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REVIVAL OF MSME’S IN INDIA: A STEP TOWARDS SUSTAINABLE DEVELOPMENT

DR. NIDHI SRIVASTAVA
ASST. PROFESSOR
DEPARTMENT OF MANAGEMENT STUDIES
NATIONAL P.G. COLLEGE
LUCKNOW

GAGANDEEP CHADHA
ASST. PROFESSOR
DEPARTMENT OF MANAGEMENT STUDIES
NATIONAL P.G. COLLEGE
LUCKNOW

ABSTRACT

MSME play a significant role in Indian manufacturing sector and have become an engine of economic growth in India. They are now moving ahead with their
effective, efficient, flexible and innovative entrepreneurial spirit. The sector is generating the highest rates of employment growth and account for a major share
of industrial production. It is estimated that MSMEs account for almost 90% of industrial units in India and 40% of value addition in the manufacturing sector. In
India, MSMEs have a crucial role to play in the overall growth of industrial economy. In recent years, the MSME sector has consistently registered higher growth
rate compared to the overall industrial sector. In India MSMEs contribute nearly 45% to manufacturing and about 40% to the Indian export sector. Their contribution
to the Indian GDP is 8% and the sector has registered growth rate of 10.8%. The competitive paradigm is changing continuously due to the process of liberalization
and globalization. Therefore, MSME’s need to identify and build competitive strength to achieve sustainability.

KEYWORDS

msme, gdp, sustainability, entrepreneur, economic growth and development.

INTRODUCTION

here is common thought among policy makers and business experts that Micro Small and Medium Enterprises (MSMEs) are the key drivers of economic

growth. A healthy MSME sector contributes prominently to the economy through creating more employment opportunities, generating higher production

volumes, increasing exports and introducing innovation and entrepreneurship skills. MSMEs are the first step towards development in economies towards
industrialization.
The Micro, Small and Medium Enterprises sector has emerged as a highly vibrant and dynamic sector of the Indian economy over the last five decades. MSMEs
not only play crucial role in providing large employment opportunities at comparatively lower capital cost than large industries but also help in industrialization of
rural & backward areas, thereby, reducing regional imbalances. MSMEs are complementary to large industries as ancillary units. They contribute enormously to
the socio-economic development of the country. Fast changing global economic scenario has brought up various opportunities and challenges to the MSMEs in
India. On one hand many opportunities have opened up for this sector to enhance productivity at national and international level and on the other hand there is
an obligation to upgrade their competencies in various fields like marketing, finance, business development, operations, technology etc. Indian MSMEs have
moved up the value chain from manufacture of simple goods to manufacture of sophisticated products. In line with the overall growth in Indian economy, SMEs
have entered the services sector as well. MSMEs in India are facing a number of problems like underutilization of capacity, technological obsolescence, supply
chain inefficiencies, increasing domestic and global competition, fund shortages, change in manufacturing strategies. To survive with such issues and compete
with large and global enterprises, MSMEs need to adopt innovative approaches in their working culture.

DEFINITION

MSMED Act 2006: According to Micro, Small and Medium Enterprises act the enterprises are broadly classified in terms of activity such as enterprises engaged in
the manufacturing/ production and enterprises engaged in services. While the manufacturing enterprises were defined in terms of investments in plant and
machinery, the service enterprises are defined in terms of investment in equipment’s. The Act has also defined medium scale enterprises for the first time. The
enterprises are further classified into Micro, Small and Medium categories. The investment limits of these enterprises are shown below.

CHART 1
— ENTERPRISES
1= L : = l
| Manufacturing Enterprisas ] Service Enferprisas ]
L8 L
(Ceiling on investmant - .
in Plant & Machinery) {Ceiling on invastmant

in Equipment)
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Sustainable development is an organizing principle for human life on a finite planet. It shows a desirable future state for human societies in which living conditions
and resource-use meet human needs without undermining the sustainability of natural systems and the environment, so that future generations may also have
their needs met.

MSME’s need to devise strategies to build competitive advantage and utilize opportunities in the present business environment for sustainable development.

OBIJECTIVES

1. Toanalyse the performance of MSMEs

2. To evaluate the employment opportunities created by MSMEs

3.  Tocarry out a SWOT analysis of MSME’s in India from a strategic point of view

4.  To devise strategies for sustainable development of MSME’s

This paper tries to analyze MSME’s according to four pillars of SWOT in order to find ways to increase their potential towards growth, job potential, export potential
and social progress. If MSME’s are developed to their full potential, they can shape the face of Indian economy and help in achieving the developed status. The
number of failures and wastage in terms of money, effort, manpower and intellectual worth in MSME’s is very high. If this can be converted into success, the
contribution of MSME’s will increase tenfold.

METHODOLOGY

The strategic tool of SWOT analysis has been used in this paper. The study focuses on MSME’s in India only. The paper is conceptual in nature, based on judgement
and analysis of the researchers.

Secondary data has been collected and analysed from various sources such as: books, journals, research papers, World Bank report, MSME Development Act 2006,
All India Census of MSME’s 2006-2007.

The data collected was then classified and categorized under different heads of Strength, Weakness, Opportunity and Threat. The data was also analysed to identify
various SLEPT factors (social, legal, economical, political and technological). Finally, solutions to convert weakness into strength and threat into opportunities were
identified and mentioned as suggestions in the paper.

IMPORTANCE OF MSMES IN TERMS OF PRODUCTION, EMPLOYMENT AND INVESTMENT IN THE ECONOMY

The importance of the small business sector is recognized in economies world-wide. Their contribution towards economic growth and development, employment
generation and social progress is valued high. Contribution of MSMEs to economic development is highly remarkable comparing to any other sector of the
economy. Its role towards Investment, employment generation, export, GDP, industrial production etc in every area is highly significant. MSMEs sectors has
registered a very high growth rate. This is mainly due to its various advantages comparing to other sectors. The Indian economy is more close to MSMEs
environment in terms of cheap local resources, local talent, high demand etc. Moreover, the socio — economic policies adopted by India since the industries
development & regulation Act, 1951 have laid stress more on MSMEs sectors as a vehicle to develop Indian economy. Second five-year plan gave more emphasis
on industrial development and to adopt various policies for proper development of this sector. MSMEs contribution towards employment generation is remarkable
comparing to any other sectors employment generation capacity.

The graphs below highlight the growing importance of MSME’s in terms of production, investment and employment:

CHART 1
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The graph shows the overall level of investment, production and employment of MSME’s over the years (2007-2012). Continous increase can be seen in all the
three parameters across the graph.
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*Until 2005-06, data refers to the micro and small scale industries only. Data related to MSMEs was collected/compiled starting 2006-07 and hence includes both
the industry and service sectors.
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CONTRIBUTION OF MSMES IN THE GROSS DOMESTIC PRODUCT (GDP)

MSME sector has been contributing considerably to the Gross Domestic Product of India. The fact can be seen from the following graph:

% Growth

o £

wi MSME Growth Rate %
= GDP Growth Rate %

Source: Indiastat, D&B research

SWOT ANALYSIS
SWOT is the combination of four major terms as Strength, Opportunity, Weakness and Threats. Strength refers to inherent abilities to complete and grow strong.
Weaknesses are the inherent deficiencies that cripple one’s growth and survival. Strength and weakness are mostly internal. Opportunities are the good chances
and openings available for growth. These are environmental & external. Threats are extremely wielded challenges, which might suppress inherent Strength,

accelerate weakness. These are again posed due to the external environment.

The MSME’s in India reflect the following SWOT:

2002-03  2003-04 = 2004-05

2005-06 = 200607 = 2007-08

Industrial Growth Rate %

STRENGTH

Owner’s management
Better control in policy making
Less hurdles in innovation
Less overheads

Flexibility
Abundance labour

WEAKNESS \
Low access to credit

Lack of skilled manpower
Inadequate infrastructure

Less access to global and national market
Lack of proper work culture

Lack of proper management orientation

Underutilization of capacity

(
_SWOT

OPPORTUNITY
Untapped rural market
Less operational cost
Government support
Tax relief
Ancilliary to large business
\\ Abundance artistic skills/cultural heritage

THREAT
Sustained price competition
Poor knowledge of payment recovery
Unacceptable quality
Employee motivation

Lack of political stability
Financial stringency /

STRENGTHS

1.

w

Flexibility: Indian MSME’s are better to adopt to the changing conditions of business environment. craftsmen skills and ability help to produce a wide variety
of products. the units range from the entire spectrum of modern industry to shoes, agarbatti, pickles, ceramics, garments etc. The quick response to the
changing environment is a special advantage of MSME's.
Owner’s management and better policy implementation: the enterprise is mainly managed by one or more entrepreneurs in proprietary concern or jointly
as partners. the units are mainly traditional, located in rural and semi urban areas. Since the management and control is with the owner, there is better
management and less delays in policy implementation.
Abundant labour: Indian MSME’s are labour intensive and generate large employment. this helps in projecting the informal sector skills.
Less overheads: MSME’s have comparatively less overheads than the large industrial setups. they have less cost associated with the infrastructure and
assembly plant.
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WEAKNESS

1.

Lack of skilled manpower: Indian MSME's are unable to contribute much from the labour as expected due to inefficient labour. level of education is low and
therefore they are not able to cope up with the challenges of modern production system.

Low access to credit: MSME’s are not able to generate large amount of resources due to poor financial image. the also lack systematic way to approach to
the capital market. they depend upon only a few sources of funds.

Inadequate infrastructure: Indian MSME’s are also facing problem due to inferior machinery and equipments. only selected units have well developed capital
machinery. many firms still use second hand equipment’s.

Little R&D: one of the biggest weakness is obsolete technology. The units lack latest technology. R&D efforts is a costly affair and there are not enough funds
to finance such programmes.

Less access to market: small scale industries of India do not have proper access to domestic and global market. they are unable to spend money on marketing
activities. lack of standardization, poor quality, proper finishing is some of the hindrances.

Lack of proper work culture: Indian MSME’s lack proper working environment. Since the units are mainly labour intensive, there is lack of proper
development programmes and motivational tools.

OPPORTUNITIES

1.  Less operational cost: the low operational cost can be used as a tool or opportunity to face competition. price competition can help in getting an upper edge
over the competing players in the market.

2.  Government support and tax relief: Government support and impetus to this sector in terms of easy credit availability, tax relief, additional grants, funds
can be used to develop skill, entrepreneurship, technology and infrastructure

3.  Ancillary to large business: SSI are ancillary and a support to large business firms. They bridge the gap between the agriculture and industrial sector. they
contribute significantly to the manufacturing output which leads to diversification of industrial sector too.

4.  Abundance art and skills: Artistic skills and cultural heritage can be explored used to improve the performance of Indian MSME’s and to promote exports of
the country. Innovations can be done in the products offered. Indian MSME’S are a boast of ancient heritage

THREAT

1. Competition: there are many competing players in the market. Sustained price competition is required. There is a threat from private firms producing better
quality and standardised products.

2. Employee motivation: Lack of motivation, development and welfare programmes for the employees and workers can be a resulting factor in the downfall
of quality and the total productivity.

3. Poor knowledge of payment recovery: It is a common practice to avail credit from seller. Indian MSME's lack the skills of bargaining and payment recovery.
this creates the problem of working capital and has also resulted in sick units.

4.  Lack of political stability: government support is a key element in the growth of Indian MSME’s.there are many schemes and support programmes of

government in favour of MSME’s but still political stability is always a threat in a country like India.

RECOMMENDATIONS/STRATEGIES
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Building awareness is essential about adopting latest and better technology to produce better quality goods and to fight global competition.
Indian MSME’s should also try to incorporate the knowledge on legal aspects to have global presence

Support in terms of market development, export promotion, loan disbursement is required for sustainability.

Private public partnership (PPP) can be one solution to join hands and cobine specific qualitites of both resulting in speedy work and better performance.
Tax system must promote and must be consistent with the national market.

There must be initiatives to support and build infrastructure and instrumental set-up.

The increasing role of banks and financial institutions is required to enhance credit availability to MSME's.

There must be simplification of labour laws in particular to MSME sector.

The MSME’s must focus to improve competitive advantage and increase competive skills.

Efforts must be made to create awareness and commercialise local and global knowledge.

R&D efforts to be increased to foster inclusive innovation.

Improving quality standards and testing and quality services.

CONCLUSION

The micro, small, medium enterprises are an important segment of the Indian economy. they contribute towards the development of the economy in terms of
production, employment, investment, social benefits, GDP etc. Although many SME’s have closed due to bankruptcy and many are restructuring every year. The
challenges are mainly related with the SLEPT factors (social, legal, economic, political, technological). Coupled with these issues, globalization has also increased
the level of competition. Hence, Indian MSME's require to emphasize on adoption of better technologies and equipment along with human skills to produce world
quality goods. Overall contribution of the sector has showed a positive response. the future growth can be made in up growing areas like in food processing,
biotech and pharma sector. If the government support continues and the MSME's thrive to perform better, the success can be tenfold.
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