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ABSTRACT  
The Micro Small and Medium Enterprises (MSMEs) sector plays a crucial role in economic 
development of the nation. Growth cannot be inclusive unless and until the fruits of the growth 
is percolated to the bottom of pyramid. Specifically in a developing nation like India where 
inequality in distribution of wealth and income is significantly high, sustained increase in per 
capita income cannot be translated automatically to sustained increase in standard of living. In 
order to alleviate the curse of poverty, inequity, unemployment and underemployment, adequate 
employment opportunities should be created for the poor mass which will facilitate them to 
meet their subsistence level of consumption demand. The MSMEs players can discharge the 
responsibility of adequate employment creation provided major impetus is provided by the 
Government to boost the sector through appropriate policy prescriptions. 
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CHALLENGES OF MSME 

I. MSME – An Introduction 

MSME stands for Micro, Small, and Medium Enterprises. In accordance with the Micro, 
Small, and Medium Enterprises Development (MSMED) Act in 2006, the enterprises are 
classified into two divisions. 

 
1. Manufacturing enterprises – engaged in the manufacturing or production of goods in 

any industry. 
2. Service enterprises – engaged in providing or rendering services. 
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Features of MSMEs  

Here are some of the essential features of MSMEs 

1. MSMEs are known to provide reasonable assistance for improved access to the domestic 
as well as export markets for businesses 

2. MSMEs support product development, design innovation, intervention, and packaging 
elements of a business 

3. MSMEs support the upgrading of technology, infrastructure, and the modernization of 
this sector as a whole 

4. MSMEs provide employment opportunities and loans  
5. MSMEs provide credit limits or funding support to various banks in the country 

Role of MSMEs in the Indian Economy 

The MSME sector has proven to be a highly dynamic factor in the forecasting of the 
Indian economy. Since MSMEs produce and manufacture a variety of products for both 
domestic as well as international markets, they have helped promote the growth and 
development of various product segments and industries. 

  
MSMEs have played an essential role in providing employment opportunities in 

underprivileged areas. They have helped in the industrialization of such areas with a low capital 
cost compared to the larger industries in cities. MSMEs have also contributed and played an 
essential role in the country’s development in different areas like the requirement of low 
investment, flexibility in operations, low rate of imports, and a high contribution to domestic 
production. 

UPDATE: New MSME definition based on investment and turnover (2020) 

On 1st June, Monday, the Union Cabinet headed by Prime Minister Narendra Modi 
officially revised the MSME definition. The recent changes in the definition of micro, small, and 
medium-sized enterprises made as a part of the Atmanirbhar Bharat Abhiyaan relief package 
were approved.  

The new MSME definition (2020) 

On 13th May, Wednesday, the center officially revised the MSME definition. 

 In October 2019, Union Minister Nitin Gadkari had said that the revised definition of 
micro, small, and medium enterprises may grant a unified description for all things related to 
taxation, investment, and more. 

 The changed definition was to be implemented via an amendment that would further 
refine the business scenario for Indian enterprises. The Union Cabinet had approved the 
amendment to change the criteria to classify MSMEs from “investment in plant and 
machinery” to “annual turnover.” 
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On 13th May 2020, Finance Minister Nirmala Sitharaman added the additional principle of 
turnover along with the investment. 

Revised MSME Classification 

Composite criteria: Investment and annual turnover 

Classification Micro Small Medium 

Manufacturing 
& services 

Investment < Rs 
1 crore and 
turnover < Rs 5 
crore 

Investment < Rs 
10 crore and 
turnover < Rs 50 
crore 

Investment < Rs 
20 crore and 
turnover < Rs 
100 crore 

  

Global Initiative towards post-Covid-19 MSME sector: 

MSME SURGE project Coordinated by UNCTAD, this US$ 1.3 million project funded 
by the UN Development Account, brings together various UN agencies in addressing COVID-
19 impact on entrepreneurship and MSMEs. Those partaking include, UN DESA and the UN 
regional commissions for Africa (ECA), Europe (ECE), Latin America and the Caribbean 
(ECLAC), Asia and the Pacific (ESCAP), and the Arab region (ESCWA), thus ensuring both 
global reach and regional presence, international cooperation, and exchange of knowledge and 
good practices from all over the world. The project was launched in July 2020 and is expected to 
run up until the end of 2021.  

The objective of the project is to develop and implement capacity-building tools for 
governments and MSMEs to facilitate resurgence and strengthen the resilience of micro, small- 
and medium-size enterprises (MSMEs) in developing countries and economies in transition, to 
mitigate the economic and social impact of the global Covid-19 crisis and to facilitate the 
MSMEs contribution to the SDGs implementation. The project proposes a coherent approach 
towards MSME resurgence reflecting a holistic and comprehensive nature of efforts needed to 
ensure and facilitate the MSMEs’ green, resilient and inclusive post COVID-19 resurgence. 
Activities will be delivered through a coordinated approach and complimentary efforts of 
participating agencies covering key interrelated components of an enabling entrepreneurship 
ecosystem, such as mobilizing entrepreneurship potential, enhancing MSMEs access to 
innovation and technology, finance and markets, including at a policy level and at MSMEs level, 
and reaching out to most affected target groups, such as women and informal workers. The 
project also includes several activities to facilitate environmentally friendly and sustainable 
recovery of the MSMEs.  

The role of Entrepreneurship in post-COVID 19 resurgence  

 Urgent priorities for start-ups and MSMEs’ recovery In response to the ongoing 
COVID-19 pandemic, and as part of the MSME surge project, UNCTAD and the United 
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Nations Institute for Training and Research (UNITAR), have joined efforts to host a series of 
Virtual Roundtables on the impact of Covid-19 on entrepreneurship and MSMEs. The 
workshops will examine what government policies and MSMEs initiatives could lead to resilient, 
green, and inclusive recovery, as well as share good practices. This joint initiative aims to 
provide insights to policy makers and MSMEs to better understand and navigate this 
unprecedented situation. The first Virtual Roundtable took place on 18 September 2020 and was 
attended by about 180 online participants.  

During the animated discussions, entrepreneurs, policy makers, academics and 
practitioners shared their views and experiences on the challenges and opportunities 
entrepreneurs face in the current global crisis. Participants stressed that the achievement of 
SDGs in developed and developing countries depends on a dynamic, innovative and resilient 
MSMEs sector. The International Chamber of Commerce (ICC) shared the results of their 
survey on MSMEs in Least-Developed Countries (LDCs). Their findings show that the most 
affected categories of entrepreneurs are women and nascent entrepreneurs, as well as those 
active in the informal economy. Layoffs were high overall, but were especially pronounced in 
the textile and craft, utilities and energy, and catering and tourism industries. To combat the 
negative effects of the Covid-19 crisis, the panelists highlighted the need to implement coherent 
entrepreneurship policies that can simplify regulation, ease access to finance and markets, 
encourage investment and promote innovation and entrepreneurship education. The event laid 
the ground for the next Virtual Roundtable which will focus on digital and innovative 

TOP CHALLENGES FACED BY THE MSMES 

 Freeze in external funding 

 Immense cash crunch 

 Offside of the government’s protectionist policies 

 Fall in creditworthiness and ratings 

 Lack of recapitalization 

 Fear of shutting down 

 Further delay in lockdown and the backlash 

 Catching up with the online and digital race 

 Balancing the work-life tug of war: 

 Severe mental health issues 
 

II. CONCLUSION 

 The genuine test lies in the progress of the job from being defensive to limited time 
through auxiliary tasks by calculating the utilisation request. An upgrade monetary reaction with 
non stop open and human capital ventures. Financial relief policies during this emergency must 
be followed with procedures to give monetary security to those working with the MEMSs 


