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MSMEs & SUSTAINABLE DEVELOPMENT GOALS -
PATH TO PROSPERITY

Dr. L. Meena

Assistant Professor, Department of Management Studies,
Fatima College (Autonomous), Maryland, Madurai - 625018
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Abstract

Micro, Small & Medium Enterprise (MSME) sector accounts for 50% of India’s exports and employs
more than 120 million people. This sector influences the country’s development and contributes to achieve the
Sustainable Development Goals (SDGs) in three-fold: eradicating poverty, providing goods and services, and
facilitating economic resilience. Such a huge sector with broader scope and potential is facing with serious
challenges. This paper attempts to explain the various challenges faced by MSME like finance, infrastructure,
and lack of formalisation. The paper also presents the recommendations to overcome the serious challenges
faced by MSME sector. The recommendations being improved access to credit and liquidity, encouraging
women entrepreneurs, and Fintech solution.
Keywords: MSME, SDG, Challenges, and Recommendations

Introduction

Micro, Small & Medium Enterprise (MSME) sector includes more than 63 million
enterprises in India, and contributes to close to 30% of the nation's GDP. The sector
accounts for 50% of India's exports, and employs more than 120 million people. With such
a broad scope and potential, the industry unquestionably has a huge impact on the social
fabric of the nation. Sustainable Development Goals (SDGs), or Global goals are the
collection of 17 objectives designed for improvement. MSMEs contribute to the attainment
of SDGs in three fold contexts, viz. eradicating poverty, providing goods and services, and
facilitating economic resilience. Over the past few decades, the social fabric of India has
undergone a series of transformations. In the 1990s, the Indian economy was liberalized,
and the market opened up, increasing employment opportunities and living standards. A
growing financial access led to an increase in social mobility. Certain sections of society,
however, have lagged behind for a variety of reasons, from social barriers to a lack of
education and funding. MSMEs make up one of these sections, which form the economy's
foundation.

Contribution of MSMES in Sustainable Development Goals
A unifying framework for peace and prosperity for people and the planet, both now
and in the future, is provided by the 2030 Agenda for Sustainable Development, which was
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accepted by all United Nations Member States in 2015. The 17 Sustainable Development
Goals (SDGs), which are an urgent call to action for all nations—developed and
developing—in a global partnership, are at the center of it. They understand that
combating poverty and other forms of deprivation requires policies that enhance health
and education, lessen inequality, and promote economic growth, combat climate change,
and fight to protect our oceans and forests.

MSMEs contribute to the attainment of SDGs in three fold contexts, viz. eradicating
poverty, providing goods and services, and facilitating economic resilience. Let us discuss
this briefly.

Eradicating poverty:

A sizable underprivileged population can benefit economically and socioeconomically
from MSMEs. In rural India, inclusive growth is important for reducing poverty and
promoting rural development. Economic growth that reduces poverty and opens up
employment opportunities is referred to as inclusive growth. MSME ranks second in India

behind agriculture as an employer.

Providing goods and services:

MSMEs are the main provider of products and services to villages, which make up a
bigger portion of society. The bigger unreached population of the community in rural,
which is not even covered by huge corporations, is connected through MSME. Thus, by
making goods and services available to the underprivileged group, inclusive growth is
ensured.

Facilitating economic resilience:

MSMEs stimulate economic growth and generate significant job possibilities in both
urban and rural areas. This supports socioeconomic empowerment and regional harmony.
MSMEs help India's economy remain resilient by spreading out risks and decreasing
reliance on a small number of major businesses or industries. Their existence across a range
of industries and regions contributes to stability, particularly in trying economic times.
MSMEs facilitate a more inclusive and sustainable economic growth model and contribute
to balanced regional development.

Challenges Faced by MSMEs

Despite being one of the foundations of the Indian economy, MSMEs are still
overwhelmingly found in the unorganized sector. Without formalization, it is not only
challenging to measure the employment and income metrics for these enterprises, but they
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also fail to qualify for government welfare programs and subsidies. Some of the serious
challenges faced by MSMEs are discussed here under:

Finance:

The Rs 20 lakh crores credit shortfall is the biggest problem facing MSMEs. In order to
meet their credit demands, many micro-entrepreneurs are consequently compelled to turn
to unofficial sources including family, friends, and local moneylenders, which results in
higher interest rates and increased responsibility. 27% of business owners said they had
trouble making loan payments on schedule. Enhancing MSMEs' access to funding is
essential to their continued viability and growth. The sector also faces a huge credit deficit,
which the World Bank estimates to be worth over $400 billion. Small firms are significantly
hindered by this gap, and having access to formal financing can greatly boost their capacity

to grow, provide more income and jobs, and support local economies.

Infrastructure:

Because of the lack of infrastructure, MSMEs have higher operating expenses and are
less competitive. Another issue mentioned by MSMEs is the lack of skilled labor and raw
resources. According to 57% of business owners polled by the Bhartiya Yuva Shakti Trust,
supply chain problems and rising raw material costs because of higher transportation

expenses caused business disruptions.

Lack of formalisation:

MSMEs are widely dispersed throughout India, but the market is still mostly
unorganized due to a lack of timely and affordable funding, a tiny talent pool, and weak
supplier/dealer negotiating leverage. According to a survey, the majority of MSMEs
operate in the unorganized sector and are not registered. The Udham portal for MSME
registration only lists 79,84,801 enterprises (or roughly 12.4% of all businesses), despite the
Ministry of MSMEs' projection that there were 633.9 lakh MSMEs in India as of March 30,
2022. In fact, only 1.1 crore MSMEs in India are officially registered with the Goods and
Services Tax, and many of them lack the necessary financial and business documents. The
majority of these unorganized businesses are owner-managed, fall into the micro category,
and employ less than five people. For MSMEs, the lack of formalization causes obstacles to
technological advancement, economic growth, and the acquisition of labour and raw
supplies.

Recommendations to MSMEs
Initiatives should be triggered by the Government of India, to gear up the MSME

sector. The following steps need to be taken:
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Improved access to credit and liquidity:

Since MSMEs are the development engine for the Indian economy, the government
would need to relax capital requirements in order to boost business. It entails enhancing
liquidity, advancing financial inclusion, and providing accessible credit at reasonable rates
to encourage growth.

Women at the wheel:

Women MSME business owners play a significant role in fostering long-term
socioeconomic growth and raising the standard of life for families and communities.
Making a genuine change in the lives of millions of Indians depends on providing them
with access to formal capital and simplifying the process for them to receive it. Only 20.4%
of Indian MSMEs are owned by women. To support female entrepreneurs, it is essential to

extend the Sudra Scheme, Stand Up India, and other credit guarantee programs.

Fintech solution:

The'missing middle' issue in MSME finance can be mostly linked to two things: the risk
aversion of traditional lenders like banks, accessibility problems with regard to
documentation, linguistic barriers, and a lack of adequate support networks for last-mile
borrowers. NBFCs, especially those that have embraced the fintech paradigm, are the
modern answer to these problems.

They frequently specialize in serving certain customer groups that standard lenders
avoid. Many of them now evaluate the creditworthiness of MSME borrowers using a more
technologically advanced method, taking into account elements like company potential and
order pipeline.

The efforts of NBFCs to access underserved markets and provide sustainable effect for
MSMEs are also aided by the tech change that has been taking place across the country
over the past few years. Giving small company owners the tools they need to grow,
develop, and maintain their enterprises significantly impacts their and their families' social
mobility. Additionally, it causes improvements for the entire community. Giving small
company owners the tools they need to grow, develop, and maintain their enterprises
significantly impacts their and their families' social mobility. Additionally, it causes
improvements for the entire community.

Conclusion

Unlocking MSME growth is essential if India is to accomplish its goal of having a $5
trillion economy. It will need regulations and organizational frameworks that make doing
business easier. MSMEs are waiting for initiatives to be unveiled that would promote their
growth, therefore all eyes are on the Finance Minister and the Union Budget 2023.
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