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ABSTRACT

MSMEs in India are a significamtonor to the Indial
country and are drivers of progress. By its lese®
oriented and high labour absorption character, M¢
sector has made significanassistance to tF
developed production, services formation, r
industrialization and export of the country. It
predictable that in terms of value, the sector ants
for about 45 per cent of the manufactur
manufacture and 40 per cent of the 1 export of the
country. Over 6000 products ranging from traditic
to hightech items are manufactured by MSMEs
India. The sector creates largest services oppibyt
next only to agriculture. The present paper is thaste
secondary data which covers SMIEs, their role
digitalization in MSMEs, their benefits €

INTRODUCTION

MSMEs in India MSME Sector plays a major role

India's there export performance. According to

Ministry of MSME (2011b), just about -50 per cent
of the Indian export is have a say by this seclbis

takes place through merchant exporters, tra
houses and expobhouses. They may also be in -
form of export instructions from big units or t
manufacture of part use in over exportable goac
would shock lot of to know that ndraditional crog
account for more than 95 per cent of the MS
export. In the lastlecade, the export arrangement

been additional fuelled by the progress of clot
leather and gems & jewellennits of this sector. Th
product groups where the sector dominates in ex
are sports education items, readyatear garments
woollen garments &woollens plastic products
processed food and leather products. Accordinge:
fourth survey of MSME, 67 per cent of the entergs
in the register MSMEs sector were occupied

developed, whereas 17 per cent of the enterprise
engaged in the servicbghaviou. The residual 16 per
cent of the enterprise were busy in repairing
conservation. About 90 per cent of the firms w
proprietary owned firms. The manufacturing sr is
an significant segment and considered to be a
development driver of the Indian country like
several developing countriesBy NMCC and
NASSCOM (2010), the Indian manufacturi
separation has over 53 lakh manufacturing unitf
99 per cent oftte units employ less than 10 worke
Food & beverages, textiles, r-metallic mineral
products, chemical products and machinery &ute
are the top 5 verticals in terms of number of uaitd
they account for nearly 75 per cent of the totahbar
of unts in the manufacturing secttMSMEs in India
Small 'scale sector is the spine of Ind
manufacturing sector with 90 per cent of the t
industrial units. However, according to the staten
by NMCC and NASSCOM (2010), the contribution
Indian manufaturing to the national GDP h
stagnated over the last few years by about 15 qa&h
in spite of the progress in the b-up sector. The
donation level is found to be much lower wi
benchmarked with comparable economies suc
China (39.3 per cent), hhiland (35.2 per cent
Malaysia (31.1 per cent), Indonesia (24.7 per ¢
and Vietnam (20.8 per cent) (NMCC & NASSCO
2010). The small sale sector ia significant
component of the foundation layer of manufactu
sector and entrepreneurial action: India. As the
productivity and performance of large manufactui
firms would be influenced by the competitivenes:
their suppliers, i.e., mainly MSMEs, it is signdiat to
improve productivity levels of MSME to improve t
manufacturing sector as antiee.
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Challenges faced by MSME sector inndia:

Despite the huge potential, the small scale sdatm
several confront and there have been the inadec
in capital, technology and marketing. While SI
sector in India did well in conditions of the alute
information, its relative performance was on thege«
of stagnation. Still the servicésvel remain stagnant
on a per unit basis, but has improved consideritb
relation to the organized sector services. The raun
of unregistered units is muchghier than the numb:
of registered units. founthat cost, excellence ai
release time are the major pressures on the
industries. According to the study, SSIs speaktloait
the major constraints are lack of progress conat
environs, inadequate administrati::support and
incentive and poor infrastructure for training. §
have highest competitiveness at local level andceki
competitiveness at worldwiddlSMEs in India level.

Use of information to optimize decisions, to del
quality standards, ral optimization of working
surroundings are the chief areas of compet
expansion (Singh et al., 2010). According to

fourth all India census 2008307, conducted b
Ministry of Micro, Small andniddle enterpris, Govt.
of India, it was uncovered thabout 29.40 per cent

the total units were suffering from illness and it
3.73 per cent of enterprises undergo from incig
sickness. Food products and beverages (17.7:
cent), apparel (10.23 per cent), textiles (9.11gaeet)
were the top threandustries that suffered fro
sickness. Percentage share of stopped up enterpt
nationwide level was about 22 per cent of the 1
registered enterprises. Accordingonfederation o
Indian manufacturing (Cll), Indian MSMEs fa
several challenges for progress. Some of the aw
high cost of credit, incomplete access to eq

capital, problems in supply to governm
departments and agency, procurement of
reources at a competitive cost, inadeqt

infrastructure facilities such as power, road, Ikl
levels and lack of access to modern technologk
of accomplished manpower, evils of storage sg
designing, packaging and manufactured gc
display, alsence of suitable device to revive/close :
enterprises rapidly and lack of resources for biran
and marketing, lack of right to use to global mésl
(Cll, 2010). Infusing competitiveness, infrastruet
development and bringing vast population of VEs
in the unregistered sector to the usual is the |
confront previous to the GOI at there.

Digitalization of Industries:

Manufacturing Industry in India has its history
going through various phases of development owe
period of time. It showthe dream of becoming one
high growth sectors in the coming years. Scien
and Technological developments have changec
scenario. Process industries and machine buildet
Manufacturers are adopting with Innovative solusi
in the fields of stiware and automation. It is prov:
that SMEs are the backbone of Indian Indus
development. SSIs have performed remarkably ir
industrial development of the country. SSiIs hasat
share in industrial production, in export and
generating employent opportunities. Even havit
occupying majority share of the industry, they

suffering from various issues which are becom
hindrances in their growth. The major issue of SI
is quality improvement. As there is extensive méi
intervention in manfacturing processes and lack
skilled labor, they cantompete with big industries

As we are well acquainted that customer demand
dynamic and ever changing in nature, the pressiu
competition is also increasing, SMEs have to -
these major problemdigitalization ir SMEs will
definitely enhance efficiency. Digitalizatiorwill
reducecost of production and it may minimize t
manufacturing defects. Digitalization will help
meet the international quality standards and it
help them to strengthen their position in the glc
market.

Digitalization for increasing Revenue:

The growth of SMEs can be driven b- commerce.
Fast growing Ecommerce business will help
enhance the revenue. Reduction in cost
operational efficiency will help to reduce the castd
in turn it will increase the revenues to MSM

Digitalization for acquiring larger customer base
Ecommerce in large cities has flourished. As
number of internet users is increasing, SMEs
develop their customer base in wide rar
Digitalization will definitely help SMEs to enhan
their customer base.

Digitalization for increasing operational efficiengy:
Digitalization will reduce the cost of operatic
Ecommerce will reduce the marketing cost sucl
outsourcing to call centre, advertisement etc.
Through the digitalization. SMEs can reduce all
operational expenditures.
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Digitalization and Information:

SMEs lack in information regarding ne
developments and new technolo. Due to
digitalization, SMEs can access all type

information on different Medias. Due to digitalizat,
SMEs will get allthe benefits offered by technolo

Governance and Institutional support for MSMEs
The Ministry of Micro, Small and Mediul
Enterprises is the directorial Ministry in t
administration of India for all matter relating
Micro, Small and Medium Enterprises. It designs
equipment policies and agenda fraide to side it
field organizéions and attached offices for promoti
and progress of MSME sector. The office of
growth representativds an emotionally involve
office of the Ministry of MSME, and is the apex lyc
to advise, coordinate and formulate policies
program for the gwth and endorsement of t
MSME sector. The office also maintains liaison v

Central Ministries and  other  Central/St
Government agencies/ organizations/  finan
institution.

Ministry of MSME and its complex of

organizations

The Development commissioner office of MSh
have a network of Development institute, Tes
Centres, autonomous bodies which comprise
Rooms and Tool Design Institutes, Technol
Development Centresand preparation Institute
Other connected agemesi of this workplace ai
NationalMSMEs in India Small industry Corporatio
(NSIC), Small Industries Development Bank of In
(SIDBI) and Khadi & Village Industries expens
(KVIC).

National Small Industries Corporation (NSIC) Ltd.
was recognized in 195by the Gol with a view t
promote, aid and forward the progress of si
industries in the country. NSIC continues to remnsi
the vanguard of industrial development throughbe
country with its various programmes and projec
help the MSME in theountry. The mairfunctions of
the company are to promotaid and foster th
progress of micro and small enterprise in the agu
generally on a profitable basis. It provides aeftgrof
support armed forces to micro and little enterprisg
catering 0 their supplies in the areas of raw mate
procurement, manufactured goods marketing, ¢
rating, acquisition of technology, and adoption
modern management practices. The NSIC is dir

operating different programmes by a dedicated
of professional at all levels and operate through
offices located all over India and one office l@zhat
Johannesburg, South Africe

Small
(SIDBI)
is an top bank set up to provide direct/indit
financial assistance under different scheme to |
credit needs of the sm-scale sector and to
coordinate the purpose of other institutions iniksin
activities. Their major operations ¢ in the areas of
refinance assistance, direct lending, and grow
support services.

Industries Development Bank of Indie

Khadi & Village Industries Commission (KVIC),

established under the Khadi and Village Indust
Commission Act, 1956, is a statutory friends
engaged in promoting and developing di and
Village Industries for provided tr services
opportunity in rural areas, thereby intensificatitbie
rural country. The KVIC has been identified as oh
the major organizations in the decentralized sefciic
generating  sustainable rural nonfarnservices
opportunity.

Divisions of Ministry of MSME

The Ministry of MSME has two Divisions calle
Small & Medium Enterprises (SME) Division a
Agro & Rural Industry (ARI) Division. The SM
divider is allocated the work of administratic
caution and aatinistrative supervision of the Natior
Small Industries Corporation (NSIC) Ltd. and

three independent national level entrepreneul
development/training organisations. The separat
also accountable for completion of the sche
connecting to rarketing and export promotion. T
ARI separation looks after the management of
statutory bodies viz. the Khadi & Village Induss
Commission (KVIC) and the Coir Board. It also loc
after a newly created organization called Mahga
Gandhi Institutefor Rural Industrialization (MGIRI)
It supervises the completion of the Prime Minist
Services formationProgram (PMEGP). The Cc
Board is a statutory body established under the
Industry Act, 1953 for promote overall developm
of the coir induy and civilizing the living situatiol
of the workers engaged in this conventional indu:
Coir manufacturing is one of the major agro basall
industries in the country. The activities of thealBi
for expansion of coir industries include enterp
scientific, technological and economic research
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development activities; developing new product:
designs; and marketing of coir and coir goods ahd!
and abroad. It also promotes -operative
organizations amonggtroducers of husks, coir fibr
coir yarn and manufacturer of coir products, ensu
remunerative returns to producers and manufactt
The Board has promoted two researinstitutes
namely; Central Coir Research Institute (CCI
Kalavoor, Alleppey and Central association of (
skill (CICT), Bangalorefor responsibility researc
actions on dissimilar aspeat coir manufacturing

State Government support for MSMEs

The primary responsibility of promotion and matyl
of MSMEs is of the state Governments. However,
Gol, supplements the efforts of the State Governg
through a variety of initiatives. The role of t
Ministry of MSME and its organizations is to ist
the states in their efforts to encour:
entrepreneurship, services and livelihood oppotyt
and perk up the competitiveness of MSMES in
changed economic situation. State Governr
executes similar promotional and developme
projects/schemesnd provide a number of behi
incentives for growth and promotion of MSME sec
in their own states. These are executed from i
side State Directorate of industry, who have Dg
Industries Centreg(DICs) under them to reali:
central/state leveschemes (www.dcmmsme.gov.i
Apart from profitable banks, at state height, S
Financial Corporation’s (SFC) and twin function t8
Industrial growth Corporations are the major sosi
of long air money to MSMEs.

Government policies and support meeures for
MSMEs

Since sovereignty, Gol has given importance to
MSME sector, as it creates services opportunitiek
facilitates mobilization of secretive sector res@s:
Gol has taken supportive measures such as con
of items for exclusive maracture by MSMESs, acce:
to credit through priority sector lending prograor
commercial banks, excise exemption, reserve
under Government acquire program and 15 per
price preferences in purchases, infrastruc
development and establishment nstitutes of
consumerist and skill development. MSI
Development Institutes, formerly recognized as $
industry Service organization (SISI), were set Ug
over India to train youths and tool accommoda
were set up with German and Danish assisgive
skill preparation and provide technical assistare

the state level, region Industrial Centres was s
throughout the state. Over a period of time, \
liberalization, government policy has moved fr
protective measures to infusing progress
competitiveness in the sector. Supportive ev
focused on infrastructure increase, technology
fineness.

Finance

The Government has initiated several measure
facilitate easy access of funds to MSME sector.
such initiative is priority secr lending. For public
and private sector banks, 40 per cent of the Nekl
Credit (NBC) is earmarked for the priority seci
Credit to MSMEs is from side to side the prioi
sector lending policy of the bank. For the fore
banks, 35 per cent is for imiconcern sector of whic
10 per cent is reserved for MSMEs. Any shortfal
lending by foreign banks has to be deposited inlS
Enterprise growth Fund (SEDF) setup by SIDBI. -
Government has also announce policy package
stepping up credit to srhaand medium enterprise
with the objective of repetition the credit stretorthe
sector in the next five years. In recent years séwor
has shown interest in alternative sources of fum
such as primary/secondary securities market, ve!
capital and private equity, outside commerc
borrowings, factoring services etc. Efforts arenige
put for Limited Liability Compan' Act to provide
thrust to MSMEs in their move towar
corporatization. The management has introduce
Credit Guarantee Scheme ich provides collateral
free credit ability by eligible lending organizatido
new and available MSMEs for loan upto 100 lakh
borrowing unit.

Technology

To facilitate skill up gradation and qualit
improvement, more than a few measures have
initiated by the Gol. The Government has set ug
state of the art Tool Rooms aipreparation enters.
These tool accommodations aMSMEs in India
proficient in mould and die creation technology
abreast with latest technology such as CAD/C;
CNC machning for tooling, void Heat Treatmer
Rapid Prototyping etc. Tool Rooms offer guida
programmes on technical skills required for
manufacturing sector. The direction has introdi8©
9000/14001 Certification Fee Reimbursement Sch
and reimburse 7Per cent of the certification fe
subject to maximum ofl] 75,000. To facilitate
replacement of old equipment with new or
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Government introduced Credit Linked Cap
Subsidy Scheme with state support of 15 per ce
the store credit required to money the new purct

Conclusion:

Everything has two sides digitalization will pro
very beneficial for MSMEs but there is dark sideoa
Actually many MSMEs are very far from the conc
of digitalization. MSMEs are still in its infancy tuse
cashless economy. Digital payments keep
footprints ie proof, so many MSMEs ar
underreportingo avoid the tax. Digitalization bring
transference in transactions but in reality thele
more credit from the informal/ unorganized sourak
loan. So it seems difficulty that MSMEs will optr{
cashless economy. Cyber crimes and financial fr
are the major threats for MSMHEs trust on digita
payment platform.
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