Nat. Volatiles & Essent. Oils, 2021; 8(5): 8362 - 8366

NVEO

Natural Volatiles &
Essential Oils

A Study on India's Small, Micro, and Medium-Sized Enterprises

Dr. Kiran Kumar Thoti,

Associate Professor, KLH Business School,

Koneru Lakshmaiah Education Foundation Deemed to be University,
Off Campus, Aziz Nagar, Hyderabad

Email: kirankumar3561@gmail.com

Burra Lasya,

BBA Final Year, KLH Business School,

Koneru Lakshmaiah Education Foundation Deemed to be University,
Off Campus, Aziz Nagar, Hyderabad

Email: 190543059 @klh.edu.in

Kondapalli Navya,

BBA Final Year, KLH Business School,

Koneru Lakshmaiah Education Foundation Deemed to be University,
Off Campus, Aziz Nagar, Hyderabad

Email: kondapallinavya002 @gmail.com

Vakiti Achyuth Ram,

BBA Final Year, KLH Business School,

Koneru Lakshmaiah Education Foundation Deemed to be University,
Off Campus, Aziz Nagar, Hyderabad

Email: ramachyuthO@gmail.com

Abstract

Current study is aimed at understanding the different problems faced by micro small and medium-sized enterprises in India.
Small- and medium-sized enterprises must contend with a wide range of issues, including access to financing, capital,
infrastructure, government assistance, technology, and a shortage of skilled labor. For this aim, the researchers interviewed
different micro- and small- and medium-sized enterprises (MSMEs) to gain insight into the current conditions, as well as
compiled secondary data.
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Introduction:

It is widely accepted that micro, small and medium-sized enterprises (MSMEs) have the ability to help
countries and people improve their socioeconomic circumstances. To put it another way, when the
national sector is capable of removing sectoral imbalances that could undermine overall development
and prosperity, it is then more critical for the nation. At present, like other emerging nations, India is
putting forward initiatives to bring the manufacturing industry up to date in order to increase the
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country's future opportunities. To find out the constraints a sector is facing, you must first implement
the beneficial programmes of each sector. The focus since the beginning of the planning period has been
on knowledge-based economies, in which individuals are competent in specific fields. In order to
achieve a more significant outcome, bottlenecks must be eliminated. For this reason, it is critical to
identify the issues that the sector is facing and fix them to meet the sector's needs in order to
accomplish up-lift-ment for the industry as a whole.

These are the project's goals:

In order to understand the various issues that relate to the MSME sector, one must comprehend the
various government efforts that have been implemented.

Sources: This study used secondary source methodology. To better comprehend the ground-level
specifics, the researchers travelled to various micro-small and medium-sized enterprises (MSMEs) in
India.

It is undoubtedly important for the growth of any industry that there is a sufficient flow of credit for
small- and medium-sized enterprises (SMEs). In spite of these initiatives implemented by the
government to aid the sectors of micro- and small- and medium-sized enterprises (MSMEs), the reality is
that this is not occurring, and is therefore impeding growth. The primary factors related to the lack of
finance for MSMEs have to do with a lack of expertise from MSMEs when it comes to making use of
bank financing and marketing their products in a way that ensures a sufficient return. Other factors
include a lack of collateral, poor financial performance of micro and small-medium-sized enterprises
(MSMEs), an absence of visibility in a competitive market environment, and a small loan amount, which
frequently deters banks from financing micro and small-medium-sized enterprises (MSMEs). While it is
mandatory to offer credit, the flow is not observable. rather, it is observed that banks prefer to extend
credit to the existing micro-enterprises (small- and medium-sized enterprises, or MSMEs) as opposed to
accepting new customers to meet loan repayment requirements. Banking requirements are strict,
making it difficult for small and medium-sized enterprises (MSMEs) to comply with them in order to get
the credit they desire. This information has led to the discovery that 92% of microbusinesses do not
have financing, 5% receive loans from institutions, and 3% get credit from sources outside of
institutions.

Issues relating to equity capital: Equity capital is a major problem that regularly stunts the growth
prospects of micro and small- and medium-sized businesses (MSMEs). Concerns related to a lack of
funding from internal sources and MSME players' exposure to the stock market for business expansion
are among the most pressing matters facing the market today. One of the problems is that the current
strategy prevents their long-term growth. This approach is not only constraining their future
development, but it also prevents them from creating a knowledge-based company capable of
competing in the global market. With increasing competition in the market, consumers' preferences also
change. Therefore, the opportunities for small and medium-sized businesses are being hampered. It is
thus in the best interest of small- and medium-sized businesses (or MSMEs) to motivate private
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investors, particularly venture capitalists, to invest in the MSME sector so that adequate finance can be
obtained to stay competitive in the market.

Finally, due to problems with the infrastructure, the business environment is now at a greater
disadvantage than it was before. Most MSMEs are located in an industrial belt or in rural areas. Because
MSMEs are located in urban settings, location may not be an issue when it comes to infrastructure
requirements. While this is true in other areas, it might not be correct here. There was a lack of support
for MSME (small and medium-sized businesses) operators who operate informally. Most basic
infrastructure requirements can be mentioned, such as communication, roads, market linkage, and
export orientation. Given the nature of the industry, these facilities should be given top priority for the
industry's overall improvement. According to the above facts, the large industrial houses rely on small
and medium-sized businesses to be their suppliers, but due to geographical constraints, they eventually
withdraw from the market.

When you are in a disadvantaged financial, capital, and market position, it is important to get sufficient
government support. The kind of support that enables a business to focus on the market while
competing on an equal footing is more critical as the market becomes more global. It could help the
small businesses to exploit profitable untapped markets that the big corporations are unwilling to enter.
Additionally, government aid is required in the form of open market operations. As a result of
globalization, the global market is open to foreign businesses, with even small- and medium-sized
enterprises (MSMEs) out-performing Indian firms. This small-sector local-only niche market is inevitable
if the sector does not receive adequate support and exposure in terms of exporting home-made
products. Long-term viability in the marketplace is far from assured, as competition grows by the day.
Incorporating firms from multinational corporations and large Indian corporations are now attempting
to enter second and third-tier cities, as well as the rural market. Competition in the market is making the
business operations of micro- and small-medium enterprises more circumscribed. As a result, in order to
protect the interests of those producing in these sectors, policy development is required.

Purchasing Technology Concerns: The Indian small and medium-sized enterprises (MSMEs) face
technological bottlenecks, as a result of which they are losing ground. Sometimes one of the primary
reasons for MSME players to become sick units is that they try to increase their rank. It is essential for
today's consumers to have technologically advanced products because this is the preference of the
market. The way in which production activities are carried out must be altered to meet the demands of
the modern era. In the past, the Indian small and medium-sized enterprise (MSME) players have been
much more reliant on labor-intensive technologies, where manual workers are favored over machinery.
Even though this concept may appear contradictory, India has a large labor force that is able to be
absorbed due to the labor-intensive nature of the industry. On the other hand, the untapped regions
could end up as the emerging market, and existing MSME units might not be able to meet the demand.
As business activities expand, the demand for skilled labor will rise, and so will the demand for
sophisticated products. A global-scale export means that the use of technology is more critical. One of
the company's selling points could be the ability to supply high-end products at lower prices. Thus, in
order to transform the industry into a world-class business segment, policies should include modernizing
existing units so that the sector can better compete on both national and international markets. two,
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two and a half, skill gap issues A major hindrance to the sector's growth is the lack of skills. Human
resources are a company's greatest asset, provided they possess the necessary skills to carry out their
assignments. Previously, MSMEs (micro, small, and medium-sized enterprises) have been overlooked
and undervalued as a primary source of a country's economic well-being. In recent years, the
organization has no longer been focused on the production of traditional products and the provision of
service to mid- and large-sized businesses. As a result, the industry has changed to be driven by the
experiences of the people, rather than their expertise. India's story is distinct from other nations' MSME
sectors in both developed and developing countries. There is a vast number of workers that are needed,
but a large number of the time, they have the skills or techniques required to do their jobs. They do the
same things over and over, so no room for creativity. Many small and medium-sized enterprises
(MSMEs) aren't interested in devoting a significant amount of their profits to training and development.
This persistent problem had a significant impact on the sector because of that. Today, despite the
industry's capacity to accommodate more workers, the workforce is not ready to be employed. A second
issue is involved here. No shortage of manpower exists, but even if resources are allocated to education,
it is not adequate to remain competitive. The industry's future is at risk because of the industry's supply-
demand mismatch, and an effort has already been made to educate youth populations in their
respective localities to help them find employment. In addition, this will provide the much-needed help
for unemployed people. Reducing urbanization will also be a benefit.

Examples of government initiatives: Recognizing the MSME sector's capacity to create jobs and help the
country develop, the Indian government has turned its attention to the sector in order to open up the
country's growth. There are six major problem areas in the MSME sector, and so the Prime Minister has
established a task force focused on the sector, which is being called the "Prime Minister's MSME Task

Force." These assets include credit and finance, technology, infrastructure, and marketing and

procurement.
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A combination of finance and credit the area of finance and credit this is a major problem, as the
majority of micro, small and medium-sized enterprises (MSMEs) are adversely affected by it. There is a
need for ample and reliable capital in order to support the growth of the industry, and this is also true
for this sector. It is hard for the organized financial sector to provide adequate capital to the sector due
to its heterogeneous development and greater inclination toward the informal MSME sector. As a result
of these issues, the Indian government, in collaboration with the Reserve Bank of India, has instituted
measures to accommodate the development of the industry. However, when banks are trying to verify
the accounts of MSMEs, they frequently request a variety of documents, such as projected profit and
loss statements, fund flow and cash flow statements, balance sheets, and other such documents. To
ensure adequate availability of expert services, not only does this necessitate the use of experts in these

8365



Nat. Volatiles & Essent. Oils, 2021; 8(5): 8362 - 8366

fields, but it also makes it difficult for small-scale organizations to meet these requirements. Due to
these situations, the IBA has created a standardized circular for all micro-entrepreneurs, regardless of
the amount of loans they have obtained. Additional documentation may be requested when the loan
amount exceeds Rs 25 lakhs. Reducing the documentation process will lead to a higher level of
anticipation, and it will certainly help the industry as a whole. Simplified documentation process and
Credit Guarantee Fund Trust for Micro and Small Enterprises (CGTMSE) have been established to relieve
the banking industry of the burden of nonperforming assets (NPA). With the construction of the corpus,
it will be easier to ensure a steady flow of credit to the sector. In July 2013, the task force, called the
Task Force on MSME Sector, released a report in which the subgroup suggested increasing the corpus to
10,000 crore (Rs. 10,000 crore) by the end of the 12 Five Year Plan. Implementation of this suggestion
would create a new growth avenue for the MSME sector. However, other issues that the MSME sector
must contend with include the proper flow of credit. The credit gap is another industry concern that is
shared by all firms. Similarly, a lack of adequate credit flow can be referred to as a lack of creativity. To
close this gap, the Indian government and the Reserve Bank of India have partnered with SCBs and other
commercial banks to mandate state-owned commercial banks (SCBs) and other commercial banks to
comply with this target by the end of the 12th five-year plan. As of the start of the 12th Five-Year Plan,
the gap between demand and supply of micro small and medium-sized enterprises (MSME) credit was
63%, and the government has set a target of closing it to 32% by the end of the 12th Five-Year Plan.
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