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Impact of Inflation on Micro enterprises: Indian Perspective 

 

Abstract 

 

 Micro, small and medium scale enterprises (MSMEs) are one of the 

major pillars for economic growth in emerging economies such as India. In the 

Indian economy, MSMEs employ 40% of the workforce, contribute 50% for the 

nation's exports and are responsible for 30% of India's GDP. Whereas, the 

growth of MSMEs is in turn dependent upon several determinants such as high 

interest rate, lack of adequate funds, risk and uncertainties among others. Even 

then, with its agility and dynamism, the sector has shown admirable 

innovativeness and adaptability to survive the recent economic downturns and 

recession and have lots of opportunities to grow in the future. In order to 

safeguard this volatile and frail sector, Indian government set lending to these 

sectors at priority sector lending rates, in which loans were given at a sub-target 

of 7.5% of Adjusted Net Bank Credit (ANBC) or Credit Equivalent of Off-

Balance Sheet Exposure (CEOBE), whichever is higher. However, Inflationary 

pressure due to recent pandemic and uncertainties have worsened the scenario 

of MSMEs with a strong magnitude as evident by closing down of around 6,000 

micro enterprises during fy 2021 and fy 2022 only. Accordingly, the Ministry of 

MSME, GoI, and SIDBI, among other agencies such as KVIC, have taken the 

route of Keynesian pathway in which several initiatives were initiated to 

support MSME growth in the economy such as ECLGS, PMMY scheme, 

SAMBHAV etc.  

 This study reflects the situation of the Micro Enterprises (major part of 

MSMEs) who are caught in amidst the economic turmoil that is affecting not 

India but the world economy due to the two unprecedented shocks, in terms of 

their magnitude and reach, i.e., pandemic and Russia-Ukraine conflict. And 

even though GoI wants to support Micro enterprises under atma-nirbhar Bharat 

and made in India schemes. However, the twin deficit problem of rising 



inflationary pressures and increasing government debt faced by the Indian 

economy has forced RBI and GoI to tighten the monetary policy. Rise in 

interest rate, repo rates, reverse repo rates, CRR among other bank rates, have 

raised the cost of capital in the economy and thus further deteriorated the 

conditions of micro enterprises, especially in the wake of continued economic 

slowdown. This study focuses on examining the effects of Inflation and bank 

rates on the vulnerable sector of micro enterprises in the Indian economy, with 

the emphasis on the role of monetary policy for the sustainability of these micro 

enterprises.  

Keywords: Inflation, Micro enterprises, monetary policy, bank rates 

 

Abbreviations 

MRC : Monetary Policy Committee 

WPI : Wholesale price index 

CPI : Consumer price index 

CAD, bn : Current account deficit, billion 

Mmbd : millions of barrels per day 

Fy : financial year 

PFCE : private final consumption expenditure 

IPES : International Panel of Experts on Sustainable Food Systems 

SWIFT : Society for Worldwide Interbank Financial Telecommunications 

FIEO : Federation of Indian Export Organisations 

ECGC : Export Credit Guarantee Corporation 

 

Structure: 

I. Introduction 

II. Government schemes and its impact on micro enterprises 

III. How the Present Problem of Inflation has Scuttled Micro Enterprises 

Growth 

IV. Conclusion 
 

I. Introduction 

 Micro, small and medium scale enterprises (MSMEs) are one of the 

major pillars for economic growth in emerging economies such as India. In the 



Indian economy, MSMEs employ 40% of the workforce, contribute 50% for the 

nation's exports and are responsible for 30% of India's GDP. The MSME sector 

alsoplays a vital role in creating employment, exports, gross industrial value of 

output, gross value added, investment in fixed assets, contribution to gross 

domestic product, and giving energy to manufacturing, service and 

infrastructure sectors. After the revisions of MSMED Act, 2020 the earlier 

classification of MSMEs into Manufacturing Enterprises and Service 

Enterprises are now merged into one and both are classified as per the revised 

categories of New ConsolidatedNotification No. S.O.2119 (E), dated the 26th 

June, 2020. Under which the limit for micro-enterprises was increased upto Rs. 

1 Crore of investment and Rs. 5 Crore of turnover. On the other hand, 

investment in small industries is increased to the limitof upto Rs. 10 crores with 

a turnover limit up to Rs. 50 crores.Whereas Medium scale industries are ones 

that have an investment limit of upto Rs. 50 Croreswith a turnover up to Rs. 250 

crores.  

 

Table 1: MSME Criteria by MSME Development Act, 2006 

Investment in plant and equipment (Manufacturing and Investment in 

Equipment (Services) 

 Micro Small Medium 

Manufacturin

g Enterprises 

Investment less 

that RS 25 Lakhs 

Investment less 

than Rs. 5 Cr. 

Investment less than rs. 

10 Cr. 

Services 

Enterprises 

Investment less 

than Rs. 10 lakhs 

Investment less 

than Rs. 2 Cr. 

Investment less than 

Rs. 5 Cr. 

Revised Criteria Announced on 13th May 2020: Composite criteria based 

on Investment 

and Turnover 

 Micro Small Medium 

Manufacturin

g and Services 

Enterprises 

Investment upto 

Rs 1 Cr and 

turnover unto Rs. 

5 Cr. 

Investment up to 

Rs 10 Cr and 

Turnover upto Rs. 

50 Cr. 

Investment upto Rs. 20 

Cr and Turnover upto 

Rs. 100 Cr. 

Source: Ministry of MSME, GoI 



 As per a study conducted by Jeetendra & Anil, MSMEs in India make up 

over 80% of the total number of industrial enterprises and generate more than 

9000 value-added products and services. And under total registered MSMEs in 

India in fy22, 94% of the industries comprises of micro-enterprises only, 

however this is also the sector that is most vulnerable against volatility, higher 

interest rate, inflationary pressure, lack of competent management, proper 

source of finance, use of obsolete equipment, and immense competition, among 

others. However, Vanaja and Abhimanyu (2021) states that the major problem 

for the development of MSMEs is due to lack of availability of funds. In 

absence of adequate credit and due to higher interest rates, Micros enterprises 

have to put up personal capital or take funds from informal sources of credit for 

their financial requirement. However, in response to the Covid-19 pandemic and 

rise in prices due to supply shocks due to Russia-Ukraine conflict, more than 

50% of the MSMEs have observed a reduction of at least 50-80% in their 

earnings, leading to closing down of majority of the micro-firms, with less than 

20% still-operational MSMEs after COVID-19 (K. V. Ramaswamy, IGIDR) 

and this has further worsened the situation due to breaks in the supply chain 

owing to the war. As the economy was finally seeing a steady growth path after 

the global financial crisis of 2008, and the cycle of attempting to save major 

European economies from default, the pandemic hit and worsened the situation 

of the business environment. Further, a report published by SP Jain Institute of 

Management and Research (SPJIMR) states that MSME sector is observing the 

negative impacts of current retail or wholesale inflation rates at a higher rate 

than expected by the government in terms of significantly higher operating cost 

and as result, they are responding with price increases- a strategy that may not 

be sustainable for such micro and small enterprises due to branding and pricing 

power to sustain this approach over the medium term. The medium of reviving 

the economy rested on the transactional flow of money. Desired objectives were 



achieved through greater integration and better interaction of firms, and auditing 

the finance world. 

Table 2: Stress on MSME Sector 

 
Source:Ministry of MSME, GoI 

 

 However, the pandemic was a shock of a different nature. As the world 

was building means and technology for a connected world, the pandemic 

required isolation and lockdowns to be imposed. Travel, Hospitality and micro 

enterprises had to remain shut. Manufacturing of non-essential commodities 

have completely shut down and as result, supply chains for several intermediary 

goods essentially required by these firms were broken down. With 

unprecedented shut downs, the situation was like reviving an economy from 

scratch, where the revival was hinged on the utilization of funds in the capital 

formation process. However, the economic condition for these micro enterprises 

further deteriorated with the most recent Ukraine crisis as it had a damaging 

impact on the supply chain of essential items. The most important aspect of the 

war is that it is being fought in a region which is Oil rich and has fertile steppes. 

This has caused the price of crude oil to increase substantially, which has in 

turn, put pressure on all sectors of economy. Food shortage and insecurity 

related to it, is the biggest non-traditional security problem in south Asia and 

Africa. With a democratic government going in for election every 5 years, the 

management of such issues in the context of rising inflation is a serious 

challenge that the government has to encounter regularly.  The average rise in 



the operational cost observed by MSMEs is 19.5% which is far above the 

current retail and wholesale inflation rate of 6.07% and 13.11% respectively, as 

estimated by the government, due to rise in the prices of raw materials, fuel, and 

labour (Sreeradha Basu, ET, 2022). This had negative cascading effects on 

sectors that had borrowed large sums, for a long-term period with bullish 

expectations of higher demand after COVID-19.  

 A different approach was necessary to deal with this situation. The 

Reserve Bank of India referred to the use of expansionary/easing monetary 

policy by lowering interest rates and direct infusion of money through extended 

special credit lines to the micro sector, in order to stimulate the economy. This 

was done in expectation that it would lead to higher borrowing and higher 

investment for capital formation in the economy. In the short-term, the 

government considered placing a price cap and/or providing subsidies on the 

energy and fuel consumed by the micro and vulnerable sector.  

 

II. Government schemes and its impact on micro enterprises 

  In order to support the micro enterprises, the Government of India has 

initiated several schemes to support and for the growth of MSMEs, in general, 

in the economy. In order to provide funding, the number of loans sanctioned 

under the Pradhan Mantri MUDRA Yojana (PMMY) scheme was 48.92 million 

and the amount disbursed was Rs. 3,02,948.49 crore (US$ 39.90 billion) as per 

March 2022 data. In the Union Budget of 2022-23, MSMEs sector was also 

allocated ECLGS (Emergency Credit Line Guarantee Scheme) of around Rs. 

50,000 crore (US$ 6.55 billion). The government of India also initiated a 

scheme for Raising and Accelerating MSME Performance (RAMP) on March 

30 2022, under which the Indian government allocated Rs. 6,062.45 crore. The 

programme aims to improve market and credit access, strengthen institutions 

and governance at the centre and state levels, improve centre-state connections 

and partnerships, resolve late payment difficulties, and green MSMEs. 



In November 2021, the Indian government launched the Special Credit Linked 

Capital Subsidy Scheme (SCLCSS) for the services sector of the MSMEs in 

order to meet various technology requirements. In November 2021 GoI, under 

the Ministry of Micro, Small and Medium Enterprises, also launched an e-

national level awareness programme to push economic growth by promoting 

entrepreneurship and domestic manufacturing, especially for the young 

entrepreneurship, under the title of SAMBHAV. Awareness programs will be 

conducted in more than 1,300 colleges across the country in which 1,50,000 

students are expected to participate. Further, in September 2021, Mr. Narayan 

Rane, the Union Minister for MSMEs, introduced ‘India Export Initiative’ and 

‘IndiaXports 2021 Portal’. This initiative will focus on emphasizing exports to 

reach the target of Rs. 2,928,000 crore (US$ 400 billion) by the end of fy22 and 

further push it to a goal of around Rs. 7,320,000 crore (US$ 1 trillion) by fy27. 

For cottage industries, Khadi and Village Industries Commission (KVIC) 

established the first ‘Silk Yarn Production Centre’ in Odisha, in September 

2021, to boost the local silk industry and generate employment. In September 

2021, Khadi and Village Industries Commission (KVIC) launched SPIN 

(Strengthening the Potential of India) scheme and built a pottery cluster under 

SFURTI Scheme in Varanasi to support more than 1,100 individuals of the 

marginalised potters’ community. Further, in September 2021, the Minister for 

MSMEs also inaugurated Rohtak Technology Centre, which is expected to train 

more than 8,400 trainees annually.  

 In order to ease the payment system and avoid errors during payment 

process, Lok Sabha passed a bill in July 2021, on ‘Factoring Regulation 

(Amendment)’ to expedite the payments ecosystem for MSMEs. Budget 

allocation for MSMEs in fy22 more than doubled to Rs. 15,700 crore (US$ 2.14 

billion) vis-à-vis Rs. 7,572 crore (US$ 1.03 billion) in fy21. The government 

also announced Rs. 3 lakh crore (US$ 40.85 billion) collateral-free automatic 

loans for businesses. In Union Budget 2021, the government announced funds 



worth Rs. 10,000 crore (US$ 1.36 billion) for ‘Guarantee Emergency Credit 

Line’ (GECL) facility to eligible MSME borrowers, giving a major boost to the 

sector. RBI, also determined a sub-target of 7.5% of Adjusted Net Bank Credit 

(ANBC) or Credit Equivalent of Off-Balance Sheet Exposure (CEOBE), 

whichever is higher, towards lending to the Micro-enterprises under overall 

Priority Sector Lending. Priority sector lending includes only those sectors that 

impact large sections of the population, the weaker sections and the sectors 

which are employment-intensive such as agriculture, and Micro and Small 

enterprises. In such, the micro enterprises are given a safeguard in terms of 

ceiling for interest rates. GoI also instructed banks to disburse a margin 

monetary subsidy of Rs. 426.49 crore before 31.08.2020 under the Prime 

Minister’s Employment Generation Programme (PMEGP) in order to facilitate 

the establishment of 13,758 micro enterprises creating employment of around 

1,10,064 persons. 

 Thus, on the onset though the government of India under MSME and 

other ministries/ commissions have initiated several schemes for the protection, 

support and encouragement of micro enterprises in specific, and MSMEs in 

general, however, majority of the schemes focused on the supply side of the 

economy supporting micro and SMEs through the expansionary monetary 

policies. As the fy20 and 21 were riddled with challenges triggered by Covid-

19, whose negative impacts are still being observed in fy22, along with shortage 

of supply chains due to Russia-Ukraine war, the government sensed the need to 

review the health of MSME in the economy. The MSME Ministry tasked SIDBI 

to undertake a survey in order to gauge the impact of the pandemic on the 

country’s small businesses, whose findings were submitted on January 27, 

2022, on a sample pool of 1,029 MSMEs across 20 states and two Union 

territories. The survey revealed that around 65% MSMEs had availed the 

benefits under the Emergency Credit Line Guarantee Scheme (ECLGS) and 

around 36% had also taken loans under the Credit Guarantee Fund Trust for 



Micro and Small Enterprises scheme (CGTMSE). However, the positive impact 

of GoI schemes for growth of micro enterprises was limited, as ECLGS, along 

with other schemes, brought relief to only those enterprises with existing credit 

limits and outstanding loans. But thousands of small businesses could not 

benefit from the scheme as they had no prior financial history, which was a 

prerequisite for the several schemes. For such firms, this was the worst phase 

and many of them eventually got closed. The survey states that more than 60% 

of the respondent business reported a decline of over 25% in their revenues 

during 2020-21, and as the economic condition further deteriorated in 2021-

2022 due to war and after effects of Covid-19, around 5,907 businesses 

registered under MSME ministry were closed during financial years 2020-21 

and 2021-22 (till March 9, 2022) in the country, according to the government 

data. During fy21, 330 MSMEs were shut down. These included 155 Udyog-

Aadhaar-Memorandum (UAM) registered units that were shut during the April-

June 2020 period and 175 Udyam-registered units between July 2020 and 

March 2021. UAM (Udyog-Aadhaar-Memorandum) registration portal for 

MSMEs was replaced by Udyam Registration in July 2020. In the current 

financial year, the number of MSME closures jumped nearly 17 times to 5,577 

Udyam entities. The data was shared on Monday by the Minister of State to 

Rajya Sabha on the closure of registered MSMEs. Among the total number of 

closed units, 99.1% consists of micro enterprises thus, the impact was largest on 

the micro enterprises segment of the MSME sector, which is sorted as the least 

capital intensive and highly vulnerable section according to the government 

classification amongst Micro, Small and Medium enterprises. The people who 

work in these enterprises usually belong to the weakest sections of the society 

and thus closure of micro enterprises not only substantially increases 

unemployment but also raises inequality in the economy. As evident from 

closure of micro enterprises despite several measures, the government schemes 

have not been able to safeguard these micro enterprises due to the pandemic and 



inflationary pressure created in view of the pandemic and supply shortage 

owing to war.  

 

III. How the Present Problem of Inflation has Scuttled Micro Enterprises Growth. 

  Inflation is the rate of increase in prices over a given period of time. 

Inflation can be measured broadly as a generic indicator of changes in prices in 

the economy and can be measured narrowly as a change in prices of one 

commodity. Inflation represents how much more costly a good or service has 

grown over a given set timeframe, most likely a year. To measure the average 

consumer’s cost of living, government agencies conduct the household survey 

to identify the basket of commonly purchased items and track over time the cost 

of purchasing that basket. There are two main sets of indices for measuring 

price level changes in India. Wholesale Price Index and Consumer Price Index. 

Presently, India focuses on the Consumer Price Index (CPI) for its inflation 

level targeting. Two ministries, Ministry of Statistics and Programme 

Implementation, and Ministry of Labour and Employment are engaged in 

construction of different CPIs for different groups/sectors. CPI inflation is also 

called retail inflation as the prices are quoted from retailers. Following are the 

various CPI’s: 

 

a) CPI for all India (or) CPI combined. 

b) CPI for Agricultural Labourers (CPI-AL). 

c) CPI for Rural Labourers (CPI-RL). 

d) CPI for Industrial workers (CPI-IW). 

 

Table 3: Inflation Index and collecting Agency 

Index Agency Base Year Number of 

Commodities 

WPI Office of 

Economic Affair, 

Ministry of 

Commerce and 

2011-2012 697 



Industry. 

CPI All India, 

CPI Urban and 

Rural 

CSO, Ministry of 

Statistics and 

Programme 

Implementation 

2012 448 Rural 

460 Urban 

CPI- AL Labour Bureau, 

Ministry of 

Labour and 

Employment 

2019-20 (in 

Progress) 

 

CPI- RL 2019-2020 (in 

progress) 

CPI-IW 2016 

 

 The difference between various CPI is not just that they measure price 

level changes for different sectors or groups. In addition to such a sector level 

price level measurement, these indices differ in terms of their geographical 

coverage, commodities included, weights assigned to different commodity 

groups and the base years on the basis of which price level changes are 

compared. 

The latest data on Inflation is: 

 

Table 4: Inflation in 2022 

 

April 2022 

Inflation 

Change in 

Index, April 

2022 vs March 

2022 

CPI 7.79% 1.40% 

Food Index 8.38% 1.60% 

Cereal 5.96% 1.10% 

Meat, fish 6.97% 0.50% 

Oils,fats 17.28% 2.50% 

Vegetables 15.41% -0.40% 

Pulses 1.86% 0.50% 

Clothing and 

Footwear 9.85% 1.00% 



Housing 3.47% 1.00% 

Fuel, light 10.80% 3.10% 

Miscellaneous 8.03% 1.30% 

Source:RBI Database, GoI 

 

 Retail inflation in India is continuously above 6 percent for the past 3 

months in a row. The latest data shows CPI to be near 7.9%. In an article 

published on 19th April 2022, in The Mint, by Tulasi Jayakumar, the impact of 

inflation on the vulnerable Micro enterprises was that more than 70% of the 170 

enterprises surveyed experienced inflation in excess of 13 percent the wholesale 

price inflation index of February 2022 with many enterprises stating an inflation 

of 50% and above. 

 The micro and small enterprises are unable to make sense of the “new 

normal” inflation they find themselves face to face with. The only solution they 

have to tackle this price rise is to shift the burden on to the customers. For this 

price hike to be justified, the enterprises must have the pricing power to justify 

such a shift in burden. The power of micro enterprises, to justify such a shift, 

with their large numbers and their small capital infusion, remains a mooted 

concern in many quarters of research. 

 Academically, in Keynesian economics, demand curves are derived in 

macroeconomics from the IS-LM analysis. The framework brings together, 

interest rates, and total output, which help determine Aggregate Demand curve. 

The Aggregate Demand curve, in presence of a given Aggregate Supply curve, 

helps derive the equilibrium prices at which the market clears. The money 

market curve, termed as LM, is an interest rate sensitive curve. It depicts 

equilibrium in the money market. It has an instantaneous shift with change in 

interest rates from the federal banks. Goods market, represented by the IS 

Curve, is relatively slow to respond to. It is termed as being “sticky”. 

 



 With the start of the Pandemic, the only way the Micro enterprises could 

be helped and brought out of the exogenous shock was by announcing and 

implementing an monetary relief package. This was done with a rapid rate cut 

of Banking rates like Repo and reverse Repo rate. Banks were directed to set a 

moratorium on loan collection for 3 months, extended to 6 months. The 

Ministry of finance started the Atma Nirbhar Bharat program as a boost to 

indigenous manufacturing. This was received with open hands. 

As the Shock hit, a route of monetary easing was adopted as can be seen from 

the table below.  

 

Table 4: Trend of Repo Rates in India 

Effective Rates Repo Rates % Changes 

May 2022 4.40% 0.40% 

09 Oct 2020 4.00% 0.00% 

06 Aug 2020 4.00% 0.00% 

22 May 2020 4.00% 0.40% 

27 March 2020 4.40% 0.75% 

6 Feb 2020 5.15% 0.25% 

7 Aug 2019 5.40% 0.35% 

6th June 2019 5/.75% 0.25% 

4th April 2019 6.00 0.25% 

7th Feb 2019 6.25% 0.25% 

1st August 2018 6.50% 0.25% 

6th June 2018 6.25% 0.25% 

2nd Aug 2017 6.00% 0.25% 

4th Oct 2016 6.25% 0.25% 



5th April 2016 6.50% 0.25% 

Source:RBI Database, GoI 

 

with a change in the Repo rates, and a stagnation of these Repo rates at these 

lower rates was envisioned to pump money into the system and hence, 

businesses were theoretically supposed to flourish. The problem is, almost all 

banks around the developing world considered the pandemic to be a passing 

phase. The naivety in the decision was that, upcoming normal times, with 

higher growth being the cushion for tightening monetary policy in backdrop 

would ease the inflationary pressures with time. 

 As 3 years passed, from 2019 to 2022, this excess money pumped in, 

started its effect on the prices, causing inflation. The government debt also 

started rising. Some countries like Sri Lanka and Thailand are facing the direct 

brunt of increasing prices and exorbitant government debt. Money cannot be 

created at the whims and fancies of governments. If done, it has terrible results 

like hyper-inflation. To reduce the government debt., RBI came up with the 

strategy to increase interest rates in consultation with the Monetary Policy 

Committee. But this increase in the interest rates have had a drastic impact on 

the Micro enterprises which feel the brunt the most. As discussed earlier, 

MSME sector is also privy to the Priority sector lending. Inspite of relaxation 

given via the priority sector lending too, the Micro enterprises continue to be in 

distress and are closing at a fast rate. 

IV. Conclusion 

 In an ever-growing economy like India, the MSME sector acts as a 

growth engine for the financial development, employment, reducing inequality, 

exports and GDP growth rate of the economy. Due to the lack of funds, raw 

material, appropriate equipment and productive technology, as well as lack of 

managerial competence and high cost of output, micro enterprises already fall 

under the highly vulnerable segment of the society, however they were able to 



sustain themselves with the help of government support. The current research 

analysed the status of micro enterprises in the Indian economy after the negative 

economic turbulences such as COVID and War. This research has analysed the 

present status of micro enterprises and the impact of pandemic and subsequent 

inflation on their growth. Lack of access to adequate finance with limited 

budgeting constraints refrain micro enterprises from creating market access on 

one hand & on the other hand, the input costs become quite high by inflation 

and exports also marginally decrease due to the degrading rupee. Thus, it 

requires several significant and stringent measures from the government to 

support micro enterprises to survive the current shocks and rising inflation in 

the economy.  

 Along with the effects of pandemic & inflation, MSMEs are also facing a 

number of problems like finance, poor technology base, issues in marketing, 

increasing domestic and global competition, etc. Therefore, in order to 

overcome these issues and compete with large and global enterprises, micro 

enterprises need to adopt innovative approaches in their operations. Keep focus 

and lay emphasis on generation of revenues and not reducing costs (Patel & 

Bhatt). Moreover, the government should revise their plans or schemes in order 

to promote MSMEs and try to build business confidence with a positive outlook 

and good developmental intentions. Thus, with regards to these various issues, 

following recommendations are suggested in order to help micro enterprises to 

survive in this highly competitive market: 

➢ The government needs to provide a safe and encouraging environment to 

attract investors, which should be full of opportunities and incentives. 

➢ In an age where big businesses are taking over small business houses, the 

government has to ensure that the market for small business is carved out 

in niche areas of marketing or geographies. 

➢ Hybrid Policy by government to be adopted. The government cannot just 

keep boosting money to revive or carry the burden of Micro enterprises as 

it has serious monetary implications. On the other hand, growth of the 

Micro industry is extremely important for the wellbeing of most workers 

(formal and informal) in India. A balance between these two is to be 



found. To ensure the same, we recommend that instead of priority sector 

lending, the government identifies and incentivises more industries in the 

Production Linked Incentive Scheme. A viability gap funding per unit is 

necessary, with a clear sunset clause to make micro enterprises grow 

while not making them run on crutches.   

➢ MSMEs should devise effective marketing strategies. For example, low-

cost advertising, good management customer’s relationship, etc. 

➢ The government should extend the current reforms to the Indian 

educational system to make it more functional, relevant and need-oriented 

and driven. For instance, the thrust and emphasis should be on modern 

technology, practical technological and entrepreneurial studies aimed at 

producing entrepreneurs.  

➢ Service sector micro enterprises such as in the tour and travel industry, 

hotel and restaurants sector, entertainment, and services like gym, spa, 

etc, should be supported as they were deeply impacted due to Covid-19. 

➢ Government and other non-governmental organizations may organize 

seminars in order to educate potential MSMEs on managing their 

businesses. 

➢ GoI along with the relevant ministries should encourage IT-based 

solutions for expanding customer base, raising productivity, controlling 

cost, working remotely, fast and accurate decision-making and facilitating 

collaboration.  
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