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Growth And Performance Of Micro Small
And Medium Enterprises ( MSMES ) In India

Abstract

This article deals with micro, small and medium enterprises and their role in economic growth and
employment generation in the Indian context. MSMEs have emerged as a vibrant and dynamic sector of
the Indian economy. MSME's contribution to national GDP is 8% and is projected to go up by a minimum
of 5% and reach 22% share of India's GDP by 2012. Around 95% of the MSEs are industrial units and its
present contribution to Industrial production is 39% and is expected to go up to 45%. MSMEs' share to
national exports currently is 33%, which will increase to over 40% in next five years. MSMEs providing
employment to 322.28 lakh persons in 2007-08 and is projected to provide employment to 391.73 lakh

personsin2011-12

Keywords :

Introduction

has emerged as a highly vibrant and dynamic sector

of the Indian economy over the last five decades.
MSMEs not only play crucial role in providing large
employment opportunities at comparatively lower capital cost
than large industries but also help in industrialization of rural
& backward areas, thereby, reducing regional imbalances,
assuring more equitable distribution of national income and
wealth. MSMEs are complementary to large industries as
ancillary units and this sector contributes enormously to the
socio-economic development of the country. The majority of
people living in rural areas are drawing their livelihood from
agriculture and allied sectors. However, the growth and
balanced development of other sectors such as industry and
services are also necessary to sustain the growth of Indian
economy in an inclusive manner. The Government of India is
striving to improve the economic and social conditions of rural
population and non-farm sector through a host of measures
including creation of productive employment opportunities
based on optimal use of local raw materials and skills as well
as undertaking interventions aimed at improving supply
chain, enhancing skills, upgrading technology, expanding
markets and capacity building of the entrepreneurs. On 9
May 2007, subsequent to an amendment of the Government
of India (Allocation of Business ) Rules, 1961, the Ministry of

Small Scale Industries and the Ministry of Agro and Rural
Industries were merged to form the Ministry of Micro, Small
and Medium Enterprises (MSMEs). This Ministry now
designs policies, programmes, projects and schemes and
monitors their implementation with view to assist MSMEs and
helps them scale up. Ministry of MSMEs has classified Micro,
Small and Medium units.

The primary responsibility of promotion and development of
MSMEs is of the state Government. However, the
Government of India, supplements the efforts of the state
Governments through different initiatives. The role of the
Ministry of Micro, Small and Medium Enterprises (M/O
MSME) and its organizations is to assist the states in their
efforts to encourage entrepreneurship, employment and
livelihood opportunities and enhance the competitiveness of
MSMEs in the changed economic scenario.

M icro, Small and Medium Enterprises (MSME) sector

TABLE - 1: Classification Of MSME
(Investmentin plantand machinery / equipments )
(Excluding land and building )

Enterprises Manufacturing Service
Enterprises Enterprises

Micro Up to Rs. 25 Up toRs. 10
lakh lakh

Small More than Rs. More than Rs.
25 lakh and up 10 lakh and up
to Rs. 5 crore. to Rs. 2 crore

Medium More than Rs. More than Rs.
5 crore and up 2 crore and up
to Rs. 10 crore. | to Rs. 5 crore.

The schemes and programmes undertaken by the Ministry and

its organizations seek to facilitate :

(A) adequate flow of credit from financial institutions/banks,

(B) supportfortechnology upgradation and modernization,

(C) integrated infrastructural facilities,

(D) modern testing facilities and qualitiy certification,

(E) entrepreneurship development and skill upgradation
through appropriate training facilities,

(F) support product development, design intervention and
packaging,

(G) welfare of artisans and workers,

(H) assistance foe better access to domestic and export
markets and

(I) cluster-wise measures to promote capacity-building and
empowerment of the units and their collectives.

Products Of MSMES

The micro, small and medium enterprises (MSME) sector
contributes significantly to the manufacturing output,
employment and exports of the country. It is estimated that in
terms of value, the sector accounts for about 45 percent of total
exports of the country. The sector is estimated to employ about
59 million persons in over 26 million units throughout the
country. The sector is estimated to employ about 59 million
persons in over 26 million units throughout the country. Further,
this sector has consistently registered a higher growth rate
than the rest of the industrial sector.
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There are over 8000 products ranging from traditional to high-
tech items, which are being manufactured by the MSMEs in
India. It is well known that the MSME sector provides the
maximum opportunities for both self-employment and jobs
after agriculture sector.

TABLE-2 : Products Distribution Of Msmes
Serial no. Products name Percentage
1 Food Products 22%
2 Chemical & Chemical Products 12%
3 Basic Metal Industry 10%
4 Metal Products 08%
5 Electrical & machinery Parts 06%
6 Rubber & Plastic Products 06%
7 Others 36%
Performance Of MSMEs

The Ministry of MSMEs provides estimates in respect of
various performance relating to the sector. The performance
of MSMEs is analyzed by means of the number of MSME
units, investments, value of output, employment generation
and exports of MSME products. Micro, Small and Medium
Enterprises are the driving force behind a large number of
innovations and contribute to the growth of national
economies through employment creation, investment and
exports. Their contribution to poverty reduction and a wider
distribution of wealth in developing economies cannot be
under-rated. It is estimated that there are around 15 Crores
MSME's in 130 Countries employing about 65% of the total
labour force. The time series data in respect of the sector on
various economic parameters is as noted in the below table.

TABLE - 3 : Performance Of MSME Sector
(Units, Investments, Production, Employment & Exports

Year | Total MSMEs Fixed Production |Employment| Exports
(lakh numbers) |Investments| (Rs. Crore) [(lakh person) |(Rs. Crore)
(Rs. Crore) |Current prices

2004-05 118.59 178699 429796 282.57 124417
2005-06 123.42 188113 497842 294.91 150242
2006-07 $261.01 500758 709398 594.61 182538
2007-08 272.79 558190 790759 626.34 202017
2008-09 285.16 621753 880805 659.35 NA
2009-10 298.08 693835 982919 695.38 NA

(Source : Annual Report of Ministry of MSME of the Year 2010-11)

(The data for the period upto 2005-06 is only for small scale
industries (SSI). Subsequent to 2005-06, data with reference
to MSMEs are being compiled.)

The table 3 shows that the exports from MSME has
increased from Rs. 124417 crore in 2004-05 to Rs. 202017
crore in 2007-08. However, export oriented MSMEs are likely
to be impacted from imminent global slowdown. Little
progress has been made to diversify our export basket. The
number of MSMEs has increased steadily in India from
118.59 lakh in 2004-05 to 298.808 lakh in 2009-10. This could
be possible due to the conductive policy environment during
the liberalization era after 1991. Similarly number of persons
employed in MSMEs has risen from 282.57 lakh in 2004-05 to
695.38 lakh in 2009-10.

Growth Rates Of MSME Sector

In the world, micro, small and medium enterprises (MSMEs)
have been accepted as the engine of economic growth and
for promoting equitable development. MSMEs constitute
over 90% of total enterprises in most of the economies and
are credited with generating the highest rates of employment

growth and account for a major share of industrial production
and exports. In India too, the MSMEs play a pivotal role in the
overall industrial economy of the country. MSMEs in India
account for more than 80% of the total number of industrial
enterprises and produce over 8000 value-added products. Itis
estimated that in terms of value, the sector accounts for 45% of
the manufacturing output and 40% of the total export of the
country and employs over 6 crore people. Further, in recent
years the MSME sector has consistently registered higher
growth rate compared to the overall industrial sector. The major
advantage of the sector is its employment potential at low
capital cost. As per available statistics, this sector employs an
estimated 6 crore persons spread over 2.6 crore enterprises
and the labour intensity in the MSME sector is estimated to be
almost 4 times higher than the large enterprises.

TABLE -4 : Growth Rates Of MSME Sector

Serial no.| Year [Growth rate of Index of| Overall Industrial

Industrial Production |Growth Rate of Sector
( base 2001-02) (%) (IPP) (%)

1 2004-05 10.88 08.40

2 2005-06 12.32 08.20

3 2006-07 12.60 11.60

4 2007-08 13.00 08.50

5 2008-09 NA 02.80

6 2009-10 NA 10.40

It can be witnessed from the above table 4 of growth rate of
MSME sector that the contribution of the MSME sector to
overall industrial production has increased from 10.88 percent
in 2004-05 to 13 percent in 2007-08. Table shows that the
MSME sector observed better growth rates the overall
industrial sectorin India.

TABLE - 5 : Contribution Of MSEs In GDP

(Contribution of MSEs (%) at 1999-2000 prices)

Year Total Industrial Production Gross Domestic Products
(GDP)
2004-2005 38.62 5.84
2005-2006 38.56 5.83
2006-2007 45.62 7.20
2007-2008 45.24 8.00
2008-2009 44.86 8.72

(The data for the period upto 2005-06 is only for small scale
industries (SSI). Subsequent to 2005-06, data with reference
to MSMEs are being compiled.)

Above table 5 shows that the contribution of the MSE sector to
the Gross Domestic Products (GDP) has increased from 5.84
in 2004-2005 to 8.72 in 2008-09 during the global recession.
This is the important matter of MSE sector to the Indian context.

Conclusion

Micro, Small and Medium Enterprises (MSME) Sector is the
pillar of broad-based economic growthinany country, and this
is particularly true of India. The potential of this sector to garner
revenue and create employment opportunities while playing a
key role in India's competitiveness in the global markets, is
considerable. The MSME sector has maintained a higher rate
of growth vis-a-vis the overall Industrial sector. It contributes
8% of India's Gross Domestic Product (GDP), besides
accounting for 45% of the country's manufacturing output and
40% of the total exports. It is also estimated to provide
employment to about 60 million people spread over 26 million
units across the country, which is second only to the
agricultural sector.
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