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Abstract:

The MSMEs play a vital role in the overall growth of the industrial economy of the country. It not only play role in
providing large employment opportunities at comparatively lower capital cost than large industries but also helps in
the development of rural and backward areas, thereby, reducing regional imbalances, assuring more equitable
distribution of national income and wealth. This paper analyzes the current status of Indian MSMEs in Rural
Development and how the government regulations will help in the promotion and growth of Micro, Small and Medium
Enterprises, which play a critical role in fostering inclusive growth in the country.
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Introduction:

In the Indian context MSMEs are often considered in concert of the strengths of national economy. The
contribution of MSME sector in India’s Gross Domestic Product is 28.90% within the year 2016-17. MSME sector
accounts for about 45% of the manufacturing output and around 40% of the entire export of the country. The main
advantage of the sector is its employment potential at low capital cost. The Micro, Small and Medium Enterprises
Development (MSMED) Act was notified in 2006 to deal with different issues affecting MSMEs. The MSMED Act

has the subsequent key provisions:-

Establishment of a National Board for Micro, Small and Medium Enterprises headed by the Minister for
MSME. The role of the Board is to look at the factors affecting the promotion and development of MSMEs, review
the policies and programmes of the Central Government and make recommendations in relevancy facilitating the

promotion and development and enhancing their competitiveness.

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 primary time and seeks to integrate the three
tiers of these enterprises, namely, Micro, Small and Medium.

It empowers the Central Government to undertake programmes and issue guidelines and directions to develop
and enhance the competitiveness of MSMEs.
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In India, the enterprises have been classified broadly into two categories:
1. Manufacturing
2. Services
In accordance with the provision of Micro, Small & Medium Enterprises Development (MSMED) Act, 2006 the

Micro, Small and Medium Enterprises (MSME) are classified as below:

Manufacturing Sector
Enterprise Category Investment in plant & machinery
Micro Enterprises Does not exceed Rs. 25 lakh
Small Enterprises More than Rs. 25 lakh but does not exceed Rs.
5 crore
Medium Enterprises More than Rs.5 crore but does not exceed Rs.
10 crore
Service Sector
Enterprise Category Investment in equipment
Micro Enterprises Does not exceed Rs.10 lakh
Small Enterprises More than Rs. 10 lakh but does not exceed
Rs.2 crore
Medium Enterprises More than Rs.2 crore rupees but does not exceed
Rs. 5 crore

Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

Objectives:
e To examine the expansion and performance of MSMEs.
e To divulge the contribution of MSMEs to the development of Rural Areas.

e To analyze the opportunities and Challenges of MSMEs.

Statement of the Problem:

e Major Constraints of MSMEs are New Technology to produce quality products, ability to hire qualified and
skilled staff for production.
e Issues like market access and access to capital.

e Many MSMEs don’t function efficiently because of due to poor management.

Research Methodology:

The present study is exclusively supported on secondary data which has been collected from the various issues of

Annual Reports on MSMEs and handbook of central Statistics Office, books, Journals and Internet etc.
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Opportunities:

The opportunities in the MSMEs are huge due to the following factors:

e Support by Government

Less capital

Funding, finance and subsidies
Raw material procurement

Demand in the domestic market

Limited access to institutional finance.

[ ]

e Manpower training
e Export promotion
[ ]

e Export potential..ect.
Challenges:

[ ]

e Huge unregistered MSMEs.
[ ]

[ ]

[ ]

[ ]

[ ]

[ ]

Require to improve the competitiveness of the MSME sector.
Access to New Technology and Innovation.

Use of traditional machines causes low productivity
Bureaucratic delays in getting clearances.

Low outreach and non availability of new markets.
Lack of skilled manpower.

As per the National Sample Survey (NSS) there have been 633.88 lakh unincorporated non agriculture MSMEs

within the country engaged in different economic activities (196.65 lakh in Manufacturing, 0.03 lakh in Non —

captive Electricity Generation and Transmission, 230.35 lakh in Trade and 206.85 lakh in other Services)
Table: 01 Estimated Number of MSMEs in the Country:

Activity Estimated Number of Enterprises (in Lakh) Share (%)
Category Rural Urban Total

Manufacturing 114.14 82.50 196.65 31
Trade 108.71 121.64 230.35 36
Other Services 102.00 104.85 206.85 33
Electricity* 0.03 0.01 0.03 0
All 324.88 309.00 633.88 100

* Non —captive electricity generation and transmission

Source: Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

It is seen that 31% of MSMEs were found to be engaged in Manufacturing activities, while 36% were in Trade
and 33% in other services. Again out of 633.88 estimated number of MSMEs, 324.88 lakh MSMEs (51.25%) were
in rural area and 309 lakh MSMEs (48.75%) were in the urban areas.
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Table: 02 Percentage Distributions of Enterprises in Rural and Urban Areas
(Male/Female Ownership category wise)

Sector Male Female All
Rural 77.76 22.24 100
Urban 81.58 18.42 100
All 79.63 20.37 100

Source: Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

There has been overwhelming predominance of male owners in proprietary MSMEs. Thus, for proprietary MSMEs
as a whole, male owned 79.63% of enterprises as compared to 20.37% owned by female. There was no significant
deviation in this pattern in urban and rural areas, although the dominance of male owned enterprises was slightly

more pronounced in urban areas as compared to rural areas (81.58% as compared to 77.76%).

Table: 03 Percentage Distribution of enterprises by social groups of owners.

Sector SC ST OBC Others Not Known | All

Rural 15.37 6.70 51.59 25.62 0.72 100
Urban 9.45 1.43 47.80 40.46 0.86 100
All 12.45 4.10 49.72 32.95 0.79 100

Source: Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

The socially backward groups owned almost 66.27% of MSMEs, though bulk of that may be
attributed to OBCs owning in 49.72%. The representation of SC and ST owners in MSME sector was low at 12.45%
and 4.10% respectively. In rural areas, almost 73.67% of MSMEs were owned by socially backward groups, of which
51.59% belonged to the OBCs. In urban areas, almost 58.68% belonged to the socially backward groups, of which
47.80% belonged to the OBCs.
Table: 04 Estimated Employment in MSMESs Sector (Broad Activity Category Wise)

Broad Activity | Employment (in Lakh) Share (%)
Category Rural Urban Total

Manufacturing 186.56 173.86 360.41 32

Trade 160.64 226.54 387.18 35

Other Services 150.53 211.69 362.22 33
Electricity* 0.06 0.02 0.07 0

All 497.78 612.10 1109.89 100

Source: Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

MSME sector has been crating 11.10 crore jobs (360.41 lakh in Manufacturing, 387.18 lakh in Trade and 362.22 lakh
in other services and 0.07 lakh in non captive electricity generation and transmission ) within the rural and also the

urban areas across the country.
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Table: 05 Distribution of Employment in Rural and Urban Areas (Number in Lakh)

Sector Micro Small Medium Total Share (%)
Rural 489.30 7.88 0.60 497.78 45

Urban 586.88 24.06 1.16 612.10 55

All 1076.19 31.95 1.75 1109.89 100

Source: Source: Ministry of Micro, Small and Medium Enterprises, Annual Report 2017-18

Micro sector with 630.52 lakh estimated enterprises provides employment to 1076.19 lakh persons, which accounts
for around 97% of total employment within the sector. Small sector with 3.31 lakh 92.88%) and 1.75 (0.16%) persons
of total employment in MSME sector, respectively.

Short Analysis:

e MSMEs in the Indian Economy have shown tremendous growth and excellent performance with the
contribution of policy framework and efficient steps which had been taken by the Government for the

expansion and development of the MSMEs.

e 31% MSMEs were found to be engaged in Manufacturing activities, while 36% were in Trade and 33% in
Other Services. Again out of 633.88 estimated number of MSMEs, 324.88 lakh MSMEs (51.25%) were in
rural area and 309 lakh MSMEs (48.75%) were within the urban areas. (Annual Report of Ministry of MSMEs,
2017-18)

Findings:
e Entrepreneurship development and training is, thus, one among the key elements for development of micro,

small and medium enterprises (MSMESs).

e Banks must provide details regarding various credit schemes.

Suggestions and Conclusion:

e The experience of recent years shows that while employment in agriculture sector has been declining, large
industries are also experiencing jobless growth. In such a situation, the main responsibility for job creation
rests with Micro, small and medium enterprises.

e Itisvery important for Governments to possess time to time policies to encourage the growth of local MSMEs
as they will help to directly alleviate poverty by increasing income levels and creating jobs in both rural and
urban India.

e Addressing challenges requires a multi-dimensional approach encompassing policy reforms, capacity-building

initiatives, access to finance, technology transfer, regulatory simplification, and market development
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interventions. By overcoming these hurdles, MSMEs can unlock their full potential as engines of economic
growth, job creation, and inclusive development.

e Inconclusion, this research underscores the indispensable role of MSMEs in driving inclusive growth and rural
development in India. Despite facing numerous challenges, MSMEs possess immense potential to transform
the socio-economic landscape of rural areas. By addressing the identified challenges and implementing
targeted interventions, policymakers can unlock the full potential of MSMESs as engines of inclusive and

sustainable development.
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