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Introduction 

With the onset of the globalization process, the Indian Micro Small and Medium 
Enterprises (MSMEs) are lagging behind the rival firms. The rival firms originate 
from the neighboring countries in terms of export competitiveness. The main 
reason attributed behind this is lack of use of updated technology and other 
notable reasons. Hence, this calls for urgent action. 

Discussion and evaluation 

Absence of appropriate technology will reduce the potential of MSMEs, lower the 
demand for the product (lower sales), switching to superior quality (from rivals) 
and lower profit margin (sometimes loses). There should be a strong focus on 
implementing the new age technology, through better awareness, adopting of 
best practices, developing (indigenous technology) as well as technological 
collaboration with global partners. The Government of India has been launching 
several MSME schemes related to technology from time to time. However, more 
needs to be done. 

The Government of India (GOI) and other MSME leaders have recognized the 
problems associated with technology and other related challenges (lack of 
infrastructure, human resources and access to capital, etc.). These challenges 
need to be eliminated to sustain a healthy growth of Indian MSMEs and further 
enhance their contribution in the global market. With the GOI launching several 
MSME schemes, small enterprises in the rural areas are yet to take full advantage 
of the best practices available at the technological front. Technology as a game 
changer and better assistance in doing further business is yet to be realized. With 
the increase of technology related schemes, there has been a rise in technology 
adoption. 

More efforts in the form of higher investment in advanced technology and 
research and development, higher usage of digital and technology enabled 
platform, transfer of technology, more investment in human resources, improved  
access to finance, reduced infrastructural gaps, lesser stringent business 
regulations can help in improving the competitiveness of the MSMEs. 

The strategies taken to improve the manufacturing ability of the MSME sector is 
expected to improve the competitiveness of their products and enhance the 
exports. Measures such as higher value addition, cluster development, skill  



 

 

development and training, thrust on standardization and quality, access to 
affordable credit, impetus for innovation would be essential measures to promote 
the competitiveness of the Indian MSMEs. 

The Ministry of MSME has adopted the cluster development approach as a key 
strategy for enhancing the productivity and competitiveness as well as capacity 
building of MSMEs and their collectiveness in the country. Under the scheme of 
cluster development, the benefit of a whole variety of interventions, ranging from 
exposure to skill development, from credit and marketing, and from technological 
improvements to better designs and products is given to concentrations of 
enterprises in a contiguous belt. With the government funding and participation 
of cluster actors, developmental interventions are carried out for a period of 3–5 
years to enhance the competitiveness and collective efficiency of the clusters and 
to integrate them with the global economy and global supply chain. 

The objective is to access the latest tools, technology, design, and testing facilities 
for such enterprises, upgrade infrastructural facilities. The promotion of clusters 
has become a popular means of promoting competitiveness in MSMEs and this 
has been encouraged through existing or potential agglomerations by provision of 
suitable infrastructure, promotion of linkages among SMEs and with large firms, 
encouragement of local support institutions. 

Adopting Corporate Governance Practices 

Weak corporate governance of small firms, burdened further with poor 
availability of crucial inputs, has made these firms extremely vulnerable. Good 
governance practices in SMEs will help them grow or attract additional investors. 
Raising capital has, for a long time, been seen as the major challenge facing SMEs. 
The absence of good corporate governance practices makes it difficult for them to 
access finance from banks or investors. The lack of corporate governance is 
mainly due to lack of awareness about corporate governance practices and its 
impact on corporate performance. Thus, there is need to educate SMEs about the 
benefits of adopting sound corporate governance practices. There is also a need 
to implement SMEs corporate governance code. Adoption of corporate 
governance framework by SMEs in India is indispensable for taking this sector to a 
high growth trajectory. 

Access to Credit Guarantee Fund 

In terms of timely access to adequate credit has been accorded a high priority for 
the MSMEs. To address this problem, more coverage have been made under  



 

 

Credit Guarantee Fund Scheme. The units under the category of Micro and Small 
Enterprises can now avail collateral free loans up to Rs. 2.00 crore through select 
financial institutions. Numerous start-ups in the working capital space are also 
trying to make it convenient for SMEs to access credit without much difficulty. 
Recently, the introduction of MUDRA as a specialized window with the aim of 
targeting the micro enterprises is a major intervention made for broad basing 
finance. The MUDRA loans are considered as a significant broad bases financial 
structure. 

Development of Human and Natural Resources 

Human resource development issues are fundamental to improving SME 
competitiveness. Empirical studies show that human capital is a significant 
determinant of growth. The ability of SMEs to adjust to the competitive pressures 
that come with trade liberalization and globalization will depend on the level of 
skills available domestically. A major concern in the Indian context is the low 
productivity and managerial ability of SMEs and the lower skill levels of the SME 
workers. The human resource constraints have been affecting both the efficiency 
and productivity of Indian SME sector. 

Technological Development 

The Prime minister’s task force on MSMEs, set up under the chairmanship of the 
principal secretary T K A Nair has suggested measures which include the need to 
refine the current FDI policy to increase capacity, capability and technology 
development. The group also agreed that there is a need to develop a symbiotic 
relationship between the MSME clusters and technical institutions. Besides, to 
meet modern-day challenges and to undertake technology upgradation, 
acquisition, adaptation and innovation, a technology development fund of 
Rs.1000 crore, has also been suggested. The Ministry is also focusing on high end 
skilling and technological support through 18 Tool Rooms and Technology 
Development Centre across the country. The Ministry of MSMEs has allotted an 
amount of Rs. 2200 crore with the support of the World Bank. This will enable it 
to establish 15 New Technology Centers (TCs) under Technology Center Systems 
Project to improve the overall productivity of the MSMEs. Additionally, there is 
also a Credit Linked Capital Subsidy scheme. The scheme for functional 
upgradation of existing technology used by the MSME. The Scheme provides an 
up-front subsidy of 15% subject to a maximum of 15 lakh for modernization of 
plant and machinery used by the MSME. 

 



 

 

Government Schemes 

A host of other initiatives such as Make-In-India, Digital India, Start-Up India and 
Skill India for the holistic growth of the Indian MSME sector have been taken by 
the Government of India (GOI). The Make-In India was launched in September, 
2014 and is a wider set of nation building initiative. The main objective was to 
transform India into a global design and manufacturing hub. The Make in India is a 
different kind of campaign. It provides framework for a vast amount of technical 
information on 25 industry sectors and reach out to a vast local and global 
audience via social media and constantly keep them updated about opportunities, 
reforms etc. The Digital India revolution provides an ample opportunity for 
promotion of MSME and also greater participation of MSME in the Information, 
Communication and Telecommunication (ICT) sector. Digital enabled technologies 
can further allow SMEs to develop their own market intelligence, spread scale 
without mass and access global markets and knowledge networks at relatively 
low cost. The digital transition facilitates the emergence of “born global” small 
businesses and provide new opportunities for SMEs to augment their 
competitiveness in local and global markets, through either product or service 
innovation. The use of digital technologies can also ease SME’s access to skills and 
talent, through better job recruitment sites, outsourcing and online task hiring, as 
well as connection with knowledge partners. Skill India campaign was launched by 
Prime Minister on 15th July 2015 to train over 40 crore people in India in different 
skills by 2022. There are several initiatives under this campaign such as National 
Skill Development Mission, National Policy for Skill Development and 
Entrepreneurship, 2015, Pradhan Mantri Kaushal Vikas Yojana, Deen Dayal 
Upadhyaya Grameen Kaushalya Yojana (DDU-GKY), Skill Loan Scheme, and Rural 
India Skill.  

Umbrella Organization 

A centralized umbrella organization focused on the development of the Indian 
MSME sector, may seek more attention of the policy makers. The Ministry of 
MSME, Reserve Bank of India, and Small and Industrial Development Bank of India 
have always provided numerous initiatives in the advancement, financing and 
growth of Indian MSMEs. However, an umbrella organization is always welcome 
which will provide additional support including technological support, design 
output, facilitating raw material supplies, marketing support, etc. for the Indian 
MSMEs. 

 

 



 

Conclusion and Future Measures 

The aim of this study was to make an in-depth analysis of how Indian MSMEs can 
withstand itself in the global market despite the numerous challenges in the 
various forms. It was found that there are a number of challenges prevalent in the 
Indian Economy such as high cost of credit, difficulty of procurement of raw 
materials at a competitive price, inadequate infrastructural facilities, and lack of 
skilled manpower. To overcome such problems The GOI has taken several 
measures from time to time for technological development of the Indian MSMEs 
so that it can improve its competitiveness in the international market. To counter 
the other challenges too, new schemes and programs such as Make-In India, Skill 
India and Digital India have been launched over the years. 

The findings indicate that in spite of focusing in the development of technology 
based products the other important challenges also needs to be addressed 
simultaneously. Challenges such as access to credit, development of adequate 
infrastructure (power, electricity), supply of raw materials and training of laborers 
to be hired by the MSMEs also do exist. Hence, all these challenges are required 
to be addressed simultaneously for the overall success of Indian MSMEs in the 
export market. Lastly, the study will guide the MSMEs who are yet to enter the 
global market as to what are the tentative challenges, how they can be overcome 
and how can the GOI assist them in entering the global market in the long run. To 
remain competitive and increase the share in the globalized world, the Indian 
MSMEs need to consistently upgrade their technology in the ever-changing 
globalized world. 

Therefore, it is expected that through diversified use of technology apart from 
using the other important factors of production, the MSMEs can enhance their 
productivity, reduce their costs, expand their scale of production, resort to new 
product development, increase their product sales and market share and most 
important penetrate into the global or international market. Lastly, if the Indian 
Economy is to sustain a growth rate of 8 to 10% in the coming decade, a strong 
and vibrant MSME sector is vehemently required. Indian MSMEs have the 
potential to become global enterprises. Constant efforts in various forms and 
active GOI support/schemes should definitely boost the Indian MSMEs to become 
international players in the coming decade. 

Lastly, the Government of India is fully aware of the challenges of globalization 
and has taken appropriate measures for preparing the MSME to meet the 
challenges of liberalization and globalization. All these combined future measures 
will help the Indian MSMEs get improved access in the global markets. 

Prof. (Dr.) Soumya Ranjan Mohapatra 
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