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Chapter 9. MSME and Business Entrepreneurship

The Micro, Small, and Medium Enterprises (MSME) sector in India play a crucial role in the country's
economic development, as demonstrated by their significant contributions to high-profile projects
like the Mangalyaan and Chandrayaan-2 missions.

1. Contribution to Space Missions: MSME Tool Rooms, such as the Central Tool Room and
Training Centre (CTTC) in Bhubaneswar and the Institute for Design of Electrical Measuring
Instruments (IDEMI) in Mumbai, have played a vital role in India's. space missions. These
establishments have provided essential components for space probes and satellites,
including those used in the Mars Orbiter Mission (Mangalyaan) and the Chandrayaan
missions.

2. Components for Cryogenic Engines and Navigational Assemblies: MSMEs have been
instrumental in developing critical components for space exploration, such as the Cryogenic
engine of the Launch Vehicle, Navigational assemblies of the Lunar Orbiter, and wheel
assemblies for the Moon Launch. This highlights the diverse and high-tech contributions of
the MSME sector to India's space endeavors.

3. MSMED Act, 2006: The Micro, Small and Medium Enterprises Development (MSMED) Act,
2006, is a significant legislative framework that addresses various concerns related to the
MSME sector. This includes definitions, credit facilities, marketing support, and technology
upgradation. The Act recognizes the changing dynamics of small and medium enterprises,
necessitated by globalization and technological advancements.

4. Definition of MSME: The definition of MSME in India is based on parameters such as
investment in plant and machinery and turnover. This approach considers the socio-
economic conditions in India, where capital is limited, and labor is abundant. The inclusion of
service entities under the MSME umbrella reflects the evolving nature of the economy,
where service-related enterprises are integral to the overall sector.

5. Inclusive Growth and Future Role: The MSME sector is not only limited to small businesses
but plays a foundational role, contributing from the ground level to major national missions.
This underscores the sector's importance in achieving inclusive growth and its critical role in
shaping India's future.

In summary, the diversity of the Indian MSME sector is evident in its contributions to technologically
advanced projects like space missions. The sector's role in inclusive growth, coupled with the
supportive legislative framework provided by the MSMED Act, positions MSMEs as key drivers of
economic development in India.



https://rblacademy.com/

. Investment in Plant
Type of Units and Machinery Turnover

Micro Enterprises 1 Crore Does not exceed 5 crore
Small Enterprises 10 Crore Does not exceed 50 crore
Medium Enterprises 50 Crore Does not exceed 250 core

% share of MSMES in

Micro Enterprises 99.4%
Small Enterprises 0.52%
Medium Enterprises 0.1%

Village Industries:

Definition: Village industry refers to any industry situated in a rural area that engages in the

production of goods or the provision of services, with or without the use of power. The central

government specifies the fixed capital investment per head, artisan, or worker for such industries

periodically.

Characteristics:

1.

Location: Typically situated in rural areas.
Goods and Services: Engages in the production of goods or the provision of services.
Power Usage: Can operate with or without the use of power.

Government Specifications: The central government sets criteria for fixed capital investment
per head, artisan, or worker.

Cottage Industries:

Alternative Names: Cottage industries are also referred to as rural industries or traditional industries.

Characteristics:

1.

Capital Investment Criteria: Unlike other small-scale industries, cottage industries are not
defined by specific capital investment criteria. This sets them apart from industries that may
have fixed capital investment requirements.

Rural Focus: Typically located in rural areas.

Traditional Nature: Often associated with traditional methods of production and
craftsmanship.

Scale: Generally small-scale operations, often run by families or a small group of artisans.




Comparison:

1. Capital Investment Criteria: Village industries are subject to specific capital investment
criteria set by the central government, whereas cottage industries are not bound by such
criteria.

2. Goods and Services: Both village and cottage industries may produce goods or provide
services, but cottage industries are characterized by their traditional nature.

3. Location: Both are often located in rural areas, contributing to rural economic development.
Role of MSME

The role of Micro, Small, and Medium Enterprises (MSMEs) in India is pivotal, contributing
significantly to the socio-economic development of the country. Their importance is reflected in
various aspects, as outlined in the provided text:

1. Preventing Rural to Urban Migration:

e MSMIEs play a crucial role in preventing the migration of the rural population to
urban areas in search of employment. This is vital for maintaining a balanced
demographic distribution.

2. Socio-economic Development:

e The development of MSMEs contributes to various socio-economic aspects,
including the reduction of income inequalities, dispersed industrial development,
and linkages with other sectors of the economy.

3. Government Emphasis:

e The government of India recognizes the promotion of MSMEs and rural
industrialization as a powerful instrument for achieving accelerated industrial growth
and creating additional employment opportunities in rural and backward areas.

4. Regional Development:

e  MSMIEs significantly contribute to the balanced regional development of the country,
with small industries accounting for 95% of the industrial units in India.

5. Employment Generation:

e MSMIEs are the second-largest employers of human resources in India, after
agriculture. They generate a higher number of employment opportunities per unit of
capital invested compared to large industries, making them more labor-intensive.

6. Product Diversity:

e MSMEs in India supply a diverse range of products, including mass consumption
goods, garments, hosiery, stationery, soaps, detergents, utensils, leather goods,
plastic and rubber items, processed foods, and various engineering products.
Handlooms, handicrafts, and traditional village industries also contribute
significantly, especially in terms of export value.




7. Widespread Presence:

e MSMEs, particularly those producing simple products using simple technologies and
depending on locally available resources, can be set up anywhere in the country. This
widespread presence without locational constraints contributes to the balanced
development of the nation.

8. Entrepreneurship Opportunities:

e  MSMEs provide ample opportunities for entrepreneurship. Individuals can channel
their skills and talents into business ideas with relatively low capital investment and
minimal formalities.

9. Low Cost of Production:

e MSMEs enjoy the advantage of a low cost of production. Utilizing locally available
resources results in lower expenses, making small industries cost-effective and
competitive.

10. Quick Decision-Making:

e Due to their small size, MSMEs can make quick and timely decisions without the
need for extensive consultations. This agility allows them to seize new business
opportunities promptly.

Problems Associated With MSME

There are several challenges faced by Micro, Small, and Medium Enterprises (MSMEs) in India,
hampering their full potential. These challenges are critical factors influencing the operational
efficiency and growth prospects of small businesses. Here are the major problems associated with
MSMEs:

1. Finance:

e Non-availability of adequate finance is a severe problem for MSMEs. Many small
businesses start with a limited capital base and often lack the creditworthiness
required for capital raising from markets. They heavily depend on local financial
resources, making them vulnerable to exploitation by moneylenders. Banks may
require collateral security and guarantees, which many MSMEs cannot provide.

2. Raw Materials:

e Procurement of raw materials is a significant challenge. MSMEs may compromise on
quality or pay higher prices due to the unavailability of required materials. Their
bargaining power is limited, and they cannot afford bulk purchases or storage
facilities. General scarcity of metals, chemicals, and raw materials in the economy
disproportionately affects the small-scale sector.

3. Managerial Skills:

e Many MSMEs are promoted and operated by individuals who may lack
comprehensive managerial skills. Entrepreneurs often possess sound technical




knowledge but may struggle with marketing and other managerial functions. Limited
resources may prevent them from hiring professional managers.

4. Marketing:

e Marketing is a crucial activity for generating revenue, but it poses challenges for
many MSMEs. Limited understanding of customer needs, reliance on middlemen,
and lack of infrastructure for direct marketing are common issues. Middlemen may
exploit small businesses by offering low prices and delayed payments.

5. Quality:

e Adherence to desired quality standards is a challenge for many MSMEs. Focused on
cost-cutting and keeping prices low, these businesses may not invest in quality
research or technology upgrades. Maintaining high-quality standards becomes a
weakness, particularly when competing in global markets.

6. Capacity Utilization:

e Due to insufficient marketing skills or a lack of demand, many MSMEs operate below
full capacity. This leads to increased operating costs, potential financial strain, and, in
severe cases, business closure.

7. Global Competition:

e MSMEs face competition not.only from medium and large industries but also from
multinational companies with significant size and business volumes. Globalization
introduces additional challenges and fears for these enterprises.

Addressing these challenges is crucial for unlocking the full potential of MSMEs and promoting their
sustained growth in the evolving economiclandscape. Government support, financial assistance, skill
development, and infrastructure improvement are essential components of any strategy aimed at
enhancing the competitiveness of MSMEs.

Entrepreneurship Defined:

Entrepreneurship is defined as the process of establishing one's own business, distinct from other
economicactivities such as employment or practicing a profession. The person who sets up the
business is referred to as an entrepreneur, and the outcome of this process, the business unit, is
known as an enterprise.

Role of Entrepreneurship in Economic Development:

Entrepreneurship is crucial for the overall economic development of a nation. It not only provides
self-employment to entrepreneurs but also contributes to the creation and expansion of
opportunities for employment and the development of various professions.

Global Relevance of Entrepreneurship:

Every country, whether developed or developing, requires entrepreneurs. Developing countries need
entrepreneurs to initiate the development process, while developed countries rely on




entrepreneurship for sustainability. In the context of India, entrepreneurship is seen as a key driver to
capitalize on opportunities arising from globalization.

Characteristics of Entrepreneurship:

1. Systematic Activity: Entrepreneurship is described as a systematic, step-by-step, and
purposeful activity. It involves specific temperamental, skill, and knowledge requirements
that can be acquired through formal education, vocational training, observation, and work
experience.

2. Lawful and Purposeful Activity: Entrepreneurship involves lawful business, with the purpose
of creating value for personal profit and social gain.

3. Innovation: Entrepreneurship is creative and involves the introduction of new products,
discovery of new markets, technological breakthroughs, and innovative organizational forms.
Innovation is considered essential for entrepreneurship.

4. Organization of Production: Entrepreneurs organize production by mobilizing diverse factors
of production—land, labor, capital, and technology. They may not possess these resources
but mobilize them into a productive enterprise based on a perceived business opportunity.

5. Risk-Taking: Entrepreneurship is associated with risk-taking, as individuals choosing
entrepreneurship face uncertainty and lack assured payoffs. Entrepreneurs take calculated
risks based on their confidence in their capabilities.

Risk Perception in Entrepreneurship:

While entrepreneurs are perceived to take high risks, they often engage in calculated risk-taking.
Entrepreneurs assess their capabilities and convert perceived risks into success. The risk in
entrepreneurship becomes a matter of personal stake, where less-than-expected performance
causes displeasure and distress.

Growing Significance of Intellectual Property Rights:

Over the past two decades, intellectual property rights have become a major player in the
development of the global economy.

Definition of Intellectual Property:

Intellectual property encompasses products of human creativity and skill, including inventions,
books, paintings, songs, symbols, names, images, designs used in business, etc. Once an idea
becomes an actual product, it qualifies as intellectual property. Legal rights conferred on such
products-are termed 'Intellectual Property Rights' (IPR).

Categories of Intellectual Property:
Intellectual property is divided into two broad categories:

1. Industrial Property: Includes inventions (patents), trademarks, industrial designs, and
geographical indications.

2. Copyrights: Encompasses literary and artistic works, such as novels, poems, plays, films,
musical works, drawings, paintings, photographs, sculptures, and architectural designs.

Intangibility of Intellectual Property:




Intellectual property is intangible, meaning it cannot be defined or identified by its physical
parameters. It includes various forms of creative and innovative outputs.

Evolution of Intellectual Property Scope:

The scope and definition of intellectual property are continually evolving. Recent additions include
protection for geographical indications, integrated circuits, undisclosed information, plant varieties,
and traditional knowledge.

Types of Intellectual Property Rights Recognized in India:

India recognizes various types of Intellectual Property Rights, including Copyright, Trademark,
Geographical Indication, Patent, Design, Plant Variety, Semiconductor Integrated Circuit Layout
Design.

Traditional Knowledge and Trade Secrets:

Traditional Knowledge (TK), encompassing the knowledge, systems, innovations, and practices of
local communities, is considered a form of intellectual property. Trade secrets, such as the Coca Cola
recipe, are also protected under intellectual property laws.

Startup India Scheme:

The Startup India Scheme aims to build a strong ecosystem for nurturing innovation and startups in
the country. It seeks to trigger an entrepreneurial culture; create awareness, encourage dynamic
startups, and promote inclusiveness and sustainable development.

Importance of Intellectual Property Rights for Entrepreneurs:

IPR encourages the creation of new inventions, incentivizes inventors and creators for their work,
allows for controlled distribution and communication of creative works, and helps prevent the loss of
income. It also ensures recognition for authors, creators, developers, and owners of intellectual
property.

Types of Intellectual Property (IP)
Copyright:

e . Copyright is the right to prohibit the unauthorized use of original ideas expressed by
creators or authors.

e It covers literary, artistic, musical, sound recording, and cinematographic works.

e Copyright protection is automatic upon the creation of the work.

e Registration is not mandatory but can be essential in case of infringement.
What is protected under Copyright:

e Literary work (e.g., novels, poems, computer programs)

e Artistic work (e.g., drawings, paintings, sculptures, logos)




Dramatic work (e.g., screenplays, musical works, sound recordings, cinematographic
films)

2. Trademark:

A trademark is any word, name, or symbol (or their combination) that identifies
goods made by an individual, company, or organization.

Trademarks help differentiate goods in the market and convey information about a
company's reputation and products.

Trademarks can be conventional (e.g., words, color combinations, logos) or non-
conventional (e.g., sound marks, dynamic marks).

Registration is not mandatory but establishes exclusive rights over the mark.

3. Geographical Indication (Gl):

A Geographical Indication identifies agricultural, natural, or manufactured products
originating from a specific geographical territory.

It signifies that the quality, reputation, or other characteristics of the product are
linked to its geographical origin.

Examples of Gls include Naga Mircha, Darjeeling Tea, Nagpur Orange, and Kashmir
Pashmina.

Gls represent the collective goodwill of a geographical region and have grown in
importance as consumers pay attention to the origin of products.

In summary, Copyright protects original works, Trademark distinguishes goods in the market, and

Geographical Indication links product characteristics to a specific geographical origin. Each type of IP

plays a crucial role in protecting and promoting creativity, innovation, and the distinctive qualities of

products in the market.

4,

Patent

A patent is a form of Intellectual Property Right (IPR) that protects scientific inventions,

whether products or processes, demonstrating technical advancement over existing
knowledge.

It grants the patent holder exclusive rights, allowing them to prevent others from making,
using, offering for sale, selling or importing the patented invention.

A patent grants exclusive rights to the inventor for a period of 20 years, during which anybody
else who wishes to use the patented subject-matter needs to seek permission from the patentee,

by paying certain costs for the commercial use of such an invention. This process of seeking

exclusive rights of the patentee for a fee is called Licensing.

Requirements for Patentability:

1.

Novelty: The invention must be new and not already known anywhere in the world.

2. Non-obviousness (Inventive Step): It must not be obvious to a person skilled in the relevant
field of technology.




3.

Industrial Application: The invention must be capable of being used or manufactured in the

industry.

Distinguishing Invention from Discovery:

An invention involves creating something novel or unique.

A discovery highlights the existence of an already existing thing.

For example, Alexander Graham Bell's invention of the telephone is distinguished from

Newton's discovery of gravity.

Non-Patentable Inventions:

Certain types of inventions are not patentable, including scientific principles, formulations of abstract
theories, frivolous inventions, those contrary to established natural laws, methods of agriculture or

horticulture, methods of treatment, admixtures, traditional knowledge, incremental inventions

without increased efficacy and inventions related to atomic energy.

Temporary Monopoly:

Plant Variety:

A patent creates a temporary monopoly, providing exclusive rights for a limited period.

Once the patent term expires, the invention enters the public domain, becoming freely
available for use by the public.

This prevents the patentee from engaging in anti-competitive practices such as creating a

long-term monopoly.

Design:

A 'design’ includes the shape, pattern, and arrangement of lines or color
combinations applied to any article.

Design protection focuses on the aesthetic appearance or eye-catching features of
an article.

The term of protection for a design is 10 years, extendable for an additional 5 years.

Once the protection period expires, the design enters the public domain.

Plant Variety involves grouping plants based on botanical characteristics and is
developed by farmers.

This protection helps conserve, improve, and make plant genetic resources available.
Examples include hybrid versions of plants like potatoes.

Protection promotes investment in research and development, recognizes farmers as
cultivators and breeders, and supports the growth of the seed industry.

Semiconductor Integrated Circuits Layout Design:

Semiconductor Integrated Circuits (ICs) are essential components of computer chips.




Protection is provided for the layout design of ICs, which involves the arrangement of
circuitry elements on a semiconductor material.

The design aims to perform electronic circuitry functions.

Importance of Intellectual Property for Businesses:

Protecting and managing intellectual property is crucial for businesses, whether
establishing a presence or already well-established.

Continuous innovation and forward-thinking are essential for business growth.

Respecting others' intellectual property is not only ethical but also legally important.

Startup India Initiative:

The Startup India initiative aims to encourage entrepreneurship and create a nation
of job-creators.

Start-ups play a crucial role in developing disruptive technologies that impact various

aspects of life.

India has a significant and growing start-up ecosystem, with the initiative aiming to

support and nurture entrepreneurial ventures.

Role of Intellectual Property Rights for Start-ups:

Intellectual property rights are critical for helping start-ups monetize their ideas and
establish competitiveness in the market.

IPRs provide a protective umbrella for innovative ideas and creations, supporting the
growth and success of new ventures.




