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India

s vital part of India’s industrial sector. It
duct and export carnings besides meeting
portunities to millions of people
dustries where small number of

Abstract; The small-scale industrial (SSI) scctor i
contributes significantly to India’s Gross Domestic Pro
the social objectives including that of providing employment op
across the country.Small-Scale and cottage industry is those in
people arc working within a small farm producing various products.In this case,investment
amount is also small because owners of thosc industrics do not have much capital in hand for
investing their business. Most of the cases, government gives subsidy loans for running those
industries.In industrial development sector especially in case of India which is labour intensive
country,Small-scale and cottage industry plays a vital role with large scale industry.But now-a
day, those industries arc facing a large number of problems which hampers industrial production.

Keywords: Small -Scale,cottage industry, entrepreneur, enterprises, sick mills, artisans, import,

export, technology etc.

Introduction: The small-scale industrial sector covers a wide spectrum of industries categorized

under i)small-scale industrial undertakings ii) ancillary industrial undertakings(ANC) iii)export-
oriented units(EOUs) iv)tiny enterprises (TINY) v)small-scale service enterprises (SSSEs) Vi)

small-scale service business enterprises vii)artisans,village and cottage industries vil)women
entrepreneurs’ enterprises ie. a small-scale unit where one of more women entrepreneurs have
e industries face a number of

51 percent or more of financial holding.The small-scale and cottag

problems. As a result, many small-scale units turn sick and a large number have to close
down.At the end of March 2016, as many as 4, 90,000 of small-scale and cottage units were sick
and an amount of Rs 34 core was blocked in them. This research paper tries to point out the

defeats prevalent in small-scale industries and tries to find out the ways for development of these

industries.

Obiectives of the study: The objects of the study are-

1)To study about the definition of small-scale & cottage industry and to know about the

problems that are confronted in these industrial system.
2)To know about its performance in Indian economy.

3)To analyze the nature of the problem and to give a picture of production process in small-scale

industrial system.

4)To suggest the measures for solving the problem.
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s)To put forward an ideal model for small-scale industrial system and compare it with the total
small-scale & cottage industry in India.

6)To put forward recommendations for developing small-scale &cottage industry in India.

Mt‘llmglp_lp_gy of the study: The data will be collected from primary and secondary source in
industrial scctor in India. The primarydata will be collected with the help of interview & survey
|Inclhml.Thc primary data will be collected from o sample survey among different small-scale
industry, the producer & owner of the small-scale & cotlage induslry.Inbourcr,rctailer,whole
seller,buyer and consumer in different industrial market etc.The information has been collected
through observation and the conclusion has been made on the basis of this information.For
evaluating the objectives of the study the secondary data will be collected from the various
sources such as books, rcports, wecbsites, university libraries, planning commission, govt.
publications(central and state), state & district wisc statistical office,small-scale industrial
produce market committees ctc.

Statement of the problem: In 1980,units having investment of less than Rs 12 lakh were defined

as small-scale industrial undertakings while for ancillary units, the invest limit was Rs 15 lakh
and for tiny enterprises the investment was less than Rs 1 lakh.In 2000,the investment limit for
small-scale sector was Rs 1 crore, for ancillary units Rs 1 crore and for tiny enterprise Rs 25
lakh. In 1991,the investment limit was for small-scale sector Rs 60 lakh, for ancillary units Rs 75
lakh and for tiny enterprises Rs 5 lakh.Micro,Small and Medium Enterprises: Development
Act,2006 has been effected from October 2,2006 including medium enterprises for the first
time.Further, separate investment limit have been prescribed for manufacturing and service
enterprises.

1)Manufacturing Enterprises: i)A micro enterprise where the investment in plant and machinery
does not exceed Rs 25 lakh.ii) A small enterprise where the investment in plant and machinery is

more than Rs 25 lakh but does not exceed Rs 5 crore and iii) A medium enterprise where the
investment in plant and machinery is more than Rs 5 crore but does not exceedRs 10 crore.

2)Service Enterprises: i)A micro enterprise where the investment in equipment does not exceed
Rs 10 lakh.ii) A small enterprise where the investment is more than Rs 10 lakh but does not
exceed Rs 2crore and iii)A medium enterprise where the investment is more than Rs 2 crore but
does not exceed Rs 5 crore.Registration in the SSI sector is voluntary.The registration is done
with the District Industries Centers(DICs) firstly on temporary basis and subsequently, on the
request of the concerned enterprises on permanent basis.Here their registration is mandatory
under section 2m(i) and 2m(ii) of the factories Act.Section 2m(i) refers to units engaging 10 or
more workers and using power whereas Section 2m(ii) refers to units engaging 20 or more
workers and not using power. Besides some state government notify certain industrial activities
for mandatory registration which are done under Sections 85(i) or 85(ii) respectively.Sections
85(i) refers to units engaging less than 10 workers and using power and Section 85(ii) refers to
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power.To obtain knowledge about the

inits engaging less than 20 workers and not using
sector, the Office of the

ctivities of the SSI sector and improve the information-base of this
Hevelopment C ommissioner(small-scale industries) of the government of India conducted the
irst Census in 1973-74 in respect of 2.58 lakh SSI units registered upto 1973.The second census
vas done during 1990-91. Morcover among total 105.21 lakh small-scale industry units
registered SSI unit are 13.75 lakh and unregistered SSI unit are 91.46 lakh.The latest Census
.onducted by the MSME Ministry is fourth All India Census in period 2006-07 and was
-ompleted during 2011-12 and covered medium enterprises also.Thus the definition of small-

cale industries has changed over the period of planning.

Scale Industries in IndianEconomy:

The Role and Performance of Cottage and Small-Scal

1) Expansion t»rﬁwmqwmr he total number of units in the
0.6 lakh in 2014-15.Output

SS] sector stood at 105.2 lakh in 2001-02 and this number rose to 5

of MSME sector in 2006-07 was Rs 11,98,818 crore and this rose to RS 18,09,976 crore in 2012-

13.MSME sector manufactures over 6000 products ranging from traditional to high-tech
nich 34% are engaged i

items.68.21%  enterprises are service providers among W )
manufacturing.In 2014-15 the MSME sector contributed 7% of GDP and 37% of manufacturmg

output.
loyed 249 lakh people in 2001-02 and this

2) Employment generation: The SSI sector emp

creased to 1,171.3 lakh in 2014-15.Within manufacturing employment in India.Creation of
employment opportunities  will depend on the development of small-scale and cotiage
industries. Labourintercity in the micro and small enterprises sector is almost 4 times higher than

the large enterprises.
on this issue was conducted m 1999

ustries:An important study
Development Bank of India) Team with National Council of
80-94.The small-scale industries contributed to nearly one fifth
of total employment in the industrial sector.Moreover
t a faster rate than large _scale sector.So they
mall-Scale Industry’s comparison, in
nt to one person

3)Efficiency of small-scale ind
by the SIDBI (Small Industries
Applied Economic Research in 19
of total industrial output and 35-40%
jabour and capital productivity in this sector grew a
are efficient more. According to All India Census of S
2001-02 an investment of Rs 5 lakh in large industry generate employme
whereas the SSI sector generate emp loyment to 7 persons with the same investment.

scale industry ensure a more equitable

4)Egquitable distribution of National income: Small-
mall-scale industries is wide spread

distribution of income and wealth because the ownership of s
and possess a much larger employment potential.

capital and entrepreneurial skill: A large number of entrepreneurs are spread

5)Mobilisation of
untry. The Small-scale industry can utilise them

over small towns and villages of the co
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cfTectivel Hize the «
y and mobilize the savings well A large number of country's resources can be used

eflectively by small-scale industries than the large scale industrics.

6)_Regional dispersal ofindustrics: With industrial licensing policy, disparitics in industrial
tlc\_-clopmcnl have increased. Generally, industrics have tended to get concentrated in a few large
cities like Mumbai,Kolkata, and Chennai. Pcople migrate in large numbers from villages to these
industrial development centres. This swells the population of slums and creates various social
and personal problems which pollute the whole urban cnvironment.The small-scale industries
satisfy local demand and they can be dispersed over all the states very casily. Thus they can effect
a qualitative change in the economy of the country.This is scen in state of Punjab.

.scale sector in export earnings has
I-scale industries like readymade

garments.knitwear,processcd
ME sector contributes about

7)_Contribution to_exports: The contribution of the small
increased by leaps and bounds.Most of exports of the sma
garments, sports-goods, finished leather, leather product,woolcn
foods,chemicals and allied products,engineering goods.Thus MS
40% of export earnings presently.

Problems of Small-scale and Cottage Industries: 1)_Finance and Credit: The scarcity of finance
The position of cottage

and credit is the main obstacle in the development of small- scale units.
he capital base of the small industrial units 18

and village industries in this regard is even worse.T
very weak since they have partnership.In many cases owner of these industries take credit from
hus exploitative in character.For lack of

Mahajans or the traders at high rate of interest and is t

finance and investment small-scale industries does not develop smoothly.Due to shortage of
fund,most of these industries have been closed down.Z)MﬂMHﬂm—szMany of 716
firms faced significant infrastructural problems.Many productive activities are being constrained
by inadequate physical infrastructure. These industries have to depend on small electricity boards
for meeting their requirement which do not supply regular and adequate power.Moreover
because of rampant corruption,many small-scale industries are forced to make private deals with
the electricity officials to save from danger of tampering Wwith their meters by the

electricians. Transportation and communication infrastructures are also constraints.

Many of these industries use imported

ds.Despite import liberalization in the economic reform period
,plastics,chemicals,paper,non—ferrous metals remain high

in comparison to tariffs on manufactured goods. This has created the problem of a significant

“inversion’ in tariff structure which hurts small firms as they are more labour using and have

material-to-output ratios.Local raw material used industries also face a number of problems.

4)Machines and other equipment: Machinery and

grown obsolete.So their costs of production are high and its goo
compared to the large-scale units.So,modernization and rationalization

small-scale industries.

3)_Inverted tariff structure and raw material availability:

raw material and intermediate goo
the tariffs on materials like steel,copper

other equipment in many small industries have
d’s quality is inferior as
are urgently required in

page |180 Copyright ® 2020Author



4

a5~ 9971-2147
Pumk\df@ Vol 31 fseme12-May-2029
(UGC Care Journal)
5) Problems of marketing: The small-scale industries often do not posses any marketing

organization and consequently their products compare unfavorably with the quality of the
products  of the large-scale industries. Therefore,they ~ suffer  from 2 competitive
disadvantage. Because of the shortage of capital and financial resources ,these units do not have
adequate'saving capacity' and are forced to sell their products at un-remunerative prices.

hrough on account of delayed paymc@s by
have very little bargaining power 0 the
nts in small lot.But they have o
firms sell to whole

ds due to complex

6)Delayed payment: The small-scale industry goes t
large firms and government departments.The small firms
markets they operate as they buy raw materials and compone
make advance payment to have on assurance of supply.When these small
sellers and others firms are often forced to offer extended credit perio

procedure and rampant corruption in these departments.
and unfriendly business ecosystem pushes small
d segment which is growing faster than the

nts for 95% of all MSMEs.

7)Problem of sickness: A complex
entreprencurs towards the informal and unregistere
organized segment by more than five times and accou

e database for the small-scale
le sector,ViZ. Small Industries
mplete information is not
em for collection of data

8)Poor database: Another weakness of this sector is the inadequat
sector.There are two major sources of information on the small-sca
Development Organization and Central SlatisticalOrganization.Co
available from these sources.There is an urgent need for a regular syst

on the SSI sector.

management,unchanging

roblems like inefficient
ition from large-scale

9)other problems:They face a number of other p
and unresponsive production pattern,burden of local taxes,compet
industries etc.Technological obsolescence,inadequate and irregular supply of raw materials,lack
of organized markets channels,imperfect knowledge of market,unorganized nature of
operation,lack of credit,constraint of infrastructure facilities including power,deficient

managerial and technical skills are the other major problems of those industries.
- The decade of 1990s was marked by

10)Adverse effects ofeconomic reforms and globalization:
gh delicensing and dereservations, opening

considerable deregulation of industrial economy throu
up the industrial sector to both internal & external competition,lowering of tariffs,removal of
quality imported goods are posing a serious threat

quantitative restrictions etc.Cheaper and better
o small-scale units operating.

mmendations and government undertaken policy for solving theproblems:

Reco

Recommendations:

1)To remove the problem Finance & credit facility should be improved and infrastructural

jevelopment should made.
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'yThe government should reduce the tariff on these industries & ensure the availabilty

naterials.

1) New& modern machinery and technology should apply.

F
remove the problem 7

)The government should adopt various  policies 0

narketing,sickness,delayed payment.
ange the sye™ of

new youth and the

5)A regular data collection system for SSI unit should introduce &should art
govemmcf-! and to

verfect knowledge of market condition & regular power supply. T_O @COUY‘:‘::
ywner of those industries should also give special job oriented training by

sive loan facility at subsidized ratc.
¢ industries board was 5

rds-i) All India handloom,AllIlrad:a

Board.There were also :
pcriod.ii)National Small Industrics

MMMOL{Q.D%.DQ@M&QQ@I_S_lrucLurc;A cottag
ap in 1947 itself which was split into three boa

handicrafts, Al India khadi & village industries

industries,coir and Central silk Board under the plan o Four 1€ . 1 small
Corporation Ltd was set up in 1955 to provide machinery and t(_) assist l- ; i Smalgl . es
industries service institute were set up to provlde technical assis - industs

jevelopment organization was set up in h was renamed as Mlaojmll a::—t nﬁ';dnﬂ;:
snterprises development organization to formulate policies & to coor mtevid i
activity. The programme of industrial estates Wwas initiated in 1.955‘ to pfo e wa,s
.ccommodation like power,water supply etc.The programme of DlStl'.lCl industries centers

- troduced in May 1979 for assistant of credit guidancc,training,marketmg etc.

ture on small-scale and cottage industries has increased

plan.

1954 whic

)) Plan_Expenditure:Expendi
.onsiderably over the plans.It was Rs 8,384 in Ninth
protect them from competition the government has reserved the

3)_Reservation for SSIs: To y
which stood at 500 in 1977 and at 836 In

sroduction of a large sumber of items for SST units
1989.

1) Financial assistance for SSIs:Several schemes were introduced to provide financial assistance
vhich include Small industries development Fund in 1986, National Equity Fund in 1987, Single
vindow scheme in 1988, etc.

eting demand of long term loan facility for small-scale industries

)_Setting up of SIDBI:For me
ank of India was established in 1989 which gives financial

he Small Industries Development B
issistant.

) Other measures:A Council for Advancement of Rural Technology was set up in October 1982

o provide technical inputs.Price and purchase preference was granted to products manufactured
1 this sector.Excise concessions were granted to registered & unregistered units up to Rs 300
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lakh. I i

3 ull exemption was grang

duty was levied for a 1y, Ay
mvestment limig for tin,
restrictions were done

limit & located i bigg,

turnover

"“"Vftf Cxceeding Rg 30 lnkhop: R 30 lakha concessional rate of eycige
Y units wog raised from Rs 2 l"“’ Small Enterprise Policy, 1991 i) rh'
AWAY With which o akh to Rg § lakh.Moreover, the locational

pened u ; :
er towns, P the way for tiny unitg within new investment

ii) The 1991 poji
policy proposed
slomor ‘ a separate packa
¢ preference i land allocation p()wclér"c:::fct?m
ii))The 1991 polic o
units not exceedin

all-scale units receive various types of

' ns,skill & technology up-gradation etc.
Y provided for cquity p,

articipati ; : o
£ 24 % of the tor . cipation by other industrial units in the small-scale

) reholding,
IV)A new legal f
orm ratl b
introduced whRE ‘]’ii l:)il;igl&;nu?lmr; of business namely restricted or limited partnership was
o IR 1) of at least o i fmi 2

their liability limited to invested s ne partner is unlimited whereas other partners have
V)The priorit ; ; ;
e = lr:) sma)]ll W"’SIE‘VCN to ‘!lny sector in government purchase programme. Priority was also

Scale sector in allocation of indigenous raw materials. The policy proposed a

scheme of i i
s f integrated infrastructure development for small industries to facilitate location of
Industries & to promote stronger coordination.

%: 1) A policy package for the
small-scale sector was announced by the Prime Minister on August, 2000.The Third Census of
the small-scale sector in 2001-02 provided valuable information about this sector.2) Raising of
investment limit:The investment limit for the SSI sector which was Rs 1crore prior to 2006 has
been raised to Rs 5 crore in MSMED Act, 2006.

3)_Credit Guarantee Fund Scheme formicro and small enterprises: The government launched this
scheme for micro & small enterprises in August 2000 for making available credit to SSI units.

4)_Scheme for technology up-gradation:To encourage technology a Credit Linked Capital
Subsidy Scheme for technology up-gradation has been launched where 15% capital subsidy is
admissible on loans up to Rs 1 crore advanced by scheduled commercial bank/state finance
corporations etc.

5)_Extension oflID:The Integrated Infrastructure Development (IID) scheme has been extended
to cover the entire country with 50% reservation for rural areas.

6) Market Development Assistance:A flexible growth stimulating & artisan-centric scheme
named MDA to promote production and sales of khadi and polyvastra has been introduced from
2010-11.
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7)D _______ercservatlo'n:'l‘he government policy of dereservation has been introduced to upgrade their
teChIIO?OgY & 1mprove th-e quality of their products.In April, 2015 the government announced the
scrapping of the reservation list where all items have been dereserved.

8) Credit delivery to SSI sector: For credit delivery to SSI sector many steps have been
undertaken.i) The composite loan limit has been raised from Rs 50 akh to 1 crore.ii) The limit of
collateral free loans has been raised from Rs 15 lakh to Rs 25 lakh.iii)Laghu Udyami Credit Card
scheme has been liberalized by enhancing the credit limit from Rs 2 lakh to 10 lakh. iv)Small&
Medium Enterprises Fund of Rs 10,000 crore was operationaliscd by the SIDBI.At March 2015
the amount of credit was Rs 6,479 billion.

8) MUDRA launched:Prime Minister launched Micro Unit Development And Refinance Agency
or MUDRA on April 8,2015 to fund & promote microfinance institutions which in turn provide

loans to these sector.

9)Enactment of MSMED Act,ZOOG:Micro,small.and Medium Enterprises Development Act was

enacted in 2006 to provide the first ever legal framework for recognizing of the concept of
enterprises and integrating the three entcrpriscs,micro,small & medium.

10) National Manufacturing CompetitivenessProgzarmne (NMCP): The government has
ness an rises

launched this scheme aimed at enhancing the competitive d productivity of the enterp
through better technologies & skills for this sector.

11)__MSE-Cluster DcvclogmentProgramme:The Integrated Technology Up-gradation and
was renamed as small Industry

Management Programme in 1998 undertaken by the government
Clusters Development Programme in August, 2003 for export promotion,building marketing &
skill development etc.The scheme Wwas renamed as Micro & small Enterprises-Cluster

Development Programme & Integrated Infrastructural Development Scheme with its existing

funding pattern in August,2007.

12)Prime Minister’s Employment GenerationPro amme: This scheme was 2 new employment

generation credit link subsidy scheme,launched by the government in August 2008 by merging

two programmes ,namely Prime Minister’s Rozgar Yojana and Rural Employment Generation

Programme.

13)_Public Procurement Policy:The government has introduced a Public Procurement Policy for

goods produced and services rendered by Micro and Small Enterprises Order, 2012 effective
from April,2012 to procure a minimum of 20% of their annual value of goods & services

required by them from MSEs & has a sub-target of 4% procurement out of this 20% for SC,ST

enterprises.
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sorandum: This scheme was launched in September. 2015 for promoting
hich MSME enterprises need to file an online entrepreurs
Idyog Aadhaar Number (UAN)

14)Udyog Aadhaar Men

ess for MSMEs under w

busin
t a unique |

memorandum to instantly ge

ural Entrepreneurs: [t was launched on March, 2015
s to encourage emrcprencurchtp and promote
dustry.Outlay for the MSME sector has been

2-17) with o making good

ng Innovationand R
ers& incubation center
al & agro-based in
the Twelfth Plan (201
nt of MESEs.

nstitute a major portion of Indian industry.In

create employment qpprn‘tunﬂ ies
MSME sectof

15) A scheme for promoti
to set up technology cent
ps for innovation in rur
Rs 26,014 crore in
nt for promotion & developme

start-u
bjective of

kept at
environme
.scale & Cottage industries €O
me unemployment is a greal problem of the country.To
elopment of the small-scale industry 1s nece

GDP and manufactu

percentage of
helpseach and every on¢ person of the country even wo
S ' feet and their earning possibility in
jcipate in their family income.It also increases per capita income

's growth and development depends on large-scale

p new small industries in many rural areas
reneurs are given priority.But many of
Therefore.

for other problems-
are needed.

recent ti
for the youth. dev

t of India,Minis
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