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Abstract: Micro, small, and medium enterprises (MSMEs) play a vital role in India's economy, 

contributing significantly to GDP, exports, and employment. They are instrumental in fostering regional 

development, promoting industrialization, and reducing economic disparities. However, despite their 

importance, MSMEs face persistent challenges such as limited access to finance, outdated technology, 

regulatory hurdles, and skill shortages, which hinder their growth and competitiveness. This research 

explores these challenges in depth, assessing the impact of various government initiatives designed to 

support MSMEs. It reviews financial schemes, digital transformation programs, and skill development 

efforts, highlighting their effectiveness in strengthening the sector. The study also offers strategic 

recommendations to build a more resilient, innovative MSME landscape. By empowering MSMEs with 

improved financial access, advanced technology, and a skilled workforce, the sector can drive sustainable 

economic growth, foster innovation, and enhance India’s global competitiveness. 

 

Keywords: The article focuses on Micro, Small, and Medium Enterprises (MSME) in India, exploring 

the critical aspects of financial inclusion and skill development, the role of technological advancements 

and digital transformation, and the impact of policy reforms on fostering sustainable economic growth 

 

I. INTRODUCTION 

Micro, small, and medium enterprises (MSMEs) play a pivotal role in shaping India’s economic landscape, acting as 

catalysts for entrepreneurship, Employment generation, and regional industrialization. Contributing nearly 30% to 

India’s gross domestic product (GDP), over 40% to exports, and providing livelihoods to approximately 110 million 

people, MSMEs are integral to the country’s economic resilience and sustainability. Spread across urban, rural, and 

semi-urban regions, these enterprises drive inclusive growth by creating job opportunities and reducing regional 

economic disparities. Despite their critical importance, MSMEs face persistent challenges that hinder their expansion 

and competitiveness. Key issues include restricted access to affordable finance, technological obsolescence, complex 

regulatory requirements, and shortages of skilled labour. Addressing these challenges is essential to unlocking the full 

potential of the sector and ensuring its long-term viability. This study aims to examine the primary barriers confronting 

MSMEs, evaluate the effectiveness of government interventions, and propose policy recommendations to strengthen the 

sector’s resilience and global competitiveness. The ultimate objective is to formulate a strategic framework that 

empowers MSMEs, fostering a dynamic and inclusive economic ecosystem that supports both enterprise growth and 

India’s broader economic development. 

 

II. LITERATURE REVIEW 

1. AL, A. K. (2022) 

This study emphasizes the crucial role of MSMEs in India’s economic growth and job creation, particularly in rural 

areas. It highlights challenges such as limited access to finance, poor infrastructure, and skill shortages, recommending 

government support through low-cost credit, infrastructure improvements, and skill development programs. 



I J A R S C T    

    

 

               International Journal of Advanced Research in Science, Communication and Technology  

                               International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

Volume 5, Issue 5, May 2025 

 Copyright to IJARSCT         DOI: 10.48175/IJARSCT-26623  169 

    www.ijarsct.co.in  

 
 

ISSN: 2581-9429 Impact Factor: 7.67 

 
2. Bandopadhyay, K., & Khan, T. L. (2020) 

The research explores the factors affecting MSME export promotion in India, focusing on raw material availability. It 

suggests expanding supply chains, improving access to finance, and supporting technological innovation to enhance 

MSME competitiveness in the global market. 

3. Elayaraj, Vijai (2020) 

This study discusses the significant contribution of MSMEs to India’s economy, particularly in Uttar Pradesh. It 

acknowledges the government’s efforts in improving credit access through schemes like MUDRA but points out 

persistent issues like collateral constraints and financial illiteracy. 

4. G Thouseef Ahamed, S Aneel Amrutha Raju (2023) 

The article addresses MSME challenges such as capital shortages, slow technology adoption, and poor infrastructure. It 

recommends alternative financing, branding, technological upgrades, and regulatory easing to enhance MSME 

competitiveness, while noting government initiatives like the Udyam Registration Portal. 

5. V. Rajalakshmi & R. Revathi (2020) 

This research highlights the financial, technological, and competitive challenges faced by MSMEs. It suggests proactive 

government interventions in finance and technology to overcome these issues and ensure MSMEs contribute effectively 

to national economic growth. 

6. Rajamani Ka, Nirmal Raj A (2020) 

The study focuses on the financial challenges faced by MSMEs, such as access to capital and cash flow issues. It 

proposes a conceptual framework to guide policymakers in better supporting MSMEs and addressing financial gaps. 

7. Das, D. K. (2021) 

This research examines the role of MSMEs in economic development, particularly in employment generation and 

regional growth. It identifies key challenges like restricted capital access and poor infrastructure and advocates for 

government fiscal assistance and policy reforms to boost MSME contributions. 

 

Objectives 

• To identify and analyze the key challenges faced by MSMEs in India 

• To explore the growth opportunities available to MSMEs in India 

• To examine the pivotal role of MSMEs in India’s economic growth and employment generation, 

 

Research Gap 

Despite extensive research on the challenges and opportunities faced by Micro, Small, and Medium Enterprises 

(MSMEs) in India, several critical gaps persist in the literature. While studies have highlighted issues such as limited 

access to finance, infrastructural deficiencies, and skill shortages, there is a lack of comprehensive analysis on the 

effectiveness of government interventions like the MUDRA scheme and Udyam Registration Portal in addressing these 

challenges. Moreover, the impact of technological adoption on MSME competitiveness, especially in the context of 

digitalization and e-commerce, remains underexplored. Additionally, the role of MSMEs in export promotion, 

particularly concerning supply chain dynamics and integration into global value chains, requires further investigation. 

Addressing these gaps is essential for formulating targeted policies that enhance the resilience and growth of the 

MSME sector in India. 

 

III. RESEARCH METHODOLOGY 

1. Research Design 

Type: Descriptive and analytical study based on secondary data. 

Objective: To analyze the challenges and opportunities faced by MSMEs in India. 2. Data Collection 

Sources: 

• Government Reports: Economic Survey, Ministry of MSME publications. 

• Industry Analyses: Reports from IBEF, CRISIL, and other financial institutions. 

• News Articles: Recent developments reported by Reuters, The Hindu, etc. 
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• Academic Journals: Studies published in journals focusing on economics and business. 

 

IV. DATA ANALYSIS AND DISCUSSION 

1. Interpretation & Economic Challenges 

While the data shows a steady increase in export contribution by MSMEs, this growth also highlights systemic 

vulnerabilities that pose challenges to the broader economy: 

 
 

Stagnation in Growth: 

While the percentage share of MSMEs in total exports has remained stable, the absolute value of exports plateaued in 

2022–23 and 2023–24 at ₹12.39 lakh crore. This stagnation could signal: 

Supply chain disruptions (e.g., global geopolitical tensions, pandemic aftershocks) 

  

Increased global competition 

Internal operational inefficiencies due to outdated technology or limited capacity 

Limited Access to International Markets: 

MSMEs often lack awareness of international trade regulations, certifications, and e-commerce platforms, preventing 

them from expanding into new markets or scaling efficiently. 

Inadequate Infrastructure and Logistics: 

Poor connectivity to ports, limited cold storage facilities, and high logistics costs can hinder timely delivery and product 

quality, affecting export reliability. 

Financial and Regulatory Burdens: 

High compliance costs, difficulties in securing export finance, and delayed refunds under GST are common hurdles that 

reduce global competitiveness for MSMEs. 

Infrastructure and Logistics Gaps 

Poor port connectivity, high logistics costs (14% of GDP), and inconsistent quality standards across MSMEs limit their 

ability to scale exports competitively. These inefficiencies reduce India’s attractiveness as a global manufacturing and 

export hub. 

Implication for the Economy 

1. Economic Fragility: A heavy reliance on MSMEs for export earnings means any disruption to this sector could 

negatively affect foreign exchange reserves and trade balance. 

2. Missed Growth Potential: Without enabling MSMEs to scale up and modernize, India may fail to fully capitalize on 

global trade opportunities, especially in emerging sectors like green tech and digital services. 
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3. Widening Inequality: Stagnation or decline in MSME exports could lead to job losses and income stagnation, 

especially in semi-urban and rural areas where MSMEs are concentrated. 

 
2. The bar graph titled "MSME Registration by Activity" visually represents the number of MSMEs in India based on 

their area of operation—Manufacturing, Services, and Trading. The data clearly shows: 

 Trading MSMEs are the highest in number. 

 Service MSMEs are close behind. 

 Manufacturing MSMEs are the lowest. 

 

Interpreting the Data: Challenges for the Indian Economy 

1. Underrepresentation of Manufacturing 

 Manufacturing has the lowest registration count, yet it has the highest potential for employment generation, 

exports, and industrial growth. 

 India's vision to become a global manufacturing hub (e.g., through “Make in India”) is at risk if MSMEs avoid 

this sector due to high capital requirements, outdated tech, and regulatory hurdles. 

 This imbalance hampers value-added production, reducing competitiveness in global markets. 

 

Overdependence on Trading 

 Trading MSMEs, while vital for local commerce, often involve low-skill, low-investment activities with 

limited employment generation capacity. 

 A large share of trading units may indicate in formalization, tax evasion, and economic vulnerability to policy 

or market changes (like demonetization or GST). 

 

3. Service Sector Saturation 

 While the service sector is growing, many MSMEs in this space (like small vendors or local providers) operate 

in unorganized settings, contributing minimally to tax revenue and formal employment. 

 Services are location-bound and harder to scale, unlike manufacturing, which can grow with proper 

infrastructure and supply chain support. 

 

Structural Challenges Highlighted 

 Skill Gaps: MSMEs may prefer trade/services due to lack of skilled labor for manufacturing roles. 

 Credit Constraints: High initial capital needed for manufacturing discourages MSMEs, especially when 

collateral-free loans are hard to get. 

 Policy Implementation Gaps: Despite schemes like MUDRA and PMEGP, there's a disconnect between policy 

design and MSME needs, especially for those in productive sectors. 
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Conclusion 

The skewed distribution of MSMEs toward trading and services reveals a structural challenge for India’s long-term 

industrial and economic goals. To ensure sustainable growth, the government and stakeholders must: 

• Incentivize manufacturing MSMEs. 

• Promote skill development and technology adoption. 

• Improve ease of doing business in core sectors. 

• Strengthen formalization and financing mechanisms. 

 
• The bar chart titled “MSME Registration by Gender” presents a clear gender disparity in MSME ownership or 

registration in India. The graph shows: 

• Male-owned MSMEs dominate with the highest registration count. Female-owned MSMEs are significantly 

lower. 

• Other gender identities (possibly including transgender or non-binary individuals) have a negligible presence. 

• Interpretation: Gender Imbalance as a Challenge 

 

1. Underrepresentation of Women Entrepreneurs 

• The relatively low number of female-led MSMEs reveals persistent gender barriers in access to entrepreneurship. 

These include: 

• Limited access to capital due to lack of collateral or financial history.  

• Lower participation in formal networks and business ecosystems.  

• Cultural and societal norms restricting mobility or decision-making roles for women. 

This imbalance limits inclusive economic growth, especially when women-led enterprises have shown high success and 

reinvestment rates. 

 

Loss of Economic Potential 

• Women comprise nearly half the population, yet their low entrepreneurial presence means India is 

underutilizing a vast reservoir of talent. 

• Increasing women’s participation in MSMEs can significantly boost GDP, foster innovation, and improve 

household income security. 

  

3. Neglect of LGBTQ+ and Other Marginalized Genders 

• The “others” category is barely visible on the chart, indicating a complete lack of policy focus or support 

systems for gender-diverse individuals in MSME sectors. 
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• This highlights deep systemic exclusion, both socially and economically, of non-binary or transgender 

entrepreneurs. 

• Policy and Implementation Gaps 

Despite schemes like Mahila Coir Yojana, Stand-Up India, and Udyam Sakhi, the registration gap remains wide. Many 

of these policies suffer from poor outreach, bureaucratic delays, and lack of gender-sensitive financing models. 

 

IV. CONCLUSION 

This data reflects a critical challenge to India’s inclusive development agenda. Bridging the gender gap in MSME 

registration is not just a social goal but an economic necessity. It requires: 

• Targeted financial support for women and marginalized groups. Capacity building and mentorship programs. 

• Awareness campaigns about government schemes. 

• A gender-responsive policy framework that addresses systemic exclusion in entrepreneurship. 

 

V. FINDINGS 

The MSME sector in India plays a pivotal role in driving economic growth, contributing significantly to GDP, exports, 

and employment. However, major challenges persist, including limited access to finance, outdated technology, 

regulatory burdens, and a lack of skilled labor. Data reveals a structural imbalance with MSMEs heavily skewed toward 

trading and services, while manufacturing—crucial for industrialization—remains underrepresented. Gender disparity is 

stark, with women and non-binary individuals significantly underrepresented in MSME ownership. Although 

government initiatives like MUDRA, Udyam Registration, and Stand-Up India aim to empower MSMEs, gaps in 

outreach, implementation, and sector-specific support hinder their effectiveness. Export stagnation, infrastructure 

limitations, and informality further challenge the sector’s global competitiveness. 

 

Suggestions 

To unlock the full potential of MSMEs, India must adopt a multi-pronged strategy. First, expand access to affordable 

credit through collateral-free, sector-specific lending models. Second, enhance manufacturing participation by offering 

targeted subsidies, tax breaks, and streamlined compliance. Third, invest in robust skill development programs tailored 

to regional industry needs. Fourth, promote gender equity by supporting women and marginalized groups with  

customized mentorship, capacity building, and awareness campaigns. Fifth, improve infrastructure, digital connectivity, 

and supply chain logistics to facilitate exports. Lastly, strengthen the implementation of existing schemes through real-

time monitoring, stakeholder feedback, and public-private partnerships to ensure impact-driven results. 

 

Conclusion 

MSMEs are the backbone of India’s economy, but their growth is constrained by financial, technological, regulatory, 

and social challenges. Addressing these issues holistically is essential for sustainable and inclusive development. The 

current structural tilt toward trading and services, gender imbalance, and export stagnation signal the need for deep 

policy recalibration. With effective support in finance, technology adoption, skill training, and inclusivity, MSMEs can 

significantly boost industrial output, job creation, and global competitiveness. A resilient MSME sector is not only vital 

for economic expansion but also crucial for social equity and rural development. Empowering MSMEs is, therefore, a 

national priority to ensure India’s vision of becoming a $5 trillion economy is both achievable and equitable. 
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