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ABSTRACT

Over the last five decades, the Micro, Small, and Medium Enterprises (MSME) sector has emerged as a highly
vibrant and dynamic sector for the Indian economy. So MSMEs provide an ample employment opportunity
compared to large industries and help in the industrialization of rural & backward areas, thereby reducing regional
imbalances and assuring more equitable distribution of the national economy. Recently, the prime minister of India
has given a call for self-reliant Bharat (an Atmanirbhar Bharat) to strengthen our MSME sector. The current article
provides a brief commentary on the improvements needed to attain this goal.
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INTRODUCTION
Micro, small, and medium-sized enterprises have historically been critical to the Indian economy, as India has
approximately 6.3 crore MSMEs that contribute roughly one-third of the country's GDP. It sustains nearly 110
million jobs in India. MSMEs, especially in a developing country like India, make a significant contribution. They
not only create jobs, but also inspire low-skilled workers to start businesses in rural areas and promote export.
Previously, MSMEs were classified according to their investment in plant and machinery or equipment.In the
manufacturing sector, if the investment in plant and machinery or equipment was less than Rs.25 lakhs, they were
classified as micro industries; between Rs.25 lakhs and Rs.5 crore, they were classified as small industries; and
between Rs.5 crore and Rs.10 crore, they were classified as medium industries. In the service sector, micro
industries were defined as those with an investment in plant, machinery, or equipment of less than Rs.10 lakhs,
small industries were defined as those with an investment of between Rs.10 lakhs and Rs.2 crore, and medium
industries were defined as those with an investment of between Rs.2 crore and Rs.5 crore. On 1st July 2020, the
Indian government updated the definition of MSME to include those with an investment of less than Rs.1 crore and
a turnover of less than Rs.5 crore as micro industries, those with an investment of between Rs.1 crore and Rs.10
crore and a turnover of between Rs.5 crore and Rs.50 crore as small industries, and those with an investment of
between Rs.10 crore and Rs.20 crore and a turnover of between Rs.50 crore and Rs.100 crore as large industries.
MSME account for 55% and 60% of Germany's and China's GDPs, respectively. This number suggests that we must
recognize the critical importance of promoting our MSME market. MSMEs are reported to create an increasing
influx of jobs, thereby creating a dynamic demand for goods and services. The major distinction between developed
and developing countries' MSMEs is that developed countries' regulations are extremely liberal, their promotion of
MSMEs is excellent, and their government's financial assistance is excellent. Whereas in developed countries,
regulations are extremely restrictive, MSMEs are poorly promoted, and financial assistants are ineffective at
launching a new company.
Recently, India's prime minister issued a call for a self-sufficient Bharat (an Atmanirbhar Bharat) to bolster the
MSME market. MSMEs now account for approximately 30% of India's GDP. According to Mr. Nitin Gadkari
(Minister of Micro, Small and Medium Enterprises), MSMEs will contribute 60% of India's exports in two years,
which will be critical for the Indian economy's development.
Nonetheless, the MSME sector in India faces numerous challenges and growth impediments, including high credit
costs, a lack of knowledge about government programs, and a complicated credit application process. Using this
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commentary, | intend to summarize the major issues that MSMEs are facing in India, and delineate some points on
how India can become Atmanirbhar through MSMEs.

RESEARCH METHODOLOGY
The commentary makes use of only secondary data. For the same, both electronic and physical sources are used. The
electronic sources include websites [1-3], digital reports [4-5], and research papers from online journals [6-
8]. Books, documents, and thesis reports comprise the physical sources.

DISCUSSION
Some significant issues confronting India's MSME sector are summarized below.

e  Credit contribution:
There are approximately 6.3 crore MSMEs in India, with a credit requirement of approximately $36 trillion.
However, the available credit for support is approximately $16 trillion. There is a $20 trillion shortfall.
e Large informalization:
The primary reason for the credit gap is the MSME sector is the lack of formalization. For instance, out of 6.3
crore MSMEs, only 1.1 crore are GST registered. Thus, formalization of these informal industries is critical
because it benefits both the company and its employees, thereby strengthening MSMEs.
e Regulatory problem:
In India, there are several regulatory issues. Complicated government services and approvals results in loss of
entrepreneur's time and effort. Example of some cumbersome government processes are obtaining building
permits, implementing contracts, the tax processes etc.
e  Scaling up issues:
The most serious issue confronting India's MSMEs is scaling up. According to official figures, the nation has
approximately 63.05 million micro businesses, 0.33 million small businesses, and just 5000 medium-sized
businesses. The Government of India must take steps to facilitate the scaling up of businesses, so that micro
enterprises become small, small enterprises become medium-sized, and medium-sized enterprises become large
enterprises. Following this, the country's GDP, economy, and jobs will all grow.
To summarize, some steps that are necessary to improve the MSME sectors in India are:
e Government of India has to open MSME bond market that would facilitate MSMEs to take loans from both
government and private enterprises.
e The government must collaborate with private players to increase credit contribution, allowing the MSME
sector to expand rapidly.
The primary focus should be on the formalization of MSME sector.
Efforts should be taken to address the regulatory issues that could save entrepreneurs’ time and effort.
Developing user friendly interfaces for contracts and tax processes.
Teaching entrepreneurship at the school level, and providing courses to strengthen entrepreneurs with the
basic of business development, management and finances.
e Labor laws need to be reformed to ensure the improvement in MSME sector
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CONCLUSION
The Indian government also recognizes the importance of the MSME sector, which is why they expect that if they
continue to concentrate on it, the MSME sector will account for 50% of India’s GDP, and 50 million new jobs will
be generated over the next five years. To achieve this, a proper plan of action is needed that can address the root
problems existing in the MSME sector. The Indian banking system also plays a crucial role in this fight. To
conclude, | strongly believe that MSME is the pathway to boost India’s economy and has the ability to make India
Atmanirbhar.
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