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Abstract

Micro, Small and Medium Enterprises (MSMEs) can be defined on the basis of a number of persons
employed in business, capital invested and turnover of business. MSMEs play a significant role in the
economic development of developing countries as in India. It contributing significantly to GDP growth
and industrial output by manufacturing a diverse range of products, balance development of country by
eliminating monopoly, job creation and local development especially in rural and semi-urban areas,
exports by manufacturing high-quality products, skill enhancement and innovation by providing a
platform and maximum utilisation of resources by using simple technologies and local available
resources. This abstract delves into the miscellaneous role of MSMEs in driving economic
development, highlighting their importance as engines of innovation, regional development and
inclusivity. Through their agility, adaptability and resilience, MSMEs have emerged as key players in
fostering technological advancement, fostering entrepreneurship, fostering globalization and promoting
sustainable development. This paper examines the challenges faced by MSMEs, such as access to
finance, raw material, quality, marketing, technology, competition, access to global market, capacity
utilisation and skilled manpower, and explores policy interventions aimed at enhancing their
competitiveness and facilitating their integration into global value chains. This paper also explains
major role of Intellectual Property Rights in the development of global economy. Recognizing their
significance, policymakers and stakeholders must continue to support and nurture the MSME sector.
This paper discusses initiatives taken by the government in the field of MSME for the socio-economic
development of our country and also describes the current position of our country.
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Introductions

Earlier Micro, Small and Medium Enterprises can be defined on the basis of persons
employed in business and capital invested in business. To provide a single legal framework
and to address the concerns of such enterprises as micro, small and medium MSMED Act
2006 came into force. It provides the first-ever legal framework for recognition of the
concept of “enterprise” which comprises both manufacturing and service entities. It defines
medium enterprises for the first time and seeks to integrate the three tiers of these
enterprises, namely, micro, small and medium. MSMEs was classified as below.

Table 1: Manufacturing Sector

Type of units
Micro Enterprises
Small Enterprises

Medium Enterprises

Investment in Plant and Machinery
Does not exceed twenty five lakh rupees
More than twenty five lakh rupees but does not exceed five crore rupees
More than five crore rupees but does not exceed ten crore rupees

Table 2: Service Sector

Type of units
Micro Enterprises
Small Enterprises

Medium Enterprises

Investment in Plant and Machinery

Does not exceed twenty ten lakh rupees
More than ten lakh rupees but does not exceed two crore rupees
More than two crore rupees but does not exceed five crore rupees
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As per 2006 Act, MSMEs are the enterprises involved in the
processing, production and preservation of goods and
commodities. The board comprises members from the
central and state governments, financial institutions,
industry associations, academic institutions and other
stakeholders. Some examples of MSME enterprises are
Handicrafts and pottery, Food processing and agro-based
industries, Textiles and garments, leather and footwear,
engineering and electronics etc. On 13" may 2020, Finance
minister Nirmala Sitharaman added the additional principal
of turnover along with the investment under Aatma Nirbhar
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Bharat package. A new composition classification for
manufacturing and service units has been notified on 26™
June 2020. Now there will be no difference between
manufacturing and service sectors and it has also been
decided that the turnover with respect to exports will not be
counted in the limits of turnover. This principal has been
added so that MSMEs can grow and expand their business
without losing the benefits and incentives provided by the
government. This has been done to provide ease of doing
businessand in order to be realistic with time.

Table 3: Classification of Enterprises Based on Investment in Plant and Machinery and Turnover

Type of Units Investment in Plant and Machinery Turnover
Micro Enterprises 1 Crore Does not exceed 5 crores
Small Enterprises 10 Crore Does not exceed 50 crores
Medium Enterprises 50 Crore Does not exceed 250 crores

Role of MSMEs
Balance regional development: Small industries in India
account for 95 percent of the industrial units in the country.

Employment: It has offered employment to nearly 60
million people through 28.5 million enterprises, after the
agriculture sector. They generate a greater number of
employment opportunities per unit of capital invested
compared to large industries. It creates employment
opportunities for the locals of that particular areaespecially
in urban or semi-urban areas. These enterprises are the
primary source of livelihood for millions. With their labour-
intensive nature, they absorb a substantial portion of the
workforce, thereby reducing unemployment and poverty
levels.

GDP Growth: It contributes significantly to industrial
output and GDP growth by manufacturing a diverse range of
products. Their flexibility enables them to adapt quickly to
changing  market  dynamics, thereby  enhancing
competitiveness and efficiency in the economy.

Export: These industries contributing 45 percent of the total
exports. MSMEs are instrumental in promoting exports and
foreign exchange earnings by manufacturing high-quality
products that cater to both domestic and international
markets. They serve as a critical link in the global value
chains, facilitating trade and economic integration with the
rest of the world. They supply variety of products which we
can export means they are the supplements for large
industries. They supply products like essential goods,
readymade garments, stationery items, soaps, plastic and
rubber goods, Vegetables, furniture, air conditioner, drugs
and some handlooms, handicrafts and other products from
traditional  villageindustries. Earlier only the big
businessmen could export. But today villagers or tribal
people, even the locals can export their products. Example
the oil, medicines made by the tribals, woollen clothes, jute
bags, khadi products, organic disposals, desi organic gur
made by small enterprises in local areas. Our farmers also
exporting pesticide free rice, wheat, pearl millet etc. Our
cottage industry has been established again with the help of
these enterprises.

Maximum utilisation of resources: They produce simple
products with simple technologies and also depend on

locally available resources. Locally available resources are
less expensive. The establishment and running cost of small
industries are less because of their low overhead expenses.
So that they can easily compete in this era. It can establish
in any area of country and also widely spread without any
locational constraints. They also contribute to the balanced
development of the country.

Provide platform: It provides many opportunities for
entrepreneurship. The latent talents and skills of people can
be channelled into business ideas which can be converted
into reality with less capital and without any formalities. In
this competitive era innovative idea for business is required
according to the need of the consumers. Example organic
products, millet-based products, trendy clothes, and
handmade jewellery. In technology new apps which makes
our life convenient like grocery apps which provide home
deliveries, swiggy or Zomato app, uber or ola etc. They
serve as breeding grounds for innovation, creativity and
experimentation, driving technological advancements and
enhancing productivity across various sectors.

Monopoly: Because of these small enterprises, the variety
of products in the market has increased and the business
which was earlier in the hands of selected businessmen is
now being done by people even at a small level, due to
which they cannot keep the price of any product as per their
wish.

Capture opportunities at right time: Due to the small size
of the organisation, timely and quick decisions can be taken
without consulting many people. So new business
opportunities can be captured at the right time.

Inclusivity: It plays a crucial role in promoting inclusive
growth and reducing regional disparities by decentralizing
economic activities and fostering local development. They
empower marginalized or underdeveloped communities,
including women, minorities and special need persons by
providing them with opportunities for economic
participation and empowerment.

Sustainable development: It acts a catalyst for sustainable
development by promoting eco-friendly practices, resource
optimization, and social responsibility. They contribute to
environmental conservation and community development
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through initiatives such as waste management, renewable
energy adoption, and corporate social responsibility
programs. Example they often recycle materials like plastic,
paper, glass and metal into valuable products, producing
nutrient-rich soil with the waste from households, farms or
restaurants and also use this soil for the organic farming.
They develop eco-friendly packaging alternatives, such as
biodegradable plastics or reusable containers. They promote
local communities for waste segregation and recycling
practices. They encourage people for rain water harvesting.
Through corporate social responsibility programs, they
sponsor scholarships, vocational training and educational
programs to support local schools or provide skills training
for unemployed youth. Even organize health camps and
awareness campaigns for promoting better access to
healthcare services. They implement practices such as tree
planting drives, clean city drives or conservation efforts to
protect natural resources. They may partner with non-profit
organizations to support various social causes such as
gender equality or poverty alleviation.

Globalization: These enterprises serve as the backbone of
many economies, by fostering entrepreneurship and
facilitating integration into the global market. Due to their
flexibility they enable to take advantage of new
opportunities arising from globalization. Many technology
centres have been established for the up gradation and
modernization of existing technology. A Web Portal has
established for creating a technology platform to meet
various needs of MSMEs in addition to implementation of
ERP in Technology Centres. Construction work started for
10 new Technology Centres (TCs), Rohtak, Bhiwadi, Baddi,
Bengaluru, Durg Puducherry, Vishakhapatnam, Sitarganj,
Bhopal and Kanpur. Construction work also started for up
gradation of 3 existing TCs, Bhubaneswar, Mumbai and
Aurangabad. The estimated cost of construction of these
TCs is Rs 600 crore. For Modernization of CTTC
Bhubaneswar, IGTR, Aurangabad and IDEMI Mumbai, 44
high end machines and equipment have been procured.
These machines are state of the art machines providing
world class services to the industry. Many Mou’s have
signed by our ministries with other countries. Shri Giriraj
Singh, Hon’ble Minister of State (Independent Charge),
Ministry of MSME, Government of India and Dr. Mustapa
Mohamed, minister of International Trade & Industry,
Government of Malaysia, witnessed the MoU Signing
Ceremony of National Small Industries Corporation of India
and SME Corp. Malaysia on 25-01-2018for Cooperation in
MSME sector. The National Small Industries Corporation
(NSIC) signed Memorandum of Understanding.

Challenges of MSMEs

1. Finance: The severe problem faced by MSME is that of
non-availability of adequate finance to carry out its
operations. Generally, these businesses begin with a small
capital base. If they want to raise their capital they have to
depend on money lenders. So, they face difficulty in
securing affordable financing due to limited collateral,
bureaucratic hurdles in obtaining loans, high interest rates
and lack of financial literacy among MSME owners. These
units frequently suffer from lack of adequate working
capital, either due to delayed payment of dues to them or
locking up of their capital in unsold stocks. Banks also do
not lend money without adequate collateral security or
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guarantees which many of them are not in a position to
provide.

2. Raw materials: Another major problem of these
enterprises arethe procurement of raw materials. Ifmaterials
are not available; they have to compromise on the quality or
have to pay a high price to get good quality materials. Due
to the small quantity of purchases they are not able to do
bargain. Also, lack of warehouse facility they cannot afford
to take the risk of buying in bulk. Because of general
scarcity of metals, chemicals and extractive raw materials in
the economy, the small-scale sector suffers the most. This
also means a waste of production capacity for the economy
and loss of further units.

3. Managerial skills: These businesses are operated by a
single person, who may not possess all the managerial skills
required to run the business. Many of the small business
entrepreneurs have sound technical knowledge but are less
successful in marketing the output. Due to lack of money,
they cannot afford professional managers and don’t have
enough time to take care of all functional activities.

4. Marketing: For Effective marketing of goods requires a
thorough understanding of the customer’s needs and
requirements and it generates revenue but marketing is a
weaker area of small organisations. These organisations
have, therefore, to depend excessively on middlemen, who
at times exploit them by paying low price and delayed
payments. Further, direct marketingmay not be feasible for
small business firms as they lack the necessary
infrastructure.

5. Quality: Many MSMEs do not adhere to desired
standards of quality. Instead, they concentrate on cutting the
cost and keeping the prices low. They do not have adequate
resources to invest in quality research and maintain the
standards of the industry, nor do they have the expertise to
upgrade technology. Infact, maintaining quality is their
weakest point, when competing in global markets.

6. Capacity utilisation: Due to lack of marketing skills or
lack of demand, many firms have to operate below full
capacity due to which their operating costs tend to increase.
Gradually this leads to sickness and closure of the business.

7. Global competition: In the present context of
globalisation these enterprises face competition is not only
from medium and large industries, but also from
multinational companies which are giants in terms of their
size, available resources, market presence and business
volumes.

8. Technological constraints: Many enterprises lack access
to advanced technology and digital tools, which can hinder
their efficiency, productivity, and ability to innovate. The
significant investment and expertise may require adopting
new technology.

9. Fluctuating market demand: These are vulnerable to
fluctuations in market demand, economic downturns, and
changes in consumer preferences. Market is uncertain and it
make difficult for them to forecast sales, manage inventory
and plan for the future.
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10. Adapting to changing regulations: It must comply
with various regulations and legal requirements, which can
change frequently and vary across different regions and
industries. Staying updated and adapting to these changes
can be challenging, especially for smaller businesses with
limited legal expertise.

Role of Intellectual Property Rights in global economy

Over the past two decades, intellectual property rights have
grown to a stature from where it plays a major role in the
development of global economy Intellectual property (IP)
refers to the creations of the human mind, like inventions,
literary and artistic works, symbols, names, images and
designs used in business.it is intangible in nature so that it
cannot be defined or identified by its own physical
parameters. It encourages creation of new, pathbreaking
inventions, such as cancer cure medicines. It incentivises
inventors, authors, creators, etc., for their work. It allows the
work created by a person to be distributed and
communicated to the public only with his/her permission.
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recognition for their work. The copyright is an exclusive
right of the creator to prohibit the unauthorised use of the
content which includes reproducing and distributing copies
of the subject matter. A trademark is any word, name, or
symbol (or their combination) that lets us identify the goods
made by an individual, company, organization, etc. It helps
protect innovation through patents, utility models and trade
secrets of the MSME’s. It protects creativity by designs and
authors rights also prevents competitors from imitating
products or services. It encourages innovation and creativity
within MSMEs. MSMEs are motivated to invest in research
and development, leading to the generation of new ideas,
technologies and products.

Government initiatives

Udyam Registration- The guidelines regarding composite
criteria of classification of MSMEs which was notified on
26t June 2020 is available on link:
https://msme.gov.in/sites/default/files/IndianGazzate.pdf.
Now the new and existing entrepreneurs can file their

Therefore, it helps in the prevention of loss of income. It ‘Udyam’ Registration online on portal: https://udyam
helps authors, creators, developers and owners to get registration.gov.in.
Table 4: Distribution of Udyam Registrations by State/UT in India
S. No. State/UT Total Udyam Micro Small Medium
1. Andhra Pradesh 811033 787786 21599 1648
2. Arunachal Pradesh 12401 12073 308 20
3. Assam 451605 442985 8054 566
4, Bihar 1019733 1003364 15541 828
5. Chhattisgarh 353876 342913 9910 1053
6. Goa 50901 49376 1397 128
7. Gujarat 1808153 1730310 70738 7105
8. Haryana 827994 796202 29124 2668
9. Himachal Pradesh 153589 149857 3353 379
10. Jharkhand 430307 422343 7465 499
11. Karnataka 1431126 1389341 38447 3388
12. Kerala 592372 575047 16101 1224
13. Madhya Pradesh 1198138 1171357 25027 1754
14, Maharashtra 4243041 4143344 89551 10146
15. Manipur 65962 65375 561 26
16. Meghalaya 19902 19465 393 44
17. Mizoram 21906 21691 206 9
18. Nagaland 22351 221371 199 15
19. Odisha 789435 776288 12307 840
20. Punjab 951114 925214 23826 2074
21 Rajasthan 1812562 1773984 359052 2673
22. Sikkim 10082 9907 1601 15
23. Tamil Nadu 2508056 2452644 51023 4389
24, Telangana 876189 849868 23691 2630
25. Tripura 54320 53373 884 63
26. Uttar Pradesh 2395327 2339889 51514 3924
27. Uttarakhand 246913 241106 5397 410
28. West Bengal 1023139 990400 300512 2688
29. Andaman And Nicobar Islands 12163 11917 236 10
30. Chandigarh 39106 37193 17281 185
31. Delhi 618951 580746 34189 4016
32. Jammu And Kashmir 403714 398937 4488 289
33. Ladakh 104211 10311 107 3
34. Lakshawdeep 864 864 0 0
35. Puducherry 36933 36017 836 80
36. The Dadra And Nagar Haveli And Daman And Diu 18618 17290 1127 201
Total 25322297 24650914 615443 55940

Addition of Activities (NIC code) under MSMED Act, 2006
for Udyam Registration - Retail and Wholesale Trade Now,
Retail and wholesale trades are allowed to be registered on
Udyam Registration Portal as MSMEs. However, benefits to

Retail and Wholesale trade MSMEs are to be restricted to
Priority Sector Lending only. The list of eligible additional
activities is as under.
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45 Wholesale and retail trade and repair of motor vehicle and motorcycles
46 Wholesale trade except of motor vehicles and motor cycles
47 Retail Trade Except of Motor cycles

MyMSME

The Office of Development Commissioner (MSME) has
launched a web-based application module, namely,
MyMSME, to facilitate the enterprises to take benefits of
various schemes. This can also access through a mobile app.
Entrepreneurs can make their applications and track it as
well on their mobile itself.

Direct Benefit Transfer in the M/oMSME: DBT cell have
been constituted in the Ministry for simpler and faster flow
of funds so that funds can be directly transfer to
beneficiaries and it also reduce frauds. The schemes have
been categorized based on the benefit type to the
beneficiary’s i.e., Cash, Kind or Composite (i.e. Cash and
Kind).

Startup India Scheme: The objective of Startup India
Scheme is to build a strong ecosystem for nurturing
innovation and startups in the country. The scheme
specifically aims to trigger an entrepreneurial culture and
inculcate entrepreneurial values in the society at large and
influence the mindset of people towards entrepreneurship,
also create awareness about the charms of being an
entrepreneur and encourage more dynamic startups by
motivating educated youth, scientists and technologists to
consider entrepreneurship as a lucrative, preferred and
viable career.

Credit Facilitation by Government

Table 5: State wise Credit Facilitation by Government for the
Financial Year 2020-21

S. No. State/Ut Amount in cr.
1. Andhra Pradesh 117.65
2. Assam 44.87
3. Bihar 23.81
4. Chhattisgarh 52.53
5. Gujarat 91.91
6. Himachal Pradesh 21.04
7. Haryana 147.31
8. Jharkhand 41.66
9. Karnataka 415.43
10. Kerala 58.27
11. Madhya Pradesh 70.78
12. Maharashtra 355.38
13. Odisha 145.60
14. Punjab 246.77
15. Rajasthan 509.32
16. Tamil Nadu 192.49
17. Tripura 0.30
18. Telangana 292.18
19. Uttar Pradesh 181.64
20. Uttarakhand 18.74
21. West Bengal 67.481
22. Delhi 464.97
23. Chandigarh 110.85
24. Dadar and Nagar Haveli 4.82
25. Puducherry 18.28

Total 3694.08

Digital Payments: Government of India is making efforts
for promoting a cash less economy and to provide the
facility of seamless digital payment to all citizens of India in

a convenient manner. Promotion of digital payments has
been accorded highest priority by the Government of India
to bring each and every segment of our country under the
formal fold of digital payment services. The Vision is to
provide facility of seamless digital payment to all citizens of
India in a convenient, easy, affordable, quick and secured
manner.

Digidhan Mission: As a partner in the initiative, Ministry
of MSME has taken numerous initiatives to digitally enable
the entire  MSME ecosystem. In line with the
recommendations of Committee of Secretaries (CoS) and
the guidelines of MeitY, a committee on Digital Payments
has been constituted in the Ministry under the Chairmanship
of Secretary (MSME) for making the Ministry and its
attached offices achieve the successful implementation of
‘Digidhan Mission’. All the offices of Ministry of Micro,
Small and Medium Enterprises, including its attached
offices have been digitally enabled. For the MSMEs
registered under UAM, efforts have been made to spread
awareness on the ease and benefits of different modes of
payments such as BHIM, UPI and Bharat QR code. For the
Ministry and its attached offices (KVIC, Coir Board, NSIC,
MGIRI, NIMSME and O/o DC (MSME)) Digital
transactions are 97.67% in terms of value and 88.64% in
number during the year 2022-23 (Up to December 2022).

Grievance Monitoring: The Ministry attends to all the
grievances on Centralized Public Grievance Redress and
Monitoring System (CPGRAMS) and the number of the
pending grievance on CPGRAMS as on 31.12.2022 was 60.
The Ministry has started an MSME internet grievance
monitoring system (eSAMADHAN) to track and monitor
other grievances and suggestions received in the ministry.

MSME Sampark: A job portal called “MSME
SAMPARK?” has been launched by the Hon’ble President of
India on 27.06.2018. This portal is a digital platform
wherein jobseekers (i.e. passed out trainees / students of
MSME Tool Rooms & Technical Institutions) and recruiters
can register themselves for mutually beneficial interaction.
As on 05.01.2023, a total of 4, 80, 511 passed out trainees
(job seekers) database available on portal out of which 99,
201 trainees (job seekers) have registered and 6, 469
recruiters (job provider) have registered on the SAMPARK
portal against vacancies posted by recruiters; 49,415
resumes have been shared with recruiters and 33,593 jobs
have been offered.

Champions Portal

CHAMPIONS stands for Creation and Harmonious
Application of Modern Processes for Increasing the Output
and National Strength.

MSME-Transforming Homemaker to Entrepreneur
(For Women): Women are the pillars of society and when
women are empowered, the whole world is empowered
Ministry of Micro, Small and Medium Enterprises (MSME)
is empowering women entrepreneurs through its different
schemes helping women spark their talent and build their
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own identity. 1.38 lakh projects have been set up by the
women entrepreneurs under Prime Minister’s Employment
Generation Programme (PMEGP) Scheme since inception
and upto 23.01.2019. The projects set up by women
entrepreneurs are about 30% of total projects set up under
PMEGP. Under the scheme, women entrepreneurs are
covered under Special Category and are entitled to 25% and
35% subsidies for the project set up in urban and rural areas
respectively. For women beneficiaries, own contribution is
only 5% of the project cost while for general category it is
10%. During 2016-17 and 2017-18, under the Khadi
Programme of KVIC, women entrepreneurs have set up
30437 projects for which margin money of 85,305 lakh
Rupees have been disbursed. Not only MSME, the
Government of India has taken various steps towards
women empowerment and safety. Initiatives like Beti
Bachao, Beti Padhao, Stand Up India, Mission
Indradhanush, Mudra Yojana Scheme, TREAD (Trade
Related Entrepreneurship Assistance and Development)
Scheme, Mahila Udyam Nidhi Scheme, Annapurna Scheme,
Stree Shakti Package for Women Entrepreneurs, Bhartiya
Mahila Business Bank Loan, Dena Shakti Scheme,
Udyogini Scheme, Cent Kalyani Scheme and many more
have added to the welfare of the women population in India.

Entrepreneurship  promotion and  development
Programme: EPDP are being organized regularly to nurture
the talent of youth by enlightening them on various aspects
of industrial/business activity required for setting up MSEs.
These Programmes are conducted for youth and other
people interested to set up their own industrial/self-
employment venture. Such activities are also organized in
ITls, Polytechnics and other technical institutions/business
schools, where skill/talent is available to motivate them
towards self-employment.

Conclusion

This indicates that MSMEs plays a crucial role in economic
development of developing countries as India. With a vast
network of about sixty-three million three hundred eighty
thousand enterprises, about forty-five percent contribution
in manufacturing output, more than 40 percent of exports,
over 28 percent of the GDP. Their significance lies in their
contribution to employment generation, income generation,
industrialization, exports and fostering entrepreneurship.
Additionally, after facing so much challenges of like
finance, global competition, technology, marketing, it
promotes balanced regional development by creating
opportunities in rural and semi-urban areas. Overall, the
growth and sustenance of MSMEs are pivotal for fostering
inclusive and sustainable development in India. And
Government initiatives are essential to promote MSMEs.
Through Udyam Registration Portal MSMEs has been
established in different states and they provide employment
like it created 120 million jobs across all industries in India,
women owned MSMEs constitute 20.5 percent of the total
registered MSMEs in India, but their contribution to
employment is 18.73 percent. Government has issued
credits to different states, also do awareness program to
motivate to establish their own industries.
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