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Abstract

Micro, Snawll and Medinm Emerprises (MSME) sector has emerped as o highly vily i secton of
the Indian economy over the lust five decwdes, MSMES not only play crucial role in ] iy e 1l
opporiunities at compuattively lower caplial cost than hege industries but also help 0 (ETHR ol rural
& bockwand mrens, thereby, reducing regional imbalinces, sssuring more equitable distribution ol nutional
income and wealth, MSMES are complementury W lirge indosivies as aneilliry units aond this sector contribules
enoiisly 1o the soclo-economic developinent of the country, Recognlzing the significant contribution of this
sectorin economic prowth and also in employment generation in our eountey, Government of India has tken
gernl nuinber of inithatives Lo develop the sector such s erstwhile definition of *Small Scale Industiies’ was
enlarged by incrensing invesiment ceiling in pluns & mochineries from Rupees One coore and wading setivities
hiuve taken in the ambit of MSMEs by ensctient of Micro, Small & Medium Enterprises Developitenl
IMSMED} Act Triin 2nd Oclober 2006, MSME sector is thesecond largest employime il provider in our country
wnel At is goodd vehicle w achieve inclusive nnddisteibuted growih,

Ministry of Micro, Small & Medium Enterprises (Mo MSME) envision o vibrant MSME secun Iy promoling
prowth ad developmenl of the MEME Sector, Tncluding Khodi, Villuge and Colr Industries, in cooperation with
concerned MinistriesDepartiments, Stte Governiments and other Stakelalders, torough providing suppor 1o
existing enterprises and encouraging crewtion ol new enterprises,

Startup India is o fagship initistive of the Governoeent of India, intended 1o build o strong eco- system for
nurtueing innevation and Startups in the countey thit will deive sustlnable econemic prowth and generae Large
scile emplovisent opptunities, The Government twough this initative oims 0 empower Starlups o grow
through innovation and design,

The Frime Minister of Indin, Shei Narendes Modi hud this vesr in his Independence Day speech announced the
UStrteup Indin” initiative, This fnitiative aims gt fosteving entreprencurship and  promoting innovation by
ereating wn ecosvstem that iy conducive Tor grosth of Stur-ups, The objective is Dt Tidis st eoome o ntion
of job creators instend of being a nation of job seekers. The Prime Minister of India will formally unch ihe
initintive on January L6, 2006 from VigyanBhawan, New Delhi, The event will be atlended by o vast number
of young Indinn entrepreneurs (over 20000 who have embarked on the journey of entrepreneurship (hrough
Sturt-ups, Clusters ave peographic concentrations of interconnected companies, specialized suppliers, serviee
providers, and sssocinted ingtitions in o particulur feld e aee present in o nution or region, Clusters wise
hecuuse they incrense the productivity with which companies can compete. The development and upgriding of
clusters 18 an bmportant agends Toe governments, companies, and other institutions, Cluster developisenl
initiatives ae an bmportant new direction in cconomle policy, building on earlier effors 1o maeroeconomic
stubilization, peivatization, kel opening, and reducing the costs of doing business,

Giovl, of India, Ministry of MSME has announced the scheime foe Micro and Simall enterprises forenhaneing thelr
prowluctivity and competitiveness ss well as capocity building, The name of scheme 8 Micro and Small
Enterprises- Cluster Developiment Progranume - MSE-CDP.

This study hus undertoken o ascertwin various issoes relating w SME Hnance Do banks toking the published

stintistios andd privey data inte secount, o examine the reasans why banks shy swvay from lending 1o the secim
il what ave possible enwedies 10 enhance sceessibility of SMESs o bank finance,
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L Introduction

According 1o the World Bank, Micre, Small and
Medium Enterprises (MSMEs) we defined as
follows = micto enterprises: =9 amplovees: siall:
1049 emplovess:  and  mediom:  50-249
emplovees. 3 However, the local definition of
MSMEs vary from country o country, and is hased
not only on number of emplovees, but also by
inclusion of other variables such as twrnaround and
assels,

MEMEs plav an important role in the wider eoo-
svstem of firms. Stut-ups and voung firms, which

MANUFACTURING SECTOR
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are penerilly small or micro firms, ave the primacy
source of net job creation in many counlries and are
the driving foree of nnovation and sustainability in
the private sector.

There are about 365-445 million MSMEs in
emearging markets: 25-30 million are formal SMEs,
55-70 million are formal micro, and 285-345
million are informal enterprises 4

The present ceilings on  investment  for
enterprises to be classified as micro, small and
medium enterprises are as follows:

Micro Enterprises

Does not exceed twenty five lnkh mupees

Sl Enterprises

More than twenty five lakh rupees bul does nol excesd fve croreérupess

Medivin Enterprises

More than five crove rupees but does not excesd ten crore rupees

SERVICE SECTOR

Micio Enietprises

Dwres nol exceed ten lakh rupees:

Small Enter prises

More than ten lakh rupees bul does not exceediwo crore rupees

Medinm Enterprises

More than two crore rupees but does notexeeed five core rupecs

Amnalyvsis - Role of MSMES in fulfilling the SDGs
End poverty in all ils forms evervwhers

The main focus of the goal & to eradicate and
réduce poverty based on national definitions.
Goal 1 has seven fargets, incloding ensuring
access o social profection, access to economic
resourees/assets, improving climate and disaster
resilience of the poor, mobilising resources and
strengthening national and international policies
io address poverty.

Eur. Chem. Bull. 2023, 12 {52}, 2788 - 2797

MEMEs create emploviment that lift people out of
poverty, The [atest plobal estimate suppesis that 11
percent of the world’s population. or 783 million
people, lived below the extreme poverty thieshold
i 2013.5 Most of the poor in developing countrias
are not emploved or do not exrn enough to Lifi
themselves oul of poverty. Job creation in the
private sector has proven to be o main driver in the
fight against poverty. Over the past 30 vears, the
private sector has contributed o a sharp decline in
the share of the population in the developing world
living below the poverty line from 52 percent to 22
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percent.6 MSMES contribute significantly o the
emploviment creation process of the private secior.
In emerging markets, 4 out of 5 new positions in
the forimal sector were created by MSMEs, which
is about 90 percent of total emplovisent.y Inforimal
enterprises  engape  poor and  marginalized
populations. In lower income economies, a large
share of MSMEs wre informal enterprises and serve
# o source of livelihood for the base of the
prramid population, consisting of 4 billion people
that earn less than US 530000 o vear.8 1 is estimated
that more than 70 percent of the workforce in
developing countries operates in the informal
econciny either through self-emploviment or from
work in enterprises that are not legally registered
businesses @ Given the flexibility of the informal
economy, it provides opportunities for the poor,
including women and veuth, to earn  money.
According to the International Labour Organization
(IO}, the majority of those emploved in the
inforimal economy lack social protection, nghts at
work and decent working conditions. 10 Informal
enterprises offer an avende for inlérventions 1o
formalize MSMES and to provide access 1o social
protection for those that they emplov. Given the
scale of informal emplovment, particularly  in
developing economies, suppoit in formalizing
MEMES would be a step o schieving

Small husinesses help alleviate poverty through
micro-franchising

Micro-franchising  uses elements of  (raditional
fanchising and tarpets small businesses. It is
broadly defined as small businesses that can easily
be replicated by following proven marketing and
operational  concepts.  The  study  “Poverty
Alleviation as 3 Busingss” documented  imicro-
franchising examples where profitable supply
chaing have been created through small businesses
delivering useful products or services that are
directly  alleviating poverty. Some  of  these
examples are:ld4  Village Farm and Forestry
programime. A female entreprenenr in Banpgludesh
runs a village Farm and foresiry programme o5 a
social insurance scheme. She runs one of the 2504
private nurseries that deliver alimost W) million
tree saplings every wvew. Trees have become o
profitable crop for 650000 families; thew serve as
an asset as they can be sold at any point. The tree
can be chopped in case of an emergency (2.2 a
child's sickness).  The wewmlle pump. Owver |
million  pumps have been sold w small and
margingl farmers. On half an acre, they can grow
more vepelables or other crops and moke an
average sdditional income of 5 DM per vew.
Arcund 10K micro-enterprises supply, sell and
install the pumps in Bangladesh, India and Nepal.
Micro—concrete  roofing  tiles.  Ower 200K
workshops operate in more than 35 countries; they
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produce 150,000 roofs per vear. The technology is
supported by an international network. The cost-
effective building materials can have a big scope
for small enterprises and contribute o closing the
housing gap.

* Creple programmes (eg., appreniice, career
education,  internships,  work-based  learning
progrimmes, etc) that give students ealier access
o the corporate environment. 37

* Provide emplovees with continuons  learning
opportunities o improve their skills for their
current and future emplovinent. 38

« Improve awareness of emplovess on  the
importance of ECE, support sccess of emplovees 1o
guality childeare, mental stimulation and learning
through plav. 39

MSMEs as complementay  formal  education
providers, In many developing countries, public
schools  alone are  insufficient 1o ensure the
inclusiveness of education services needed to reach
the targets included in SDG 4. In many countries,
MSMEs conducting business in the education
sector could provide complementay  education
services, expanding the access o educational
services o the general public.36 For example, in a
recent study conductad by the Center for Education
Innovations tracks, the prowth of low-cost privale
schoels had more than doubled in India since 1993,
while in Kenva, low cost private school enrolinent
has wipled since 1997, which has conlributed 1o
expanding access fo educational services, MSMEs
could contribute to schieving SDG 4 by expanding
inclusive access o education  services  and
improving skills of vouth and women for obtaining
decent jobs.  Individoal MSMEs have the polential
o sdopt actions in their business practice o
contribute to the goal.  Strengthen the means of
inplementation  amd  revilalize  the  global
partnership for sustainable development MSMEs
socount for o lwge shae of sdded value in
internaticnal trade when indivect linkages are taken
inte acoount. Owverall, MSMEs tend to be under-
represented i international tade, Across OECD
and non-0ECD Members, few MSMEs export
directly and for those that do, exports tvpicallv
represent 4 lower share of wade tumover (relative
o larger firms) 1BS However, when considering
MSMEs" indirect contribution o exports, as
suppliers to larger domestic firms o mullinaticnal
companies thal export, MAMES in OECD countries
cin represent more than half of total exports in
valne  added  terms 186 The quality  and
mesponsiveness of MSMES that supply poods and
services 1o multinational companies that expont
plav & key role in the competiliveness of entire
supply chains, at both local and global levels.
Harnessing this imterdependency betwesn MSMES
and larger businesses and coordination between the
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