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ABSTRACT

India’s Micro, Small, and Medium Enterprises (MSMEs) form a backbone of economic growth,
contributing significantly to GDP, industrial production, exports, and employment generation across both
urban and rural sectors. While these enterprises are essential for inclusive development, innovation, and
entrepreneurial dynamism, they continue to face structural challenges such as limited finance,
infrastructure gaps, and regulatory complexities. At the same time, the sector is witnessing a
transformation driven by policy reforms, digitalization, technological advancement, and global market
integration, creating new growth opportunities, competitiveness, and sustainability for India’s MSME
ecosystem.
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1. INTRODUCTION

The Micro, Small and Medium Enterprises (MSMEs) play a pivotal role in the economic and social
development of the country, often acting as a nursery of entrepreneurship. They also play a pivotal role in
the development of the economy with their effective, efficient, flexible and innovative entrepreneurial
spirit. The MSME sector has been a significant contributor to the country’s with generating the highest
employment growth as well as accounting for a major share of industrial production and exports.

MSME:s across the globe are fueling economic growth and are the key instruments for promoting equitable
development. The primary attribute of the sector is its employment potential at low capital cost. The labor
intensity of space is much higher than that of large enterprises. MSMEs account for about 90 per cent of
total enterprises in most of the economies and are credited with generating the highest rates of employment
growth and account for a major share of industrial production and exports. On the domestic front, MSMEs
play an essential role in the overall industrial economy of the country. In recent years, the MSME sector
has been consistent in registering a higher growth rate compared with the overall industrial sector. Further
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with qualities such as agility and dynamism, the sector has shown admirable innovativeness and
adaptability to survive the recent economic downturn and recession.

The Indian MSME sector space is immensely heterogeneous with regards to the size of the enterprises,
variety of products and services, and levels of technology. The sector not only plays a crucial role in
providing employment opportunities at comparatively lower capital cost than large industries but also
helps in industrialization of rural and backward areas, reducing regional imbalances and assuring more
equitable distribution of national income and wealth. MSMEs complement large industries as ancillary
units and contribute enormously to the socio-economic development of the country.

As of November 2024, the Micro, Small, and Medium Enterprises (MSME) sector provides employment
to over 23.14 crore people, which amounts to approximately 16% of India's population. This makes
MSMEs the second-largest employment generator in India, after agriculture.

MSMEs SECTOR: EMPLOYMENT AND ECONOMIC CONTRIBUTION OVERVIEW

Employment Metrics:
> Total Jobs Created: 23.14 crore (231.4 million) jobs across 5.49 crore MSMEs (November 2024)
> Recent Job Growth: 10 crore new jobs added between August 2023 and November 2024

> Formalization Impact: 2.84 crore jobs created through Udyam Assist Platform since January
2023

> Women's Participation: 5.23 crore women employed in MSME sector

> Micro-Enterprise Scale: 5.41 crore micro-enterprises forming the sector's base

Economic Contribution:

> GDP Share: Approximately 30% contribution to India’'s GDP

> Export Performance: 45.79% of total national exports (as of May 2024)

> Geographic Reach: Operations across rural and urban areas promoting balanced development
> Sectoral Impact: Second-largest employment provider after agriculture

Key Achievements:

> Fastest-growing employment sector in India

> Major contributor to women's economic empowerment
> Critical driver of export competitiveness

> Primary vehicle for inclusive, equitable growth

IJSAT25048978 Volume 16, Issue 4, October-December 2025 2



https://www.ijsat.org/

@ International Journal on Science and Technology (IJSAT)
E-ISSN: 2229-7677 e Website: www.ijsat.org e Email: editor@ijsat.org

-
MSMEs Contribution
to India’s GDP
Services Industry
Manufacturing
Industry
NEW CRITERIA FOR CLASSIFICATION OF MSMEs
INVESTMENT TURNOVER
Type
Current Revised Current Revised
MicroEnterprise Rslcr Rs 2.5cr Rs 5cr Rs 10cr
Small Enterprise Rs 10cr Rs 25cr Rs 50cr Rs 100cr
Medium Enterprise Rs 50cr Rs 125cr Rs 250cr Rs 500cr
Source: Budget 2025-2026, Speech of Nirmala Sitharama, Union Minister of Finance February 1, 2025.
2. OBJECTIVES OF THE STUDY
> To study the various opportunities of micro small and medium scale entrepreneurs.
> To study the challenges of micro small and medium scale entrepreneurs.
> To understand the contribution of MSMESs in economic development of India.

3. REVIEW OF LITERATURE

> The Dependency Syndrome Warning (1961): The Japanese delegation's observations during
their 1961 visit to India offered a prescient critique that remains relevant six decades later. Their
assessment that government facilities and concessions provided to small industries were "in excess of their
requirements" and would lead to "continuous dependence on the government" identified a fundamental
challenge in India's MSME policy approach.

> Small in Size, Big in Impact (1974): Prasad's seminal 1974 study challenged prevailing
perceptions by demonstrating that India's small-scale industrial sector was "small only in size but big on
achievements." This research established the foundational understanding of MSMEs' disproportionate
contribution to employment, output, and economic dynamism.

> Efficiency and Location Dynamics (1976): Bhati's 1976 research presented surprising findings
that challenged assumptions about government-provided industrial infrastructure. His study revealed that
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"in a majority of cases, units outside the industrial estates showed higher rates of surplus" compared to
those within estates.

> Small Business as Economic Catalyst (1981): Graham Bannock's 1981 analysis provided a vivid
portrayal of individual small businesspersons' practical challenges while connecting micro-level struggles
to macro-economic policy debates. His work was particularly influential in advocating for policy
environments that "release the economic dynamism inherent in the small business sector."

> Banking and Financial Services Evolution (2012): Sahila and Chaudhry's 2012 research
examined the critical relationship between MSMEs and banking institutions, particularly in export
financing. Their study identified perception gaps between bankers and customers as the root cause of
service deficiencies.

4. RESEARCH METHODOLOGY

The study is based on secondary sources. The data is taken from various websites,
Newspapers, Journals Etc.

5. OPPOURTUNITIES OF MSMEs IN INDIA

> Digital Transformation and E-Commerce: MSMEs can harness digital technologies for
marketing, online sales, and efficient operations. With India’s digital economy expected to reach $1 trillion
by 2025, small businesses have vast potential to expand beyond local boundaries through e-commerce
platforms.

> Green Technology and Sustainability: Growing environmental awareness and government
incentives create new markets in renewable energy, waste management, and sustainable materials. The
green technology market is projected to touch $240 billion by 2030, opening doors for eco-friendly MSME
ventures.

> Healthcare and Wellness Sector: MSMEs can tap into India’s rapidly expanding healthcare
industry—expected to reach $638 billion by 2025—by offering affordable healthcare devices,
telemedicine, diagnostics, and wellness products.

> Rural and Agricultural Development: There are significant opportunities in agro-processing,
food packaging, farm equipment manufacturing, and rural tourism. Government schemes promoting rural
entrepreneurship further encourage MSMEs in this domain.

> Export Expansion: MSMEs can leverage digital export platforms and government programs like
Make in India and ECGC support to access global markets, enhance competitiveness, and earn valuable
foreign exchange.

> Industry 5.0 Integration: Adoption of advanced manufacturing technologies—including
robotics, drones, automation, and 3D printing—allows MSMEs to boost productivity, reduce costs, and
contribute to job creation in the digital economy.

> Fintech and Digital Lending Solutions: The rise of digital finance platforms enables MSMEs to
access quick, collateral-free loans, enhancing their ability to invest in innovation, infrastructure, and
expansion.

> Strategic Collaboration with Large Enterprises: Partnering with larger corporations provides
MSMEs access to new markets, technologies, and expertise, fostering mutual growth and innovation
through supply chain integration and co-development projects.
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CHALLENGES OF MSMEs IN INDIA
Financial Challenges

> Limited Access to Credit: Many MSMEs struggle to secure financing from formal institutions
due to strict lending policies and lack of sufficient collateral.

> High Cost of Borrowing: Elevated interest rates make loans expensive, hindering investment and
expansion.

> Delayed Payments: Frequent payment delays from clients and government bodies disrupt cash
flow and working capital management.

Operational Challenges

> Inadequate Infrastructure: Poor power supply, weak transportation networks, and limited
logistics support increase operational costs.

> Complex Regulations: A cumbersome regulatory framework and compliance burden consume
time and resources.

> Technological Gap: Limited access to modern technologies and digital tools reduces productivity
and competitiveness.

Market-Related Challenges

> Intense Competition: MSMEs face stiff competition from large corporations and other small
enterprises.
> Restricted Market Reach: Many small businesses lack access to broader domestic and

international markets.
> Evolving Consumer Preferences: Rapidly changing consumer needs require innovation and
adaptability, which small firms often find difficult.

Human Resource Challenges

> Skill Deficiency: A shortage of trained manpower and limited access to vocational training affects
productivity and innovation.

> Employee Retention: MSMESs often struggle to retain skilled employees due to limited career
growth opportunities and lower pay scales.

Other Structural Challenges

> Low Awareness Levels: Many entrepreneurs remain unaware of government support schemes and
financial incentives available to them.

> Corruption and Bureaucracy: Red tape, corruption, and administrative hurdles discourage
investment and slow down business operations.

> Global Competition: With increasing globalization, MSMEs face difficulties in competing with
large international firms that have better technology and scale advantages.
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GOVERNMENT INITIATIVES SUPPORTING MSMEs GROWTH

> Prime Minister’s Employment Generation Programme (PMEGP)- To generate self-
employment opportunities by setting up micro-enterprises in rural and urban areas.

> Micro and Small Enterprises — Cluster Development Programme (MSE-CDP)- To enhance
the productivity and competitiveness of MSMEs through common facility centers (CFCs) and
infrastructure development.

> Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE)- To provide
collateral-free credit to MSMEs through banks and financial institutions.

> Credit Linked Capital Subsidy Scheme (CLCSS)- To facilitate technology upgradation by
providing capital subsidy for new machinery and equipment.

> Aatmanirbhar Bharat Abhiyan (Self-Reliant India Campaign)- To strengthen MSMEs by
promoting local manufacturing, digitalization, and innovation.

> Skill India and Entrepreneurship Development Programs- To enhance entrepreneurial and
managerial skills through training programs.

> Procurement and Marketing Support (PMS) Scheme- To promote market access for MSME
products through trade fairs, exhibitions, and e-marketing platforms.

> Digital MSME Scheme- To encourage MSMEs to adopt Information and Communication
Technology (ICT) tools and digital solutions for growth and efficiency.

> ZED (Zero Defect Zero Effect) Certification Scheme- To promote manufacturing quality and
environmentally sustainable production among MSME:s.

> Udyam Registration Portal- To provide a simple online registration system for MSMEs and
facilitate access to government benefits and schemes.

ADDRESSING CHALLENGES OF MSMEs
Financial challenges

> Access to capital: Secure financing through government schemes like MUDRA, Stand-Up India,
and CGTMSE, which offer collateral-free loans. Explore fintech platforms and ensure proper financial
planning.
> Loan applications: Get assistance with loan applications and documentation to increase approval
chances.

Technology and innovation

> Digital adoption: Embrace e-commerce platforms and digital marketing to reach a wider customer
base. Automate operations and digitize processes where possible.

> Innovation: Focus on innovation, as many MSME:s rely on outdated technologies, which reduces
competitiveness.

Skills and labor

> Skilled workforce: Invest in training and upskilling programs for the workforce to adapt to new
technologies.
> Targeted training: Offer specialized training programs focused on industry-specific needs, such

as advanced manufacturing, quality control, and financial management.
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Regulatory and infrastructure challenges

> Streamline regulations: Simplify complex regulatory and compliance processes, such as GST
registration and labor laws.
> Improve infrastructure: Enhance infrastructure facilities to boost productivity and profitability.

This includes strengthening logistics and warehousing.
Market and competition

> Market expansion: Expand market reach by adopting digital marketing and e-commerce. Build
partnerships with larger enterprises and participate in trade fairs to access new networks.

> Competition: Focus on innovation and efficiency to remain competitive against larger firms, as
globalization and e-commerce have increased competition.

6. SUGGESTIONS

> Financial Inclusion: Streamline loan processes, leverage digital lending, and enhance credit
guarantee schemes for timely and affordable finance.

> Tech Adoption: Offer incentives and training for MSMEs to embrace digital tools, automation,
and sustainable technologies.

> Infrastructure Development: Establish industrial clusters, logistics parks, and reliable power
supply to boost operational efficiency.

> Skill Enhancement: Implement vocational training and entrepreneurship programs to bridge skill
gaps and improve workforce quality.

> Ease of Doing Business: Simplify regulatory compliance, reduce bureaucratic hurdles, and
promote digital governance.

> Market Access: Support MSMEs in domestic and international markets through e-commerce,
export promotion, and branding initiatives.

> Awareness and Support: Educate MSMEs about government schemes, financial incentives, and
capacity-building programs.

7. CONCLUSION

MSMEs are crucial to India's economic growth, driving employment, innovation, and exports. By
addressing challenges in finance, technology, infrastructure, and market access, MSMEs can become
stronger, more competitive, and sustainable, contributing to India's economic development.
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