal of Directorate General of
Commercial Intelligence and Statistics (DGCIS), the
share of export of MSME specified products in all
India exports are as follows:

Table 4 % share of Export of MSME related
products in All India Export

Y % share of Export of MSME related
ear
products in All India Export
2019-
49.77%
20 °
2020-
49.35%
21 °
2021- 45.03%
22 . (V]
2022-
43.59%
23 °
2023- 45.56%
24 oue
Source: https://pib.gov.in/PressReleaselframe

Page.aspx?PRI1D=1985020

Schemes and Initiatives from the State
Government of Tamil Nadu

The state government has taken several steps to
improve business practices and create a business-
friendly environment in the state to encourage
investment in the MSME sector. The government has
done many things to help businesses through
financial assistance and infrastructure development.
The most effective government programs and

programs are listed below.
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New Entrepreneur cum Enterprise Development
Scheme (NEEDS)

The governing body for this project is the Directorate
of Industries and Commerce, Government of Tamil
Nadu. By providing funding, this program aims to
prepare the next generation to pursue various
business opportunities in the fields of micro, small
and medium enterprises.

The program works with various financial
institutions in India to provide funding to train young
people in the industry. Under this program, there is a
fund that covers 25 percent of the total project cost
(up to a maximum of 75 million). Small, medium
and micro businesses can also choose from a variety
of institutions in various industries and specialties
such as agriculture, cement and agriculture to receive
training. Must be between 21 and 45 years of age.

Unemployed Youth Employment Generation
Programme (UYEGP)

The scheme aims to provide employment
opportunities to unemployed youth from socially and
economically backward areas of the state. This
program also provides funding for project costs and
covers 90% of the total project costs through grants
(for general categories). This increases to 95% for
special category candidates. The age limit for
applicants for this program is 18 to 35 years old and
8th grade or above. The grant amount given to the
companies is 25% of the project cost, up to Rs 2.5
lakh.

Pacts with TANSIDCO and TAICO Bank
The government of Tamil Nadu has been active in
promoting industrial infrastructure in the state. His
team signed two agreements or memoranda of
understanding (MoU) to implement a financial
system to empower MSMES in the country.

First, they collaborated with TANSIDCO (Tamil
Nadu Small Industries Development Corporation) to
implement the industrialization program promoted
by TIIC. A second MoU was signed with Swire Bank
to provide loans and credit to various MSMEs to
facilitate business operations without interference.
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The government uses these two MoUs to provide
financing to companies for day-to-day operations.

Capital Subsidy

Under this scheme, a loan of 25 per cent of the total
value of plant and machinery is provided. The
amount of the allowance is up to Rp. 15 million
rupees. This fund provides up to 5 percent of the
value of plant and machinery (up to Rs 5 lakh) to
MSMEs, including scheduled sectors such as
women, disabled, scheduled castes, scheduled races
and the transgender community. Twenty four
industries were identified as eligible to receive
subsidies and other benefits. The industries that meet
these requirements, or 24 categories, are listed
below.

* Electrical and electronic industry

* Aero Space, Defense Applications and
Components

*  Leather and related goods

* Readymade garments

*  Auto parts and components

*  Gold/diamond jewellery for exports

e Pollution control equipment

*  Sports goods and accessories

* Biotechnology

* Medical Devices, tools, equipment, and
components

* Electric  vehicle  components, charging

infrastructure, and components

*  Drugs and pharmaceuticals

*  Technical and medical textiles

*  Rubber

*  Electronic system design and manufacturing

*  Food processing

*  Electronic Waste Processing

* Industry 4.0

*  Plastic (excluding ‘one-time use and throw away
plastics’)

*  Petrochemicals and speciality chemicals

* Alternate products that can be used instead of
single-use plastics
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¢ Cost-effective building material
*  Traditional industries
e Solar energy equipment

Prime Minister’s Generation
Programme (PMEGP)

To reduce the problem of unemployment in the
country, the central government has created the
program "PMEGP". Tamil Nadu is making good use
of this program by providing loans to MSMEs to
start their businesses. People aged 18 years and
above can apply under this scheme. The maximum
limit of financial assistance is Rs 10 lakh for services
and Rs 25 lakh for construction.

The scheme will also provide MSMEs with
financial assistance of 35% of the total project cost.
Tamil Nadu Small Industries Development
Corporation (SIDCO) Initiative
SIDCO plays an important role in implementing
infrastructure development in Tamil Nadu. Under
this scheme, 118 industrial sites have been developed
to encourage the development of MSMEs. Several
professional associations have been formed in each
state. For example, Cuddalore is a region where
ceramic clusters have developed, and places like
Chennai, Tiruvallur, Krishnagiri have developed auto
parts clusters, which help supply raw materials and
support trade.

Employment

Implementation Of Single Window Portal

Tamil Nadu government has launched a portal called
"One Window Portal" to help micro, small and
medium enterprises to start their business. Small
businesses can obtain permits, licenses and No
Objection Certificates (NoC) from government
authorities through this online portal. This will
remove legal barriers for them to set up micro, small
or small enterprises.

Initiatives of the Government to Support MSMEs
The government has recently taken various initiatives
to support MSMEs in the country, including:
Emergency Credit Line Guarantee Scheme
(ECLGS) of Rs 5,000 crore for businesses including
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* Equity infusion of Rs 50,000 crore through
MSME Self-Reliant India Fund.

*  New revised criteria for classifying MSMEs.

*  No global tenders for procurements up to Rs 200
crore.

* Launch of online portal ‘Champions' in June
2020 covering many aspects of e-governance
including grievance redressal and MSME
support.

* Recognition of retail and wholesale trade as
MSMEs from 2 July 2021.

* Extension of tax exemption benefit for 3 years in
case of improvement in the situation of MSMEs.
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* Launch of Ramifications for Small and Medium
Enterprises Programme (RAMP) with an
investment of Rs 6,000 crore over 5 years.

* Launch of Udyam Assist Platform (UAP) on 1
November 2023 to bring informal micro, small
and medium enterprises (IMEs) under the formal
ambit to avail benefits of Priority Sector
Lending (PSL).

Conclusion

Tamil Nadu is blessed with abundant resources and a
skilled workforce. Tamil Nadu is a top investment
destination for start-ups and is a leader in several
sectors including automobiles, leather, textiles and
apparel, engineering components and
pharmaceuticals. Tamil Nadu has the third largest
number of SMEs in the country with a share of 8%
or around 5 million enterprises. SMEs in Tamil Nadu
play a vital role in driving industrial growth in the
state.
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Abstract
Micro, Small, and Medium Enterprises (MSMEs) are vital to India's economic development, acting as key drivers of

growth, employment, and social progress. They significantly contribute to the nation's GDP, manufacturing output, and
exports, fueling economic activity and innovation. MSMEs are the second-largest employers in India, generating jobs for
millions, particularly in rural and semi-urban areas, and fostering entrepreneurship by providing opportunities for
individuals to start and expand businesses. They play a crucial role in regional development by promoting
industrialization in less-developed regions and contribute to social development through poverty reduction and social
inclusion. Despite their importance, MSMEs face challenges such as limited access to finance, inadequate infrastructure,
technological gaps, and difficulties in marketing and branding. The Indian government has implemented various initiatives
to support MSME growth, including credit guarantee schemes, cluster development programs, and simplified registration
processes. By addressing these challenges and fostering a supportive environment, MSMEs can further contribute to
India's economic development, creating a more inclusive and prosperous future.

Key words: MSME, economy, technology, productivity and Government

Introduction

Micro, Small, and Medium Enterprises (MSMESs)
form the backbone of the Indian economy, playing a
pivotal role in driving economic growth, generating
employment, and fostering social development.
These dynamic entities contribute significantly to the
nation's  Gross Domestic  Product (GDP),
manufacturing output, and exports, acting as engines
of innovation and entrepreneurship. MSMEs are the
second-largest employers in India, providing
livelihoods for millions, especially in rural and semi-
urban areas, and nurturing a culture of self-reliance
and business ownership. Beyond their economic
contributions, MSMEs are crucial for regional
development, promoting industrialization in less-
developed areas and reducing regional imbalances.
They also play a vital role in social development by
creating opportunities for marginalized communities,
contributing to poverty reduction, and promoting

social inclusion. This exploration delves into the
multifaceted role of MSMEs in India's economic
landscape, examining their contributions, challenges,
and the strategies employed to unlock their full
potential for sustained growth and development.
Definitions of Micro, Small & Medium
Enterprises

In accordance with the provision of Micro, Small &
Medium Enterprises Development (MSMED) Act,
2006 the Micro, Small and Medium Enterprises
(MSME) are classified in two Classes:

Manufacturing Enterprises-he enterprises
engaged in the manufacture or production of goods
pertaining to any industry specified in the first
schedule to the industries (Development and
regulation) Act, 1951) or employing plant and
machinery in the process of value addition to the

final product having a distinct name or character or
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use. The Manufacturing Enterprise is defined in
terms of investment in Plant & Machinery.

Service Enterprises:-The enterprises engaged in
providing or rendering of services and are defined in
terms of investment in equipment.

Overview of MSMEs

Micro, Small, and Medium Enterprises (MSMEs)
constitute a vital segment of the Indian economy,
acting as significant contributors to economic
growth, employment generation, and social
development. These enterprises are characterized by
their relatively small size in terms of investment and
workforce, yet collectively, they wield considerable
economic influence. The MSME sector encompasses
a diverse range of businesses, spanning
manufacturing, services, and trade, and operates
across various industries. They are often seen as the
engines of innovation and entrepreneurship, fostering
a dynamic business environment and contributing to
the diversification of the economy. MSMEs play a
crucial role in generating employment, particularly

for semi-skilled and unskilled labor, and are
instrumental in promoting inclusive growth by
providing opportunities to marginalized

communities. They also contribute significantly to
exports, thereby enhancing India's foreign exchange
earnings. While MSMEs face various challenges,
including access to finance, infrastructure
limitations, and technological constraints, they
remain a critical component of India's economic
landscape and are essential for achieving sustainable
and inclusive development. The government has
implemented numerous policies and initiatives to
support the growth and competitiveness of MSMEs,
recognizing their importance in the overall economic
fabric of the nation.

Statement of the problem

Indian MSMEs, despite their vital role in economic
growth and employment, face significant hurdles.
Access to adequate finance remains a major
constraint, hindering investment and expansion.
Infrastructural gaps, including unreliable power and
poor transport, limit productivity and market reach.
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Technological backwardness and a shortage of
skilled labor further hamper competitiveness.
Complex regulations and compliance burdens add to
the challenges, especially for smaller enterprises.
Finally, market access and competition pose
difficulties for MSMEs seeking to scale up. These
interconnected problems impede MSME growth and
consequently, India's overall economic potential.

Objectives
1. To assess the current state of the MSME sector
in India.

2. To analyze the factors
growth and success in India

3. To formulate recommendations for promoting
MSME development India

influencing MSME

Methodology

This review will rely on secondary data gathered
from a variety of sources. Crucial government
publications, including reports and statistics from the
Ministry of MSME, the National Sample Survey
Office (NSSO), and the Reserve Bank of India
(RBI), will be examined. Industry-specific data will
be sourced from surveys and reports published by
organizations like FICCI, CIl, and ASSOCHAM.
Financial data related to MSMEs, such as financial
reports and credit ratings, will be analyzed to assess
financial health. Academic research, including
journal articles and publications focusing on MSME
development, policies, and challenges, will provide
context. Government policy documents and
regulations pertaining to the MSME sector will be
reviewed. Finally, industry reports from consulting
firms and associations will offer insights into current
trends and best practices. These data sources will be
accessed through online databases, official websites,
and published reports.

Period of the study
The period of the study is from 2000-01 to 2023-24,
covering a span of approximately 23-24 years.
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Tools applied

1. Regression

Linear Regression: y = a + bt

Exponential Regression: y = ae”(bt)

2. Average Growth Rate (AGR)

AGR = (X (xt - xt-1) / xt-1) / n

3. Compound Annual Growth Rate (CAGR)
CAGR = (end value / beginning value)™(1/n) — 1
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Result and Discussion

1. To assess the current state of the MSME sector
in India

This involves analyzing the number of MSMEs, their
distribution across different sectors and regions, their
contribution to GDP, employment, and exports, and
their overall economic significance (Table 1 and
Table 2).

Table 1 -Trend and growth of current state of the MSME sector in India

Year Total MSMEs Total Total Investment | Total Production

Employment T (crore) T (crore)
2000-01 10988088 22980000 163338 409794
2001-02 11431919 24191000 174391 441919
2002-03 11919111 25549000 187219 481481
2003-04 12449999 27069000 201859 525859
2004-05 13039999 28749000 218219 575219
2005-06 13501811 29221000 243760 646861
2006-07 14029999 30159000 271999 729999
2007-08 14619999 31369000 304999 829999
2008-09 15279999 32799000 343999 949999
2009-10 16019999 34449000 385999 1109999
2010-11 26198741 73380000 1015595 1493009
2011-12 27491111 78399000 1095999 1649999
2012-13 29029999 84399000 1203999 1869999
2013-14 30819999 91399000 1339999 2129999
2014-15 32909999 100399000 1495999 2449999
2015-16 51371924 111008000 1493009 3232180
2016-17 53831111 116499000 1631999 3569999
2017-18 56591999 122499000 1793999 3959999
2018-19 59549999 128999000 1967999 4369999
2019-20 62711111 135999000 2151999 4809999
2020-21 63369000 144001000 2378795 5249999
2021-22 68141999 153199000 2639999 5729999
2022-23 73340000 163399000 2949999 6309999
2023-24* 79311111 174699000 3299999 6999999

Sources: Ministry of Micro, Small and Medium Enterprises (MSME) in various years

Note: *Projected.

Average Growth Rate (AGR)
e Total MSMEs: 7.3%

e Total Employment: 6.5%
e Total Investment: 11.4%

e Total Production: 10.6%

Compound Annual Growth Rate (CAGR)
e Total MSMEs: 7.5%

e Total Employment: 6.3%
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e Total Investment: 11.9% 2011-12 162999 439999 1649999
e - Total Production: 10.9% 2012-13 183999 529999 1829999
Regression Analysis 2013-14 201999 584999 2039999
e Total MSMEs: y = 10,988,088e(0.075t) 2014-15 226999 584999 2239999
e Total Employment: y = 22,980,000e"(0.063t) 2015-16 243859 634919 3232180
e Total Investment: y = 16,333.8e"(0.119t) 2016-17 261999 689999 3569999
e - Total Production: y = 40,979.4e"(0.109t) 2017-18 281999 781999 3959999
2018-19 303999 819999 4639999
The provided data showcases a compelling 2019-20 326999 894999 4809999
narrative of growth within India's MSME sector from 2020-21 361911 943919 5249999
2000-01 to 2022-23 (with projections for 2023-24). 2021-22 403989 1043919 5729999
A clear upward trajectory is evident across all 2022-23 451989 1143919 | 6249999
measured parameters: the total number of MSMEs, [ 5023-24* 504989 1243919 | 6799999

total employment provided by the sector, total
investment, and total production. Specifically, the
number of MSMEs has risen from approximately 11
million to over 73 million, while employment has
increased from roughly 23 million to over 163
million. Investment has seen a substantial jump from
3163,338 crore to 2,949,999 crore, and production
has grown from ¥409,794 crore to 36,309,999 crore.
These increases are reflected in the calculated
Average Growth Rates (AGR) and Compound
Annual Growth Rates (CAGR), with investment and
production demonstrating the most rapid expansion.
This rapid growth is further supported by the
exponential regression equations provided, which
model the growth trends for each variable.

Table 2 — Trend and growth of current state of
the MSME sector in India

Sources: Ministry of Micro, Small and Medium
Enterprises (MSME) in various years
Note: *Projected

Result

Average Growth Rate (AGR)
- MSME Export: 8.1%

- MSME Credit: 7.3%

- MSME Turnover: 10.3%

Compound Annual Growth Rate (CAGR)
- MSME Export: 8.4%

- MSME Credit: 7.6%

- MSME Turnover: 10.9%

Regression Analysis

- MSME Export: y = 43338e”(0.084t)

- MSME Credit: y = 103919¢”(0.076t)

- MSME Turnover: y = 409794e/(0.109t)

Year MSME MSM.E MSME
Export Credit Turnover
2000-01 43338 103919 409794
2001-02 46919 114999 443999
2002-03 51499 127999 483999
2003-04 56999 142999 529999
2004-05 63499 159999 587999
2005-06 73919 203919 646999
2006-07 87499 229999 711999
2007-08 96999 258999 783999
2008-09 110499 291999 861999
2009-10 124999 329999 949999
2010-11 143095 403919 1493009

Table 2 complements Table 1 by providing
insights into MSME exports, credit access, and
turnover,  further illuminating the  sector's
performance. The data reveals consistent growth
across all three indicators. MSME exports have
increased from 343,338 crore in 2000-01 to a
projected ¥504,989 crore in 2023-24, demonstrating
their growing contribution to India's foreign trade.
MSME credit, a crucial enabler of growth, has also
expanded significantly, rising from 103,919 crore to
a projected 1,243,919 crore, indicating improved
access to finance for these enterprises. MSME
turnover, reflecting the overall economic activity of
the sector, has shown substantial growth, increasing
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from 409,794 crore to a projected 26,799,999 crore.
The calculated Average Growth Rates (AGR) and
Compound Annual Growth Rates (CAGR) confirm
these positive trends, with turnover exhibiting the
highest growth rate, closely followed by exports. The
exponential regression equations provided for each
variable (exports, credit, and turnover) further model
these growth trends, offering a predictive capacity
for future performance.
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Figure-1

Trend and growth of current state of the MSME
sectorinindia

To analyze the factors influencing MSME growth
and success

This involves identifying the key drivers of MSME
growth, such as entrepreneurship, access to
resources, and supportive business environment
Table 3

Table 3 — Trend and growth of factors of influencing MSME sector in India

Entrepreneurship Access to Supp.o rive Government Techno.logy
Year % Resources % I.3usmess Support % Adoption
Environment % %
2000-01 34.6 275 40.6 25.9 12.6
2001-02 354 28.4 41.3 26.7 135
2002-03 36.3 29.4 42.1 27.6 145
2003-04 37.3 305 43.0 28.6 15.6
2004-05 384 317 44.0 29.7 16.8
2005-06 39.6 33.0 451 30.9 18.1
2006-07 40.9 34.4 46.3 322 195
2007-08 42.3 35.9 475 33.6 21.0
2008-09 4338 375 48.8 35.1 22.6
2009-10 454 39.2 50.5 36.7 24.6
2010-11 46.9 41.0 51.7 384 26.1
2011-12 484 429 53.3 40.1 28.0
2012-13 49.9 449 55.3 42.1 30.0
2013-14 51.4 46.9 56.8 44.1 321
2014-15 52.9 49.0 58.6 46.2 343
2015-16 54.4 51.2 60.5 48.4 36.6
2016-17 55.9 53.5 62.4 50.7 39.0
2017-18 57.4 55.9 64.4 53.1 415
2018-19 58.9 58.4 66.5 55.6 44.1
2019-20 60.4 60.9 68.6 58.2 46.8
2020-21 62.1 63.5 70.8 60.9 50.0
2021-22 63.8 66.1 73.1 63.7 53.4
2022-23 65.5 68.8 75.4 66.6 56.9
2023-24* 67.2 715 77.8 69.6 60.6

Sources: Ministry of Micro, Small and Medium Enterprises (MSME) in various years

Note: *Projected
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Average Growth Rate (AGR)

- Entrepreneurship: 1.3%

- Access to Resources: 1.6%

- Supportive Business Environment: 1.5%
- Government Support: 1.8%

- Technology Adoption: 2.4%

Compound Annual Growth Rate (CAGR)
- Entrepreneurship: 1.3%

- Access to Resources: 1.6%

- Supportive Business Environment: 1.5%
- Government Support: 1.8%

- Technology Adoption: 2.5%

Regression Analysis

- Entrepreneurship: y = 34.6e”(0.013t)

- Access to Resources: y = 27.5e7(0.016t)

- Supportive  Business  Environment:
40.6e"(0.015t)

- Government Support: y = 25.9¢7(0.018t)

- Technology Adoption: y = 12.6e"(0.025t)

y =

Table 3 shifts the focus to factors influencing the
MSME sector's growth, presenting data on
entrepreneurship, access to resources, the business
environment, government support, and technology
adoption. All five factors show a positive upward
trend, though the growth rates are more moderate
compared to the performance indicators in Tables 1
and 2. Entrepreneurship, a key driver of MSME
creation, has risen from 34.6% to a projected 67.2%.
Access to resources, crucial for MSME operation and
expansion, has improved from 27.5% to a projected
71.5%. The perceived supportive business
environment has also seen positive change, going
from 40.6% to 77.8%. Government support, vital for
MSME development, has increased from 25.9% to
69.6%. Finally, technology adoption, essential for
MSME competitiveness, has shown the most
substantial growth, rising from 12.6% to 60.6%.
The calculated AGRs and CAGRs confirm these
increasing trends, with technology adoption showing
the highest growth rate, reflecting the growing
importance of technology in the MSME sector. The
exponential regression equations provided for each
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factor further model these growth trends, offering
insights into their potential future development.

Figure -2

Trend and growth of factors of influencing
MSME sector in India

1234567 8 91011121314151617 18 192021222324

Year

=g Ertreprencurship % Accessto Resources %

Supportive Business Environment % Government Support %

g Technology Adoption %

MSMEs Central Government Programs and State

Government Programs

e Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE): Provides
collateral-free loans to MSMEs through
participating banks and financial institutions.

e Credit Linked Capital Subsidy Scheme
(CLCSS): Offers a 15% upfront capital subsidy
for MSMEs upgrading their technology.

e Prime Minister's Employment Generation
Programme  (PMEGP): Creates  self-
employment opportunities for unemployed
youth by providing financial assistance and
subsidies for setting up micro-enterprises.

¢ MUDRA Yojana: Provides micro loans up to
%10 lakh to non-corporate, non-farm small/micro
enterprises.

e A Scheme for Promotion of Innovation, Rural
Industries and Entrepreneurship (ASPIRE):
Promotes innovation and entrepreneurship in
rural areas by supporting the establishment of
business incubators and technology centers.

e Micro & Small Enterprises Cluster
Development  Programme  (MSE-CDP):
Develops industrial clusters by providing
financial assistance for infrastructure

development and common facility centers.

e National SC/ST Hub: Provides support to
SCIST entrepreneurs through various schemes
and initiatives.
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Tool Rooms & Training Centers: Establishes
tool rooms and training centers to provide
technical training and support to MSMEs.
Udyami Mitra Portal: An online platform for
MSMEs to access information on various
government schemes and apply for loans.

State Government Programs

In addition to the central government schemes,

many state governments also run their own programs
to support MSMEs. These programs often focus on
specific needs and priorities of the state. Some
examples include:

Financial Assistance: Many states offer
subsidized loans, interest subventions, and seed
funding to MSMEs.

Infrastructure Development: States develop
industrial parks and provide infrastructure
facilities like land, power, and water to MSMEs.
Skill Development: States conduct training
programs to enhance the skills of MSME
employees and entrepreneurs.

Marketing Support: States organize trade fairs
and exhibitions to help MSMEs market their
products.

Tax Incentives: Some states offer tax benefits
and exemptions to MSMEs to promote their
growth.

Advantages and Disadvantages

. Export

Advantages

1. Employment

Generation: MSMEs
provide employment
opportunities to a
large  number of
people, especially in
rural and semi-urban
areas. Innovation and
Entrepreneurship:

MSMEs promote
innovation and
entrepreneurship,

leading to the
development of new

Disadvantages

1. Limited Access to

Finance: MSMEs
often face challenges
in accessing finance,

including high
interest rates,
collateral
requirements,  and
limited access to
formal credit
channels.

. Infrastructure

Constraints: MSMEs
often operate in

MSMEs are agile and
can quickly adapt to
changing market
conditions, making
them more resilient to
economic shocks.

. Local Economic

Development:
MSMEs contribute to
local economic
development by
providing goods and
services to local
communities and
generating  revenue
for local
governments.
Potential:
MSMEs have the
potential to export
goods and services,
earning foreign
exchange and
contributing to India's
economic growth.

. Low Capital

Requirements:

MSMEs typically
require low capital
investments, making
them more accessible
to entrepreneurs with

limited financial
resources.

. Diversification of
Economy: MSMEs
contribute to the
diversification of

India's economy by
promoting the growth
of various sectors,
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products,  services, areas with
and processes. inadequate

. Flexibility and infrastructure,
Adaptability: including poor roads,

unreliable power
supply, and limited
access to water and
sanitation facilities.

. Regulatory Burden:

MSMEs are subject
to various
regulations and laws,
which can be time-

consuming and
costly to comply
with.

. Limited Access to

Technology:
MSMEs often lack
access to modern
technology,
including digital
tools, equipment,
and machinery,
which can limit their
productivity and
competitiveness.

. Marketing and Sales

Challenges: MSMEs
often face challenges
in  marketing and
selling their products
and services,
including limited
access to markets,
high marketing

costs, and intense
competition.

. Limited Access to
Skilled Labor:
MSMEs often face
challenges in
accessing skilled
labor, including
limited availability
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of trained workers,
high labor costs, and
limited access to
training and
development
programs.

8. Environmental and
Social Concerns:
MSMEs can have
negative
environmental  and
social impacts,
including pollution,
waste generation,
and labor
exploitation, if not
managed sustainably
and responsibly.

such as
manufacturing,
services,
agriculture.

and

Findings of the study

MSME Growth (Table 1): Rapid, potentially
exponential growth in key indicators (number of
MSMEs, employment, investment, production)
necessitates research into the specific drivers of this
expansion, differentiating policy impacts from
market forces. The disproportionately high growth in
investment and production warrants focused research
on investment sources and productivity drivers
within the sector.

MSME Performance (Table 2): Growth in
exports, credit, and turnover presents research
opportunities to explore MSME's role in international
trade, the efficacy of different credit sources, and the
factors influencing overall business performance.
The strong turnover growth specifically calls for
research into the competitive landscape and business
environment impacting MSMEs.

Influencing Factors (Table 3): Positive trends
across entrepreneurship, resource access, business
environment, government support, and technology
adoption suggest a need to investigate the
interrelationships between these factors and MSME
growth. The particularly rapid growth in technology
adoption warrants research on barriers to adoption
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and the specific impacts of technology on MSME
productivity and competitiveness.

Suggestions

Deep Dive into Sector-Specific Dynamics: Future
studies should focus on specific sectors within the
MSME landscape (e.g., textiles, manufacturing, IT
services) to understand their unique challenges,
growth drivers, and contributions to the economy.

Quantify the Impact of Government
Programs: Research should rigorously evaluate the
effectiveness of specific government programs aimed
at MSMEs, using quantitative methods to measure
their impact on key outcomes like employment,
productivity, and exports.

Analyze the Role of Technology: Studies
should delve deeper into the role of technology
adoption in MSME growth, exploring the types of
technologies that are most beneficial, the barriers to
adoption, and the impact on productivity,
competitiveness, and market access.

Investigate Access to Finance: Research should
focus on the challenges MSMEs face in accessing
finance, exploring the effectiveness of different
financing mechanisms (e.g., formal lending,
microfinance, venture capital), and identifying
innovative solutions to improve credit access.

Focus on Sustainability: Research should
explore the environmental and social sustainability
aspects of MSME operations, examining their impact
on resource utilization, waste generation, and social
inclusion, and suggesting strategies for promoting
sustainable practices.

Conclusion

The MSME sector plays a vital role in India's
economic  development, exhibiting substantial
growth and contributing significantly to employment,
production, exports, and overall economic activity.
While the sector has demonstrated remarkable
dynamism, driven by factors like increasing
entrepreneurship, improved access to resources, a
more supportive business environment, growing
government support, and rapid technology adoption,
sustained growth requires continued focus.
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Addressing challenges related to access to finance,
infrastructure bottlenecks, skill gaps, and market
access remains crucial. By implementing targeted
policies, fostering innovation, and strengthening
collaboration between stakeholders, the government
can unlock the full potential of the MSME sector,
enabling it to further contribute to inclusive and
sustainable economic growth in India. Continued
research and data analysis will be essential to inform
policy decisions and ensure the MSME sector thrives
in the evolving economic landscape.
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Abstract

The paper summarizes key Micro, Small and Medium Enterprises (MSME) schemes for supporting and empowering
women entrepreneurs in India. It discusses the contemporary status of women in MSMEs, delineates constraints—such as
restricted access to finance, training, and networks—and subsequently defines government and financial-institution
schemes that focus on women. Schemes featured are Mahila Udyam Nidhi, TREAD, Pradhan Mantri Rozgar Yojana,
Annapurna Yojana, Udyogini, Dena Shakti, Stand Up India, and Mahila Coir Yojana. The paper provides an overview of
eligibility criteria, financial terms (loan quantum, tenure, interest concessions), ancillary assistance (training, counselling,
NGO linkages), and sectoral activities financed under each of the schemes. Highlighting the chronic low percentage of
women entrepreneurs (approximately 14%) and large credit gap, the paper contends that it takes the integration of
customized finance, building capacity, and institutional assistance to support scaling women's enterprises and to achieve
wider employment benefits. The policy proposals focus on simplifying access to schemes, improving training and market
connections, and outreach to rural women.

Keywords: MSME, women entrepreneurs, Mahila Udyam Nidhi, TREAD, Dena Shakti, Stand Up India, financial
inclusion, capacity building

What used to be a domain dominated by men, the The boom in women entrepreneurship can not

MSME sector has gradually but surely begun to roll
out the red carpet for women entrepreneurs as well.
In India, the last decades have witnessed
unprecedented growth in the form of ensuring
sufficient (and equal) incentives for women
entrepreneurs. Not only has this bettered the position
of women in the nation but also added significantly
to the Indian economy.

In the past couple of years, women
businesswomen have contributed a lot not only to the
economic profile but also to the social population of
the nation. As women now join the labour sectors,
working classes, private or govt offices, and above
all, even begin their own businesses, the
consequence is observed to be the creation of plenty
of jobs in the nation.

Women in MSMEs

Indian women are contributing significantly by being
a part of MSMEs now, i.e., having a considerable
contribution to increasing the economy of the nation.
But we still have hardly 14% women entrepreneurs
in India.

only enhance the economy of the country but also
yield practical advantages to the citizens of the
country, some of which are:

Economic effect — The growth of businesses in
the nation has also affected and developed the
economy to a massive extent in the past few years.
This has provided opportunities for women
entrepreneurs to equally become part of this
financially positive environment in the nation.

Employment creation — With such an easy
provision of MSME loans, starting a business is
easier than ever. A successful business can also
employ people, which eventually creates jobs for
women entrepreneurs and other people.

Emerging new areas — Today, the number of
opportunities and choices in terms of employment is
so large that women have equal resources as men do.
And particularly with the access to the internet,
beginning a business and accessing an MSME loan
online has never been easier.

Since the number of women entrepreneurs in the
nation is on the rise, the schemes and opportunities
of MSME to empower women entrepreneurs are also
being launched by the govt.
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MSME  Schemes To Empower Women
Entrepreneurs
The MSME schemes launched for women

entrepreneurs in particular make sure that they are
able to start new businesses more easily and access
the relevant MSME loans to initiate such businesses.

Some of these schemes include:
1. Mabhila Udyam Nidhi Scheme

Initially launched to provide small enterprises
with financial support of up to 10 lakhs, the Mahila
Udyam Nidhi Scheme also facilitates women in
establishing new projects and businesses. Through
this scheme, women entrepreneurs are also free to
upgrade the ongoing projects.

Mahila Udyam Nidhi Scheme has different
interest rates in accordance with the market rates,
and the loans are repayable up to a maximum period
of 10 years with a moratorium period of 5 years.

Features Of Mahila Udyam Nidhi Scheme

e The Mahila Udyam Nidhi (MUN) Scheme is
processed by the Small Industrial Development
Bank of India (SIDBI).

e The main aim of the scheme is to nurture and
empower women entrepreneurs, as well as
promote the cause of women's entrepreneurship.

e  The amounts invested under the Mahila Udyam
Nidhi Scheme are flexible and can be used by
Micro, Small, and Medium Enterprises
(MSMEs)

e The emphasis of the scheme lies in empowering
and encouraging women to participate in various
sectors of the economy and become
economically independent and self-sustaining.

Mahila Udyam Nidhi Scheme Eligibility

The Mahila Udyam Nidhi Scheme eligibility

information is as outlined below:

e The loan is provided only to women
entrepreneurs those who are ready to start or
started their own business (MSME), SSIs or
Tiny Units.

e Women entrepreneurs must own 51% of the
company's share.
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e Loans are provided for existing or new MSMEs,
restricted to trading, service and manufacturing
sectors.

e MSMEs or tiny businesses with an investment of
at least Rs. 5 lakhs.

e MSMEs undertaking activities such as scaling
up their businesses, diversifying their products,
enhancing their operations and improving their
technological capabilities.

Mabhila Udyam Nidhi Scheme Details

Below are the details of Mahila Udyam Nidhi

Scheme:

e  The scheme was initiated by the Small Industries
Development Bank of India (SIDBI) in
collaboration with the Government of India.

e The scheme is available only through Punjab
National Bank (PNB) currently.

e The scheme's eligibility conditions stipulate that
the applicant should be a woman with at least
51% share in the business enterprise.

e The scheme extends financial support by way of
term loans and working capital loans.

e The maximum amount of loan that can be
obtained under the scheme is Rs. 10 lakhs.

e The rate of interest levied on the loan amount is
competitive and bank-dependent.

e  The tenure of repayment of the loan is adjustable
and can be stretched up to 10 years.

e The loan can be utilized for buying machinery
and equipment, raw materials, and other assets
necessary to start or continue the business.

e The procedure for application of the scheme is
easy and may be completed either online or
offline from the website or branch office of the
bank.

e The scheme has been formulated to enable
women entrepreneurs through provision of
finance and other facilities needed to open and
develop their small-scale enterprises.

Activities Under Mahila Udyam Nidhi Scheme
e The PNB Mahila Udyam Nidhi Scheme
provides Loan to women in a bid to facilitate
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different businesses run and operated by them as
entrepreneurs. These business ventures are:

e Television (LED, LCD, and CRT) repair shops

e Mobile phone repair shops

e Service and repair of washing machines,
refrigerators, and other electronic devices

e Daycare centers and creches for kids

e Garage and auto-repair shops for two-wheelers
and four-wheelers

e Farm equipment and agricultural machinery
servicing

e Beauty parlors and spas

e Cable TV network operations

o Eateries, restaurants, and dhabas

e Photocopying centers (Xerox)

e DTP or Desktop Publishing businesses (fully
computerized)

e  Cyber cafes

e  Tailoring shops and training institutes

e Educational centers and training institutes

e Typing centers

e (STD, ISD booths

e  Purchasing auto-rickshaws

e Purchasing two-wheelers or four-wheelers for
commercial purposes

¢ Road transport businesses, including managing
and driving trucks and pick-up vans

e Laundry and dry cleaning services

e Benefits Of Mahila Udyam Nidhi Scheme

e Following are some benefits of Mahila Udyam
Nidhi Scheme:

e Increases the role of women entrepreneurs.

e Increases more employment opportunities in the
micro and small-scale enterprises.

e Fills the equity gap.

o  Fileds ailing small-scale industry units.

e Aids growth, modernization, and technological
upgradation of service sector units.

2. TREAD Scheme

Trade-Related Entrepreneurship  Assistance and
Development (or the TREAD) scheme is designed to
empower women by giving them credit required for
projects that includes training, counselling, and
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information to operate the projects in the best
possible manner.

The TREAD scheme is to develop the women in
businesses' knowledge more effectively. The govt
under this scheme offers a grant of a maximum of
30% of the cost of the project, which is calculated by
the financial institutions.

Objectives of TREAD
The MSME women entrepreneurs' credit gap has
been estimated to be approximately $158 billion and
the delivery of credit among women is seen to be a
large deficiency, besides training and counselling.
The TREAD scheme was initiated with a purpose to
improve the technical abilities and entrepreneurial
upskilling so that women entrepreneurs are able to
develop in order to achieve sustainable employment.
In order to enable women in rural as well as in
the urban cities, it is to be kept in mind that suitable
schemes and programmes are provided with to
enable them the support needed. Such women do not
enjoy the facility of formal credit; thus, help in every
sense will be made available to these women.
Keeping this perspective, it was thought that the
women would obtain credit through NGOs which are
able to manage funds in a proper way.

Highlights and Notable Features of the Scheme

e The Government of India will extend support to
Non Governmental Organisations (NGOs) in the
form of grant of up to 30% of the entire cost of
the project amount. The NGOs shall be engaged
in the promotion of entrepreneurship in the
target group of women. 70% of the amount
would be funded by the lending institutions like
NBFCs and banks in the form of a loan which
would be used by the NGO to conduct activities
suggested in the project. The grant can be
utilized in training, counseling, marketing tie-
ups etc. as per their capacity.

e The participating training organizations and
NGOs can also utilize the grant of up to INR 1
lakh per program from the Government of India
for supporting empowerment among women
entrepreneurship.
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e The Government of India also grant INR 5 lakhs
on need basis of the institutions like the National
Entrepreneurship  Development  Institutions
(EDIs), National Institute of Small Industry
Extension Training (NISIET), National Institute
of Entrepreneurship and Small Business
Development (NIESBUD), Indian Institute of
Entrepreneurship (IIE), state government-funded
EDIs, Small Industries Services Institutes
(SISIs). These institutes should be mainly
conducting surveys, preparing different modules
for learning on the empowerment of women
entrepreneurs. The amount of the grant can also
be utilized to cover the cost of books, journals,
computers, etc.

3. Pradhan Mantri Rozgar Yojana

The Pradhan Mantri Rozgar Yojana helps women
entrepreneurs to get the financial support that is
required under this scheme for expanding their
businesses. The most favorable aspect of this scheme
is that it covers all the industries, new and existing
businesses, and all the services.

The purpose of the scheme is to empower
women by offering them the required MSME loans
so that they become economically secure. Another
vital aspect of this scheme is that it also provides for
a 15% rebate on the project expense, which is a
maximum of ¥12,500 per individual.

4. Annapurna Yojana
If there are women who wish to pursue their hobby
in catering and turn it into a business, this scheme is
the best solution for them.

The Annapurna Yojana enables women to start a
catering business by availing a loan of 350,000 under
this scheme. With a 36-month repayment period and
collateral demanded, this scheme is already working
in favor of many women across the nation.

5. Udyogini Scheme

The Udyogini scheme is perfect for women willing
to begin a new venture of any type. The initial plan
with the scheme is that it's better suited to families
earning less than ¥1.5 lakhs annually. Without any
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prejudice against any class of women, the Udyogini
scheme is designed to aid all those who require it.

In this scheme, the loan of 3 lakh is disbursed
in cash at a reduced rate of interest. The scheme is
meant to empower women to become financially
secure so that they can start their own enterprises,
particularly in rural areas.

6. Dena Shakti Scheme
Every woman entrepreneur who is engaged in
agriculture, manufacturing, or such activities can
avail the loan under the Dena Shakti scheme. Loans
provided under the Dena Shakti Scheme are 350,000
with a concession of approximately 0.25% on the
rate of interest. But in retail trading, housing, or
education, loans up to 320 lakhs may be sanctioned.
Women business owners have done so much in
the last few decades that it's clear that women can
help develop society and the national economy even
more quickly. Now, after breaking free of so many
years of taboos and conventions, women have
overcome so many issues of beginning new
enterprises and opening new ventures that the male
community functionally couldn’t.

7. Stand Up India Scheme

Stand Up India Scheme provides assistance to
women and SC/ST entrepreneurs by giving them
loans ranging from T10 lakh to ¥1 crore. This scheme
assists women in starting ventures in the
manufacturing, trading, or service industries. Its
objective is to promote financial independence and
stimulate

8. Mabhila Coir Yojana

Mahila Coir Yojana targets women empowerment
through coir industries. Women can be given a
subsidy for buying machinery and undergoing
training to manufacture coir products under the
scheme. It generates employment opportunities for
rural women and hence accelerates the economic
development of women.

Conclusion
Through overcoming key hurdles faced by women,
including financial disparity, insufficient networks,
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family obligations, and poor training, India can
significantly create the environment that allows
women to flourish as business women. Resource
availability in a form of a women's business loan,
specialized training programs, and inclusive
networks has the potential to be a game-changer.
Furthermore, the utilization of programs such as the
MSME loan scheme and other credit facilities has the
ability to help women take their businesses to scale
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successfully. It's time to promote equality and
empower every woman with the means to succeed.
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Abstract
Micro, Small, and Medium Enterprises (MSMEs) play a pivotal role in the economic growth of India, significantly

contributing to the country's Gross Domestic Product (GDP). This paper investigates the multifaceted impact of MSMEs
on India's GDP, focusing on their contributions to employment, regional development, and industrial diversification. By
analyzing recent economic data and sectoral performance reports, the study highlights how MSMEs drive economic
dynamism through innovation, productivity improvements, and export activities. It also explores the structural challenges
faced by MSMEs, including access to finance, regulatory hurdles, and infrastructure deficits, and their implications for
GDP growth. Through a detailed examination of policy interventions and support mechanisms, the paper offers insights
into enhancing the effectiveness of MSMEs as engines of economic growth. The findings underscore the necessity of
targeted policies to bolster MSME resilience and scalability, thereby amplifying their positive impact on India's GDP and

fostering inclusive economic development.
Keywords: economic growth, GDP and development

Introduction

MSMEs are a crucial component of India's economy,
contributing a significant share to the GDP. They
provide the backbone for many industries, fostering
economic growth through diverse sectors such as
manufacturing, services, and agriculture. The paper
would likely analyze the sectoral contributions of
MSMEs to the overall GDP and how they enhance
economic dynamism. MSMEs are major employers
in India, particularly in rural and semi-urban areas.
They are considered an effective tool for reducing
unemployment and underemployment, offering
opportunities for both skilled and unskilled labor.

Contribution of MSMEs to GDP

e Direct Contribution to GDP: Provide data on
the direct contribution of MSMEs to India's
GDP. Include statistics on their contribution to
various sectors such as manufacturing, services,
and agriculture.

e Sectoral Contributions: Break down the
contributions by sector. For example, how
MSMEs contribute to manufacturing, services,
and export growth.

e Multiplier Effect: Explain the broader
economic impact of MSMEs, how their growth

leads to enhanced economic dynamism, and the
ripple effects on related industries.

Employment Generation

e Job Creation: Analyze the role of MSMEs in
employment generation, especially in rural and
semi-urban areas. MSMEs are a key source of
livelihood for millions.

e Inclusive Growth: Discuss how MSMEs
contribute to inclusive economic growth by
providing opportunities for marginalized and
underprivileged communities.

e Skills Development: Highlight the skill
development that MSMEs offer, especially for
young workers entering the labor market.

Regional Development

MSMEs contribute to balanced regional growth by

spreading industrial activity across rural and remote

areas. Unlike large corporations that are concentrated
in metropolitan cities, MSMEs are found throughout
the country, even in underserved regions.

e Reducing Migration: By creating job
opportunities locally, MSMEs help curb the
migration of rural populations to cities, reducing
the pressure on urban infrastructure and public
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services. They also ensure more equitable
economic development.

e Infrastructure Development: The presence of
MSMEs often drives local infrastructure
development, including improvements in roads,
electricity supply, and communication networks.

Industrial Diversification and Global Trade
MSMEs are catalysts for industrial diversification,
often venturing into niche markets and producing
products that are not easily replicated by larger
companies. This diversification adds resilience to the
economy and fosters competition.

e Export Contribution: MSMEs significantly
contribute to India’s export portfolio. Industries
like textiles, handicrafts, and small machinery
have thriving export potential. Expanding
MSME participation in international trade helps
reduce trade deficits and enhances foreign
exchange earnings.

e Linking with Global Value Chains: MSMEs in
India are increasingly becoming integrated into
global value chains. By partnering with
multinational companies, MSMESs gain access to
better technology, advanced manufacturing
techniques, and international markets.

Challenges Faced by MSMEs

Despite their contributions, MSMEs face several

structural challenges that hinder their ability to scale

and fully contribute to GDP growth.

e Access to Finance: One of the most significant
challenges is limited access to finance. MSMEs
often face difficulties in obtaining affordable
credit due to a lack of collateral, high interest
rates, and inadequate credit facilities.

e Regulatory Burden: Complex regulatory
frameworks and bureaucratic inefficiencies often
discourage MSME growth. Lengthy approval
processes, excessive paperwork, and
inconsistent taxation policies create barriers to
business expansion.

e Infrastructure Deficits: Inadequate
infrastructure—such as unreliable electricity
supply, poor transportation networks, and
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inadequate digital infrastructure—limits MSME
productivity and competitiveness.

Policy Interventions and Support Mechanisms

To overcome these challenges, various government

policies and initiatives have been introduced to

support MSMEs.

e Government Schemes: Programs like the
Pradhan Mantri Mudra Yojana (PMMY), Make
in India, and Atmanirbhar Bharat aim to provide
financial support, promote entrepreneurship, and
create a favorable business environment for
MSMEs.

o Simplifying Regulations: Efforts to simplify the
regulatory environment, such as the introduction
of GST (Goods and Services Tax) and digital
registration processes, have aimed to ease
compliance burdens for MSMEs.

e Credit Support: The government has launched
schemes such as CGTMSE (Credit Guarantee
Fund Trust for Micro and Small Enterprises) to
provide collateral-free loans to MSMEs and
improve their access to credit.

e Technology and Innovation Support: Policies
aimed at encouraging technology adoption and
innovation through financial incentives and
training programs can further enhance the
productivity and competitiveness of MSMEs.

Strategies for Strengthening MSMEs

To further enhance the role of MSMEs in driving

India’s GDP growth, the following strategies are

recommended:

e Enhanced Access to Finance: Policy initiatives
should focus on increasing access to affordable
credit, especially for micro and small
enterprises. Financial institutions should be
encouraged to lend to MSMEs without stringent
collateral requirements.

e Fostering Innovation and Technology:
Encouraging MSMEs to adopt new technologies
and improve product quality through incentives
and subsidies can help them compete in global
markets.

e Infrastructure Development: Investment in
infrastructure, particularly in rural areas, can
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significantly improve MSME operations and
reduce costs associated with logistics and power

supply.
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Conclusion

Micro, Small, and Medium Enterprises are integral to
India’s economic growth, contributing significantly
to GDP, employment, and industrial diversification.
However, to realize their full potential, addressing
structural challenges such as finance access,
regulatory hurdles, and infrastructure deficits is
essential. Strategic government interventions and
targeted policies can enhance MSME resilience,
scalability, and impact, thus accelerating India’s
growth and  fostering inclusive  economic
development.
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Abstract

Innovation and research & development (R&D) are critical drivers of competitiveness for Micro, Small, and Medium
Enterprises (MSMEs) in India. This paper explores how MSMEs leverage innovation and R&D to enhance their market
position and operational efficiency. It highlights the challenges MSMEs face in accessing R&D resources, including
limited funding, inadequate infrastructure, and a lack of skilled personnel. Through case studies and empirical analysis,
the paper demonstrates successful strategies employed by MSMEs to integrate innovative practices into their business
models. It also examines government and industry initiatives aimed at supporting MSME innovation, such as grants, tax
incentives, and collaborative research programs. Ultimately, the study underscores the importance of fostering an
innovation-driven culture within MSMEs to sustain competitive advantage and drive growth in an increasingly dynamic

market environment.
Keywords: innovation, research and development

Introduction

Micro, Small, and Medium Enterprises (MSMES)
play a vital role in the economic development of any
country, contributing significantly to employment,
industrial output, and GDP. In the face of global
competition and rapid technological advancements,
MSMEs must adopt innovation and R&D practices
to enhance their competitiveness. However, their
limited financial and technical resources often hinder
the adoption of new technologies and innovative
processes. This paper discusses how MSMEs can
overcome these challenges through strategic
innovation and R&D investments.

Importance of Innovation and R&D in MSMEs

1. Enhanced Productivity and Efficiency -
Innovation helps MSMEs improve production
processes, reduce costs, and enhance quality.

2. Competitive Advantage — By adopting new
technologies and innovative business models,
MSMEs can differentiate themselves from
competitors.

3. Market Expansion — R&D facilitates the
development of new products and services,
allowing businesses to explore new markets.

4. Sustainability and Resilience — Innovation in
eco-friendly and energy-efficient technologies

can help MSMEs meet regulatory requirements
and consumer expectations.

Challenges Faced by MSMEs in Innovation

and R&D

Despite the clear benefits, MSMEs face multiple

challenges in adopting innovation and R&D, such as:

1. Limited Financial Resources — High costs
associated with R&D activities make it difficult
for small businesses to invest in innovation.

2. Lack of Skilled Workforce — Many MSMEs
struggle to hire and retain skilled professionals
required for R&D and technological
advancements.

3. Insufficient Infrastructure — The absence of
dedicated research facilities and technology
centers limits innovation capacity.

4. Limited Access to Technology and Knowledge
Networks — Many MSMEs lack collaboration
with research institutions and industry experts.

5. Regulatory and Bureaucratic Hurdles -
Complex procedures for patents, funding, and
compliance create obstacles for MSMEs.
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Strategies for MSMEs to Foster

and R&D

To overcome these challenges, MSMEs can adopt

the following strategies:

1. Collaboration with Research Institutions and
Universities — Partnering with academia can
provide MSMEs with access to knowledge,
resources, and technical expertise.

2. Government Schemes and Financial Support
— Leveraging government initiatives such as the
Credit Linked Capital Subsidy Scheme (CLCSS)
and Technology Upgradation Fund Scheme
(TUFS) can help MSMEs invest in R&D.

3. Adoption of Digital Technologies -
Implementing Industry 4.0 solutions, such as
artificial intelligence (Al), Internet of Things
(loT), and cloud computing, can enhance
efficiency and innovation.

4. Open Innovation and Industry Partnerships —
Engaging in joint ventures, co-development
projects, and startup collaborations can drive
technological advancements.

5. Employee Training and Skill Development —
Investing in workforce upskilling ensures that
employees can effectively contribute to
innovative processes.

Innovation

Government and Industry Initiatives Supporting

MSME Innovation

Several government and industry initiatives aim to

promote R&D and innovation among MSMEs:

1. Startup India and Make in India — These
initiatives encourage innovation and
entrepreneurship through funding and policy
support.

2. National Innovation Council (NIC) — Supports
MSMEs in developing innovative business
models and new technologies.

3. Small Industries Development Bank of India
(SIDBI) — Provides financial assistance for
MSME R&D initiatives.

4. Technology Development Board (TDB) -
Offers funding support for innovative projects in
MSMEs.
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5. Industry Collaborations and Incubators —
Various industry associations and technology
incubators facilitate MSME innovation through
mentoring and funding.

Case Studies of Successful MSMEs Leveraging
Innovation

Case Study 1: MSME in the Manufacturing
Sector

A small-scale precision engineering firm adopted 3D
printing technology to enhance prototyping
efficiency. By investing in in-house R&D, the
company reduced product development time by 40%
and expanded its customer base internationally.

Case Study 2: MSME in the Food Processing
Industry

An MSME specializing in organic food products
integrated blockchain technology for supply chain
transparency. This innovation increased consumer
trust and led to a 30% rise in exports.

Case Study 3: MSME in Renewable Energy

A solar panel manufacturing MSME collaborated
with a university for research on advanced
photovoltaic materials. The partnership resulted in
the development of high-efficiency solar panels,
attracting government subsidies and private
investments.

Conclusion

Innovation and R&D are essential for MSMEs to
enhance their competitiveness, adapt to market
changes, and achieve sustainable growth. While
MSMEs face numerous challenges in accessing R&D
resources, strategic collaborations, government
support, and digital transformation can enable them
to overcome these barriers. Fostering an innovation-
driven culture will not only enhance productivity and
market positioning but also contribute to the overall
economic development of the country.
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Abstract
Micro, Small and Medium Enterprises (MSMES) are vital parts of India's economic development now a days, serving as an

important driver of GDP development and employment generation. This study examines the trend and growth patterns of
Micro, Small and Medium Enterprises (MSMESs) that contributes to the India's economic development, which focuses on
food processing, chemical-based and engineering-based industries from 2006-07 to 2023-24. Through a comprehensive
trend analysis, the study states how these areas have contributed significantly to GDP and employment. The food
processing industry required to reduce agricultural wastes and increase rural employment, increased its GDP
contribution from 2.5% to 4.2%, with an increase of 85% in employment. Important for chemical-based industries,
downstream sectors and export growth, GDP contribution saw an increase of 3.0% to 4.7% and 68% in employment.
Engineering-based industries, innovation and run by ‘Make in India' initiative, experienced the most adequate growth,
with its GDP contribution to 4.0% to 7.2% and employment doubled. This conclusion underlines the major role of
engineering sector in economic development, recognizing stable growth in other areas. The study concludes with policy
recommendations to adopt technology, financial access, skill development and infrastructure which is necessary to
maintain the development of MSME and increase rapidly and ensure inclusive economic progress in India.

Keywords: MSMEs, GDP, skill development, food processing industries, chemical-based industries, engineering-based
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Introduction

Micro, Small, and Medium companies (MSMES)
have long been identified as the spine of India’s
economy, gambling a pivotal function in its socio-

ensuring that the agricultural produce is applied
effectively and reaches a broader market. This
enterprise is instrumental in lowering wastage,
enhancing the shelf-existence of perishable goods,

economic improvement. some of the diverse sectors
that contribute to the increase of MSMEs, the food
processing,  chemical-primarily ~ based, and
engineering-based totally industries stand out
because of their extensive impact on both GDP and
employment generation. These industries no longer
best cater to the home marketplace however also
make a contribution significantly to India's export
earnings, making them critical additives of the
country's industrial material. The food processing
enterprise, encompassing a extensive variety of
activities from the conversion of raw materials into
consumable food merchandise to packaging and
distribution, is certainly one of the largest segments
within the MSME region. It serves as an important
link between agriculture and the final consumer,

and including cost to agricultural merchandise,
thereby contributing to the agricultural quarter's
growth and, therefore, to the national GDP.
Moreover, the meals processing industry has a big
multiplier effect on employment, providing
opportunities for each professional and unskilled
exertions throughout rural and urban areas.

In addition, the chemical-based industry, which
includes the production of chemical substances,
fertilizers, prescription drugs, and other related
products, is a crucial sector within the MSME
landscape. This industry is crucial for various
downstream sectors, together with agriculture,
healthcare, and manufacturing, by using offering
vital uncooked materials and intermediates. The
chemical-primarily based MSMEs not only make
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contributions to the GDP thru production and export
but additionally play a essential function in import
substitution, decreasing India's dependence on
foreign products. The employment capacity of this
enterprise is big, starting from research and
improvement to production and income, thereby
developing a various set of activity opportunities.
The  engineering-primarily  based industry,
encompassing  sectors  including  machinery,
automobile components, and business system, is
every other cornerstone of India's MSME quarter.
This industry is characterised by using its excessive
diploma of innovation, technological advancement,
and export orientation. Engineering MSMEs are key
gamers within the 'Make in India' initiative,
contributing substantially to the United States’s
business output and GDP. Their function in
employment era is likewise noteworthy, as they
require a mix of fairly professional professionals and
labour-in  depth operations, thereby supplying
employment across numerous talent tiers.

In current years, the contribution of those
MSME sectors to India's GDP and employment era
has been increasingly more diagnosed, prompting
policy makers to consciousness on strengthening
these industries thru numerous projects and reforms.
The boom of MSMEs in those sectors is important
for accomplishing balanced local development,
decreasing profits disparities, and fostering inclusive
increase. However, the arena faces several
challenges, including access to finance, technological
upgradation, and compliance with regulatory
necessities, which need to be addressed to liberate its
complete potential. This trend evaluation objectives
to explore the contribution of MSMEs in the food
processing, chemical-based, and engineering-
primarily based industries to India's GDP and
employment generation over time.

Special Issue 1

Materials and Methods

This study relied specifically on secondary data to
evaluate the contribution of Micro, Small, and
Medium Enterprises (MSMEs) especially food
processing, chemical-based and engineering-based
industries to the GDP and employment generation in
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India. The data have been accumulated from the
Annual Reports of the Ministry of MSMEs,
Economic Surveys and National Sample Survey
Office (NSSO) for the period between 2006-07 and
2023-24. The validity of the data was tested by using
unit root test. The data were analyzed using
statistical tools and techniques, including trend
analysis, growth rate, and coefficient of variation.

Result and Discussion

In Indian Economic Development, Micro, Small and
Medium Enterprises (MSMEs) sector plays the
significant role by contributing more to gross
domestic product (GDP) and to employment
generation. With more than 63 million enterprises
under the MSMEs contribute about 30% of India's
GDP and employ over 110 million people which
make them as important for economic growth, social
development and poverty alleviation. The importance
of this MSMEs sector has become even more
important after the covidl9 pandemic, especially
provide ways for entrepreneurship, innovation and
inclusion in rural and semi-urban areas in India.

Table 1 Contribution of MSMEs to GDP and
Employment Generation in India

MSM!E GPP Employment (in
Year Contribution millions)
(%)
2006-07 29.4% 80.5
2007-08 29.7% 82.2
2008-09 30.1% 83.5
2009-10 30.5% 85.4
2010-11 30.8% 87.1
2011-12 30.0% 89.5
2012-13 30.4% 92.0
2013-14 30.2% 95.3
2014-15 29.7% 98.5
2015-16 29.2% 101.0
2016-17 28.9% 104.3
2017-18 29.7% 106.5
2018-19 30.5% 108.9
2019-20 30.5% 110.1
2020-21 27.3% 100.0
2021-22 29.6% 105.4
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2022-23 30.1% 106.3
2023-24 31.2% 110.0
Source: Annual Reports of MSME, Government
of India

The table 1 indicates that there will be a
fluctuations in the contribution of Micro, Small and
Medium enterprises (MSMEs) to the India’s GDP
from 29.4% in the year 2006-07 until 2023-24. But
the employment generation created by the MSMEs
are consistently increased from 80.5 millions in
2006-07 upto 110 millions in 2023-24. Even in the
midst of the unprecedented challenges occurred
caused by the COVID-19 pandemic, the MSMEs
sustained with the contribution of 27.3% to the GDP
and 100 million in the employment generation in
2020-21, recovering with the 29.6% to the GDP and
105.4 millions in employment generation during
2021-22. Unfortunately, the effects of the covid-19
pandemic accounted a significant decrease in both
GDP contribution and employment generation in
India. The recovery from 2021-22 indicates that
MSMEs are resilient but still come across with many
problems in regaining pre-pandemic growth levels.
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Industry-wise Contribution of MSMEs to GDP
and Employment Generation in India

The MSMEs sector is important for the socio-
economic development of India, in which food
processing, chemical-based and engineering-based
industries play an important role in increasing GDP
development and employment generation. The food
processing industries facilitate agriculture to
consumers, reduces wastage, product increases shelf-
life and produces jobs in both rural and urban areas.
Chemical-based industries upkeep agriculture,
healthcare and manufacturing by providing essential
materials and contributing to GDP at the significant
level. In the digital era at present engineering-based
industries become fundamental to the growth of
production and employment generation due to the
introduction of modern technology with innovation.
In spite of their importance, the MSMEs in India face
various challenges especially inadequate finance,
technical assistance and limited access to regulatory
compliance which must be addressed to maximize

October 2025 ISSN: 2349-8684

the capacity of MSMEs and support to increase their
contribution to GDP and employment generation.

Table 2 Industry-wise Contribution of MSMEs to

GDP in India
. Food Chemical- . .
Fiscal . Engineering-
Year Processing Based Based (%)
(%) (%)
2006-07 25 3.0 4.0
2007-08 2.6 3.1 4.2
2008-09 2.7 3.2 4.3
2009-10 2.8 3.3 4.5
2010-11 29 3.4 4.6
2011-12 3.0 35 4.8
2012-13 3.1 3.6 5.0
2013-14 3.2 3.7 52
2014-15 3.3 3.8 54
2015-16 34 3.9 5.6
2016-17 35 4.0 5.8
2017-18 3.6 4.1 6.0
2018-19 3.7 4.2 6.2
2019-20 3.8 4.3 6.4
2020-21 3.9 4.4 6.6
2021-22 4.0 4.5 6.8
2022-23 4.1 4.6 7.0
2023-24 4.2 4.7 7.2

Source: Annual Reports of MSME, Government
of India

Table 2 displayed food processing in India's
GDP in 18 vyears from 2006-07 to 2023-24,
demonstrated the MSME industry contribution in
chemical-based and engineering-based sectors,
revealing significant growth in all three industries.
Food Processing Industry: The GDP contribution of
the region continued to increase from 2.5% to 4.2%,
showing its extended role in connecting agriculture
to markets, reducing wastage and adding price to
agricultural  products. Standing annual growth
highlights the growing demand of the region, better
supply chains and government initiatives inspired by
government initiatives. The contribution of the
chemical-based industries to the GDP was increased
from 3.0% to 4.7%due to their significant role in
supporting  agriculture sector, healthcare and
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manufacturing sector. The constant growth in GDP
underlines the flexibility of the sector and its
importance in import replacement and exports.
Engineering-based industries witnessed the most
growth, with its GDP contribution to the Nation with
7.2%. The expansion of the region is fuel by
innovation, technological progress and a strong
export focus, which reflects its important role in
'‘Make in India' initiative and efficient employment
ability.
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supply  chain advancements, and  authorities’
initiatives. This

sector plays a vital position in soaking up hard
work, especially in rural areas, with an
annual boom of about 1 million jobs. Employment in
the chemical-based totally industry rose from 25
million  to 42 million,  reflectingthe  world's
importance  in  agriculture, healthcare, and
manufacturing. The consistent task boom of about 1
million per year highlights the  arena's  resilience

and potential to provide numerous employment possi

Table 3 Industry-wise Contribution of MSMEsto  pijlities.  Engineering-primarily  based enterprise
Employment Generation in India quarter sawthe highest boomin employment,
Fiscal Food | Chemical- Engineering- | doubling from 30 million to 60 million. The fast
Year Processing Based Based (M) boom, at about 2 million jobs per year, is fuelled by
(M) (M) using innovation, technological improvements, and
2006-07 20 25 30 a strong export recognition, aligning with country
2007-08 21 26 31 wide tasks like 'Make in India and Startups.'
2008-09 22 27 32
2009-10 23 28 34 Trend Analysis
2010-11 24 29 35 To analyze the trends in GDP contribution and
2011-12 25 30 36 employment generation, a statistical trend analysis
2012-13 26 31 38 was conducted, and the results are summarized in
2013-14 27 30 20 table 4 and table 5.
2014-15 28 33 42 Table 4 Trend Analysis of Contribution to GDP
2015-16 29 34 44
2016-17 30 35 46 Fiscal Pr;:cézging Chemical- | Engineering-
2017-18 31 36 48 Year (%) Based (%0) Based (%)
2018-19 32 37 o0 2006-07 25 3.0 40
2019-20 33 38 52 2010-11 2.9 34 46
2020-21 34 39 54 2015-16 3.4 3.9 5.6
2021-22 35 40 56 2020-21 3.9 4.4 6.6
2022-23 36 41 58 2023-24 4.2 4.7 7.2
2023-24 37 42 60 %
Source: Annual Reports of MSME, Government (ZIS(JC:(?YSiO 68% 57% 80%
of India 2023-24)

The table 3 highlights the employment generated
by MSMEs in India across the meals processing,
chemical-based, and engineering-based industries
from 2006-07 to 2023-24. Over this 18-year period,
all three sectors have shown regular increase in
employment, underscoring their growing function in
job introduction. Employment in meals processing
enterprise sector grew from 20 million to 37 million,
pushed by using growing call for processed foods,

From Table 4, it turns out that the total MSME
contribution to GDP increased from 9.5% to 16.1%,
a significant increase of 69%, outlines the expanded
role of MSME in India's economy. GDP contribution
to food processing MSME has increased from 2.5%
in 2006-07 to 4.2% in 2023-24, indicating an
increase of 68% in 17 years. Similarly, the chemical-

61 Roots International Journal of Multidisciplinary Researches




based area showed an increase from 3.0% to 4.7%,
marking an increase of 57%. The engineering -based
sector demonstrated the highest growth, increased
from 4.0% to 7.2%, showing an increase of 80%.

Special Issue 1

Table 5 Trend Analysis of Employment
Generation (Million Employees)

October 2025

Food Chemical- Engineering-
Fiscal Year | Processing Based Based (M)
(M) (M)
2006-07 20 25 30
2010-11 24 29 35
2015-16 29 34 44
2020-21 34 39 54
2023-24 37 42 60
% Increase
(2006-07 to 85% 68% 100%
2023-24)

Table 5, it is clear that overall employment
increased from 75 million to 139 million, an increase
of 85%, which exposes the important role of MSME
in employment creation. Employment in the food
processing sector increased from 20 million to 37
million, 85% increase. The employment of the
chemical sector increased from 25 million to 42
million, an increase of 68%. Engineering-based
MSMEs saw an increase in employment from 30
million to 60 million, doubling the workforce (100%
increase).

Major Findings

e The engineering-based MSMEs have shown the
highest contribution to GDP and employment
generation.

e Chemical-based MSMEs have also displayed a
strong positive trend, particularly in recent
years.

e Food processing MSMEs, while contributing
significantly, lag behind the other two sectors in
growth rate.

Suggestions

e Strengthening the MSMEs supporting policies,
especially in adoption of technology and
innovation for the sustainable growth in India.

ISSN: 2349-8684

e Increasing the access to financial resources to
expand the operations of MSMEs in India which
helps to increase their productivity.

e Investing in more suitable and need based skill
development programmes to ensure a skilled
workforce that can meet the emerging demands
of MSMEs.

e Improving infrastructure to support MSMEs
operations, reduce logistic hurdles and storage
difficulties.

Conclusion

Trend analysis confirms the important role of MSME
in running economic development and employment
in India. Food processing, GDP contribution by
MSME in chemical-based and engineering-based
sectors and continuous increase in employment
generation indicate continuous policy assistance and
need for investment to maintain this development
trajectory.
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Abstract
Infrastructure development is a critical driver of economic growth, particularly for Micro, Small, and Medium Enterprises

(MSMEs), which form the backbone of the Indian economy. This seminar, "The Impact of Infrastructure Development on
MSME Growth," explores the multifaceted ways in which advancements in infrastructure—ranging from transportation
and logistics to energy and digital connectivity—affect the growth and operational efficiency of MSMEs in India. The
discussion will begin with an overview of the MSME sector, outlining its importance and the specific challenges it faces.
The seminar will then delve into various types of infrastructure improvements and their direct and indirect impacts on
MSMEs. Key topics include the role of enhanced transportation networks in reducing logistics costs, the significance of
reliable energy supplies for production efficiency, and the transformative effects of digital infrastructure on market access
and business operations. Additionally, the seminar will examine government initiatives aimed at bolstering infrastructure
for MSMEs, such as the Pradhan Mantri MUDRA Yojana and Digital India, evaluating their effectiveness and identifying
areas for improvement. Real-world case studies will illustrate the tangible benefits experienced by MSMEs due to
infrastructure enhancements, as well as the ongoing challenges that need to be addressed. By providing insights into
current infrastructure developments and their implications, this seminar aims to foster a deeper understanding of how
strategic investments in infrastructure can facilitate MSME growth and contribute to broader economic development.
Participants will gain valuable perspectives on overcoming infrastructure-related barriers and leveraging upcoming
projects to drive MSME success.

Keywords: infrastructure development, MSMEs (micro, small, and medium enterprises), economic growth, transportation
infrastructure, logistics and supply chain, energy infrastructure, digital connectivity, government policies, business
operations, case studies, government initiatives, investment impact, operational efficiency, cost reduction, sustainable
development, supply chain optimization, economic development, infrastructure challenges, market access, technological
advancements

Introduction and the growth trajectories of MSMEs in India.
Infrastructure development is a fundamental pillar  |nfrastructure encompasses a wide range of elements,
supporting  economic  progress and  business jncluding transportation networks, energy supply,
expansion. In the context of India's vibrant economy,  jgital connectivity, and logistics facilities. Each of
Micro, Small, and Medium Enterprises (MSMES)  these components plays a critical role in shaping the

play a pivotal role, contributing significantly to  operational efficiency and competitiveness of
employment, innovation, and regional development.  MSMEs.

However, the growth and success of these enterprises Effective transportation infrastructure reduces
are intricately linked to the quality and extent of |ogistical costs and improves access to markets, both
infrastructure available to them. This seminar topic, domestically and internationally. Reliable energy
“The Impact of Infrastructure Development on jnfrastructure ensures uninterrupted production and

MSME Growth,” seeks to explore the crucial  gperational stability, while robust digital connectivity
relationship between infrastructure advancements  facilitates greater market reach and innovation.
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Additionally, efficient logistics and supply chain
infrastructure enhance the ability of MSMEs to
manage their resources effectively and respond
swiftly to market demands. Despite the undeniable
benefits, many MSMEs face significant challenges
due to inadequate infrastructure, which can stifle
their growth and limit their potential. Recognizing
and addressing these challenges is crucial for
unlocking the full potential of MSMEs and ensuring
they can contribute to and benefit from India's
economic growth.

Through this seminar, we will delve into how
various facets of infrastructure development impact
MSME performance, examine real-world case
studies of successful infrastructure improvements,
and discuss government initiatives aimed at
supporting  MSMEs. By understanding these
dynamics, we aim to provide valuable insights into
how targeted infrastructure investments can drive
MSME growth and foster a more inclusive and
sustainable economic environment. We explore these
critical connections and discuss actionable strategies
for leveraging infrastructure development to bolster
the MSME sector and, consequently, India's broader
economic landscape. However, their growth potential
is deeply intertwined with the quality and reach of
infrastructure.

Special Issue 1

1. Importance of Infrastructure for MSMEs
Infrastructure encompasses various components

such as transportation networks, energy supply,

digital connectivity, and logistics facilities. Each of
these elements plays a vital role in determining the
operational efficiency and growth prospects of

MSMEs.

e Transportation Infrastructure:
transportation  networks—including  roads,
railways, airports, and ports—facilitate the
movement of goods and reduce logistics costs.
For MSMEs, reliable transportation is crucial for
accessing markets, sourcing raw materials, and
delivering products. Improved connectivity
helps MSMEs expand their reach and compete
more effectively.

Efficient
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e Energy Infrastructure: Reliable and affordable
energy supply is fundamental for MSME
operations. Inconsistent or costly energy can
lead to increased production costs and
operational disruptions. Investments in energy
infrastructure, including renewable energy
sources, can enhance production stability and
reduce expenses for MSMEs.

¢ Digital Connectivity: In the digital age, robust
internet and communication infrastructure are
essential for MSME growth. Digital tools and
platforms enable MSMEs to access new
markets, engage in e-commerce, and streamline
operations. High-speed internet and
technological infrastructure support innovation
and enhance business capabilities.

e Logistics and Supply Chain Management:
Efficient  logistics and  supply chain
infrastructure, including warehousing and
distribution networks, are critical for MSMEs to
manage inventory, reduce lead times, and
respond quickly to market demands. Investment
in logistics infrastructure can lead to cost
savings and improved operational efficiency.

2. Government Initiatives and Policies

The Indian government has launched several
initiatives to enhance infrastructure and support
MSMEs. Programs such as the Pradhan Mantri
MUDRA Yojana, Digital India, and the creation of
logistics parks aim to address infrastructure gaps and
providle MSMEs with better resources and
opportunities. Evaluating the impact of these
initiatives helps identify successes and areas for
improvement.

3. Challenges Faced by MSMEs

Despite the progress in infrastructure development,
MSMEs often face challenges such as inadequate
infrastructure in remote areas, high costs of
infrastructure development, and bureaucratic hurdles.
These challenges can hinder MSME growth and limit
their ability to capitalize on infrastructural benefits.

65 Roots International Journal of Multidisciplinary Researches



4. Case Studies and Real-World Examples
Examining case studies of MSMEs that have
successfully leveraged improved infrastructure can
provide valuable insights. Examples may include
businesses that have expanded their operations due to
better transportation links or those that have
enhanced their productivity through reliable energy
sources.

Special Issue 1

5. Future Outlook and Recommendations
Looking ahead, continued investment in
infrastructure is essential for sustaining MSME
growth. Future infrastructure projects, including
smart cities, advanced logistics hubs, and digital
networks, hold the potential to further support
MSMEs. Recommendations for policymakers,
industry stakeholders, and MSMEs will focus on
addressing infrastructure  gaps, promoting
sustainability, and fostering collaborative efforts to
create a more conducive environment for MSME
growth.

Conclusion

Infrastructure development has a profound impact on
MSME growth, influencing operational efficiency,
market access, and overall competitiveness. By
understanding the relationship between infrastructure
and MSME performance, stakeholders can better
support these enterprises and contribute to a more
robust and inclusive economic landscape. Addressing
infrastructure challenges and leveraging upcoming
hts from India. UNDP India.
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developments will be key to unlocking the full
potential of India’s MSME sector.
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Abstract
Micro, Small and Medium Enterprises (MSMEs) are the backbone of the economy, making significant contributions to

GDP, employment and exports. In the swiftly evolving digital landscape, equipping MSMEs with digital tools and e-
commerce platforms is vital for their growth, competitiveness, and long-term viability. Digital transformation provides
MSMEs with access to broader markets, enhances operational efficiency, and fosters innovation. Government initiatives
like Digital India and the Open Network for Digital Commerce (ONDC) are offering crucial support through
infrastructure development, financial aid and skill training. Despite facing challenges such as limited digital literacy,
cyber security risks and restricted capital access, MSMEs stand to benefit greatly from adopting digital solutions. By
overcoming these obstacles and promoting inclusive digital policies, MSMEs can significantly contribute to economic
growth, reduce unemployment and enhance global competitiveness, positioning themselves as key players in India’s digital
economy. This article examines how MSMEs can expand their market reach, improve operational productivity, and drive

innovation by embracing e-commerce, digital payment systems and cloud technologies.
Keywords: Digital transformation, MSMEs, GDP, e-commerce, unemployment, global competition, digital economy

Introduction

Small businesses and start-ups play a pivotal role in
India's economic evolution, contributing significantly
to growth, employment and exports. For India to
become the world’s third-largest economy, scaling
these businesses is crucial. The Forbes India Small
Business Summit, supported by the PhonePe
Payment Gateway (PhonePe PG), aims to explore
how these dynamic businesses can achieve global
recognition  through digital innovation and
collaboration. By gathering a diverse group of
entrepreneurs, business leaders, policymakers, and
key facilitators, the summit seeks to equip aspiring
entrepreneurs with the necessary tools, resources and
support for success. Empowering MSMEs through
digital e-commerce is fundamental to driving India’s
economic advancement. By addressing obstacles and
leveraging government support, MSMEs can access
new markets, improve operational efficiency and
strengthen their role in the digital economy. This
transformation will benefit not only individual
enterprises but also contribute to a more resilient and
inclusive economy.

Integrating MSMEs into e-commerce platforms
offers a significant growth avenue but comes with
complex challenges. These platforms promise wider
market reach, a larger customer base, and enhanced
sales, facilitating international trade and scalable
business operations. However, challenges like
establishing a digital presence, efficiently managing
e-commerce logistics, tackling cybersecurity risks,
and managing digital marketing costs must be
navigated.

India’s vibrant MSME sector, with over 63
million enterprises, is at a critical crossroads.
Automation and Al hold the potential to
revolutionize this sector, offering unprecedented
growth opportunities. Yet, issues such as potential
job displacement and the need for reskilling must be
addressed to harness the full potential of MSMEs.

MSMEs are integral to India's economic
development, contributing around 30% to GDP, over
35% to manufacturing output, 40-45% to exports and
employing more than 110 million individuals.
Despite their significance, the sector faces challenges
such as limited resources, scalability limitations, lack
of capital and shortages of skilled labor, which have
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historically hindered progress. Fintech companies are
now bridging these gaps with innovative solutions,
enabling rapid growth and enhancing financial
inclusion.

Empowering MSMEs with a Digital Toolbox
Fintech companies play a critical role in equipping
MSMEs with an array of digital tools, including HR
solutions for payroll management and onboarding,
accounting software for automating financial tasks,
inventory systems for managing stock, project
management tools for team alignment and
communication apps for smooth connectivity. Big
data analytics helps businesses understand market
trends and consumer behavior. E-commerce
platforms eliminate geographical barriers, offering
MSMEs access to a global customer base.

Credit Facilitation: Fueling Growth

Access to timely credit is essential for the growth
and success of MSMEs. Government initiatives like
Atmanirbhar Bharat and Make in India aim to
strengthen the sector, reflected by the significant
increase in registrations on the UDYAM portal.
Fintech firms and NBFCs are leading the lending
revolution with innovative solutions that drive
efficiency and growth.

Before fintech innovations, obtaining credit was
challenging for MSME founders with low or no
credit scores. Banks and financial institutions
preferred lending to established businesses to
maintain secure portfolios. The shift towards digital
transactions by MSMEs has created a digital trail of
financial activity, enabling fintech players to assess
creditworthiness and offer instant credit. Regular
digital transactions provide insights into a business'
financial health and growth potential. Digital lending
platforms and micro-lending facilities enable
MSMEs to scale up quickly without disruptions.

Automation and Al: A Double-Edged Sword

Automation and Al are poised to revolutionize
MSMEs by streamlining operations, boosting
productivity and reducing costs. Automation can
handle repetitive tasks, freeing human resources for
strategic and knowledge-based roles. Al uses data
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analytics to provide insights for informed decision-
making and personalized customer interactions.
However, automation could potentially displace
approximately 23% of jobs in India by 2025,
according to a World Economic Forum report,
emphasizing the need for proactive reskilling and
workforce adaptation. While concerns about job
losses persist, a promising perspective is emerging,
Al can not only increase efficiency but also generate
new job opportunities for those skilled in its use.
According to a PwC survey, 51% of Indian
professionals believe Al will enhance their
productivity. This suggests that Al and automation
could complement human capabilities, fostering
global innovation and economic growth. With the
right skills and adaptability, Al can expand
possibilities rather than limit them.

Reskilling and Lifelong Learning: The Imperative
As automation and Al reshape businesses, workforce
reskilling becomes essential. The future workforce
must possess digital literacy, data analysis skills and
a fundamental understanding of Al and machine
learning. Encouraging lifelong learning and fostering
a culture of continuous skill development is vital.

The Collaboration between governments,
educational institutions and industries is necessary to
create comprehensive training programs. The Skill
India Mission is a noteworthy initiative by the Indian
government, aiming to train over 400 million people
in various skills. However, these programs need
further expansion and customization to address the
specific needs of the MSME sector.

The successful integration of automation and

emerging technologies relies on collaboration.
Governments can offer policy support and
incentives, academic institutions can provide

research and training, while industries can drive
innovation and  implementation.  Partnerships
between MSMEs and tech firms can facilitate the
adoption of tailored solutions. Additionally, creating
a supportive ecosystem with access to funding,
infrastructure and mentorship is crucial.
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Government Initiatives

The government’s vision of Digital India acts as a
bridge, connecting MSMEs to the digital world,
enabling them to reach their full potential and thrive
in the digital era. Efforts are underway to make
Digital India successful by launching various
programs, schemes, and networks that help MSMEs
save time and money while boosting their operations.
Two key schemes that have empowered MSME
growth in India are:

Emergency Credit Line Guarantee Scheme
(ECLGS)

ECLGS was launched in May 2020 as part of the
Aatmanirbhar Bharat Abhiyaan, the Emergency
Credit Line Guarantee Scheme (ECLGS) aims to
support eligible MSMEs and other business
enterprises in meeting operational liabilities and
restarting their businesses amidst the disruption
caused by the COVID-19 pandemic. The scheme
covers all sectors of the economy, offering 100%
guarantees to Member Lending Institutions (MLISs)
on the credit facilities extended to eligible borrowers.
The structure allows easy access to credit, with pre-
approved loans based on the borrower’s existing
credit standing and no fresh appraisal by lenders.
Interest rates are capped to reduce credit costs, and
loans are sanctioned without processing charges or
guarantee fees.

Open Network for Digital Commerce (ONDC)
The Open Network for Digital Commerce (ONDC)
is an open protocol-based network designed to
facilitate local commerce in various sectors,
including mobility, groceries, food delivery, hotel
bookings and travel. ONDC aims to curb digital
monopolies, support MSMEs and small traders by
connecting them to online platforms. It encourages
innovation in digital commerce applications and
services by leveraging open APIs and open-source
technologies. This initiative aims to promote digital
inclusion and support the growth of India’s digital
economy.

The digital transformation of Micro, Small and
Medium Enterprises (MSMEs) has significantly
enhanced their potential to generate employment
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opportunities. By embracing digital tools, MSMEs
can expand their reach beyond local markets,
catering to a global customer base. This expansion
creates a higher demand for workers across various
sectors, including customer service, logistics and IT.
As these businesses scale their operations digitally,
they require a skilled workforce to handle digital
marketing, data analysis, software development and
other emerging technological needs, leading to the
creation of new jobs and career paths.

Furthermore, the integration of digital
technologies in MSMEs has also fostered the growth
of a new wave of remote and gig economy jobs. The
rise of online platforms and e-commerce channels
allows MSMEs to hire freelancers and remote
workers for tasks like content creation, graphic
design, digital marketing and more. This has opened
up job opportunities for individuals in both urban and
rural areas, enabling them to work from home or as
part-time employees. As a result, MSMEs contribute
to employment generation in a more inclusive
manner, offering flexible work options for a diverse
workforce.

Additionally, the digital shift in MSMEs has
encouraged the creation of new training and
educational programs to equip individuals with the
necessary skills for the modern workforce.
Government initiatives like Skill India, coupled with
online learning platforms, are empowering workers
to up skill and adapt to the digital landscape. As
MSMEs continue to thrive in the digital economy,
the demand for digitally literate workers will
increase, benefiting both job seekers and businesses.
Ultimately, the growth of MSMEs in the digital
network not only drives economic progress but also
promotes job creation and skill development, leading
to a more resilient and inclusive labor market.

Digital ~ e-commerce  growth  stimulates
employment in logistics, digital marketing, customer
service and IT support. States with thriving MSME
sectors, such as Uttar Pradesh, West Bengal and
Karnataka, benefit from reduced unemployment
rates.  E-commerce allows  women, rural
entrepreneurs and marginalized communities to
participate in  business, enhancing economic
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inclusion and local development has increased on
one side. On the other side, the empowerment of
rural MSMEs helps, as e-commerce enables rural
artisans, farmers and small businesses to sell their
products beyond local markets, improving
livelihoods in states like Madhya Pradesh, Assam,
and Jharkhand.

States benefit from investments in broadband
connectivity, digital payment systems and logistics
infrastructure to support MSMEs in e-commerce.
Initiatives like Digital India and Bharat Net have
improved rural connectivity, aiding states like Bihar,
Odisha and Rajasthan. States also developing smart
cities see complementary growth in MSMEs
adopting digital tools, boosting both urban and rural
economies. States investing in tech parks and startup
incubators, such as Karnataka’s Bengaluru and
Telangana’s Hyderabad, foster
entrepreneurship among MSMEs.

innovation and

Challenges of MSMEs in the digital network
The digital transformation of MSMEs through
fintech has opened up new opportunities but also
introduced several challenges. One of the primary
obstacles is the limited digital literacy among MSME
owners and employees. Many small business owners
lack the necessary skills to adopt and use fintech
tools effectively, which can result in resistance to
digital adoption. Without proper training and
support, these businesses struggle to integrate digital
financial solutions into their operations, limiting their
ability to improve productivity and efficiency.

Another significant challenge is the difficulty in
accessing financing through digital platforms.
Although fintech solutions offer alternative lending
options, MSMEs often face stringent eligibility
requirements that they cannot meet, such as credit
history and collateral demands. This barrier prevents
many small businesses from tapping into the
financial resources they need to scale and innovate.
In addition, MSMEs often lack the necessary
infrastructure, such as reliable internet and devices,
to fully participate in digital financial services,
especially in rural or underserved regions.

Finally, cyber security remains a major concern
for MSMEs adopting fintech solutions. As small
businesses increasingly rely on digital platforms for
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payments, lending and other financial services, they
become vulnerable to cyber-attacks and fraud. Many
MSMEs do not have the resources to implement
robust cyber security measures, which makes them
easy targets for hackers. Additionally, the constantly
evolving regulatory landscape surrounding fintech
creates compliance challenges, as MSMEs must
navigate complex legal frameworks to ensure they
adhere to data protection and financial transaction
laws. These challenges require continued support and
innovation to ensure that MSMEs can safely and
effectively leverage fintech for growth.

Opportunities for MSMEs in the
framework in the future

The future of MSME (Micro, Small and Medium
Enterprises) digital networks presents numerous
opportunities, especially as the world continues to
embrace digital transformation. As technology
evolves, MSMEs can benefit from greater
connectivity and access to digital tools that enhance
their productivity. With the rise of cloud computing,
data analytics, and Al, MSMEs can streamline
operations, improve decision-making, and offer more
personalized  services to customers. These
advancements enable small businesses to compete on
a global scale, providing them with opportunities
previously reserved for larger enterprises.

Another significant opportunity lies in the

increased availability of digital platforms designed
specifically for MSMEs. E-commerce platforms,
digital payment systems and business-to-business
(B2B) networks are reshaping how small businesses
operate. By adopting these platforms, MSMEs can
reach a broader customer base, both locally and
internationally, without the need for substantial
upfront investments. The digitalization of supply
chains also allows MSMEs to source materials,
manage inventory and deliver products more
efficiently, cutting down costs and improving
operational efficiency.

The growth of digital marketing and social
media also presents MSMEs with the opportunity to
increase visibility and engagement with their target
audiences. With limited marketing budgets, small
businesses can leverage online advertising, social
media platforms, and search engine optimization

digital
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(SEO) to enhance their brand presence. This reduces
the reliance on traditional advertising methods and
enables MSMEs to directly reach their customers
through tailored content, promoting brand loyalty
and boosting sales.

Lastly, the government’s focus on MSME
digitalization through various initiatives, such as
subsidies, training programs and digital literacy
campaigns, is another promising aspect. By fostering
an ecosystem that supports digital adoption, MSMEs
are empowered to take advantage of the growing
digital economy. As more MSMEs embrace
technology, it will not only boost their individual
growth but contribute to the overall economic
development by creating more jobs and promoting
inclusive growth across different sectors.

Special Issue 1

Conclusion

In conclusion, empowering MSMEs in the digital era
is crucial for their growth and long-term success. The
integration of digital technologies opens up new
avenues for market expansion, improved operational
efficiency, and fostering innovation. By adopting
digital tools such as e-commerce platforms, cloud
computing, and digital marketing, MSMEs can
overcome traditional barriers like limited resources
and geographic constraints. Governments, financial
institutions, and industry leaders must collaborate to
provide essential support such as training,
infrastructure and funding, ensuring MSMEs are
prepared to thrive in an increasingly digital world.
Ultimately, empowering MSMEs with digital tools
will not only drive their success but also contribute
to broader economic growth and job creation
globally.
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Micro, Small, and Medium Enterprises (MSMEs) are truly the backbone of the Indian economy. Their influence reaches
deep into rural development, empowering communities and driving progress in countless ways. The Indian government
consistently recognizes MSMEs' significant contributions to the nation's GDP, regularly rolling out programs designed to
nurture and invigorate this vital sector. When we talk about MSMEs and rural development, we can't overstate the
importance of small-scale and cottage industries. Traditional crafts like cotton weaving, silk weaving, and handicrafts
have been foundational to regional growth. They've been instrumental in eradicating poverty, generating employment, and

fueling overall economic prosperity in these areas.

Keywords: micro, small and medium enterprises, economic development, industrial development, economic growth,

contributions, Indian economy

Introduction

The Micro, Small, and Medium Enterprises
(MSMED) Act of 2006 formally established India's
MSME sector, encompassing businesses involved in
manufacturing, processing, or preserving goods.
More recently, under the Atma Nirbhar Bharat
Abhiyan of 2020, MSMEs are now categorized
primarily by their investment levels. The significance
of MSMEs to the Indian economy is undeniable for
several compelling reasons. They are a critical source
of employment, especially in economically
disadvantaged regions, directly contributing to
poverty alleviation and fostering inclusive growth.
Beyond that, MSMEs strengthen India's export
potential, boosting international trade and promoting
economic  stability. They also  champion
entrepreneurship and innovation, fueling
competitiveness and productivity across the entire
economy. Thanks to sustained government initiatives
and support, the MSME sector continues to flourish,
making substantial and ongoing contributions to
India's GDP and overall economic development.

How MSMEs are classified

The MSME sector is in credibly diverse, spanning
businesses in manufacturing, processing, and services.
While traditionally classified by their activity, the

modern classification of MSMEs is now primarily

based on their investment amount and annual

turnover.

Historically, the categorization of Micro, Small,
and Medium Enterprises (MSMES) hinged on their
operational focus — whether they were engaged in
manufacturing or service provision. However, the
paradigm has shifted. Today, the primary
determinants for classifying MSMEs are their
investment outlay and annual turnover. The most
recent criteria are delineated as follows:

e Micro Enterprises: These are businesses
characterized by an investment not exceeding

e Ilcrore and an annual turnover of less than 5
crore.

e Small Enterprises: To qualify as a small
enterprise, a business must demonstrate an
investment below 10 crore and an annual
turnover under %50 crore.

e Medium Enterprises: This category encompasses
businesses with an investment capped at 50
crore and an annual turnover not surpassing
%250 crore.
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The Indispensable Role of MSMEs in India's

Economic Evolution

The MSME sector is not merely a component of

India's economy; it is a vital engine driving its

development, particularly through several key

contributions:

e Catalyst for Employment: MSMEs stand as
formidable job creators, especially in regions
that have historically faced economic
disadvantages. They open doors for both skilled
professionals and unskilled laborers, directly
combating unemployment and bolstering the
nation's workforce.

e Incubator of Entrepreneurship: These
enterprises cultivate a fertile ground for
entrepreneurial spirit. By offering accessible
entry points with relatively modest investment
requirements, MSMEs empower individuals to
launch and scale their ventures. This
environment nurtures innovation and creativity,
injecting dynamism into the economy and
fostering a widespread culture of business
acumen.

e Engine of Regional Equity: MSMEs are
instrumental in promoting balanced regional
growth. Their presence in remote or
underdeveloped areas decentralizes economic
activity, diminishing the over-concentration of
industries in metropolitan hubs. This strategic
dispersion  broadens economic  prospects,
extending opportunities in to rural and semi-
urban landscapes.

e Driver of Export Growth: Contributing
substantially to India's export ambitions,
MSMEs produce an extensive array of goods
and services for the global market. They
frequently carve out specialized niches, catering
to meeting specific market demands, thereby
boosting the country's export competitiveness
and broadening its global market foot print.
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Economic Diversification

MSMEs are crucial for economic diversification,
operating across a wide array of sectors including
manufacturing,  services,  agri-business, and

October 2025 ISSN: 2349-8684

technology. Their widespread presence lessens the
economy's dependence on any single sector, making
it more robust and resilient to external shocks and
market volatility.

Fostering Innovation

Often described as hot beds of innovation, MSMEs
are continuously developing novel products,
processes, and technologies to maintain their
competitive edge. They are instrumental in driving
technological advancements, enhancing productivity,
and facilitating the adoption of innovative practices
across various industries, all of which contribute
significantly to overall economic growth and
development.

Reducing Income Disparities

MSMEs play a pivotal role in narrowing income
disparities by creating opportunities for wealth
generation and income creation across diverse
segments of society.

Bolstering Large Industries

A significant function of MSMEs is the role as
suppliers and subcontractors to larger industries.
They provide essential goods, components and
services, there by strengthening the value chain of
major enterprises by offering specialized products,
customized solutions, and cost-effective services.

MSMEs" Indispensable Contributions to the
Indian Economy

MSMEs are of paramount importance to India's
economic development, acting as engines of growth
and catalysts for socio-economic progress. These
enterprises are fundamental to job creation,
especially in rural and underserved regions, playing a
vital role in reducing unemployment and poverty.
With nearly 63 million MSMEs operating nation-
wide, they contribute approximately 8% of India's
GDP, account for 45% of manufacturing output, and
generate around 40% of exports, unequivocally
cementing their status as the backbone of the
economy. The Ministry of Micro, Small, and
Medium Enterprises (MSME) plays a pivotal role in
nurturing this sector, with significant backing from
both central and state governments.
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This collaborative support has been instrumental
in the MSME sector's impressive growth trajectory.
By championing the Khadi, Village, and Coir
industries, MSMEs have  spurred rural
industrialization and empowered local communities,
fostering a more balanced economic landscape.
MSMEs have consistently shown remarkable
resilience, even when facing severe headwinds like
the COVID-19 pandemic. They were a critical force
in India's economic recovery, a testament to their
inherent  strength.  Government interventions,
including various relief measures and financial aid
programs, further fortified the sector, enabling it to
absorb economic shocks and maintain its growth
momentum.
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Key Obstacles Facing the MSME Sector

Despite their significant contributions, MSMEs

contend with arrange of substantial challenges:

e Talent Gap: A persistent shortage of skilled
personnel hampers productivity and stifles
growth within these enterprises.

e Funding Hurdles: Limited access to credit and
financial resources remains a major constraint,
impeding MSMEs' ability to invest in expansion
and new initiatives. Institutions like Kotak
Mahindra Bank are stepping in, offering
business loans of up to <Rlcrore without
collateral to address this specific need.

e Intense Competition. MSMEs face fierce
domestic and global competition, making it
tough to hold onto market share and ensure
profitability.

e Technological Lag: Adopting and integrating
modern  technologies  presents  significant
difficulties, often due to resource limitations and
inherent technological barriers.
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e Infrastructure Deficiencies: Inadequate
infrastructure, encompassing energy,

transportation, and telecommunications, directly
impacts MSMEs' operational efficiency and their
ability to compete effectively.

e Regulatory Burden: Complex regulatory frame
works and cumber some bureaucratic procedures
impose substantial compliance burdens and
administrative challenges.

e  Vulnerability to Crises; MSMEs are a cutely
susceptible to various emergencies, from natural
disasters to economic downturns, which can
severely disrupt to operations and threaten their
very survival.

Current Landscape of Registered Small-Scale
Industries in India

For micro, small, and medium-scale industries,
registering an MSME on the Udyam portal is highly
recommended to unlock specific benefits. As of
May2024, the Udyam portal's fact sheet reveals that
a staggering 31,257,136 units are officially registered
as micro-enterprises.

Additionally, the Udyam portal records 731,509
units as small enterprises and 68,959 units as
medium enterprises. This brings the grand total of
businesses officially registered on the MSME Udyam
portal to 32,057,604 units. It's important to note,
however, that this figure only represents businesses
that have formally registered; countless other small
businesses across India operate without this official
designation.

State Wise Distribution for Micro, Small, Medium
Industries (2023-2024)

Total Udhayam
S.No Name of the State Micro Small Medium Registration
1 ANDHRA PRADESH 1179061 24804 1976 1205841
ARUNACHAL

2 PRADESH 16704 394 37 17135

3 ASSAM 642313 9869 859 653041
4 BIHAR 1287037 19227 1027 1307291
5 CHHATTISGARH 452380 12010 1289 465679
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6 GOA 62538 1712 157 64407
7 GUJARAT 2106068 83230 8525 2197823
8 HARYANA 977224 34359 3312 1014895
9 HIMACHAL PRADESH 187947 3912 445 192304
10 JHARKHAND 529510 8949 661 539120
11 KARNATAKA 1781562 46428 4382 1832372
12 KERALA 744127 19048 1461 764636
13 MADHYA PRADESH 1535196 29894 2266 1567356
14 MAHARASHTRA 5043399 106672 12314 5162385
15 MANIPUR 83302 674 38 84014
16 MEGHALAYA 28617 501 61 29179
17 MIZORAM 27854 202 11 28067
18 NAGALAND 29991 245 17 30253
19 ODISHA 941829 14841 1096 957766
20 PUNJAB 1168795 27192 2460 1198447
21 RAJASTHAN 2213661 42656 3428 2259745
22 SIKKIM 13012 194 19 13225
23 TAMIL NADU 3035209 59762 5325 3100296
24 TELANGANA 1113898 27911 3132 1144941
25 TRIPURA 72633 991 72 73696
26 UTTAR PRADESH 3001376 62326 4824 3068526
27 UTTARAKHAND 304843 6322 541 311706
28 WEST BENGAL 1359655 36304 3279 1399238
ANDAMAN
29 & NICOBAR ISLANDS 14092 274 14 14380
30 CHANDIGARH 45287 1987 208 47482
31 DELHI 713540 41036 5003 759579
32 JAMMU AND KASHMIR 466103 5209 353 471665
33 LADAKH 11849 143 4 11996
34 LAKSHADWEEP 1113 1 0 1114
35 PUDUCHERRY 44854 953 127 45934
THE DADRA AND

36 NAGAR HAVELI AND 20557 1277 236 22070

DAMAN AND DIU

Total 31257136 731509 68959 32057604

Source: https://dashboard.msme.gov.in

Conclusion

MSMEs play a vital role in India’s economic
landscape. Being the backbone of the Indian
economy, substantial contributions to GDP, job
creation, exports and innovation are instrumental in
achieving the government’s vision of elevating India
into a $5 trillion economy by 2025. Collateral-free

assistance or sovereign credit guarantees to the
Micro, small and medium enterprises (MSMEs) will
ease the financial crunch. However, the government
should devise this scheme in such a way that the
issue of moral hazard can be averted.

MSME filing is a critical aspect of maintaining
compliance, accessing benefits, and ensuring the
growth and sustainability of micro, small, and
medium enterprises in India. By understanding the
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registration and filing process, MSMEs can leverage
government schemes and financial support to
enhance their operations and contribute to the overall
economic development of the country.
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Abstract

Rural industrialization is a crucial aspect of national development strategies, particularly in countries with large rural
populations. By focusing on sustainable industrial growth in these areas, it is possible to achieve more inclusive and
balanced economic development. Rural industries, including agro-based industries, small-scale manufacturing, and
cottage industries, play a significant role in India's economy. The exact contribution of rural industrialization to India's
GDP is not distinctly separated in official statistics. However, it is estimated that small and medium enterprises (SMEs),
many of which operate in rural areas, contribute around 30-35% to the GDP. Rural industries are vital for employment
generation and income in these regions. The agriculture sector, including agro-based industries, contributes around 16-
17% to India's GDP. A significant portion of this comes from rural areas, where agro-industrial activities like food
processing, dairy, and textiles are prominent. The Micro, Small, and Medium Enterprises (MSME) sector, which includes
many rural industries, accounts for about 30% of India's GDP and employs over 110 million people, a large portion of
whom are in rural areas.

Keywords: rural industrialization, national development strategies, sustainable industrial growth, inclusive economic
development, balanced economic development, agro-based industries, small-scale manufacturing, cottage industries,
employment generation, food processing & economic growth

Introduction

Rural industrialization refers to the process of
developing industries in rural areas. It involves
establishing small-scale and cottage industries, agro-
based industries, and even some medium-sized
industries outside of urban centers. This approach is
often pursued as a strategy for promoting balanced
regional development, reducing migration from rural
to urban areas, and improving the socio-economic
conditions of rural populations. Below are some key
aspects of rural industrialization:

Types of Industries

Agro-based industries: These industries rely on raw
materials from agriculture, such as food processing,
textiles, and dairy products. Cottage and small-scale
industries: These include handloom weaving,
pottery, handicrafts, and other traditional crafts.
Forest-based industries: Utilizing resources from

forests, such as wood, bamboo, and other non-timber
products. Village industries: Small industries that
operate in villages, often with local resources and
labor.

Challenges

Lack of infrastructure: Rural areas often have poor
infrastructure, including roads, electricity, and water
supply.

Access to capital: Small industries in rural areas
may struggle to access finance for growth and
development.

Skill development: Rural populations may need
training and skill development to participate
effectively in industrial activities.

Market access: Reaching broader markets can
be difficult due to geographical isolation and
inadequate transportation networks.
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Government Initiatives

Subsidies and incentives: Governments often
provide financial incentives to encourage industrial
development in rural areas. Skill development
programs: Training programs to enhance the skills

Special Issue 1

of the rural  workforce. Infrastructure
development: Investment in improving roads,
electricity, and other essential infrastructure.

Promotion of cooperatives: Encouraging the
formation of cooperatives to help small producers
gain better market access and negotiate better prices.

Objectives

e To know the generating employment and
income in rural areas

e To assess by providing employment
opportunities locally, the pressure on urban areas
can be reduced

e To analyse the rural areas often have untapped
resources, both natural and human, which can be
harnessed

e To understand the reducing disparities between
urban and rural areas by spreading industrial
development

Evolution of Rural Industrialization

Before independence, rural industrialization in India
was primarily characterized by cottage industries and
traditional crafts. These included handloom weaving,
pottery, carpentry, and other small-scale industries
that were largely family-owned and operated within
rural communities.

The British colonial policies adversely affected
traditional rural industries. The focus on raw material
extraction and the import of finished goods from
Britain led to the decline of many indigenous
industries.

After independence, India's economic policies
were heavily focused on large-scale industrialization
to promote  self-reliance. =~ However, rural
industrialization was not a priority in the early years.

The first five-year plan emphasized the
importance of promoting small-scale and cottage
industries to provide employment in rural areas. This
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marked the beginning of policy attention toward
rural industrialization.

Established in 1956, KVIC was a significant
step towards promoting rural industries, particularly
in the sectors of khadi, village, and cottage
industries. The government initiated various rural
development programs, such as the Community
Development Program (1952) and the Small
Industries Development Organization (SIDO, 1954),
to encourage small-scale industries in rural areas.
The Green Revolution in the 1960s led to significant
agricultural development, particularly in states like
Punjab, Haryana, and Tamil Nadu. This increased
rural incomes and created a demand for agro-based
industries. The increased agricultural productivity
fostered the growth of agro-based industries, such as
food processing, sugar mills, and cotton ginning in
rural areas.

The economic reforms of 1991 marked a shift
towards a market-driven economy. While the focus
was on urban industrial growth, rural areas began to
see the impact of liberalization through increased
investment in agro-industries and small-scale
enterprises. The government introduced various
schemes to promote SMEs in rural areas, such as the
Prime Minister’s Rozgar Yojana (PMRY) in 1993
and the Credit Guarantee Fund Scheme for Micro
and Small Enterprises (CGTMSE) in 2000. With
globalization, there was an increased demand for
Indian traditional products in international markets,
leading to the growth of handicrafts, textiles, and
other rural industries. The IT boom in India also
impacted rural industrialization by providing new
opportunities for rural Business Process Outsourcing
(BPOs) and e-commerce platforms that connected
rural artisans to global markets.

Introduced in 2005, NREGA (now MGNREGA)
provided employment opportunities in rural areas,
indirectly supporting rural industrialization by
increasing rural purchasing power. The government
has launched various skill development programs to
address the skill gaps in rural areas, enabling the
rural workforce to participate in industrial activities.
The initiatives, launched in 2016, focus on
promoting entrepreneurship in rural areas by
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providing financial support, mentoring, and
networking opportunities to rural entrepreneurs.
Make in India, Launched in 2014, this initiative
encourages manufacturing in India, including in rural
areas, by simplifying regulations and promoting
investment. The Digital India campaign has
improved connectivity in rural areas, enabling the
growth of rural industries, especially in sectors like
e-commerce, where rural artisans can directly reach
customers.

Tamil Nadu has a rich history of traditional
industries such as handlooms, textiles, and
handicrafts, particularly in regions like Coimbatore,
Salem, and Madurai. Tamil Nadu saw significant
industrial growth post-independence, with the
establishment of industrial estates and the promotion
of small-scale industries in rural areas.

The state’s strong agricultural base supported
the growth of agro-based industries, such as rice
mills, sugar mills, and food processing units in rural
regions. Tamil Nadu has developed several industrial
clusters in rural and semi-rural areas, such as the
Tirupur textile cluster, which has become a global
hub for knitwear. The Tamil Nadu government has
introduced various schemes to promote rural
industries, including subsidies, training programs,
and infrastructure development projects like the
establishment of rural industrial estates.

Special Issue 1

Impact

Economic empowerment: Rural industrialization
can lead to improved living standards and economic
empowerment of rural communities.  Social
development: Improved access to education,
healthcare, and other services as a result of economic
growth. Environmental concerns: Care must be
taken to ensure that industrialization does not lead to
environmental degradation in rural areas. Green
revolution industries: Agro-based industries that
emerged due to the Green Revolution in countries
like India. Handloom and handicraft clusters:
Regions where traditional crafts have been
industrialized and commercialized. Food processing
units: Establishing units for processing local
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agricultural produce, such as fruits, vegetables, and
grains.

The contribution of rural industrialization to the
GDP in India and specific states like Tamil Nadu is
challenging to quantify directly, as rural industries
are often integrated into broader sectors like
agriculture, manufacturing, and services. However,
the researcher who has provide an overview of how
rural industrialization contributes to the economy in
these regions.

Tamil Nadu is one of India's more industrialized
states, with a diverse economy that includes
agriculture, manufacturing, and services. Rural
industries in Tamil Nadu contribute significantly to
the state's economy through activities such as
textiles, agro-processing, and cottage industries

Tamil Nadu is a leading state in textile
production, with a significant portion of this industry
located in rural areas like Coimbatore, Tirupur, and
Erode. The textile and garment sector alone
contributes about 12-15% to the state's GDP, with
much of the production happening in rural and semi-
urban areas.

Agriculture contributes around 10% to Tamil
Nadu's GDP, with allied rural industries such as food
processing and dairy adding further value. These
industries are crucial for rural employment and
income. The MSME sector in Tamil Nadu
contributes about 15-17% to the state’s GDP. A
significant proportion of these enterprises are located
in rural areas, involved in activities like leather
production, textiles, and agro-processing. Rural
industrialization is a key source of employment in
both India and Tamil Nadu, helping to reduce rural-
urban migration and ensuring economic stability in
rural areas. By promoting industrial activities in rural
areas, both India and Tamil Nadu aim to achieve
more balanced regional development, reducing
disparities between urban and rural regions.

While the exact share of GDP from rural
industrialization isn't always distinctly categorized, it
is evident that it plays a critical role in the economic
structure of both India and Tamil Nadu, contributing
to overall economic growth, employment, and
regional development.
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Rural industrialization in the Madurai district of
Tamil Nadu involves the promotion and development
of industries in rural areas, aiming to boost the local
economy, create employment opportunities, and
reduce regional disparities. Here’s an overview of the

key aspects.

Madurai district has traditionally been an
agriculture-based economy with limited
industrialization. The rural population largely

depends on farming, making it essential to diversify
income sources. The government has launched
several schemes and programs to promote rural
industrialization, including subsidies, infrastructure
development, and skill development programs.

Agro-Based Industries: Industries based on
agricultural products, such as food processing, dairy,
and textiles, have significant potential in Madurai.
These industries can add value to raw agricultural
products and create jobs.

Handloom and Handicrafts: Madurai has a rich
tradition of handloom and handicrafts, which can be
further developed and modernized to meet market
demands, both domestically and internationally.

Cottage and Small-Scale Industries: Small-scale
industries, including traditional crafts, pottery, and
local product manufacturing, are crucial for rural
industrialization. These industries often require less
capital investment and can operate on a smaller
scale.

Renewable Energy: The promotion of renewable
energy industries, such as solar power units and
biomass plants, is an emerging area for rural
industrialization in Madurai.

Inadequate infrastructure, such as roads, power
supply, and water resources, hampers industrial
development in rural areas.

A lack of skilled labor in rural areas poses a
challenge to the growth of industries. Vocational
training and education programs are essential to
bridge this gap.

Rural entrepreneurs often face difficulties in
accessing finance, which is crucial for setting up and
expanding industries. Microfinance institutions and
government schemes can play a vital role in
addressing this issue. Limited access to markets, both
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domestic and international, is a significant barrier for

rural industries. Improved connectivity and
marketing channels are required to overcome this
challenge.

Rural  industrialization can create  job

opportunities for the local population, reducing
migration to urban areas and improving living
standards. Developing industries based on local
resources and sustainable practices can lead to
balanced regional development without harming the
environment. Reviving traditional industries like
handloom, handicrafts, and agro-based industries can
preserve cultural heritage while providing economic
benefits. Leveraging government schemes like the
Pradhan Mantri MUDRA Yojana (PMMY), Prime
Minister’s Employment Generation Programme
(PMEGP), and various state-level initiatives can
foster rural industrialization.

Conclusion

Rural industrialization in Madurai district is a
pathway to achieving balanced regional development
and improving the socio-economic conditions of the
rural population. With the right mix of government
support, infrastructure development, and skill
enhancement, the district can harness its potential
and transform its rural economy. The evolution of
rural industrialization in India and Tamil Nadu
reflects a gradual shift from traditional, small-scale
industries to a more diversified industrial base that
includes agro-based industries, small and medium
enterprises, and even technology-driven sectors.
Government policies, economic reforms, and global
market dynamics have all played crucial roles in
shaping this evolution.
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The Micro, Small, and Medium Enterprises (MSME) sector is a vital component of India's economy, driving growth,
innovation, and employment. This paper examines the significant contribution of MSMEs to India's GDP and their role in
employment generation. With a vast network of over 63 million units, MSMEs account for nearly 30% of India's GDP,
45% of manufacturing output, and 40% of total exports. Moreover, they provide employment opportunities to over 120
million people, making them the second-largest employer after agriculture. The sector's growth trajectory is critical to
achieving India's vision of becoming a $5 trillion economy. This paper analyzes the sector's performance, identifies key
challenges, and suggests policy interventions to enhance its contribution to GDP and employment generation, thereby

propelling India's economic growth.
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Introduction

India's economic growth story is deeply rooted in the
vibrant Micro, Small, and Medium Enterprises
(MSME) sector, which has emerged as a vital
propeller of growth, innovation, and employment.
With a large share of GDP, exports, and
employment, MSMEs are the backbone of India's
economy, driving growth and development across
various regions and industries. The sector's
significance is further underscored by its resilience
and adaptability, enabling it to navigate economic
uncertainties and contribute to India's vision of
becoming a $5 trillion economy.

The MSME sector’s contribution to India's GDP
is substantial, with estimates suggesting that it
accounts for nearly 30% of the country's GDP.
Moreover, MSMEs are significant employment
generators, providing livelihoods to over 120 million
people, making them the second-largest employer
after agriculture. This paper aims to explore the
MSME sector's role in driving India's growth
trajectory, with a focus on its contribution to GDP

and employment generation. It will examine the
sector's performance, identify key challenges, and
suggest policy interventions to enhance its growth
and development, thereby propelling India's
economic growth.

Review of Literature
Numerous studies have highlighted the significant
contribution of MSMEs to India's economy.
According to a report by the Ministry of MSMEs
(2020), the sector accounts for 29.5% of India's
GDP, 45% of manufacturing output, and 40% of total
exports. A study by the World Bank (2019) noted
that MSMEs generate 120 million jobs, making them
the second-largest employer after agriculture.
Research by Kumar et al. (2018) analyzed the
impact of MSMEs on GDP growth and found a
positive correlation between MSME growth and
GDP growth. Similarly, a study by Singh et al.
(2020) examined the employment generation
potential of MSMEs and found that the sector has the
potential to create 10 million new jobs by 2025.
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Objectives

e Increase the overall GDP of the country,
indicating a growing economy.

e Generate employment opportunities, reducing
unemployment rates and poverty.

e Enhance the overall standard of living for
citizens, providing access to better education,
healthcare, and infrastructure.

1. Economic Diversification and Infrastructure

Investment

e Sectoral Development: Diversify the economy
by developing various sectors such as
technology, manufacturing, agriculture, and
services. This reduces dependence on any single
industry and spreads economic risk.

e Support Emerging Industries: Invest in high-

growth  sectors like renewable energy,
biotechnology, and digital services.
e Transportation Networks: Improve roads,

railways, ports, and airports to enhance logistics
and reduce costs for businesses.

e Energy Infrastructure: Upgrade energy
production and distribution systems to support
industrial growth and ensure reliable supply.

Education and Training

e Expand Access to Education: Improve
educational facilities and ensure access to
quality education for all age groups.

e Vocational and Technical Training: Offer
training programs aligned with current job
market demands to enhance employability.

Entrepreneurship and Business Support

e Encourage Start-Ups: Provide funding,
mentorship, and resources for new businesses.

e Support Small and Medium Enterprises
(SMEs): Offer incentives and support services
to help SMEs grow and create jobs.

Healthcare

e Expand Access: Build more healthcare facilities
and improve access to medical services in
underserved areas.
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e Increase Funding: Invest in healthcare
infrastructure, technology, and medical research
to improve service quality and outcomes.

Challenges and Support Measures:

Access to Finance: MSMEs often struggle with
accessing affordable finance and credit, which can
hinder their growth and stability.

Regulatory Hurdles: Compliance with complex
regulatory requirements can be challenging for
MSMEs, impacting their operational efficiency.

Government Initiatives: Various government
schemes and policies aim to support MSMEs through
subsidies, loans, and infrastructure development.
Examples include the Pradhan Mantri Mudra Yojana
(PMMY) and the Make in India initiative.

Capacity Building: Programs to enhance
managerial and technical skills among MSME
owners and employees are crucial for improving
their productivity and competitiveness.

MSME Sector's Employment Generation

Year E.mplc_)y_m ent Percentage
(in millions)

Manufacturing 40 33.3%
Services 30 25%
Trading 20 16.7%

FOOd. 15 12.5%
Processing
Textiles 10 8.3%
Others 25 20.8%
Total 120 100%

Source: compiled by the author using various reports
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MSME Sector's GDP Contribution

GDP
Year Contribution Growth Rate
(in X trillion
2015-16 10.5 -
2016-17 11.2 6.7%
2017-18 12.1 8.0%
2018-19| 13.5 11.6%
2019-20 14.8 9.6%
2020-21 16.2 9.5%
Sales
m 1st Qtr
W 2nd Qtr
3rd Qtr
4th Qtr
Conclusion

The MSME sector is a vital component of India's
economy, driving growth, innovation, and
employment. With a significant contribution to GDP,
exports, and employment, MSMEs are the backbone
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of India's economic growth. The sector's resilience
and adaptability have enabled it to navigate
economic uncertainties and contribute to India's
vision of becoming a $5 trillion economy. In
conclusion, the MSME sector is a propeller of
growth trajectory in India, and its growth and
development are crucial for achieving India's
economic goals. By addressing the sector's
challenges and leveraging its strengths, India can
unlock the full potential of MSMEs and drive
sustainable economic growth.
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Abstract
The Micro, Small, and Medium Enterprises (MSME) sector is the backbone of India’s economy, contributing significantly

to employment, exports, and GDP growth. In recent years, MSMEs have emerged as a driving force behind innovation and
entrepreneurship in the country. This paper explores the key factors driving MSME innovation and entrepreneurship in
India, including government initiatives, technological advancements, and changing market dynamics. It also highlights the
challenges faced by MSMEs, such as access to finance, infrastructure, and a skilled workforce. Through a combination of
case studies and empirical analysis, this research demonstrates the impact of MSME innovation on economic growth, job
creation, and social development. The findings suggest that targeted policy interventions, capacity building programs, and
collaborative ecosystems can further accelerate MSME-led innovation and entrepreneurship in India, paving the way for

sustainable and inclusive growth.
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Introduction

India's economic ascent is undeniably fueled by the
robust and dynamic Micro, Small, and Medium
Enterprises (MSME) sector. More than just a
supporting cast, MSMEs form the very backbone of
the nation's economy, playing an indispensable role
in generating employment, significantly boosting
exports, and driving overall GDP growth. This
vibrant sector, comprising an estimated 7.34 crore
units, is a fertile ground for innovation and
entrepreneurship, fostering a spirit of self-reliance
and contributing  substantially to inclusive
development.

The inherent agility and adaptability of MSMEs,
coupled with their lower capital requirements, allow
them to quickly respond to evolving market
demands. This flexibility enables them to penetrate
diverse sectors, from traditional crafts and agro-
based industries to modern manufacturing and
cutting-edge technology, thereby ensuring balanced
regional development and creating livelihoods across
both urban and rural landscapes. In recent years, the
Indian government has intensified its focus on
empowering MSMEs through a myriad of targeted
initiatives like the Udyam Registration Portal, PM
Vishwakarma scheme, and revamped credit

guarantee schemes, which are proving instrumental
in formalizing the sector and enhancing access to
crucial resources.

However, despite this impressive growth and
supportive ecosystem, MSMEs in India continue to
grapple with significant challenges. Access to
adequate and affordable finance remains a persistent
hurdle, often compounded by issues of infrastructure
bottlenecks, technological gaps, and a shortage of
skilled labor. This paper delves into these critical
facets, exploring the key drivers behind the
burgeoning innovation and entrepreneurship within
the Indian MSME sector, while simultaneously
highlighting the formidable obstacles that must be
overcome to fully unleash their transformative
potential for sustainable and inclusive economic
growth.

Statement of the problem

Despite being the backbone of India's economy, the
Micro, Small, and Medium Enterprises (MSME)
sector grapples with significant challenges that
hinder its full potential for innovation and
entrepreneurship. A primary concern is the limited
access to finance, where many MSMEs struggle to
secure affordable credit due to lack of collateral or
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complex banking procedures, stifling investment and
expansion. Compounding this is inadequate
infrastructure, with issues like unreliable power, poor
logistics, and limited digital connectivity increasing
operational costs and restricting market reach.
Furthermore, a persistent shortage of skilled labor
and a lag in technological adoption prevent MSMEs
from enhancing efficiency, innovating, and
competing effectively in a rapidly evolving market.
These interconnected problems collectively impede
the sector's ability to capitalize on government
support and technological advancements, thereby
constraining its vital role in driving sustainable
economic growth and job creation across India.

Objectives

1. To identify the key drivers of innovation and
entrepreneurship within India's MSME sector.

2. To analyze the primary challenges facing Indian
MSMEs, including access to finance,
infrastructure, and skilled workforce.

Methodology

India's Micro, Small, and Medium Enterprises
(MSME) sector is undoubtedly the backbone of the
nation's economy, significantly contributing to
employment, exports, and GDP growth. In recent
years, MSMEs have emerged as a powerful force
driving innovation and entrepreneurship across the
country. This paper delves into the pivotal factors
fueling this rise, including supportive government
initiatives, rapid technological advancements, and
evolving market dynamics. Simultaneously, it sheds
light on the persistent challenges MSMEs face, such
as limited access to finance, inadequate
infrastructure, and a perennial shortage of a skilled
workforce. Through a combination of in-depth case
studies and rigorous empirical analysis, this research
aims to demonstrate the profound impact of MSME
innovation on overall economic growth, job creation,
and social development. The findings will
underscore the critical need for targeted policy
interventions, robust capacity-building programs, and
collaborative ecosystems to further accelerate
MSME-led innovation and entrepreneurship in India,
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ultimately paving the way for more sustainable and
inclusive national growth.

Result and discussion

I. To identify the key drivers of innovation and

entrepreneurship within India's MSME sector.

1. Government Initiatives and Policy Reforms:

The Indian government has been a significant

catalyst for MSME innovation and entrepreneurship

through various targeted schemes and policy
interventions.

e FEase of Doing Business & Formalization:
Initiatives like the Udyam Registration Portal
have simplified the registration process,
enabling formalization and easier access to
government benefits, credit, and subsidies. The
Udyam Assist Platform further extends these
benefits to informal micro-enterprises.

e Financial Support: Schemes such as the Credit
Guarantee Fund Trust for Micro and Small
Enterprises (CGTMSE), Emergency Credit Line
Guarantee Scheme (ECLGS), and Pradhan
Mantri Mudra Yojana (PMMY) have improved
access to collateral-free credit, which is vital for
investment in new ideas and expansion. The
MSME Innovative scheme offers components
for Incubation, Design, and Intellectual Property
Rights (IPR) support.

e  Market Access: The Government e-Marketplace
(GeM) platform has opened wup direct
procurement opportunities for MSMEs from
government bodies, ensuring market access and
fair competition. The Public Procurement Policy
mandates a certain percentage of procurement
from MSEs.

e Skill Development and Capacity Building:
Programs like Pradhan Mantri Kaushal Vikas
Yojana (PMKVY), PM National Apprenticeship
Promotion Scheme (PM-NAPS), and the
Scheme of Fund for Regeneration of Traditional
Industries (SFURTI) aim to enhance skills,
promote traditional crafts, and foster cluster-
based development, which often leads to
collective innovation.
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e Innovation Promotion: Specific initiatives like
the MSME Hackathon, MSME-Sustainable
(ZED) Certification scheme, and MSME
Competitive (LEAN) Scheme encourage the
adoption of new technologies, quality
improvement, and lean manufacturing practices.

2. Technological Advancements and Digital
Transformation: The increasing adoption of
technology is profoundly shaping MSME innovation
and entrepreneurial strategies.

o Digital Payment Solutions: The widespread
adoption of UPI, mobile wallets, and digital
banking apps has revolutionized transactions,
improving financial management and enabling
easier access to credit by creating digital
footprints.

e E-commerce and Social Commerce: Platforms
like Amazon, Flipkart, and social media have
provided MSMEs with vast marketplaces to sell
products, reach global audiences, and scale
operations without significant upfront physical
retail investments.

e Cloud Computing and SaaS: Cloud-based
services and Software-as-a-Service (SaaS)
platforms  offer  affordable access to
sophisticated technologies for data management,
customer  relationship  management, and
inventory, democratizing access to tools
previously exclusive to large enterprises.

e Automation and AI/ML: While still in early
stages for many, the increasing awareness and
adoption of Al, Machine Learning, and
automation tools are improving manufacturing
efficiency, optimizing supply chains, enhancing
customer support through chatbots, and
providing data-driven insights. There's a
growing need for "Desi Al" solutions tailored to
MSME specific needs and affordability.

o Digital Fluency: A recent study indicated that
about two-thirds of Indian MSMEs have
embraced digital technologies, with a significant
portion using enterprise tools and Al, indicating
a growing trend towards digital maturity.
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3. Changing Market Dynamics: Evolving customer
expectations, competitive landscapes, and global
trends are pushing MSMEs to innovate and adapt.

e  Customer-Centricity: Modern consumers
demand convenience, personalization, and
seamless experiences, forcing MSMEs to adopt
digital marketing, mobile-first interactions, and
data analytics to tailor offerings.

e Clobalization and Export  Opportunities:
MSMEs contribute significantly to India's
exports (nearly 48%), and initiatives supporting
international cooperation and e-commerce
export hubs are encouraging them to innovate
for global competitiveness.

e Sustainability and Green Practices: Growing
environmental consciousness is prompting
MSMEs to explore eco-innovation, sustainable
production processes, and renewable energy
adoption, which can lead to cost efficiencies and
new market niches.

e Rise of the Service Sector: The dominance of
the services sector within MSMEs and the
outsourcing trends from MNCs have created
new opportunities, requiring innovation in
service delivery and technological integration.

e Collaborative Ecosystems: The increasing
realization that MSMEs don't innovate in
isolation is fostering collaborations with
startups, research institutions, and industry
leaders to access new ideas, technologies, and
mentorship.

Il. To analyze the primary challenges facing
Indian MSMEs, including access to finance,
infrastructure, and skilled workforce.

Analyzing the primary challenges confronting Indian
MSMEs reveals a complex web of interconnected
issues, with access to finance, infrastructure, and a
skilled workforce standing out as persistent
bottlenecks. These challenges collectively impede
the sector's growth potential, innovation capabilities,
and overall competitiveness.

1. Limited Access to Finance: This remains
perhaps the most formidable barrier for Indian
MSMEs, particularly for micro and informal
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enterprises. Despite various government schemes and

increased focus from financial

institutions, a

significant "credit gap™ persists.

2.

Collateral and Credit History: Many MSMEs
lack the tangible collateral required by
traditional banks, and their often informal nature
means they lack a documented credit history.
This makes them perceived as high-risk
borrowers, leading to reluctance from formal
lenders.

High  Interest Rates and Complex
Procedures: Even when credit is available, it
often comes with high-interest rates, making it
less affordable for small businesses operating on
thin margins. The bureaucratic and time-
consuming loan application processes further
deter many MSMEs, forcing them to rely on
informal, often more expensive, sources of
finance.

Working Capital Shortages: Insufficient
access to timely and adequate working capital is
a common issue, impacting daily operations,
procurement of raw materials, and the ability to
fulfill orders, thereby hindering productivity and

expansion.
Lack of Awareness of Schemes: Despite
numerous  government initiatives  (e.g.,

MUDRA, CGTMSE), a significant number of
MSMEs, especially in remote areas, remain
unaware of these beneficial schemes or how to
effectively apply for them.

Deficiencies in

Inadequate Infrastructure:

critical infrastructure severely limit the operational
efficiency and market reach of MSMEs.

Poor  Transportation  and Logistics:
Inadequate road, rail, and port connectivity,
especially in rural and semi-urban areas, leads to
increased transportation costs, delays in supply
chains, and difficulty in reaching wider markets.
India's logistics costs are significantly higher
than global benchmarks, directly impacting
MSME competitiveness.

Unreliable Power Supply: Frequent power
outages and voltage fluctuations disrupt
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production cycles, increase operational costs
(due to reliance on backup generators), and
damage machinery. This is a particularly acute
problem for manufacturing MSMEs.

Limited Digital Connectivity and Adoption:
While digital payments are gaining traction,
many MSMEs, particularly the smaller ones,
still lack adequate access to high-speed internet,
digital literacy, and the necessary infrastructure
(e.g., hardware, software) to leverage advanced
technologies like Industry 4.0, Al, or even basic
cloud computing for efficiency and innovation.
This creates a "digital divide" within the sector.
Lack of Industrial Facilities: Many MSMEs
operate from informal or poorly equipped
premises. The absence of well-developed
industrial parks, common facility centers, and
plug-and-play infrastructure increases their setup
costs and reduces their competitive edge.

3. Shortage of Skilled Workforce: The human
capital challenge presents a significant bottleneck for
MSME growth and their ability to adopt new
technologies and innovate.

Skill Gaps: There's a considerable mismatch
between the skills demanded by modern
industries and those possessed by the available
workforce. Many MSMEs rely on informal or
semi-skilled labor who lack the technical know-
how required for advanced machinery, quality
control, or digital operations.

Lack of Formal Training: Opportunities for
formal training, upskilling, and reskilling are
often limited or inaccessible to MSME
employees, particularly for smaller units. This
leads to lower productivity and hinders the
adoption of new, more efficient processes.
Attraction and Retention of Talent: MSMEs
often struggle to attract and retain skilled talent
due to factors like lower wages, limited career
progression opportunities, and less professional
work environments compared to larger
corporations. This forces them to operate with a
less efficient and less capable workforce.

88 Roots International Journal of Multidisciplinary Researches



Special Issue 1

e Limited Managerial and Entrepreneurial
Skills: Beyond technical skills, many MSME
owners and managers may lack formal training
in business management, marketing, financial
planning, or strategic thinking, which are crucial
for navigating a competitive landscape and
fostering innovation.

These challenges are often interdependent; for
instance, limited finance can prevent investment in
better infrastructure or skill development, while a
lack of skilled workers can hinder technology
adoption, making MSMEs less appealing for
institutional finance. Addressing these core issues
through targeted and integrated policy interventions
is crucial for unlocking the full potential of India's
MSME sector.

Conclusion

The Micro, Small, and Medium Enterprises (MSME)
sector in India stands as an undeniable pillar of the
nation's economic strength, robustly contributing to
employment, exports, and GDP. Its inherent agility
and entrepreneurial spirit have cemented its role as a
crucial driver of innovation and inclusive growth.
This study has highlighted the significant strides
made by Indian MSMEs, propelled by supportive
government initiatives like simplified registrations,
enhanced credit access, and market linkages,
alongside the transformative power of digital
technologies and evolving market demands that
foster greater customer-centricity and global
aspirations. However, the analysis also underscores
that the sector's full potential remains tethered by
persistent, multifaceted challenges. Critical among
these are the enduring struggle for adequate and
affordable access to finance, often hampered by
collateral demands and complex procedures.
Similarly, inadequate infrastructure, encompassing
unreliable power, inefficient logistics, and a
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discernible digital divide, continues to escalate
operational costs and restrict market reach.
Furthermore, the pervasive shortage of a skilled
workforce and the lagging adoption of advanced
technologies significantly impede productivity,
innovation, and competitiveness. Ultimately, while
the trajectory of MSME growth and innovation is
promising, sustained and inclusive development
hinges on a concerted effort to dismantle these
systemic barriers. Future policy interventions must
therefore be holistic and integrated, focusing not only
on augmenting financial flows and upgrading
infrastructure but also critically on bridging the skill
gap and fostering an environment conducive to
widespread  technological assimilation. By
addressing these foundational challenges, India can
truly unlock the transformative power of its MSME
sector, paving the way for a more resilient,
innovative, and equitable economic future.
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Abstract

Entrepreneurship refers to the process undertaken by an individual in starting and managing an enterprise for profit. The
Micro, Small and Medium Enterprises (MSME) sector has emerged as one of the most vibrant and dynamic segments of
the Indian economy over the past five decades. This sector has witnessed continuous growth in employment opportunities,
particularly over the last seven years. However, the contribution of the MSME service industry to GDP has shown slower
growth over the past six years. The National Manufacturing Competitiveness Programme (NMCP) aims to build
sustainable capacity and improve global competitiveness through eight components: incubation, intellectual property
awareness, quality management, technology upgradation, marketing assistance, design expertise, and the promotion of
ICT. Promoting skill development and ensuring accessible credit through government-sponsored agencies is essential to
enhance productivity and economic contribution of MSMEs.

Keywords: MSME, economy, technology, productivity, government

Introduction Definitions of Micro, Small & Medium
The term “entrepreneurship” is derived from the  Enterprises
French word entrepreneur, meaning "to undertake.”  According to the Micro, Small and Medium

Originally used in a military context, the term later
expanded to construction, engineering, and business
activities. Entrepreneurship refers to the entire
process through which an owner starts and manages
an enterprise for profit. Its usage varies: one
definition focuses on the process of creating and
operating a new business regardless of size, product,
or form of ownership. Another perspective highlights
the development of a unique, risk-bearing product,
service, or method through the establishment of an
independent enterprise.

Introduction to MSMEs

Micro, Small and Medium Enterprises (MSMES)
have emerged as a vibrant and dynamic sector in the
Indian economy over the last five decades. MSMEs
play a critical role in economic development through
their  efficient, flexible, and innovative
entrepreneurial practices.

Enterprises Development (MSMED) Act, 2006,

MSMEs are classified into two categories:

e Manufacturing Enterprises: Enterprises engaged
in the production of goods listed in the first
schedule of the Industries (Development and
Regulation) Act, 1951, or those employing plant
and machinery for value addition. Classification
is based on investment in plant and machinery.

e Service Enterprises: Enterprises engaged in
providing services, classified according to
investment in equipment.

Sectoral Composition of MSMEs

e Retail trade (excluding motor vehicles &
motorcycles) and repair of personal and
household goods: 39.85%

e  Manufacture of wearing apparel: 8.75%

e Manufacture of food and beverages: 6.94%

e Other service activities: 6.2%

e  Other business activities: 3.77%
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Overview of Indian MSMEs

Over the past five decades, the MSME sector has
become a dynamic contributor to the Indian
economy. MSMEs play a dual role in providing
employment and promoting the industrialization of
rural and backward areas, thereby reducing regional
imbalances and ensuring equitable income
distribution. Acting as supplementary units to large
industries, MSMEs significantly contribute to socio-
economic development. The sector consists of over
36 million units, employing more than 80 million
people, and contributing about 8% to the country's
GDP.

Objectives

1. To investigate the current performance of
MSMEs.

2. To assess government initiatives aimed at
revitalizing the MSME sector.

3. To identify key challenges faced by the MSME
sector.

Methodology

This study relies on secondary data collected from
government publications, reports from the Ministry
of MSME, national statistical agencies, and the
Reserve Bank of India. International bodies such as
the World Bank and OECD provide comparative
data, while industry associations and chambers of
commerce offer sector-specific insights. Academic
studies and industry surveys further enrich the
analysis.

Results and Discussion

1. Performance of MSMEs in the Present Scenario

* MSMEs are vital to the Indian economy,
contributing significantly to GDP, employment,
and exports.

* They foster
entrepreneurship.

*  MSMEs drive industrialization in less developed
regions, ensuring balanced economic growth.

* They play a key role in exports.

innovation and  promote
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Current Challenges

e  Access to Finance: Collateral requirements and
complex loan procedures hinder MSME growth.

* Technological Adoption: Many MSMEs
struggle with adopting modern technology,
affecting competitiveness.

* Market Competition: Intense competition from
large enterprises and global players challenges
MSMEs.

* Export Constraints: Global market fluctuations
and changing regulations affect export potential.

* Rising Raw Material Costs: Volatility in raw
material prices impacts profitability.

Government Initiatives

* Credit guarantees schemes and collateral-free
loans (e.g., CGTMSE).

e Skill development and technology up gradation
initiatives.

* Simplification of business registration through
the Udyam portal.

*  Export support programs and the Government e-
Marketplace (GeM).

* The "Atmanirbhar Bharat" initiative promotes
domestic manufacturing.

Overall Outlook

The MSME sector remains dynamic but faces
ongoing challenges. Government support, financial
access, and technological transformation are critical
for sustainable growth.

2. Government Initiatives to Revitalize MSMEs
e Financial Access:
0 Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE)
0 Prime Minister’s Employment Generation
Programme (PMEGP)
0 Self-Reliant India Fund

* Technology and Skills
0 MSME Innovative Scheme for incubation
and IPR facilitation
Zero Defect Zero Effect (ZED) Certification
Skill development programs.
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*  Market Access:
o Government e-Marketplace (GeM)
0 National SC-ST Hub for social inclusion
e Ease of Doing Business:
0 Udyam Registration Portal
0 MSME Samadhan Portal for addressing
delayed payments
» Holistic Initiatives
0 Atmanirbhar Bharat focuses on reducing
import dependence.
o PM Vishwakarma Scheme
traditional artisans in 18 trades.

supports

3. Key Challenges Facing the MSME Sector
The MSME sector faces several critical challenges:

* Financial constraints due to difficult loan
procedures and collateral requirements.

*  Slow technological adoption amidst rapid digital
transformations.

e Competitive pressure from larger enterprises and
changing consumer markets.

e Skill gaps and labour shortages.

* Regulatory complexities and
infrastructure.

* Delayed payments from buyers, leading to
liquidity crises.

inadequate

Suggestions

Enhanced Financial Inclusion

* Simplify loan processes and reduce collateral
requirements.

* Promote peer-to-peer lending and crowd
funding.

* Expand access to microfinance and venture
capital.

*  Strengthen enforcement of payment timelines.

Accelerated Technological Adoption

* Provide digital literacy training.

*  Establish technology hubs and incubators.

*  Offer incentives for technology investments.

* Facilitate linkages between MSMEs and tech
providers.
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Strengthened Market Access
* Enable greater participation in e-commerce and
global supply chains.

*  Support branding, certification, and
standardization.

*  Organize trade fairs and exhibitions.

*  Focused Skill Development:

* Develop industry-specific  training  and

apprenticeships.
*  Establish skill centers, especially in rural areas.

* Promote collaboration between industry and
academia.

Conclusion

The MSME sector is a key driver of India’s
economic growth, employment generation, and
regional development. Despite its importance, the
sector faces significant challenges, particularly
regarding finance, technology, competition, and
regulatory hurdles. A coordinated effort from
government bodies, financial institutions, and the
private sector is essential to address these challenges.
By fostering financial inclusion, encouraging
technological adoption, improving market access,
and addressing skill gaps, India’s MSMEs can
unlock their full potential, contributing to a more
resilient and prosperous economy.
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Abstract

This paper investigates the landscape of Micro, Small, and Medium Enterprises (MSMESs) in Tamil Nadu, a crucial sector
for the state's economic development. For the past five decades, MSMEs have been an exceptionally dynamic and robust
component of the Indian economy, contributing significantly to GDP, employment generation, and exports. These
enterprises serve a dual purpose: they generate employment opportunities and stimulate industrial growth in countryside
locales, consequently alleviating disparities between regions. The study explores the definitions of MSMEs as per the
MSMED Act of 2006, classifying them into manufacturing and service enterprises based on investment criteria. It
highlights the sector's substantial employment creation, with millions employed, and its significant contribution to both
national GDP and exports. While recognizing the sector's pivotal role, this analysis also addresses the key challenges
faced by MSMEs in Tamil Nadu. These include persistent issues with access to finance, technological adoption, intense
market competition, fluctuating raw material costs, and export-related hurdles. The abstract also touches upon the various
government initiatives and support mechanisms designed to revitalize the MSME sector, such as credit guarantee schemes,
skill development programs, and efforts to enhance the ease of doing business. The overall outlook emphasizes the sector's
adaptability and the critical need for continued support for its sustained growth and success.

Keywords: Economic development of Tamil Nadu, GDP, employment generation, exports, manufacturing enterprises,
service enterprises, access to finance, technological adoption

Introduction regional imbalances and promoting a more equitable

Micro, Small, and Medium Enterprises (MSMESs)
formed the economic backbone of many nations, and
their significance in India, particularly in a vibrant
state like Tamil Nadu, could not be overstated. Over
the preceding fifty years, the MSME domain had
firmly established itself as an exceedingly vibrant
and powerful segment of India's economic structure.
These enterprises were not merely businesses; they
were pivotal drivers of economic development,
making substantial contributions to the nation's
Gross Domestic  Product (GDP), fostering
widespread employment generation, and playing a
crucial role in exports. Beyond mere economic
figures, MSMEs performed a vital dual function:
they provided livelihoods to millions across both
urban and rural areas, while simultaneously
propelling industrialization in less developed regions.
This dual role was instrumental in mitigating

distribution of national income, thereby contributing
to inclusive growth.

The term entrepreneurship, borrowed from the
French word "entrepreneur” meaning "to undertake,"
lay at the core of the MSME sector's spirit. An
entrepreneur was, in essence, one who undertook a
venture, a concept that evolved from military
applications to encompass diverse fields like
construction and engineering, and then broadly
defined the journey of establishing and managing an
enterprise for profit. While the term's usage varied, it
consistently related to the creation and operation of
new businesses, often involving the development of
novel ideas, unique products, or innovative services,
despite inherent risks. This research, examining
Micro, Small, and Medium Enterprises (MSMES)
active in Tamil Nadu, explored the categorizations
outlined in the Micro, Small & Medium Enterprises
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Development (MSMED) Act of 2006, which
classified MSMEs into production-oriented and
service-rendering businesses according to defined
investment benchmarks. By examining their current
landscape, challenges, and the effectiveness of
government initiatives, this analysis aimed to provide
comprehensive insights into the pivotal role and
future trajectory of MSMEs in Tamil Nadu's
economic journey.

Statement of the Problem

Despite their critical role as a dynamic and robust
contributor to India's economy, especially in Tamil
Nadu, Micro, Small, and Medium Enterprises
(MSMEs) face significant challenges that hinder
their full growth and competitiveness. While
MSMEs are vital for GDP contribution, employment,
and exports, they struggle with accessing timely
finance, often due to strict collateral rules and
complex procedures. Many also lag in technological
adoption, impacting productivity and market
competitiveness. MSMEs contend with intense
market competition, volatile raw material costs, and
the critical issue of delayed payments, severely
affecting liquidity. Although government support is
available, its effective implementation at the
grassroots level remains a challenge, often due to
low awareness and bureaucratic hurdles. This
combination of financial, technological, and
operational impediments directly threatens MSME
sustainability, limiting their capacity to further drive
inclusive growth and economic development in
Tamil Nadu.

Objectives

1. To assess the current state and economic
contributions of MSMEs in Tamil Nadu.

2. To evaluate the challenges and evaluate
government support for the MSME sector in
Tamil Nadu.

Methodology

This study utilizes a descriptive research design
based solely on secondary data collection to analyse
Micro, Small, and Medium Enterprises (MSMES) in
Tamil Nadu. Information for this study was
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methodically compiled from credible sources,
encompassing official government documents (such
as reports from the MSME Ministry and the Tamil
Nadu Economic Survey), central banking literature
(like those from the RBI and SIDBI's MSME Pulse),
assessments by international bodies (including the
World Bank and OECD), reports from trade
organizations (ClI, FICCI), scholarly periodicals, and
esteemed news publications. This comprehensive
approach ensures a broad and valid information base
for assessing the sector's current state, economic
contributions, challenges, and the impact of
government support. The collected data will be
analysed using appropriate qualitative and
quantitative techniques to draw robust conclusions.

Result and Discussion
To identify the current state and economic
contributions of MSMES in Tamil Nadu.

Tamil Nadu boasts one of India's most robust
and dynamic Micro, Small, and Medium Enterprise
(MSME) sectors, making it a pivotal state for
industrial activity and economic growth. As of recent
data (February 2025), Tamil Nadu is home to over
35.56 lakh MSMEs registered under the Udyam
Registration portal, positioning it among the top
states in India for the sheer number of units. These
enterprises are  broadly  distributed,  with
approximately 10.69 lakh engaged in manufacturing
and 24.87 lakh in services, highlighting the state's
diverse economic base. The sector's significant
presence is further underscored by its substantial
contribution to employment generation, providing
livelihoods to a remarkable 2.56 crore people across
Tamil Nadu. This makes the MSME sector a crucial
avenue for job creation for both skilled and unskilled
workers, playing a key role in absorbing a large
portion of the state's workforce.

Beyond employment, MSMEs in Tamil Nadu
are vital economic contributors. They account for
approximately 8% of the state's Gross State
Domestic Product (GSDP) and contribute around
30% of Tamil Nadu's industrial output. The state's
MSMEs are particularly strong in sectors such as
textiles and garments, where cities like Coimbatore
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and Tiruppur are global hubs. They also play a
dominant role in automobile  components
manufacturing, with Tamil Nadu producing 35% of
India's total. Other significant areas include leather
products, food processing, electronics, and various
engineering goods, with MSMEs producing over
8,000 different products. This diverse production
base not only caters to domestic demand but also
fuels the state's export capabilities, with MSMEs
being integral to Tamil Nadu's position as a leading
exporting state in India. The sheer volume and
variety of goods produced by these smaller units
underscore their indispensable role in strengthening
both the state's and the nation's economic fabric.

To identify challenges and evaluate government
support for the MSME sector in Tamil Nadu

Despite their significant contributions, MSMEs
in Tamil Nadu grapple with a multitude of challenges
that impede their growth and competitiveness. A
paramount concern is access to finance. While
government schemes exist, many MSMEs still face
hurdles in securing timely and affordable credit due
to stringent collateral requirements, complex loan
application procedures, and a general reluctance
from financial institutions to lend to smaller, often
unorganized, entities. This credit crunch often forces
them to rely on informal, high-interest sources,
undermining their profitability and expansion
potential. Technological adoption is another critical
challenge. While there's a push for digitalization,
many MSMEs operate with outdated machinery and
lack the resources or expertise to invest in modern
technologies, automation, and digital marketing. This
technological gap affects their productivity, product
quality, and ability to compete with larger,
technologically advanced players.

Furthermore, fierce market competition from
both large domestic corporations and global players
poses a constant threat. MSMEs struggle to penetrate
established supply chains, build strong brands, and
adapt quickly to changing consumer demands and
market trends. The burden of rising raw material
costs and fluctuating electricity charges (as recently
highlighted by industrial associations in Coimbatore)

October 2025 ISSN: 2349-8684

significantly impacts their operational costs and
profit margins. Issues like delayed payments from
buyers also create severe liquidity problems,
threatening the very survival of many small units.
Inadequate infrastructure, including reliable power
supply and efficient logistics, further adds to their
operational woes. Lastly, a persistent skill gap means
that many MSMEs struggle to find and retain a
workforce with the specialized skills needed for
modern manufacturing processes and technological
advancements.

Evaluation of Government Support for the
MSME Sector in Tamil Nadu

The Government of Tamil Nadu, in tandem with
central government initiatives, has implemented a
wide array of schemes and policies to support its
MSME sector, demonstrating a strong commitment
to its growth. These initiatives primarily aim to
address the identified challenges.

Financial support is a key focus, with schemes
like the Credit Guarantee Fund Trust for Micro and
Small Enterprises (CGTMSE) providing collateral-
free loans, thereby easing access to institutional
credit. The state also offers specific capital subsidies
(e.g., 25% capital subsidy on plant and machinery),
interest subventions (e.g., 5% for technology
upgradation), and schemes like the New
Entrepreneur cum Enterprise Development Scheme
(NEEDS) which provides substantial subsidies and
training for first-generation entrepreneurs. The recent
Tamil Nadu Budget (2025-26) further proposed a
massive INR 2.5 lakh crore in loans to support 10
lakn  MSMEs, alongside a Tamil Nadu credit
guarantee scheme to enhance access to formal credit.

In terms of technological upgradation and skill
development, initiatives like the MSME Innovative
Scheme promote innovation through incubation and
IPR facilitation. The MSME-Sustainable (ZED)
Certification Scheme encourages quality and
productivity. Various skill training programs are also
in place to bridge the skill gap, and the budget
allocated funds for powerloom modernization and
high-tech fabric cutting machines in textile clusters.
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For market access and ease of doing business,
platforms like Government e-Marketplace (GeM)
connect MSMEs directly with government
procurement. The Udyam Registration Portal has
significantly simplified the registration process, and
the MSME Samadhan Portal addresses delayed
payment grievances. The Government of Tamil Nadu
has also been actively creating an industrial database
through  door-to-door surveys to gain a
comprehensive understanding of MSMEs and inform
targeted policymaking. The establishment of new
MSME industrial estates across the state, with
significant budgetary allocation, aims to provide
better infrastructure and a conducive environment for
growth.

While these initiatives are comprehensive and
well-intentioned, their effectiveness often depends on
several factors: awareness among MSMEs about
these schemes, the simplicity of application
processes, and the efficiency of disbursal
mechanisms. Feedback from industrial bodies often
points to ongoing issues like the recent hike in fixed
electricity charges and networking charges for solar
rooftops, which can undermine the benefits of other
subsidies. Despite robust policy frameworks and
increasing budgetary allocations, sustained efforts
are required to ensure that the benefits truly reach the
grassroots level, overcoming bureaucratic hurdles
and fostering greater financial inclusion and
technological ~ advancement. The  continuous
monitoring and adaptation of these policies based on
real-world feedback from MSMEs are crucial for
maximizing their positive impact.

Suggestions

* Promote fintech collaboration for innovative
lending models.

e Strengthen TReDS platform adoption for timely
payments.

* Expand microfinance and venture capital for
new and women-led MSMEs.

* Provide targeted digital literacy and e-commerce
training programs.

e Offer enhanced incentives for investment in
modern machinery and automation.
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* Establish more
incubation centres.

industry-specific technology

e Offer comprehensive export facilitation support.

* Implement stronger "Buy Tamil Nadu"
initiatives for government procurement.

*  Foster stronger industry-academia collaborations
for relevant training.

* Incentivize MSMEs to adopt apprenticeship
programs.

* Introduce schemes for continuous upskilling and
reskilling of existing workforce.

* Continuously review and simplify regulatory
frameworks and compliance.

* Ensure consistent power supply, manage
electricity costs, and explore green energy.

* Improve last-mile road infrastructure, logistics,
and digital connectivity.

Conclusion

The MSME sector in Tamil Nadu is an undeniable
powerhouse, profoundly shaping the state's economic
trajectory and national development. Over the past
five decades, it has evolved into an exceptionally
dynamic and robust component of the Indian
economy, making substantial contributions to GDP,
employment generation, and exports. These
enterprises are crucial for fostering inclusive growth
and driving industrialization. However, despite this
vital role and commendable government support,
MSMEs in Tamil Nadu face significant hurdles.
Persistent challenges include access to finance,
technological adoption, intense market competition,
volatile raw material costs, and delayed payments.
To ensure sustained growth, a multi-pronged

approach is essential.  Simplifying financial
accessibility,  aggressively  promoting  digital
transformation, strengthening market linkages,

addressing skill mismatches, and further rationalizing
the regulatory environment are paramount. By
adapting policies based on real-world feedback,
Tamil Nadu can unlock the immense potential of its
MSMEs, cementing their role as catalysts for
innovation, job creation, and inclusive economic
prosperity.
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Abstract

The Madura College, Madurai

Micro, Small, and Medium Enterprises (MSMES) play a vital role in the economic development of India, particularly in
fostering employment and regional growth. This study investigates the productivity and marketing practices of MSMEs in
Madurai District, Tamil Nadu. Using a structured survey administered to 120 MSME units, the research aims to analyze
how these enterprises manage productivity and promote their products in a competitive market. Findings suggest that
while many MSMEs demonstrate strong operational efficiency, a significant number lack effective marketing strategies.
The study highlights the need for targeted support in marketing and modern production techniques to enhance

competitiveness.
Keywords: MSME, productivity, marketing practices

Introduction

Micro, Small, and Medium Enterprises (MSMES)
form the backbone of the Indian economy,
contributing significantly to GDP, exports, and
employment. As per the Ministry of MSME, these
enterprises account for nearly 30% of India's GDP
and employ over 110 million people. In Tamil Nadu,
and particularly in the Madurai District, MSMEs are
critical to industrial and service sector activities.

Importance of Productivity and Marketing

For MSMEs to sustain and grow, productivity and
marketing are two essential areas. Productivity
ensures optimal utilization of resources, while
marketing helps in reaching customers and
increasing revenue. However, many MSMEs
struggle due to limited knowledge, outdated
technology, and poor marketing strategies.

Objectives of the Study

1. To analyze the current productivity practices
adopted by MSMEs in Madurai.

2. To evaluate the marketing techniques used by
MSMEs.

3. To identify challenges faced in
productivity and marketing.

4. To provide suggestions for enhancing overall
performance.

improving

Review of Literature

Several studies have explored the challenges faced
by MSMEs in India. According to Rajeswari &
Ganesh (2019), productivity issues in MSMEs are
often linked to lack of modernization and skilled
labor. Marketing, on the other hand, remains a weak
area due to budget constraints and lack of digital
knowledge (Kumar & Thomas, 2020). Despite
government support schemes, many MSMEs are
unaware or unable to utilize these benefits. This
study fills a gap by focusing specifically on Madurai
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District, an emerging industrial hub with unique local
business dynamics.

Special Issue 1

Research Methodology
Research Design
This study adopts a descriptive research design.

Data Collection

Primary data was collected using a structured
questionnaire with both open- and close-ended
questions.

Sampling Method and Size
A sample of 120 MSME units in Madurai District
was selected using a convenient sampling technique.

Tools Used for Analysis
Data was analyzed using simple percentage analysis.

Data Analysis and Interpretation
Demographic Profile
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P |
ower Supply 48 40%
Issues
Lack of Skilled
ack of Skille 36 0%
Labour

Source: Primary Data

This table shows that 65% of firms use
traditional methods and only 35% have adopted
modern technologies for their Productivity. It also
reveals that power supply issues (40%) and lack of
skilled labor (30%) are the key challenges faced by
the MSME.

Marketing Practices

Marketing Number of Percentage %
Method Respondents
Face to Face 60 50%
Digital
Marketing 24 20%
Platform
Local Trade
Fairs/ 36 30%
Exhibitions

Catedor Number of Percentage
gory Respondents %
Manufacturin
. d 54 45%
Units
Service
. 36 30%
Enterprises
Tradin
. d 30 25%
Businesses
Firms operating
more than 5 72 60%
years

Sources: Primary Data

This table shows that 45% of respondents were
from manufacturing units and 30% from service
enterprises. Minimum percentage of 25% from
trading businesses and maximum percentage of 60%
of firms had been operational for more than 5 years

Productivity Practices

Practice or Number of Percentage
Challenge Respondents %
Use Traditional
78 65%
Methods ’
Use Mode_rn 42 350
Technologies

Source: Primary Data

The above table shows that 50% percentage of
the MSME’s rely on Face to Face for their Marketing
and Only 20% percentage MSME’s use digital
marketing platforms. About 30% percentage
MSME’s participate in local trade fairs or exhibitions
for marketing.

Major Findings

* Most MSMEs still rely on conventional
production and marketing methods.

e Awareness of government schemes is low.

e Digital marketing adoption is minimal despite
increasing online consumer behavior.

Productivity is hindered by outdated technology
and lack of training.

Suggestions
* Government and local bodies should conduct
regular awareness and training programs.

* MSMEs should be encouraged to adopt digital
marketing through incentives.
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* More collaboration with technical institutions
can improve productivity through technology
transfer.

* Financial support should be streamlined for
easier access to modernization tools.

Conclusion

The study concludes that MSMEs in Madurai are
performing moderately well in terms of productivity
but need substantial support in marketing strategies.
With appropriate policy interventions, digital
training, and financial assistance, these enterprises

October 2025 ISSN: 2349-8684

can significantly improve their performance and
contribution to the local economy.
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Abstract
Fireworks industry is well known to be a hazardous industry. Right from the initial phase of manufacturing till the

transportation and storage of fireworks in the stores, risk to life and property is high. The manufacturing process, type of
storage and handling are some of the important factors which bear the likeliness of an explosive event taking place.90
percent of Indian fireworks industries are situated in Sivakasi, Tamil Nadu and hence the workers there are the most
susceptible to injuries. There are around 750factories and 80000 workers are employed in them. The manufacturing
process of assembly is a critical phase where workers come in direct contact with hazardous substances leading to greater
like risk. Lead poisoning, ulcers, damage to the central nervous system is some major problems facing these people. The
fire industries has increased the employment opportunities and standard of living of the people in the selected area even
some of the major problems has been faced by the workers so the government and fire industries owners should take effort
to solve the above mentioned problems then only the attainment of fully satisfaction of the workers.

Keywords: fireworks, industries, finance, income, expenditure, Government of Tamil Nadu, small scale units, problems,

wages, remedial measures, etc

Introduction

Fireworks industry is well known to be a hazardous
industry. Right from the initial phase of
manufacturing till the transportation and storage of
fireworks in the stores, risk to life and property is
high. The manufacturing process, type of storage and
handling are some of the important factors which
bear the likeliness of an explosive event taking
place.90 percent of Indian fireworks industries are
situated in Sivakasi, Tamil Nadu and hence the
workers there are the most susceptible to injuries.
There are around 750factories and 80000 workers are
employed in them. The manufacturing process of
assembly is a critical phase where workers come in
direct contact with hazardous substances leading to
greater like risk. Lead poisoning, ulcers, damage to
the central nervous system is some major problems
facing these people.

In 2011, the fireworks industry brought in
almost a BILLION dollars ($967 million) in
revenues. Ten years ago, the total was $650 million.
Revenues in the fireworks industry have increased

since 1998 according to the Association. There are
two main types of fireworks. Display fireworks are
those which are viewed at events like Rhythm and
Booms in Madison, or at your local community park.
Professionals are brought in to put on a display that
is enjoyed by the community. Consumer fireworks
are the sparklers, firecrackers, and bottle rockets that
people purchase at stands and stores to light off in
their backyards.

Significance of the Study

In recent trends Cottage and Small Scale Industries is
the major sources for promoting rural, semi-rural and
urban areas in India. These types of industries also
promote employment opportunities and standard of
living of the people. The present study has focused
on fireworks industries workers income, employment
and health problems in sivakasi block.

Statement of the Problem
Income and employment are the key indicators in
human life. In rural area there are several occupation
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holding the people. In this study attempt the role of
fire industries to promote standard of living of the
people doing in this work. In the negative aspect of
these industries produced several problems to the
workers. The proposed studies find out the problems
faced by the workers.

Scope of the Study

The present study attempts to the social back round,
economic conditions and problems faced by the fire
industries workers in Chinnaiyapuram village during
the periods of 2023-2024.The study also expressed
the suggestions for improving health standard of the
particular village.

Objectives of the study
The present study is consisting the following
objectives are;

* To study the social background of the fire
industries workers in the study area

* To analysis the economic conditions and
problems faced by the fire industries workers in
the selected area.

* To identify different types of diseases and
treatment facilities of the respondents.

Methodology

Sampling Technique

The researcher has taken 50 sample respondents by
using simple random sampling technique has been
adopted to select the sample respondents.

Nature of the Study

The present study is more descriptive and
exploratory in nature.it describes the socio economic
background and explores the problems, different
diseases, treatment facilities of fire industries
workers in the study area.

Data Base

Relevant and required data pertaining to the present
study have been collected from primary data. The
primary sources of information have been collected
through personal interviews with the sample
respondent workers on the basis of a structured
interview schedule. The secondary sources of

October 2025 ISSN: 2349-8684

information have been collected from published
sources like books, journals, periodicals, etc..,

Method of Data Collection

The method of data collection used in this study is
direct personal interview with sample respondents
using the pre-tested structured interview schedule
sample respondents are the head of the each sample
households.

Data Analysis

The collected data have been analyzed and
interpreted using statistical tools. After the data
collection, a master table has been prepared. The
simple systematic tables, percentage analysis and
charts have been formulated.

Study period
Data collection has been made by the researcher
during the period of October 2023 to February 2024.

Review of Literature

In this Chapter discussing the review related to the
Stone Quarry workers and their health hazards in
different aspects.

C. N. Ezisi et all (2017) to assess the awareness
of work-related ocular health hazards and utilization
of personal protective eye devices (PPEDs) among
stone quarry workers in Abakaliki, southeastern
Nigeri

In a cross-sectional survey of stone quarry
industry workers in Abakiliki, conducted between
March and April, 2012, data on participants' socio-
demographics, job characteristics, PPED awareness,
and utilization were collected. Descriptive and
analytical statistics were performed. For intergroup
comparisons, P < 0.05 was considered statistically
significant.

All workers were aware of the need for
utilization of eye protective devices; however, 98.7%
declined its use for various reasons. About 74.6%
attributed non utilization to no availability while
10.4% attributed it to high cost and 10.2% declined
its utilization due to discomfort associated with its
use.Usage of PPEDs was associated with job
specification, educational level, duration of work
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experience, awareness of work hazards, and
knowledge about the purpose of PPEDs. Non usage
was associated with unavailability, high cost of
procurement, and ocular discomfort from poor fitting
and misty/cloudy vision with use. Users were more
numerous among blasters and crushers whose jobs
were most predisposed to work related accidents and
workers with formal education. Findings from the
study reveal high level of awareness yet non
utilization of eye protection. Barriers to the
utilization of these eye protective devices should be
addressed to ensure greater compliance of its use.

C. N. Ezisi, B. I. Eze,1 O. Okoye,1 and O.
Arinze-Correlates of Stone Quarry Workers'
Awareness of Work-related Ocular Health Hazards
and Utilization of Protective Eye Devices: Findings
in Southeastern Nigeria-Indian J Occup Environ
Med. 2017 May-Aug; 21(2): 51-55.

Gopikrishna Warrier (2015) discussed Tamil
Nadu's Pudukkottai district. Total literacy was
reported in this granite quarry region in August 1992,
and it brought with it, for the scores of women
workers, freedom from bondage and penury. Today,
a large number of the women are managing the
granite quarries where they had worked earlier for
wages as meagre as Rs 7 a day and often as bonded
labourers. And if a proposal pending with the state
government is cleared, women's cooperatives all over
the state will get preference in running the quarries.

In a bid to resolve two major problems in the
area -- lack of response to the literacy campaign and
illicit quarrying of granite -- former district collector
Sheela Rani Chunkath, ecided to involve women
workers in running the quarries. The present district
collector, nuradha Khatti Rajeevan, says, "The
contractors would get together and refuse to make
any bids when we auctioned the quarries. Later, they
would exploit the same quarries illegally, which led
to huge revenue losses."Under Chunkath's project,
called Development of Women and Children in
Rural Areas (DWCRA) and formulated as a part of
the Integrated Rural Development Programme, 152
quarries were handed over to women's groups in
1991. Chintamani, president of one of the three
DWCRA societies at Kuduminamalai, says, "Once
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we started handling our own accounts, our daily
wages went up to Rs 20. Now society members can
even take leave once in a while without losing their
wages."

Their success enthused the women to attend
literacy programmes, which were tailored to impart
basic managerial skills. Relatively secure in terms of
wages, many families started sending their children
to school. The success of the literacy drive is
reflected in the fact that today, the women get raw
material and permits from the mining department and
even maintain inventory and account registers
themselves. Says S Perumal, assistant geologist in
the epartment of mines, "Every DWCRA group has
to show its accounts register before it is issued a
monthly permit to quarry at the site.” However,
success did not come easily to either the district
administration or the women. The affected
contractors allegedly prevailed on political leaders to
get Chunkath transferred. But Rajeevan, who
replaced her as collector, is undeterred. "The
contractors have tried political pressure and, when it
failed, the legal option.

Gopikrishna Warrier (2015)- Labourers become
quarry managers-ww.downtoearth.org.in

A. Swami,V.P. Chopra et all in their works on
the relationships of cardio respiratory functions,
physical fitness and body measurements with
duration of stone dust exposure has been investigated
in malis working in stone quarries of Alwar district
of Rajasthan. The exposed group comprised 125
adult males and 125 adult females working actively
in different stone quarries in Alwar district. For the
control group samples were drawn from pastoral
Malis totalling 250 individuals (125 adult males and
125 adult females). The results of the study delineate
that cardio respiratory functions, physical fitness and
come of the body measurements are affected by
stone dust exposure. Principal component and
discriminate analysis reveal that cardio respiratory
functions and physical fitness are crucial variables in
separating the control from the exposed.

A.  SwamiV.P. Chopra &S.L. Malik
Occupational Health Hazards in Stone Quarry
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Workers: A Multivariate Approach-Journal of
Human Ecology —Volume no-5,1994-Issue-2

Charles Kwame R et all (2016) framed the study
found that most of the machines used in the quarry
exceed the tolerable threshold of sound thereby
having the potential of damaging the hearing status
of workers. Noise levels measured among the
quarries workers studied also exceed the limit set by
the Ghana Environmental Protection Agency (EPA)
under the EPA Act of 1994 (Act 490) which permits
light industrial areas. It is recommended that EPA
embark on regular monitoring to access noise levels
and ensure that companies do not emit noise greater
than the tolerable limits. Use of earplugs showed a
protective effect on development of hearing loss.
Efforts to ensure access and use of earplugs by
quarry workers and quarry companies could be
beneficial in reducing the absolute prevalence of
hearing impairment especially among the elderly and
long serving workers who have been shown to be at
an increased risk of developing hearing loss.
Majority of the respondents were males (81.4%). The
mean age (SD) of the respondents was 41.7 (9.20).
Most of the respondents were Christians (59%) and
about 29% were Muslims. With respect to their level
of education, 47.2% had junior secondary or middle
school education. About 17% had tertiary education
and 14 (2.3%) had no formal education. Majority had
worked in the quarry for up to 10 years and 24.7%
had worked in the quarry for less than 5 years. 132
(33%) of the respondents used earplugs and 61% of
respondents who wore no earplugs had hearing
thresholds above 25 dB as against 36% among those
who wore earplugs.

Charles Kwame R. Gyamfi,1 Isaac Amankwaa,2
Frank Owusu Sekyere,3 and Daniel Boateng4-Noise
Exposure and Hearing Capabilities of Quarry
Workers in Ghana: A Cross-Sectional Study-Journal
of Environmental and Public Health-Volume 2016,
Article 1D 7054276, 7 pages http://dx.doi.org/10.
1155/2016/7054276

Ikram llahi (2012) studied Effects of Stone Dust
Exposure on Some Liver and Kidney Related Serum
Parameters of Stone Crush Plant Workers In the
present study the effects of stone dust exposure on
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liver and kidney related serum parameters were
assessed in workers of stone crush plants in various
localities of Swat and Dir (L) districts of Khyber
Pakhtunkhwa, Pakistan. The liver and kidney related
serum parameters included Glutamate Pyruvate
Transaminase (GPT), Alkaline Phosphatase (ALP),
bilirubin and creatinine. Blood samples were
collected from 66 exposed workers and 66
unexposed persons (control). The mean values of
liver related parameters i.e. serum GPT, ALP and
bilirubin of workers were significantly higher than
control persons (P From the present survey it was
concluded that continuous exposure to stone dust can
cause abnormal alterations in the normal levels of
serum GPT, ALP, bilirubin and creatinine.

Ikram llahi ,Mehboob Ali, Ubaid Ullah ,Jawad
Ali,- Effects of Stone Dust Exposure on Some Liver
and Kidney Related Serum Parameters of Stone
Crush Plant Workers- Journal of Biology and Life
Science ISSN 2157-6067 2012, Vol. 3, No. 1

Result and Discussions

e  Majority of 46 percent of the respondents were
under the age group 26 to 35 years, 22 percent of
them respondents 36 to 45 years old, then 18
percent respondents 15 to 25 years, rest 14
percent of respondents above 46 years old.66
percent of the respondents ‘Female, remaining
34 percent of the respondents are male.

e Most of 36 percent of the respondents are
illiterate, then 26 percent of the respondents up
to middle  level. There followed 22 percent of
the respondents is primary level, next 10 percent
of them were getting education up to secondary
level, rest 6 percent of the respondents are
others qualified. There is no one who got degree.

e Almost 74 percent of the respondents belong to
the MBC, followed asl4 percent of the
respondents DNC, then 2 percent of the
respondent is SC/ST, other 2 percent of the
respondent is OC community.

e Majority (68) percent of the respondents are
married, then 22 percent of the respondents is
Bachelor, remain 10 percent of the respondents’
are widow. 36 show that Family type of the
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respondents. More than 88 percent of the
respondents belong to the nuclear family, other
than 12 percent of the respondents are joint
families.

More than 88 percent of the respondents belong
to the nuclear family, other than 12 percent of
the respondents are joint families.

Majority 58 of the respondents are 5 members in
family, 24 percent of the respondents are 4
members in family size, than 10 percent of the
respondents are above 6 person of the family
members, remaining 8 percent of the respondent
is 2 members in the family.

52 percent of the respondents are 11000 to
20000 rupees is family total incomes, there
followed as 38 percent of the respondent is
below 10000 rupees of the income, then 8
percent of the respondents are 21000 to 30000
rupees is family total incomes, last 2 percent of
the respondent are above31000 rupees is total
income.

36 percent of the respondents engaged in box
cover making, 34 percent of them were working
in wick fixing, 18 percent of them were working
in other allied works, 6 percent of them involved
in gun powder filling, rest 6 percent of them
involved in packing.

36 percent of the respondents were under the age
group of 25 to 30 years, 30 percent of them were
under the age group of above 35 years, and then
20 percent of them were under the age group of
20 to 25 years and the rest 14 percent of the
respondents were under the age group 15 to 20
years.

92 percent of the respondent was working 7 to 8
hours; last 8 percent of the respondents were
working for above 8 hours.

88 percent of the respondents were permanent
worker, 8 percent of them were migratory,
remain 4 percent of them seasonal workers.

92 percent of the respondents were weekly
wages, 8 percent of them daily wages.

66 percent of the respondent are earning a
monthly income of rupees 3000 to 4000, than 28
percent of them were getting monthly income
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above 5000, remain 6 percent of the respondent
were earning a monthly income of rupees 2000
to 3000.

96 percent respondents are getting the bonus is
yes, and then 4 percent of them does not get the
bonus.

90 percent of the respondents got for Depawali
and the rest 10 percent of the respondent get for
pongal.

48 percent of the respondents were getting of
rupees 1000 to 1500, 32 percent of the
respondents are got rupees 1500 to 2000, 16
percent of the respondent is earning rupees 2000
to 2500, rest 4 percent of the respondents are get
rupees 500 to 1000.

62 percent of the respondent dos not income of
the source, 10 percent of the respondents were
earning a monthly income of rupees 4000, then 8
percent of the respondent were getting an
amount of rupees 3000, there follows 6 percent
of them were earning a monthly income 3500,
other 6 percent of them getting monthly income
rupees 5000, and then 4 percent of them source
of income 2500, then 2 percent of them source
of income rupees 2000, then rest 2 percent of the
respondent source of income rupees 4500.

50 percent of the respondents were spending an
amount rupees 10000 to 20000, 42 percent of
them were spending rupees 21000 to 30000, and
then remain 8 percent of the respondent were
spending rupees 31000.

80 percent of the respondent are saving habit is
yes, last 20 percent of the respondents was no
saving habit.

42 percent of the respondents were saving in at
home, than 22 percent of them were saving in
chit fund, there follow 20 percent of them dos
not savings, 12 percent of them saving in post
office, remain 12 percent of the respondent is
saving in bank.

48 percent of the respondents are saved monthly
rupees above 400, then 24 percent of them not
saved, 14 percent of them saved monthly rupees
301 to 400, other 14 percent of them saved an
amount rupees 201 to 300.
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24 percent of the respondent are no savings also
there are any one purpose not. 22 percent of
them saving purpose reason for construction of
hose, then 20 percent of them saving to repay of
debt, 16 percent of the respondent were saving
for educational purpose, 12 percent of them
were saving for medical expenditure purpose,
remain 2 percent of the respondent was saving
for other purpose.

64 percent of the respondent said no assets, rest
36 percent of the respondents said yes.

56 percent of the respondents lived in thatched
house; likewise 44 percent of the respondents
lived in tiled house.

46 percent of the respondents are earning of
income rupees 2001 to 3000 from assets, there
follow as 38 percent of them got income rupees
1001 to 2000 there, than 14 percent of them
earning rupees 1000 from assets, remain 2
percent of there are no income earning from
assets.

92 percent of the respondents are get advance
from factory, and then 8 percent of the
respondent is doesn’t get advance from factory.
60 percent of the respondents are reason for
advance festivals motive, then 28 percent of the
respondents was advance motive for other
specify. 8 percent of them advance is not get
from factory, remain 4 percent of the respondent
advance for reason is education motive.

80 percent of the respondents are take the debt,
rest 20 percent of the respondent is no take about
the debt.

48 percent of the respondent debt for borrowing
form money landers, there follow as 20 percent
of them doesn’t take about the debt, then 14
percent of them borrowing from relatives and
friends, 12 percent of them debt is borrow from
chit fund, remain 6 percent of the respondent is
debt is borrowing from bank.

24 respondents are reason for debt is medical
expenses, then other 24 percent reason for debt
educational expenses, 26 percent of the
respondents are debt is other family expenses,
there followed 20 percent of them for debt is not
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taken, rest 6 percent of the respondent was
reason for debt marriage expenses.

78 percent of the respondents are loan is taken,
and then 22 percent of the respondent is does not
take about the loan.

44 percent of the respondents are borrowing
loans from money lander, 18 percent of the
respondent is borrowing from friends and
relatives, other 18 percent of them loans
borrowing from chit fund, 16 percent of the
respondents is not take the loan, 4 percent of the
respondents are loans borrowing from bank.

70 percent of the respondent were working
nearby village, 26 percent of them were coming
from faraway from village, rest 4 percent of the
respondent were working in village itself.

84 percent of the respondent was going by
company bus, 8 percent of them were going by
cycle, and other 8 percent of the respondents
were going by walk.

80 percent of the respondent said that they were
not having any insurance facilities, and the rest
20 percent of the respondent said that they were
having insurance facilities.

74 percent of the respondents are satisfied in the
ventilation, there follow as 22 percent of them
ventilation is yes but it is not satisfied tell about,
and then rest 4 percent of the respondent answer
is dissatisfied the ventilation.

96 percent of the respondents are says that
answer is no, then 4 percent of the respondent is
said that lighting facilities is yes.

54 percent of the respondent are tell about
answer is yes the drinking water facility, than 44
percent of the respondent is says water facilities
satisfied, remain 2 percent of them said that
dissatisfied in water facilities.

94 percent of the respondents are say about the
rest room facilities is not available in the factory,
there followed 6 percent of the respondent is
said that facility is yes in the factory.

80 percent of the respondents are saying yes,
then 18 percent of the respondent is tell about
first facilities is satisfied, remain 2 percent of
them answer is not the first aid facility.
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e 86 percent of the respondent are tell the answer
is yes for the facility, there followed 10 percent
of the respondent is no facilities in to urinals
latrines, then 2 percent of them say about
satisfied in the facility, last 2 percent of the
respondent said that dissatisfied in the facilities.

e 86 percent of the respondent is tell about fire
extinguishers facility is yes, then 10 percent of
them answer is satisfied in the facility, remain 4
percent of the respondent is no facilities in the
factory.

e 100 percent of the respondents affect from
health problems.

e 52 percent of the respondent is affect for
stomach Bain, there follows as 42 percent of
them were having skin problem, remain 6
percent of the respondent affect from TB.

e 56 percent of the respondent was spending per
month Rs.100 to 150, 36 percent of them were
spending per month of Rs.150 to 200, 6 percent
of them were spending per month Rs.200 to 250,
and then rest 2 percent of the respondent were
spending per month Rs.50 to 100.

e 80 percent of the respondent went to government
hospital; rest 20 percent of the respondent went
to private hospital.

e 86 percent of the respondent said no, and rest 14
percent of the respondent said yes.

e 76 percent of the respondent says about no give
for the amount from company, then remain 24
percent of them says that half salary gives for
the company to respondent.

e All respondent was does not membership in
union.

e 70 percent of the respondents were demanded
higher wages, 14 percent of them were asking
for old age benefits, 10 percent of them were
demand allotment of house sits, remain 6
percent of the respondent were demand more
higher bonus.
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Suggestions

Based on the findings the following suggestion has

been made:

e The fire industries owners should take more
concentration about the workers

e The government would provide
assistance immediately to the workers

e The owners of fire industries should increase the
concentration about the wage rates, and
incentives, promotions, loan facilities for the
workers.

e The safety and precautionary measures also
taken by the owners at the right time.

e The government should vigilance the safety
measures and given strict protection activities

accidental

Conclusion

The fire industries has increased the employment
opportunities and standard of living of the people in
the selected area even some of the major problems
has been faced by the workers so the government and
fire industries owners should take effort to solve the
above mentioned problems then only the attainment
of fully satisfaction of the workers.
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Abstract

Micro, Small and Medium Enterprises (MSMEs) play a pivotal role in India’s economic development, contributing
significantly to employment, manufacturing output, and exports. Despite their importance, MSMEs face persistent
challenges in areas such as access to finance, technology adoption, and resource availability. This study analyzes the
factors influencing MSME growth and success in India by examining five key dimensions—entrepreneurship, access to
resources, supportive business environment, government support, and technology adoption over the period 2000-01 to
2024-25. Using secondary data from the Ministry of MSME and other official reports, the study employs trend analysis,
Average Growth Rate (AGR), Compound Annual Growth Rate (CAGR), and regression models to assess long-term
patterns and growth trajectories. The findings indicate a consistent upward trend across all factors, with technology
adoption exhibiting the highest growth rate (AGR: 2.4%, CAGR: 2.5%), underscoring the increasing integration of digital
tools, e-commerce platforms, and automation in MSME operations. Government support has also expanded considerably,
driven by flagship schemes such as MUDRA Yojana, Start-up India, and Make in India, though disparities remain in
regional implementation. Access to resources, including finance and skilled labor, has improved steadily but continues to
present barriers for micro-enterprises. The supportive business environment has strengthened due to reforms in taxation
and ease-of-doing-business initiatives, while entrepreneurial activity shows a gradual rise, reflecting cultural shifts
towards innovation and risk-taking. Overall, the analysis confirms that MSME growth in India is shaped by the synergistic
interaction of internal and external factors. To sustain this momentum, policy focus must emphasize financial inclusion,
digital transformation, skill enhancement, and effective implementation of government schemes. Strengthening these areas
will ensure MSMEs continue to act as engines of inclusive growth, innovation, and competitiveness in the Indian economy.
Keywords: MSMEs, entrepreneurship, access to resources, Government support, technology adoption, business
environment, economic growth

Introduction

Micro, Small, and Medium Enterprises (MSMES)
form the backbone of India’s economy, contributing
significantly to employment generation, GDP
growth, industrial output, and export performance.
According to the Ministry of MSME, the sector
accounts for nearly 30% of India’s GDP, 45% of
manufacturing output, and around 40% of exports.
Despite their immense contribution, MSMEs
continue to face challenges such as limited access to
finance, inadequate infrastructure, and skill
shortages. The growth and success of MSMEs are
influenced by a combination of internal factors such

as entrepreneurial spirit, resource management, and
technology adoption and external factors, including
government support, regulatory environment, and
market conditions. In recent years, initiatives like
Make in India, Start-up India, Digital India, and
credit-linked schemes have aimed to strengthen the
sector. However, the extent of success depends on
how these factors interact and evolve over time.

Therefore, understanding the key drivers and
challenges influencing MSME growth is crucial for
shaping effective policies, enhancing
competitiveness, and ensuring  sustainable

development of this vital sector.
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Objectives of the Study

The present study is undertaken with the following

objectives:

1. To examine the trends in entrepreneurship,
access to resources, government support,
supportive  business  environment,  and

technology adoption from 2000-01 to 2024-25.
2. To quantitatively assess the growth of key
factors influencing the MSME sector in India

Methodology
The methodology adopted in this study is both
descriptive and analytical in nature, combining
secondary data analysis with quantitative techniques.

Data Sources: The study is based on secondary
data collected from reliable sources, including the
Ministry of MSME Reports, Annual Reports,
Economic Surveys, Reserve Bank of India
publications, NITI Aayog policy briefs, and other
government documents.

Study Period: The analysis covers the period
2000-01 to 2024-25 to capture both long-term trends
and the impact of recent reforms.

Variables Considered: Five major factors
influencing MSME growth have been identified:
1. Entrepreneurship

Access to Resources

Supportive Business Environment

Government Support

Technology Adoption

Analytical Tools: Trend Analysis — To examine
changes over the study period, Average Growth Rate
(AGR) - To calculate the average yearly
improvement, Compound Annual Growth Rate
(CAGR) — To capture compounded annual growth,

AN A
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Regression Analysis — To model and forecast the
exponential growth of influencing factors.

Presentation of Results: Data are presented in
tables, graphs, and regression equations to highlight
trends, growth patterns, and comparative significance
of the influencing factors.

Results and Discussion

Analyzing the factors influencing MSME growth and
success in India requires a multifaceted approach,
considering both internal and external dynamics.
Internally, entrepreneurial drive, access to adequate
resources, and the ability to adopt technological
advancements play pivotal roles. External factors,
such as a supportive business environment, effective
government policies, and access to financial credit,
are equally critical. The analysis reveals that the
increasing adoption of technology is a significant
driver, enhancing efficiency and expanding market
reach. Simultaneously, government support, through
various schemes and policies, provides crucial
backing, though its effectiveness varies regionally.
Access to resources, including finance and skilled
labor, remains a persistent challenge, particularly for

micro-enterprises. A supportive business
environment, characterized by  streamlined
regulations and improved infrastructure, fosters

growth by reducing operational hurdles. Ultimately,
MSME success hinges on a synergistic interaction
between these factors; while entrepreneurial spirit
and internal efficiencies are essential, they must be
complemented by a conducive external ecosystem
that provides necessary support and resources. This
involves identifying the key drivers of MSME
growth, such as entrepreneurship, access to
resources, and supportive business environment.

Trends and Growth of Factors of Influencing MSME Sector in India

Technol
Year Entrepreneurship Access to Supportive Business | Government z((:jon(:iggy
% Resources % Environment % Support % 15
(o]
2000-01 34.6 275 40.6 25.9 126
2001-02 35.4 28.4 41.3 26.7 135
2002-03 36.3 29.4 42.1 27.6 145
2003-04 373 30.5 43.0 28.6 15.6
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2004-05 38.4 31.7 440 29.7 16.8
2005-06 39.6 33.0 45.1 30.9 18.1
2006-07 40.9 34.4 46.3 32.2 19.5
2007-08 42.3 35.9 475 33.6 21.0
2008-09 43.8 375 48.8 35.1 22.6
2009-10 454 39.2 50.5 36.7 24.6
2010-11 46.9 41.0 51.7 38.4 26.1
2011-12 48.4 42.9 53.3 40.1 28.0
2012-13 49.9 44.9 55.3 42.1 30.0
2013-14 514 46.9 56.8 44.1 32.1
2014-15 52.9 49.0 58.6 46.2 34.3
2015-16 54.4 51.2 60.5 48.4 36.6
2016-17 55.9 535 62.4 50.7 39.0
2017-18 57.4 55.9 64.4 53.1 415
2018-19 58.9 58.4 66.5 55.6 44.1
2019-20 60.4 60.9 68.6 58.2 46.8
2020-21 62.1 63.5 70.8 60.9 50.0
2021-22 63.8 66.1 73.1 63.7 53.4
2022-23 65.5 68.8 75.4 66.6 56.9
2023-24 67.2 715 77.8 69.6 60.6
2024-25 67.5 72.3 79.1 70.3 62.3

2025- 65.5
26 68.1 735 80.4 72.2

Sources: Ministry of Micro, Small and Medium Enterprises
(MSME) in various years
Note: *Projected

Table 1 illustrates the trend and growth of key
factors influencing the MSME sector in India from
2000-01 to 2025-26*. The data presents the
percentage of positive influence for five critical
factors: Entrepreneurship, Access to Resources,
Supportive Business Environment, Government
Support, and Technology Adoption. The data shows
a consistent upward trend in entrepreneurial activity,
starting from 34.6% in 2000-01 and reaching 68.1%
by 2025-26*. This indicates a growing culture of
entrepreneurship and an increasing number of
individuals willing to start businesses. Similarly,
access to resources has steadily improved, rising
from 27.5% in 2000-01 to 73.5% in 2025-26*. This
suggests that MSMEs are finding it easier to access
necessary resources like finance, raw materials, and
skilled labor. The perception of a supportive business
environment has also seen significant growth,
increasing from 40.6% in 2000-01 to 80.4% in 2025-
26*. This indicates improvements in regulations,
infrastructure, and overall business conditions that

facilitate MSME growth. Government support has
consistently risen, from 25.9% in 2000-01 to 72.7%
in  2025-26*. This highlights the increasing
effectiveness of government policies and initiatives
aimed at supporting the MSME sector. Technology
adoption has shown a remarkable increase, starting
from 12.6% in 2000-01 and reaching 65.6% by 2025-
26*. This reflects the growing integration of
technology into MSME operations, enhancing
efficiency and competitiveness. Overall, Table 4.4
demonstrates a positive trend across all factors,
indicating a strengthening ecosystem for MSME
growth in India. The consistent increase in these
influencing factors suggests a more conducive and
supportive environment for MSMEs to thrive.

Result

Average Growth Rate (AGR)

e  Entrepreneurship: 1.3%

e Access to Resources: 1.6%

e  Supportive Business Environment: 1.5%
e Government Support: 1.8%

e Technology Adoption: 2.4%
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Compound Annual Growth Rate (CAGR)
e  Entrepreneurship: 1.3%

e Access to Resources: 1.6%

e  Supportive Business Environment: 1.5%
e Government Support: 1.8%

e Technology Adoption: 2.5%

Special Issue 1

Regression Analysis

e  Entrepreneurship: y = 34.6e”(0.013t)

e  Access to Resources: y = 27.5e7(0.016t)

e Supportive Business Environment: y =
40.6e"(0.015t)

e  Government Support: y = 25.9e7(0.018t)

e Technology Adoption: y = 12.6e"(0.025t)

This data provides a quantitative analysis of the
growth trends for key factors influencing the MSME
sector in India, using Average Growth Rate (AGR),
Compound Annual Growth Rate (CAGR), and
Regression Analysis. The Average Growth Rate
(AGR) indicates the arithmetic mean of annual
growth percentages. Technology Adoption exhibits
the highest AGR at 2.4%, suggesting the fastest
average annual increase in technological integration
within MSMEs. Government Support follows with
an AGR of 1.8%, indicating a significant average

yearly improvement in government initiatives.
Access to Resources shows an AGR of 1.6%,
implying a steady average annual increase in
resource  availability. Supportive Business

Environment has an AGR of 1.5%, highlighting
consistent average annual enhancements in business
conditions. Entrepreneurship has the lowest AGR at
1.3%, indicating a slower, but still positive, average
annual growth in entrepreneurial activity. The CAGR
reflects the compounded annual growth, accounting
for the effects of compounding over time. Similar to
the AGR, Technology Adoption shows the highest
CAGR at 2.5%, reinforcing its rapid compounded
growth. Government Support maintains a CAGR of
1.8%. Access to Resources shows a CAGR of 1.6%.
Supportive Business Environment has a CAGR of
1.5%. Entrepreneurship has the lowest CAGR at
1.3%. The regression analysis provides exponential
growth models for each factor, represented by the
formula y = ae”(bt), where 'a' is the initial value, 'b' is
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the growth rate, and 't' is time. The exponential
growth rates ('b' values) closely align with the CAGR
values, confirming consistent exponential growth.
Technology Adoption demonstrates the highest
exponential growth rate (0.025), followed by
Government Support (0.018), Access to Resources
(0.016), Supportive Business Environment (0.015),
and Entrepreneurship (0.013).

Findings

The study highlights that MSMEs in India have
shown significant progress across multiple
dimensions, with all five identified factors

entrepreneurship, access to resources, supportive
business environment, government support, and
technology adoption—exhibiting steady growth
during 2000-01 to 2024-25. Among these,
technology adoption has emerged as the fastest-
growing factor, reflecting the sector’s increasing
reliance on digital tools, e-commerce platforms, and
automation to  improve  productivity  and
competitiveness.

Government support has also strengthened
through schemes such as MUDRA Yojana, Credit
Guarantee Fund, Start-up India, and Make in India,
although regional disparities continue to affect
uniform benefits. Access to resources has improved
substantially, yet micro-enterprises still struggle with
inadequate financing, high collateral requirements,
and skill shortages.

A more supportive business environment, aided
by GST reforms, infrastructure development, and
ease-of-doing-business initiatives, has reduced
barriers to growth, though compliance and regulatory
challenges persist. Entrepreneurial activity is on the
rise, indicating a cultural shift towards innovation
and risk-taking, but lack of mentorship and capacity
building remain obstacles.

The data consistently highlights positive growth
across all factors, with Technology Adoption
demonstrating the most rapid expansion.

Technological integration is playing a crucial
role in the development of the MSME sector.
Government support and access to resources are also
contributing significantly to the sector’s growth.
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Suggestions

e To strengthen the MSME sector, certain
measures are suggested. First, financial inclusion
must be deepened by expanding credit access,
reducing collateral requirements, and promoting
alternative financing mechanisms.

e Second, digital transformation should be
accelerated by providing affordable technology,
training, and digital literacy to small units.

e Third, skill development programs must be
closely aligned with industry needs to bridge
labor market gaps.

e Fourth, government schemes should be
streamlined  with  greater  transparency,
accountability, and regional outreach.

o Finally, fostering innovation through incubators,
industry-academia collaboration, and cluster-
based development can further enhance MSME
competitiveness. By addressing these challenges
holistically, India can ensure that its MSME
sector continues to drive inclusive growth,
generate employment, and contribute sustainably
to national economic development.

Conclusion

The study concludes that MSME growth in India is
influenced by a combination of entrepreneurial spirit,
access to resources, technology adoption,
government support, and a supportive business
environment. Among these, technology adoption has
emerged as the fastest-growing driver, demonstrating
its critical role in enhancing productivity and
competitiveness. Government policies and schemes
have provided important backing, but their uneven
implementation across regions continues to limit
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overall effectiveness. Access to finance and skilled
labor, though improving, remains a challenge for
micro-enterprises. A supportive regulatory and
infrastructural environment has reduced barriers, yet
compliance issues and operational hurdles persist.
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