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Innovative Trends in Industries for Entreprencurship Development
(MSMI)
By
Dr. Chavan Ashok Daulatrao
Asst. Prof. in Commeree,
Late Ramesh Warpudkar AC'S Collepe,
Sonpeth, Dist: Parbhani-43 1516, (MI I
Introduction: '

Globally, Micro, Small and Medium Enterprises have been aceepted as the engines of
economic growth. According to the quick results of the fourth all India census of Micro, Small and
Medium Enterprises, there were 32 million Micro, Small and Medium Fnterprises in India, which
provided employment to about sixty million people. Today fast changing, global cconomic scenario
has thrown up various opportunities and challenges (0 the Micro, Small and Medium Linterprises in
India. While on the one hand, many opportunitics have opened up for this scetor (o enhanced
productivity and look for new markets at national and international level, it has also, on the other
hand. put an obligation to upgrade their competencies in various ficlds like marketing, finance,
business development, operations, technology etc. The present paper is an attempt to study the role of

Micro. Small and Medium Enterprises on innovative trends in Entreprencurships development in
India.

“Combination of capital and integrity will be the key to success for small entreprencurs.”
--Narendra Modi

After “Skill India’, "Digital India’, and ‘“Make in India’, Prime Minister Mr. Narendra Modi
has taken one more ambitious step in the direction of economic revival of the country and creating
jobs for rural and urban youth. On April 8, 2015, he launched a new Micro Unit Development and
Refinancing Agency (MUDRA) for Micro and Small entrepreneurs, which will provide them easy
loans Rs. 10 lakh. It has become a unique feature with most of Mr. Modi’s initiatives. apart from
being the abbreviation of full name of the Agency created under the scheme, the name MUDRA.
Hindi parallel word of currency in English, also carries a special meaning for the intended target
beneficiaries. The prime minister made it more explicit when he said that the main objective of the
MUDRA was to make available money to those who did not have it.

2.4 Billion Dollar fund was sanctioned to emerging Indian entrepreneurs during January to
August 2016 by America.

The sector contributes about 8 per cent to GDP besides 45 per cent to the total manutacturing
output and 40 per cent to the exports from the country. Rural enterprises account for 52 per cent of all
Micro, Small and Medium Enterprises. The majority of the enterprises are in the service sector:
manufacturing units make up around 28 per cent of the total. The largest sector within the Micro.
Small and Medium Enterprise sector is retail trade and repair and maintenance of personal and
household goods, which accounts for a little over a third of total employment in the sector. The bulk
of Micro. Small and Medium Enterprises to unregistered category. It gives a clear idea how Micro.
Small and Medium Enterprises play pivotal role in the overall industrial economy of the country. At
the same time growth of Micro, Small and Medium Enterprise sector is crucial for promoting
¢quitable development in the country. The major advantage of the sectors its employment potential at
low capital cost. Also. a significant number of Micro, Small and Medium Enterprises are owned by
People belonging to the disadvantaged sections of society. For instance, nearly 13 per cent of Micro.
Small and Medium Enterprises are owned by women entrepreneurs. Hence, the sector is fundamental
in taking forward the inclusive growth process. The Micro, Small and Medium linlcrp_riscs are the
best vehicle for inclusive growth, to create local demand and consumption and also to fight with the
global meltdown.

Definition of Micro, Small and Medium Enterprises: )
Micro, Small and Medium Enterprises Development Act 2006: According to Micro, Small

and Medium Enterprises act the enterprises are broadly classilicd in teripg ol activity such as
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Objectives of the Study:
The objective ol the
Development in India. Fexpress an
e To know the contribution of M
e To know the growth and performance of Micro, Sma
e To know the need of the financial infrastructure. ’ .
o Toidentify the major problems / chalfenges before Micro. Small and Medinm Fterprises
Classification of Micro, Small and Medium Enterprises in India: B
The Micro. Small and Medium Enterprises Development, Act 2006 (MSMEDA) clasyhcs the
Micro. Small and Medium Enterprises as under (on the basis of invcslmelllhip_v[’_lajl‘aﬂ(rlj{frz_gg_l1 inery).

study is to highlight The Micro, Slll:!ll and Mediam Enterpri,
hupininn on the following ohjective ol Ehb: I'U’;‘U;H'L;ll paper.

icro. Small and Medium Enterprises in GDP.

Il and Mcdium Lnterpriscs.

No. Enterprise Investment in Plant & Machinery
I | Micro Manufacturing Enterprise Less than Rs. 25 lLacs IO——
2 | Micro Service Enterprise Less than Rs. 10 Lacs in equipments
3 | Small Manulacturing Enterprise Less than Rs. 5 Crore
4 | Small Service Enterprise Less than Rs. 2 Crore |
5 | Medium Manufacturing Enterprise Less than Rs. 10 Crore o
6 | Medium Service Enterprise Less than Rs. 5 Crore |

Original cost excluding land and building and furniture-fittings and such items. speciﬁcally: excluded.

“The Micro. Small and Medium Enterprises (Manufacturing and Service) are classified under

Priority Sector:

*  Small Road and Water Transport operator.

»  Small Business. Professional and self Employed Persons and all other service enterprises
(How-ever Retail Trade is not included under Micro, Small and Medium Enterprises
(Service)).

»  Warehouses, Godowns, Silos, Cold Storages registered as Micro, Small and Medium
Enterprises

*  Manufacturing of Medical Equipment and Ayurvedic Processing and Piggery Farms.

»  Tobacco Processing.

» Beedi/ Cigarette manufacturing and other tobacco products.

*  Extraction of Agave spirit and Agave juice (imported medicinal plants).

= Manufacture ol Bio-fertilizer.

Today following are the Share of various Sectors in Micro, Small and Medium Enterprises:

Sr. Sub-Sector Productwise |
 No. Share (%)

I lFood Products and Beverages 14.26
|2 Wearing Apparel 13.67
3| Fabricated Metal Products 896

1 Repair and Maintenance ol Personal and Houschold 8.6
_ | woods; Retail Trade
I R
6| Furniture - 6.36

7| Machinery and Equipments B 4.66 J

wn
o

Innovative Trends in Commerce and Management

kg gl PRINCIPAL

P Late Ramesh Warpudiar (ACS)
. Colleae Conmadh M 2 = x o




IQBN N0.978-1-63535-489-8

8 | Other non-metalic Mineral products .77
9 | Repair and Maintenance ol Motor Vehicles Retails (.

Sale of Automotive l'uel

10 | Wood and W()-()(Lng_d_l_l_c!s_r 353
11 | others - 25.82
100.00

growth of Micro, Small and Medinm Entreprencurships: (|
1C

The Micro. Small and Medium  Enterprises  seclor
nanufacturing output, cmployment and export of the country. 10is estimated that in terms of valie.
{he sector accounts for about 43 percent ol the manufacturing output and A0 per cent of the total
exports of the country. Thesector is estimated to employ about 595 lakh persons in over 261 lakh
enterprises throughout the country. Further, this sector has consistently registered a highcr growth rate

than the rest of the industrial sector. There are over six thousands products ranging from traditional 16

high-tech items, which are being manufactured by the Micro, Small and Medium Jonterprises in India.
It is well known that the Micro, Small and Medium Enterprises provide good opportunitics for both
self-employment and wage employment.
Recognizing the contribution and potentials of the sector. the definitions and coverage of the
Micro. Small and Medium Lnterprises sector were broadened significantly under the Micro, Small
and Medium Enterprises Development Act, 2006 which recognized the concept of “enterprise’ o
include both manufacturing and services sector besides. defining the medium enterpriscs. For
collecting and compiling the data for the Micro. Small and Medium Enterpriscs sector including
Khadi. Village and Coir Industries, the Fourth All India Census of Micro, Small and Medium
Enterprises with reference year 2006-07, was launched during 2007-08 in the country.
The size of registered Micro, Small and Medium Enterprises is estimated to be 15.64 lakh
"units of the total working enterprises. 94.94 per cent are micro enterprises. 4.89 per cent are small
enterprises and only 0.17 per cent are medium enterprises. 67.10 per cent enterprises are engaged in
manufacturing activities and 16.13 percent in repairing and maintenance 16.78 per cent in services.
About 45.3 per cent of the enterprises are located in rural areas and 54.7 per cent in urban areas. Small
and Medium Enterprisescontribute about 44.86 per cent to total industrial production and 8.72 per
cent GDP of the country.
Agricultural Entrepreneurships development in India:
~Agriculture is the backbone of the Indian Economy” said Mahatma Gandhi. Even today. the

situation is still the same. with almost the entire economy being sustained by agriculture, which is the
mainstay of the villages. It contributes 16 per cent of the overall GDP and accounts for employment
of approximately 52 per cent of the Indian population. Rapid growth in agriculture is essential. not
only for self-reliance. but also to earn valuable foreign exchange. Indian farmers are going to ensure
food and nutritional security to the Nation. Despite the focus on industrialization, agriculture remains
a dominant sector of the Nation. Despite the focus on industrialization, agriculture remains a
dominant sector of the Indian economy both in terms of contribution to Gross Domestic Product as
well as a source of employment to millions across the country.

Food Industry: The Indian food industry is poised for huge growth, increasing its
contribution in world food trade every year. In India, the food sector has emerged as a high profit
sector on the back of the scope it offers for value addition, particularly with the food processing
industry getting recognized as high-priority area. Accounting for about 32 per cent of the country’s
total food market, the food processing industry is one of the largest industries in India and is rzmlied
fifth in terms of production, consumption, export and expected growth. The total food production in
India is likely to double in the next 10 years with the country’s domestic food market estimated to
reach US § 258 billion by 2015. '

Need of Financial Infrastructure:

Establishing a solid financial infrastructure should be apriority in the financial development

agenda, as it can lower the costs and risks to financial institutions of serving Micro, Small and

contributes  sipnificantly 1o
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Medium Lnterprises. There is o need Il'or :ulcq.llnl and |'L'|i:||)IcIL‘|'L"¢|iI .m“,”..l;l‘““;-);l llIIL‘,CIII:IIII‘f»‘IIIl‘ sHel
an Micro, Small and Medium Enterprise L:I'L‘(lﬂ Imrc:n'l,‘llml serves the needs of woth the Mlum, g“m“
and Medium Enterprises” and the potential |L‘:l(|f.‘-l’h‘. Ir:'msp:u_runcy shall Tacilitate then in HM:IiIIi”l,
finances. getting favourable contracts and improving, ||ICII"|)llHIIIL'}»'H pmr;pcu:lr;, |

1 focus on the major problems, challenges, issuces !:u‘vtl by the Micro, Small and Mediy,,
Enterprises and, more specifically, by the Micro and Small sector:

Access to eredit: ,

One of the biggest problems facing the Micro, Small and Mediwm Enterprise sector is the Jae
of aceess 1o eredit. More than ninety per cent ol the units are seli=Tinanced; institutional finance |
only for a minority. There is also a signilicant difference in aceess lor registered and unrcpintere
units- more than ten per cent ol registered Micro, Small and Medium Enterprises have received
finance through institutional sourees, while less than five per cont ol unregistered Micro, Small ang
Medium Enterprises have had that advantage. Although the small-scale seetor, now designated
micro and small units. has been a part of priority sector lending for commercial banks. small it
continue to face significant eredit constraints. At the end of March 2016, the total outstanding credit
provided by all Scheduled Commercial Banks to the Micro, Small and Medium Enterprises scctor
stood at Rs. 8575 billion. Despite the increase in credit outstanding Lo the sctor, the Micro, Small and
Medium Enterprise borrowers feel that the lenders are not doing enough for the Micro. Small and
Medium Enterprise and are catering more to the needs of the large corporates. Though financing to
Micro. Small and Medium Enterprises is on high priority. it is also highly risky. Despite the efforts,
there continues to be a huge demand-supply mismatch in small enterprise financing. Systemic risks
are bevond the control of any enterprise. Such risks make up the environment in which a business
operates. Risks due to change in preference of customers, a catastrophic event. and changes n
economy are all examples of systemic risks.

First Time Entrepreneurs:

The Micro. Small and Medium Enterprises borrowers, especially new generation
entrepreneurs. do not have collaterals to offer to avail of bank finance.
Infrastructure:

The state of infrastructure including power, water, roads, etc. in such areas is inadequate and
unreliable. The industry continues to face deficit in manpower with the right skill-sets for specific
areas life, manufacwuring service marketing cte. the Human Recourse problem is further exacerbated
by the low retention rate.

Access to Alternate Sources of Capital:

At present, there is almost negligible flow of equity capital into this sector. Absence of equity
capital may pose a serious challenge to development of knowledge-based industries, particularly those
that are sought to be promoted by the first-generation entrepreneurs with the requisite expertise and
knowledge. There is a demand for a dedicated Exchange for Micro, Small and Medium Enterprises.
NSE and BSE have recently got a nod for starting small and Medium Enterprises exchange in India.
Delaved Realisation of Receivable:

Considerable delay in settlement of ducs/payment of bills by the large-scale buvers to the
Micro. Small and Medium Enterprises units adversely affected the recycling of funds and business
operation of Micro. Small and Medium Enterprise unit.

Sickness of Units:

The causes of sickness are both internal and external. The major causes are: Limiled financial
resources. Lack ol organizational, Financial and management skills and expertise. Non availability of
power supply. shortage ol raw materials, Marketing difficulties, Delayed and inadequate credit.
Obsolete technology and Inadequate infrastructure, ete.

Exit policy for Micro, Small and Medium Enterpriscs:

An exit route for non-viable units is necessary 1o manage sickness. The existing legislations
may have to be toned up so as to provide for efficient liguidation on non-viable businesses.

Foday India Government continues (o give Tull support to the Micro, Small and Medium
Enterprises and has identified three thrust areas: Technology up-gradation, Skill development an
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Financial support. In.mlxliliun specific tilor made DO
development ot socially d"-““d“’l“_'!“llt:tl groups like OBC. SC ST, Minoritics and Women. The
Government has sel.upl il‘(ll'k‘)t!ll Guarantee Fund Trost o Micro, Small and Medinm Bnferprises.
Under‘the SChC“\C-ElCd“ lilb‘lllllcsxcxlcqtlctl Lo micro and smafl enterprises are poaraniced up to 75 per
cent of the mnounl in the event ol a deflauly. The Government iy also taking considerable initiatives to
step up credit flow to Small and Medivnm Lnterprises, |

In.facl. \\’hf'll the small cntreprencurs need (o foeus oncare four typical mistakes entreprencnr,
make as rightly pointed 0{“ h_\: Peter F. Drucker in his book |||;|n:|p,i||.;n in the Next Socicly. Many
new busn_lesses start out with high promise bug suddenly ron into trouble after o year or two, [here are
typical mls!ﬂk_cs entreprencurs make and all are foreseeable and avoidable. A
Firstly, mfl_lm"l)’ of §“CCL‘35|U| new mventions or products do not succeed in the market Tor whiclh they
were originally dCS"‘a‘"Cd- So one has to keep options open and not he dogmatic about prshimg o
product in a market for which initially designed or targeted.
Secondly, entreprencurs believe that profif is w
secondary. It 1s the cash low that maters,
investments have to be made to just keep even.
Thirdly, when a business grows, it is necessary to create a management leam. Young enlreprencurs
often cannot afford to bring in an external management team. So, it is neeessary 1o iJcnlily the core
competencies of the people working with you. This planning should take place well in advance.

Lastly, when the business is a success the entrepreneur needs (o ask what the business needs at this
stage and whether he is concentrating on (he right things. As successtul entreprencurs. they have
gained experience and wisdom from their mistakes and going lorward. it is necessary o ensure that
the same mistakes are not repeated.

Conclusion:

The policies should be conductive to incubate and foster entrepreneurship and innovation and
cluster development should be integrated within a comprehensive regional planning exercisc. The
policy environment should be generate large-scale employment in the process. No doubt, some hand-
holding is required foe Micro. Small and Medium Enterprise unit. but this could be done through a
policy of promotion rather than protection. Besides, policy support by way of: Marketing and
technology assistance, easing of bottlenecks in land buying, Fast-track clearances in environment.
water supply. power, etc.. for startup units, and unshackling of inspector raj at the state level are
important. A special package may be devised for these Micro. Small and Medium Enterprises where
some tax holiday, say for five years, can be extended for incurring capital expenditure in R & D-
related activities. Further, various chambers of commerce may organize business fair at local as well
international level for the benefit of Micro. Small and Medium Enterprises, so that Micro. Small and
Medium Enterprises could acquire information about local, global market which would provide vital
mputs to them about demand for their products and would also help develop networks among
suppliers and clients. Micro, Small and Medium Enterprises may utilize the services of specialized
marketing agencies for promoting products, services through the online mode which will provide
wider coverage and faster reach at alTordable cost.

sare s being arpanized Tor the skill

Suceess may lie elsewhere.
hat matters most in o new enterprise. But profit 1,
A business that grows last devours cash. Constant

References:

“Poverty in India: An Update.” International Policy Rescarch Institute.
Economic Survey 2013-14 and earlier surveys.

CSR, Special [ssue, Indian Economy. 2014,

“India’s Medium-Term Growth Prospects,” Acharya, Shankar, 2002.
Business Weekly. 13 July 2002 Economic Times, 02 January 2003.
Economic Survey. 2002-03. New Delhi: Government of India.
Compiled from Economic Survey 2013-14. 7

Business Weekly. 13 July 2002 Economic Times. 02 Jal‘mmy 2003,
Economic Survey. 2002-03. New Delhi: Government of India.

e e e R S S

Innovative Trends in Commerce and Management 61

PRINCIPAL

Late Ramesh Warpudkar (ACS)
College, Sonpsth Dist. Parbhan



