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1. Historical Background 

The process of industrialization paved the transition way to new manufacturing 

processes in Great Britain, continental Europe, and the United States, in the 

period from about 1760 to sometime between 1820 and 18402. This transition 

included going from hand production methods to machines, new chemical 

manufacturing and iron production processes, the increasing use of steam 

power and water power, the development of machine tools and the rise of 

the mechanized factory system.Industrialisation is the process by which an 

economy is transformed from a primarily agricultural one to one based on the 

manufacturing of goods. Individual manual labour is often replaced by 

mechanized mass production, and craftsmen are replaced by assembly lines. 

Characteristics of industrialisation include economic growth, more efficient 

division of labour, and the use of technological innovation to solve problems. 

Large scale industries have developed after the industrial revolution that 

require raw material, source of power, skilled labour, extensive market, high 

technology and huge capital investment.For mass production industrial 

development is a very important aspect of any economy. It creates employment, 

promotes research and development, leads to modernisation and ultimately 

makes the economy self-sufficient. In fact, industrial development even boosts 

other sectors of the economy like the agricultural 

sector (new farming technology) and the service sector. It is also closely related 

                                                             
1 Associated Domain Specialist, AJNIFM, Faridabad  
2 https://en.wikipedia.org/wiki/Industrial_Revolution 

https://en.wikipedia.org/wiki/Continental_Europe
https://en.wikipedia.org/wiki/Craft_production
https://en.wikipedia.org/wiki/Machine
https://en.wikipedia.org/wiki/Chemical_manufacturing
https://en.wikipedia.org/wiki/Chemical_manufacturing
https://en.wikipedia.org/wiki/Puddling_(metallurgy)
https://en.wikipedia.org/wiki/Steam_power
https://en.wikipedia.org/wiki/Steam_power
https://en.wikipedia.org/wiki/Water_power
https://en.wikipedia.org/wiki/Machine_tool
https://en.wikipedia.org/wiki/Mechanization
https://en.wikipedia.org/wiki/Factory_system
https://www.investopedia.com/terms/m/mass-production.asp
https://www.investopedia.com/terms/e/economicgrowth.asp
https://www.toppr.com/guides/economics/employment/workers-and-employment/
https://www.toppr.com/guides/economics/development/development-in-india/
https://www.toppr.com/guides/economics/indian-economy-on-the-eve-of-independence/agricultural-sector/
https://www.toppr.com/guides/economics/indian-economy-on-the-eve-of-independence/agricultural-sector/
https://www.toppr.com/guides/geography/agriculture/farming-in-india/
https://www.toppr.com/guides/business-studies/business-services/nature-and-types-of-services/


 
 

to the development of trade. Just after independence India’s industrial sector was 

in very poor condition. It only contributed about 11.8% to the national GDP3. 

The output and productivity were very low. Economy was technologically 

backward. There were only two established industries – cotton and jute. So it 

became clear that there needed to be an emphasis on industrial development and 

increasing the variety of industries in our industrial sector. Also simultaneously, 

after the independence the first document was Industrial Policy Statement 1948 

was released. It included the term Small Scale Industries (SSI) emphasising the 

role in national economy for better utilization of local resource in respect of 

essential consumer goods like food, cloth and agricultural implements.SSIhas 

since then helped in the economic prosperity of the country by widening 

entrepreneurial base, use of local raw materials, indigenous skills on one hand 

and hasincreased tremendous export potential too on the other.  

1.1 International scenario of MSMEs 

Micro, Small and Medium enterprises (MSMEs) are important to almost 

all economies in the world.The size and importance of the MSME sector 

varies from country to country 4 . In the last few decades there is an 

increasing recognition of the role it plays in industrial countries for their 

contribution in economies due to which number of MSMEs is 

increasing. In view of their vast contribution in the economies, the United 

Nations General Assembly, in its 74th Plenary on April 6, 2017, 

designated June 27th as Micro, Small, and Medium-sized Enterprises Day, 

recognizing the significance of MSMEs in attaining sustainable 

development objectives and encouraging innovation, creativity, and 

sustainability of work for all. 
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Micro-,  Small  and  Medium sized  Enterprises  Day  is  observed  globall

y on 27th  June  every  year since 2017. This day is observed by the United 

Nations to raise public awareness of their contribution to sustainable 

development and the global economy. According to the data provided by 

the International Council for Small Business (ICSB), formal and informal 

Micro-, Small and Medium-sized Enterprises (MSMEs) make up over 90% 

of all firms and account, on average, for 70% of total employment and 50% 

of GDP.5In 2021, the theme of the MSME Day has been "MSME 2021: key 

to an inclusive and sustainable recovery."6 

2.  Importance and Potential 

2.1 Micro, Small and Medium Enterprises (MSMEs) (Earlier called as 

SSIs)sector is now popularly known as engine of growth of the Indian 

economy. It is a very vital and vibrant sector in the economy. It is because 

of a number of reasons in the favour of MSMEs. MSMEs account for 95% 

of the industrial units in the country. MSMEs contribute to 30.01% of 

GDP (2019-20).7The export of MSME related products of MSMEs is 

45.61% (2021-22 (Up to September 2021) of the country total 

exports.8MSMEs are the second largest employers of human resources 

after agriculture in the country. These supply an enormous variety of 

products ranging from consumption items like soaps, detergents to 

sophisticated items including pharmaceuticals and other high export value 

items. These can be set up anywhere in the country as these need locally 
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available resources including raw materials and simple technology. These 

help in industrialisation of rural and backward areas. These are thus very 

much effective in promoting balanced development of the country. 

MSMEs provide ample opportunity for growth of entrepreneurship. These 

can be started with less capital and legal requirements. MSMEs enjoy the 

benefits of lower cost of production due to low establishment cost, lesser 

overheads costs and running cost. MSMEs take quick decisions due to 

small size of the organisation in the business and can adapt the 

opportunities so arise at the right time meeting with suitable needs of the 

customers. There were 6.33 crore MSMEs generating 11.09 crore 

employment in the country. Out of 6.33 crore MSMEs, 630.52 lakh were 

micro enterprises (99.47%), 3.31 lakh were small enterprises (0.52%) and 

0.05 lakh were medium (0.01%) enterprises.9Therefore MSMEs are the 

employment generating base of the country. 

2.2 All the above potential of MSMEs signifies that Indian MSMEs are 

becoming globally competitive. Their products and services are being 

accepted in the domestic and overseas markets either as a link in value 

chain or as an end product.  

2.3 MSMEs are established and run by individuals broadly as a business 

venture. Visualising and in recognition of their unique contribution in 

economy State Government and Central Government run a number of 

schemes and programmes to create a conducive and facilitating 

environment for their establishment, promotion, growth and development 

of MSMEs. Therefore various schemes and programmes of the 
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Government(s) should be given special attention and implemented 

effectively. 

3. Challengesfaced by MSMEs 

 

3.1 Despite the fact that the MSME sector contributes significantly to the 

economy, it continues to face several challenges as well. The major 

challenges include shortage of finance including lack of access to credit 

and risk capital, shortage of raw materials, outdated technology, lackof 

managerial skills, incompetent labour, capacity building needs, low 

quality products, marketing problems, perennial problem of delayed 

payments, backward and forward linkages, closure and non-functioning of 

MSME during lockdown and Covid 19 pandemic and global competition 

among others.  

3.2 Ministry of MSME, Government of India at the central level is committed 

to induce a conducive, facilitating and eco-friendly environment for 

promotion and development of MSME sector through various initiatives 

include the following: 

 Ease of registration and Effective redressal Mechanism 

 Simplified Definition and implementation 

 New Enterprise Development & Employment Generation 

 Credit Assistance  

 Technology upgradation  

 Infrastructure & Capacity Building 

 Procurement & Marketing Support 

 Skill Development & Entrepreneurship Development training 

 Implements schemes for Khadi, Village & Coir Industries 



 
 

3.3 During the Covid pandemic and lockdown various organizationsunder the 

Ministry contributed to ramp up the supply of resources and facilities 

across states and production of Medical disposables like PPE Kits, 

Ventilators, Oxygen concentrators, hand sanitizers, masks, preparation of 

Detailed Project Reports (DPRs)especially for reducing import of items 

reserved for exclusive procurement from MSEs, eBooks and other 

publications etc. to combat the pandemic. Various documents and details 

of initiatives including schemes and programmes are available on the 

websites of the Ministry of MSME10 and the Office of the Development 

Commissioner (MSME) 11 as its apex attached office. Further various 

announcements under ambitious programmes like Make in India, Digital 

India, AtmaNirbhar Bharat Package, Vocal for Local, Ease of Doing 

Business and other key initiatives and interventions by the Ministry are 

made available on the above websites. 

3.3.1 Ease of registration and Effective redressal Mechanism 

(i) Ease of registration 

 An effective and simplified registration process acts as a 

catalyst in the smooth working of an enterprise. Micro Small 

and Medium Enterprises Development (MSMED) Act, 2006 

wasimplemented in the country first time for the MSME 

sector. With the digitalization and initiatives of the 

Government of India like Digital India, Ease of Business and 

recommendations of the various Committees, the Ministry 

introduced  Ministry introduced Udyog Aadhar Portal (UAP) 

w.e.f. 18th September 2015, replacing the earlier process of 
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filing EM-I & II. 1,02,31,452 MSMEswere registered on UAM 

Portal (September 2015 to June 2020).  

 Subsequently,Udyog Aadhaar Memorandum (UAM) has been 

replaced by Udyam Registration w.e.f. 01.07.2020 by 

launching Udyam Registration Portal12on 01.07.2020. It is a 

free of cost, paperless and digital registration process, based on 

self declaration. It doesn’t require any documents or proof for 

registration. This link is provided with Government e-

Marketplace (GeM) portal. Exemption is provided from 

mandatory Goods and Service Tax identification number 

(GSTIN) as per the provisions of the Central Goods and 

Services Tax (CGST)  Act, 2017.  Further,Retail and 

Wholesale trades have been included as MSMEs. Street 

Vendors can register as retail traders as well. Benefits to Retail 

and Wholesale trade MSMEs restricted to Priority Sector 

Lending (PSL) only. 

 In its simple form the Reserve Bank of India (RBI) decides and 

sets targets for the banks to allot funds to predetermined 

priority sectors of the economy that may require credit and 

financial assistance, especially in cases where the lack of 

Priority Sectors Lending (PSL) will lead to the heavy losses to 

the participants of that sector in some cases. PSL is the role 

exercised by the RBI to banks, imploring them to dedicate 

funds for specific sectors of the economy like 

agriculture;Micro, Small and Medium Enterprises;Export 
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Credit, Education;Housing, Social Infrastructure;Renewable 

Energy and others. 

 Registration under Udyam Registration portal has been made 

broad based. Now any MSME whether engaged in 

manufacturing and service activities is eligible to register itself 

under Udyam Registration Portal for all benefits of schemes 

and programmes for MSMEs. Besides the above both retail 

trade andwholesale trade MSMEs are allowed to register under 

Udyam Registration Portal for the benefits restricted to Priority 

Sector Lending (PSL). 

3.3.2 Effective redressal Mechanism: CHAMPIONS (Creation 

and Harmonious Application of Modern Processes 

for Increasing the Output and National Strength) Portal13 

Hon’ble Prime Minister Shri Narendra Modi launched 

CHAMPIONS Portal on 1st June 2020. It has been felt necessary to 

put up and promote a unified, empowered, robust, bundled and 

technology driven platform for helping and promoting the Micro, 

Small and Medium Enterprises (MSMEs) of the country. As the 

name suggests it will aim at Creation and Harmonious Application 

of Modern Processes for Increasing the Output and National 

Strength. Accordingly, the name of the system is CHAMPIONS. 

This is basically for making the smaller units big by helping and 

handholding, in particular, by solving their problems and 

grievances 
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Three basic objectives of the CHAMPIONS: 

 To help the MSMEs in this difficult situation in terms of 

finance, raw materials, labour, permissions, etc. 

 To help the MSMEs capture new opportunities in 

manufacturing and services sectors. 

 To identify the sparks, i.e., the bright MSMEs who can 

withstand at present and become national and international 

champions. 

3.3.3 Simplified Definition and implementation 

The definition of Small and Medium-sized Enterprises (SME) 

varies across countries and organizations. The most commonly 

used denominator for a definition is the number of employees, 

followed by turnover and assets. In India as per Micro, Small and 

Medium Enterprises Development (MSMED) Act, 2006 the 

MSMEs were classified either as a manufacturing enterprises or 

service enterprises based upon investment in plant and machinery 

for the manufacturing enterprises and equipments for service 

enterprises in all the three categories of the enterprises viz. micro, 

small and medium enterprises separately. The definition has been 

revised for MSMEs applicable from 1st July 2020. In the revised 

definition distinction between manufacturing and service 

enterprises removed and new criterion for turnover included, 

besides investment in plant and machinery. Export of goods or 

services or both shall be excluded while calculating the turnover. 

Further as cited above Retail and Wholesale trades included from 

2nd July 2021. Street Vendors can register as retail trades from 9th 



 
 

August 2021. Revised definition of MSMEs has been tabulated as 

under: 

 

Table 1: Revised Definition of MSME w.e.f 1st July 

202014 

Category 
Investment 

Not exceeding (₹  in Crore) 

Turnover 

Not exceeding (₹  in Crore) 

Micro  1 5 

Small  10 50 

Medium  50 250 

 

3.3.4 New Enterprise Development & Employment Generation 

(i) Prime Minister’s Employment Generation Programme 

(PMEGP): Ministry of MSME has a flagship scheme called Prime 

Minister’s Employment Generation Programme (PMEGP) that 

facilitates self-employment generation through establishment of 

micro-enterprises in non-farm sector. The objective of the scheme 

is to encourage new entrepreneurs to set up micro-enterprises 

through credit-linked subsidy support. The scheme is applicable to 

any individual above 18 years of age, Self Help Groups, Charitable 

trusts, registered societies etc. 

3.3.5 Access to Credit & Capital Infusion 

The term ‘Finance’ in the business is used under various 

connotations like funds (Own or borrowed), loan, credit, subsidy, 

grant, public – private sharing etc. Finance in any enterprise 

whether big or small; all types of businesses, manufacturing, 

services or trading or other activities of commerce refers to money 

that is required to carry on its operations. More is the availability 
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of funds, larger is the size and scale of business.  It is considered as 

the life blood of any business because of its increased importance 

because of mass production and use of capital-intensive 

techniques. It is utmost important that adequate and timely 

availability of finance is ensured to carry on activities successfully. 

In order to achieve the financial needs of the enterprises, sources of 

finance are identified. The quantum of finance requirements 

depends upon nature and size of business. It includes all types of 

funds used in the business i.e. both Owners’ Funds and Borrowed 

funds. It is required on continuous basis after initial capital during 

the life of the enterprises. It is a wider term as it involves 

estimation, procurement, utilization and investment of funds. Need 

for business finance keeps on fluctuating and depends on many 

factors like demand, supply, fashion, technology, modernisation, 

expansion, diversification, etc. and changes in such factors. 

Finance is required to face and remain ahead of competition in the 

market. Adequate and timely access to credit is a big challenge for 

MSMEs to meet. Ministry of MSMEs has a number of schemes in 

this regard which are summarized as under: 

Credit Guarantee Fund Trust for Micro and Small Enterprises  

(CGTMSE): The scheme is implemented through Credit Guarantee 

Fund Trust for Micro and Small Enterprises (CGTMSE). Under the 

scheme credit support as Collateral free loan upto ₹ 200 lakhs 

provided to MSEs.Guarantee coverage ranging from 50% to 85% 

for various categories of loans.  

(ii) ₹ 20,000 crore Subordinate debt for stressed MSMEs 



 
 

This scheme was finalized & launched on 24th June, 2020. It 

provides credit facility to promoters of stressed MSMEs. Promoter 

would infuse credit in the MSME as quasi equity or sub-debt. The 

scheme will be of substantial help for MSMEs which have become 

Non-Performing Asset (NPA) or likely to become NPA. 36 banks 

registered as Member Lending Institutions and 18 of them started 

availing credit.  

(iii) ₹  50,000 crore Equity infusion for MSMEs through Fund of 

Funds (Self Reliant India Fund) 

Government has set up a Fund of Funds with a corpus of ₹ 10,000 

crore. It will provide equity funding support of₹ 50,000 crore for 

MSMEs. The fund is operated through a mother and multiple 

daughter funds. It will provide equity funding for viable MSMEs 

and will help MSMEs to expand its size and capacity and 

encourage them to get listed on stock exchanges.  

(iv) Emergency Credit Line Guarantee Scheme (ECLGS)/ 

Guaranteed Emergency Credit Line (GECL) 

The scheme has been implemented w.e.f 23.05.2020. The scheme 

is operated by Department of Financial Services, Ministry of 

Finance. Guarantee is issued by M/o MSME. The scheme  

provides additional funding of up to ₹ 3 lakh crore in the form of a 

fully guaranteed emergency credit line. Borrowers with up to ₹ 25 

crore outstanding and ₹ 100 crore turnover are eligible.  The 

scheme provides 100 per cent credit guarantee cover to Banks and 

Non-Banking Financial Companies (NBFCs) on principal and 

interest. No guarantee fee and fresh collateral is required. Overall 

https://sbi.co.in/web/business/sme/sme-government-schemes/guaranteed-emergency-credit-line


 
 

initial ceiling of the credit line under the scheme was kept ₹  3 lakh 

crore. Subsequently it has been enhanced to ₹  4.5 lakh crore.  

3.3.6 Technology upgradation & Innovation 

In order to improve and upgrade the technology and cater the 

needs of trained manpower to the enterprises and serve various 

sectors like General  Engineering, foundry & forging, electronics, 

fragrance, glass, sports good and footwear etc. the Ministry has 

following schemes through the institutions spread in various states 

across the country: 

(i) Technology Centres (Tool Rooms & Technical Institutions)  

18 MSME Tool Rooms & Technical institutions established 

across the country which provide services and facilities 

offered to MSMEs:  

 To improve access of MSMEs to tooling facilities for 

enhancement of their efficiency and providing industry 

ready manpower by conducting training programmes.  

 Process & Product development in relevant sector.  

 Consultancy and job works in relevant sector.  

(ii) Technology Centre Systems Programme (TCSP) 

Under this World Bank assisted project 15 new Technology 

Centres (TCs) being established which are under various 

stages. Five TCs have already been established and 

remaining TCs are under various stages of construction.  

(iii) Establishment of new Technology Centers/ Extension 

Centers \ 

Under this scheme 20 Technology Centers (TCs) as Hub and 

100 Extension Centers (ECs) as Spoke  will be set-up.  



 
 

(iv) MSME Champions Scheme  

“MSME Champions Scheme” is merger of 6 components of 

Technology Upgradation  Scheme (TUS)earlier 

implemented by the Ministry of MSME. The scheme has 

been formulated by delinking earlier Credit Linked Capital 

Subsidy Scheme (CLCSS) component and merging 6 

components of TUS into following three components;  

 MSME-Sustainable (ZED)  

 MSME-Competitive (LEAN)  

 MSME-Innovative (Incubation, Design, IPR and Digital): 

Ministry of MSME has launched it on 10th March 2022. 

To augment R&D services for MSMEs, under incubation 

component, IISc, IITs, NITs &other academic institutions 

on-boarded for designs innovations.  

 Digital MSME will be interlinked with all other 

components of MSME Champions Scheme.  

(v) National Small Industries Corporation (NSIC)and NSIC 

Technical Services Centres (NTSCs)  

NSIC is an ISO certified Government of India enterprise 

under the Ministry of MSME set up in 1955 to promote the 

growth of MSMEs in the country. The main functions of 

NSIC include to procure, supply and distribute indigenous 

and imported raw materials; to export the products of 

MSMEs and develop export-worthiness; to provide 

mentoring and advisory services; to serve as technology 

business incubators; to create awareness on technological 

upgradation; to develop software technology parks and 



 
 

technology transfer centres; to implement the scheme of 

Performance and Credit rating and marketing assistance 

scheme among others. 

NSIC through its Technical

 Centres facilitates MSMEs in getting trained manpower, 

testing & common facilities. Technical Centres provide 

support services through a number of initiatives like advice 

on application of new techniques; material testing facilities 

through accredited laboratories; product design including 

CAD; common facility support in machining, EDM, CNC, 

etc.; energy and environment services at selected centres and 

practical training for skill upgradation. 

(vi) A Scheme for Promotion of Innovation, Rural Industries and 

Entrepreneurship (ASPIRE)  

The scheme promotes skill development and 

entrepreneurship to skill youths for their own enterprise and 

incubation of innovative ideas. 

3.3.7 Infrastructure & Capacity Building 

Robust infrastructure facilities are created and capacity building 

initiatives are taken under various schemes on cluster basis for a 

quick and cost effective quality breakthrough in the working of 

MSMEs. These schemes are mentioned as under: 

(i) Micro & Small Enterprises Cluster Development (MSE-

CDP)  

The objective of the scheme is technology support/skill 

development of MSMES. Financial support extended by 

Ministry of MSME to Common Facility Centres (CFCs). 



 
 

Under the scheme creation/upgradation of infrastructural 

facilities (including flatted factory complexes) in 

new/existing industrial estates/industrial areas of State 

Governments/UTs are included.  

(ii) Scheme of Fund for Regeneration of Traditional Industries 

(SFURTI)  

The objective of the scheme is to organise traditional 

industry artisans into clusters by providing Technology 

Support, Marketing Support and Skill Development. The 

scheme supports to traditional artisans to provide sustainable 

employment. It supports establishment of collective 

manufacturing enterprise of artisans in order to increase 

production, to make them produce value-added products, 

enhance products’ marketability. 

(iii) Promotion of MSMEs in North-Eastern Region (NER) and 

Sikkim \ 

The scheme is applicable for promotion of MSMEs in NER 

and Sikkim. It includes establishment and upgradation of 

Mini Technology Centres, development of new and existing 

industrial estates and capacity building of officers engaged 

in promotion of MSMEs in NER & Sikkim. 

3.3.8 Public Procurement Policy for Micro and Small Enterprises 

(MSEs) Order, 2012  

All Central Ministries / Government Departments andCentral 

Public Sector Enterprises (CPSEs)are mandated to procure 25%  of 

their annual requirements of goods and services from MSEs. It 

includes 4% from SC/ST-owned MSEs & 3% from Women-owned 



 
 

MSEs. The progress under the policy is monitored through 

MSME-SAMBANDH Portal. There are 358 Items Reserved for 

purchase from Micro and Small Enterprises (MSEs) and from 

Handicrafts sector. The list includes 350 items from MSEs and 

remaining from 351 to 358 items reserved for purchase from 

Handicrafts sector. 

(i) National Schedule Caste – Schedule Tribe Hub (NSSH) 

NSIC, through National SC/ST Hub (NSSH) provides 

professional support to SC/ST enterprises thereby enabling 

them to effectively participate in public procurement 

process.  

(ii) Procurement and Marketing Support (PMS) 

NSIC provides procurement and marketing support to 

MSMEs through its schemes of Raw Material Distribution 

Scheme; Single Point Registration for Government 

Purchase; Tender Marketing; MSMEMART portal 

(Business to Business). With an objective to enhance the 

market exposure to the goods and services produced by the 

MSME sector through new market access initiatives like  

organising/participation in Trade Fairs/exhibitions/MSME 

expo/Vendor Development Programme (VDP) etc. are 

taken.New Initiatives under the scheme include “Virtual 

Trade Fair/Exhibition” to promote e-market linkages; 

adoption of Bar Code and adoption of e-Commerce by 

Micro Enterprises.  

3.3.9 Skill Development and Entrepreneurship Development 

Training 



 
 

Training is imparted by organizations under the Ministry of 

MSME. Ministry has developed a robust skilling eco-system to 

meet demands of skilled workforce in MSME sector. The ministry 

organizes number of skill development programmes/courses for 

existing and potential entrepreneurs. Skill training programmes are 

conducted by a network of institutions under the Ministryof 

MSME that include Khadi & Village Industries Commission 

(KVIC); Coir Board; National Small Industries Corporation Ltd. 

(NSIC); National Institute for MSME (Ni-msme) and MSME - 

Technology Centres (TCs)  

3.3.10 Entrepreneurship and Skill Development Programme (ESDP)  

The objective of the scheme is new enterprise creation and skill 

development through Entrepreneurship Development Programmes 

(EDPs), Management Development Programmes (MDPs), 

Intensive Motivation Campaigns (IMCs) and Entrepreneurship and 

Skill Development Programmes(ESDPs) for motivation, 

entrepreneurship &skill training and management training of 

existing and aspiring entrepreneurs.These programmes are 

organised by the field institutions – MSME Development Institutes 

(MSME-DIs) and their branches situated in all the States/UTs 

across the country. 

3.3.11 Assistance to Training Institutions (ATI) Schemes  

The objective of the scheme is skill development prgrammes by 

training institutions of the Ministry of MSME. The Ministry 

supports for infrastructure and capacity building of training 

institutions of Ministry and existing State level Entrepreneurship 

Development Institutions (EDIs). 



 
 

3.3.12 Other Schemes and Initiatives for MSMEs 

Apart from above major schemes of the Ministry to meet the 

challenges faced by the MSMEs, Khadi and Village Industries 

Commission (KVIC) and Coir Board also implement a number of 

schemes benefitting the MSMEs in their sectors for their 

promotion and development. 

3.3.13 Addressing the Challenge of Delayed Payments  

A large number of MSMEs are ancillary units catering to the needs 

of large industries, both in the public and private sector. They often 

face the problem of delayed payments, affecting their cash flow 

and working capital availability. Most of the time, delay in 

realisation of such receivables increases their operating cycle and 

reduces their ability to procure new orders or fulfill the existing 

ones. Micro, Small and Medium Enterprises Development 

(MSMED) Act, 2006 contains provisions related to penalty in case 

of delayed payments by the buyers, weak bargaining power and the 

fear of losing the business prevents MSMEs to invoke this 

provision.  

(i) MSME SAMADHAAN Portal15 

Ministry of MSME has launched MSME SAMADHAAN 

Portalto monitor delayed payments. The portal was launched 

on 30th October, 2017. It includes the facility of online 

application filing by supplier MSE unit against buyer of 

goods/services to concerned Micro and Small  Enterprise 

Facilitation Council (MSEFC) of State/UT.  

(ii) Trade Receivables Discounting System (TReDS) 

                                                             
15https://samadhaan.msme.gov.in /MyMsme/MSEFC/ MSEFC_ Welcome.aspx 



 
 

Delay in getting payments is one the perennial problems 

faced by MSMEs. To address this issue, the Reserve Bank 

of India introduced the Trade Receivables Discounting 

System (TReDS) in 2014. TReDS is an electronic platform 

where receivables of MSMEs drawn against buyers [large 

corporates, Public Sector Undertakings (PSUs), Government 

departments] are financed through multiple financiers at 

competitive rates. It is done through an auction-based 

mechanism. To widen the scope of TReDS and to 

incentivise more players to be part of this platform, banks’ 

exposure through this platform were brought under priority 

sector lending in 2016. Presently, three entities [viz., 

Receivables Exchange of India Ltd. (RXIL), A. TReDS, and 

Mynd Solutions] licensed by the Reserve Bank of India are 

operating the platform.  

3.3.14 Raising and Accelerating MSME Performance (RAMP)  

Ministry of MSME is going to launch a new scheme called RAMP 

in order  to enhance impact of existing schemes of the Ministry to 

provide relief assistance to deal with COVID challenges faced by 

MSMEs. The scheme covers marketing scheme, credit, technology 

upgradation, product development and research studies taking 

forward the U.K. Sinha-led RBI Committee report findings, KV 

Kamath Committee and the PM Economic Advisory Council 

suggestions etc. 

 

 

 



 
 

4. Way forward  

 

Covid pandemic has affected the MSMEs most by halting their production 

activities. Supply of labour and other resources was the major constraints 

because of lockdown during the pandemic. Likewise other sectors, it is 

essential to revamp the sector in the wake of fast emergence of digital 

technology during the pandemic touching almost every activity from 

education, medicine to trading. It is thus appropriate if National Policy for 

Micro, Small and Medium Enterprises (MSME) in India on which the Office 

of the Development Commissioner (MSME), Ministry of MSME16 has been 

working upon, is implemented for the benefits of MSMEs. The purpose of the 

policy is to bring together a comprehensive frame-work of strategies and 

actions for suitable adaptation and inclusion in the state level policies on 

various measures to promote competitiveness, technology upgradation, 

infrastructure, cluster development, dedicated credit, procurement of products 

& financial assistance to MSME. Various strategic outcome for such measures 

should include increased development, growth and exports of MSMEs; 

increased institutional support and achievements of Sustainable Development 

Goals (SDG) among others. 

4.1 More Government Spending and Sun rise areas for MSMEs 

MSMEs likewise of any other sectors post covid need to get more 

vigorous support from the Government policies and enabling framework 

which guide and support MSMEs to effectively handle their existing 

problems and meet the challenges cited above with their efforts as well in 

a synergic manner and venture into new sun rise areas. As an illustration 

semi-conductors industry, robotics, drones, Artificial intelligence etc. are 

some examples in this regard. Government should provide its assistance to 
                                                             
16http://www.dcmsme.gov.in/Draft%20National%20Policy.pdf 



 
 

MSMEs by acting as a facilitator and promoter and not as a regulator 

particularly export/import in international business. 

 

4.2 Changes and Amendments in MSMED Act 2006 

Government should have a relook of 358 items reserved for purchase from 

MSEs/Handicrafts sector and increase the number because of more 

coverage of these items under their ambit of production with passage of 

time. Also there is no National Sample Survey after 2015-16 or impact of 

covid pandemic on MSMEs, Government must consider these 

appropriately. Digital mechanism should be devised to generate unique 

registration of all MSMEs compulsorily as to give real time data and also 

to reduce multiple registrations by different entities. Efforts should be 

made by the Ministry of MSME to amend the MSMED Act, 2006 in such 

a manner that may empower the Ministry to change the quantitative 

requirements periodically by the notifications from to time in place of 

going to amend the Act because it takes a lot of time by the government to 

amend the Act. As an illustration, the definition of MSMEs has been 

changed in 2020 since 2006 after a lapse of 14 years first time ultimately 

by direct intervention by the Government which could not be made 

possibleinspite of a number of efforts to amend the MSMED Act. The 

implementation of awards by the MSE Facilitation Council for delayed 

payments should be reinforced by the necessary amendments. 

4.3  Government Initiatives - Atma Nirbhar Bharat and others 

Government must consider that MSMEs in larger number get benefits 

under its ambitious schemes and initiatives of Atmanirbhar Bharat in 

making India 5 Trillion Dollar economy, Digital India, Make in India, 

Vocal for Local, export promotion, Green India, Eco-friendly and 

upgraded technology adoption, Start-up India etc.  so that the sector may 



 
 

recoup the covid loss in a quick manner and regain its glory. The 

multiplier effects of investments, implementation of all existing schemes 

and new schemes including on credit, technological upgradation, 

marketing both domestic and international, research, other initiatives like 

ease of doing business, development and ease of quality living should be 

the leading factors for increase on employment, GDP, Exports share, 

number of MSMEs than before ever. 

4.4 Increased development, Growth, employment and exports of MSMEs 

Efforts should be made by various departments and agencies to enhance 

the contribution of MSMEs in their domain in growth, GDP, development 

and exports. In particularly, given the fact that the MSME sector 

contributes significantly to exports, it is essential that they should be 

integrated with global value chains (GVC) to remain competitive as it 

offers unique opportunity to become technologically and digitally 

empowered. Being part of GVC would enable MSMEs to produce quality 

goods and services which will have greater acceptability in the global 

market. The major challenges for the sector to connect to the GVC are 

lack of information, knowledge of markets and quality standards which 

should be addressed appropriately.MSMEs should be ready to face 

competition from domestic and international firms. MSMEs should take 

the advantages of globalization by getting involved in export of 

specialized components and parts and adapt themselves to the fast 

changing needs of the markets.Small and Medium Enterprises (SMEs) 

account for the majority of businesses worldwide and are important 

contributors to job creation and global economic development.17Access to 

finance is essential for improving SME competitiveness, as SMEs have to 

                                                             
17https://www.worldbank.org/en/topic/smefinance 



 
 

invest in new technologies, skills and innovation.18A new policy approach 

is emerging which focuses on enabling the creation and commercialisation 

of knowledge for increasing the productivity of the enterprises. Examples 

of such policies include encouraging R&D, venture capital, and new-firm 

start-ups’. 

4.4.5 Increased Institutional Support 

It is very appropriate time for the government to have a relook for the 

potential increased support to MSMEs through its various institutions in 

view of changed post covid scenario that include the following: 

1. National Small Industries Corporation (NSIC) 

2. Small Industries Development Bank of India (SIDBI) 

3. National Institute for MSMSE (Nimsme)  

4. Mahatma Gandhi Institute for Industrialisation, Wardha, Maharashtra 

5. National Institute for Entrepreneurship and Small Business 

Development (NIESBUD) 

6. Rural and Women Entrepreneurship Development (RWED) 

4.6  MSMEs and Sustainable Development Goals (SDG) 

United Nations has given 17 Sustainable Development Goals (SDGs)19 

also known as the Global Goals that were adopted by all Member States 

in 2015 as a universal call to action to end poverty, protect the planet and 

ensure that all people enjoy peace and prosperity by 2030.SDGs are 

integrated that is, they recognize that action in one area will affect 

outcomes in others, and that development must balance social, economic 

and environmental sustainability. MSMEs by way of their inherent 

                                                             
18https://www.oecd.org/cfe/smes/31919278.pdf (Page 25) 
19https://sdgs.un.org/goals 

https://www.oecd.org/cfe/smes/31919278.pdf


 
 

strength may contribute substantially towards achieving SDGs by the 

country. 

5. Conclusion 

In view of above MSMEs have a vast untapped potential to reap upon and 

synergic strategic actions are required by the stakeholders in this regard to 

deal with various challenges being faced by MSME sector in the time to 

come for achieving the goal of AtmaNirbhar Bharat (Self-reliant India). 
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