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Abstract:

This comprehensive document explores the pivotal role of Small-Scale Industries (SSIs) in India's economic
development and the government's support for their growth. The study analyzes the multifaceted contributions of
SSls, including employment generation, poverty reduction, regional development, and the preservation of
traditional skills and craftsmanship. The research also highlights the gender and social group dynamics among
entrepreneurs in the SSI sector. Additionally, it examines the performance and distribution of these industries
across rural and urban areas, emphasizing their critical role in the Indian economy. The study further provides
an overview of the fluctuating contribution of SSIs to the country's GDP, their role in the manufacturing sector,
and their influence on India's export market. Lastly, it discusses the gender distribution of entrepreneurs in the
MSME sector and the representation of different social groups in this entrepreneurial landscape.
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I.  Introduction:-

Industrialization plays a crucial role in the economic development of India, and you believe that
achieving this objective can be accomplished through a systematic process. You also argue that there is no
conflict between agriculture and industrial development in underdeveloped economies and emphasize the
importance of the effective utilization of human resources in many developing countries. Small-scale industries
in India are seen as significant contributors to industrialization and economic development, offering a wide
variety of goods and products.

The Indian government's role in supporting small-scale industries is indeed noteworthy. The
government has recognized the importance of this sector and has taken steps to encourage its growth. This
includes the liberalization of policies and simplification of investment procedures to attract more investments
into the country.

Various policies and programs have been introduced to make small-scale industries more productive,
efficient, and competitive. These initiatives can help create jobs, increase income, and promote overall
economic development. It's important to note that the success of these policies depends on their effective
implementation and continuous support from the government and other stakeholders.

In the context of India's economic development, a balanced approach that combines the strengths of
agriculture and industry can lead to sustainable and inclusive growth. Small-scale industries can play a vital role
in this development by fostering entrepreneurship, generating employment, and contributing to the
diversification of the economy.

Il.  Importance of small-scale industries in India:-
Small-scale industries (SSIs) hold a significant and strategic place in India's economic development for several
key reasons:

SSls are known for their labor-intensive nature, making them important contributors to employment
generation. They provide job opportunities to a large section of the population, including semi-skilled and
unskilled workers. This helps reduce unemployment and underemployment.SSls are typically dispersed across
various regions, including rural areas, which leads to the decentralization of industries. This dispersal of
economic activities helps in reducing regional disparities and promoting balanced regional development.

The employment opportunities created by SSls contribute to poverty eradication by providing
livelihoods to individuals who might not have access to other forms of employment. This leads to increased
income and improved living standards for many people.Small-scale industries offer an entry point for aspiring
entrepreneurs to start their businesses with relatively lower capital investment. This fosters a culture of
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entrepreneurship and innovation, which is crucial for economic growth and development.SSis often rely on
traditional and indigenous skills and craftsmanship. They help in preserving and promoting these skills, which
might otherwise be lost in the face of rapid industrialization.

The Indian government recognizes the significance of SSlIs and has implemented policies and
incentives to promote and support micro and small enterprises. These policies aim to provide financial
assistance, technological support, and market access to small businesses.India’s industrial policies, as articulated
in policy resolutions and statements, have consistently emphasized the development of small-scale industries as
a prime driver of economic growth.

This reflects the government's commitment to their importance. Besides contributing to economic
development, SSls play a crucial role in nation-building by fostering economic self-reliance, and inclusivity, and
reducing income disparities.In summary, small-scale industries in India are instrumental in addressing various
socio- economic challenges. They help in employment creation, poverty reduction, and promoting
entrepreneurship while contributing to balanced regional development. The government's continued emphasis
on their development underscores their pivotal role in India's economic progress and nation-building efforts.

Small-scale industries (SSls) have been accorded a strategic place in India's economic development.
They play a pivotal role in providing employment opportunities with relatively lower capital investment, thus
addressing the issue of unemployment (Ministry of MSME).

Furthermore, SSIs contribute to the decentralization of industries, which helps in reducing regional
disparities and promotes balanced regional development (Planning Commission, 2012).

These industries also play a significant role in poverty eradication by creating livelihoods for
individuals who may not have access to other forms of employment (Government of India, 2017). This results in
increased income and improved living standards for many people. Another crucial aspect is the promotion of
entrepreneurship. SSls serve as an entry point for aspiring entrepreneurs to start their businesses with limited
capital investment, fostering a culture of entrepreneurship and innovation (Ministry of MSME). Indigenous
skills and craftsmanship are often preserved and promoted by SSIs, which might otherwise be lost in the face of
rapid industrialization (Planning Commission, 2012).

The Indian government recognizes the significance of SSlIs and has implemented policies and
incentives to promote and support micro and small enterprises. These policies aim to provide financial
assistance, technological support, and market access to small businesses (Ministry of MSME). The government's
commitment to the importance of SSls is evident in the industrial policy resolutions and statements, consistently
emphasizing their role in economic growth (Government of India, 2021).

Thus, small-scale industries in India are instrumental in addressing various socio-economic challenges.
They help in employment creation, poverty reduction, and promoting entrepreneurship while contributing to
balanced regional development. The government's continued emphasis on their development underscores their
pivotal role in India's economic progress and nation-building efforts.

The government's small-scale industrial policy in India is guided by several key objectives:

The primary objective is to create more employment opportunities. Small-scale industries are labor-
intensive and are seen as a means of providing jobs to a significant portion of the population, reducing
unemployment and underemployment.

Another key goal is to help develop the rural and less developed regions of the economy. Small-scale
industries are often established in these areas, promoting economic activities and reducing disparities between
urban and rural areas.

Further, the policy aims to reduce regional imbalance by encouraging the growth of small- scale
industries across various regions. This decentralization of economic activities helps in achieving a more
balanced regional development.

Adding to it, an important objective is to improve the standard of living of people. Small- scale
industries contribute to increased income and, consequently, better living standards, particularly for those who
might not have access to other forms of employment.

Moreover, the policy seeks to ensure the optimum utilization of the unexploited resources of the
country. This includes not only natural resources but also human resources, skills, and talents.

And even, small-scale industries serve as a means to mobilize resources of capital and skill from
various parts of the national income. They provide opportunities for entrepreneurs and skilled individuals to
contribute to economic growth.

As the small-scale industrial policy in India is multifaceted, aiming to address employment, regional
development, living standards, resource utilization, and resource mobilization. These objectives collectively
contribute to the growth and development of the small-scale industrial sector and, in turn, the broader Indian
economy.

DOI: 10.9790/5933-1405070105 www.iosrjournals.org 2 | Page



“Small-Scale Industries And India's Economic Development: An Inclusive Approach”

I11.  Role of small — scale Industries:-

Small-scale industries (SSIs) play a multifaceted role in the economic and social development of a
country. These roles have been widely acknowledged in economic literature (Deshmukh, 2019; Subramanian,
2018):

Small-scale industries are known for their ability to ensure the efficient use of capital. They often
require lower levels of initial capital investment compared to large industries, making them accessible to a
diverse range of entrepreneurs and investors (Deshmukh, 2019). This characteristic promotes economic
diversification and allows for the optimal utilization of available financial resources.

Small-scale industries are labor-intensive in nature, providing a substantial number of employment
opportunities. They are particularly significant for creating jobs for semi-skilled and unskilled workers. By
doing so, they contribute to the reduction of unemployment and underemployment, which is essential for
economic stability and social welfare (Subramanian, 2018).

SSlIs have a role in fostering a more equitable distribution of income. Their presence in rural and
underdeveloped areas helps address income disparities by offering employment opportunities to individuals who
may not have access to other sources of income (Deshmukh, 2019). This results in an improvement in living
standards and quality of life for a broader segment of the population.

Small-scale industries contribute significantly to industrial decentralization. Their dispersed presence
across various regions, including rural areas, helps reduce regional imbalances. By promoting economic
activities in multiple locations, aids in achieving more balanced regional development (Subramanian, 2018).

Another notable role of SSls is that they act as a check on the migration of rural populations to urban
areas. By creating employment opportunities in rural and semi-urban regions, they reduce the pressure on urban
centers. This, in turn, mitigates challenges associated with overpopulation, urbanization, and urban-rural
migration (Deshmukh, 2019).

Thus, small-scale industries are vital contributors to a nation's economic and social development. They
are instrumental in capital utilization, employment generation, income equality, industrial decentralization, and
managing rural-urban population shifts, collectively fostering economic stability and social well-being.

IV.  Performance of small scale Industries

The performance of small-scale industries in India has been noteworthy, playing a vital role in the country's

economic development. Several key points highlight their significance and impact:

1. Small-scale industries are a vibrant and dynamic sector, contributing substantially to India's industrial
production. They account for around 40% of the total industrial output and are responsible for over
34% of the national exports. This highlights their integral role in the Indian economy.

2. The small-scale sector is a major contributor to employment in India. It provides jobs to more than 40
million people, which is crucial for reducing unemployment and underemployment in the country. As
noted by Dr. Manmohan Singh, the success of employment generation is closely tied to the performance
of the small-scale sector.

3. Small-scale industries are typically engaged in the manufacturing, processing, and preservation of
goods, with an investment in plant and machinery that does not exceed Rs. 50 million. This definition
helps to classify and differentiate them from larger industries.

4. The small-scale industry sector in India is driven by several key factors. These include employment
generation, mobilization of resources, and the promotion of  entrepreneurial skills.

5. It also plays a crucial role in the regional dispersal of industries, which contributes to balanced
development across various regions of the country. Additionally, small-scale industries are
instrumental in technology development, promoting exports, and fostering positive industrial relations.

The process of data extraction from the Annual Report included identifying relevant sections that
typically contain a wealth of information related to MSMEs in India, encompassing statistics, policies,
and sector-specific data. Specific data points within the report were carefully chosen based on their
alignment with the research objectives, particularly focusing on understanding the role and contribution of
small-scale industries to the inclusive Indian economy.

This rigorous data extraction process ensured that only pertinent and high-quality information was
selected from the report, which was instrumental in addressing the research objectives. The utilization of
secondary data from this reputable source formed the foundation for the subsequent data analysis,
interpretation, and synthesis, ultimately contributing to a comprehensive understanding of the role
of small-scale industries in fostering inclusivity within the Indian economy.
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V.  State-wise distribution of small-scale industry.
TABLE 1: COVERAGE OF REGD. SSI UNITS IN THIRD CENSUS, STATE-WISE

S.N  Name ofState/ UT  Working units in Working units in Urban

0. Rural
Survey  Not Survey  Not Total
ed Surveye ed Surveye
d d
1.ANDAMAN & 300 0 373 0 673
NICOBAR
ISLANDS
2.ANDHRA 29806 159 32896 56 62917
PRADESH
3.ARUNACHAL 143 1 111 0 255
PRADESH
4 ASSAM 6947 43 7442 21 14453
5.BIHAR 21572 171 30108 256 52107
6.CHANDIGARH 56 0 1211 14 1281
7.CHHATTISGARH 24103 706 8714 386 33909
8.DADRA & NAGAR 310 154 91 138 693
HAVELI
9.DAMAN & DIU 885 122 19 0 1026
10.DELHI 142 2 7135 81 7360
11.GOA 1247 196 598 98 2139
12.GUJARAT 41599 401 95928 609 13853
7
13.HARYANA 18748 80 20554 202 39584
14 HIMACHAL 8601 96 2150 44 10891
PRADESH

The table provides data on the coverage of registered Small-Scale Industry (SSI) units in the third census,
categorized by states and union territories in India. It highlights the number of working units in rural and
urban areas, along with the surveyed and not surveyed units. Here's an interpretation of the data along with
percentages:

In Jammu & Kashmir, there are a total of 14,625 registered SSI units. Approximately 50.52% of the
units are in rural areas, with 7,390 units, all of which have been surveyed. In urban areas, 6,794 units
(46.45%) have been surveyed, while 65 units (0.44%) have not been surveyed.

In Himachal Pradesh a total of 10,891 registered SSI units. All units in rural areas (8,601) have
been surveyed, accounting for 78.96%. In urban areas, 2,150 units (19.71%) have been surveyed, with 44
units (0.40%) not surveyed.

Likewise, Punjab has a total of 65,015 registered SSI units. A significant majority of units, both in
rural (33.44%) and urban areas (65.49%), have been surveyed. Only 63 rural units (0.10%) and 587 urban
units (0.90%) have not been surveyed. These percentages show the distribution of SSI units across rural
and urban areas, as well as the extent of the survey coverage in different states and union territories.
Similar interpretations can be made for the remaining states and territories in the table.

At the end of the table represents the overall figures for all India, indicating that out of
1,374,974 registered SSI units, approximately 43.70% are in rural areas, and about 54.40% have been
surveyed, leaving 1.34% as not surveyed. According to the annual report of Ministry of MSME the data
provided highlights the distribution of enterprises in India, categorized into micro, small, and
medium-sized businesses, with a distinction between rural and urban sectors. In the rural areas, micro-
enterprises are the most numerous, with approximately 3.24 million businesses, while small and medium
enterprises are relatively few, with 78,000 and 1,000 businesses, respectively.

Collectively, the rural sector hosts approximately 3.25 million enterprises, and micro- enterprises
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account for the majority, representing 51% of the total. In urban areas, micro- enterprises remain
dominant, with around 3.06 million businesses, while small and medium enterprises are more numerous
than in the rural sector, totalling 253,000 and 4,000 businesses, respectively. In total, the urban
sector is home to approximately 3.09 million enterprises, with micro-enterprises comprising 49% of the
total. When considering all enterprises in India, micro-enterprises are the most prevalent, contributing
51% to the total count, while small and medium enterprises collectively constitute the remaining 49%. This
data sheds light on the composition of India's business landscape and underscores the substantial
presence of micro-enterprises, particularly in the rural sector.

This data reflects the distribution of enterprises based on their size categories (micro, small, and
medium) in both rural and urban sectors. Micro enterprises are the most numerous, contributing
significantly to the total number of enterprises, with a majority located in the rural sector. Small and
medium enterprises are relatively fewer in number but still play a role in the overall enterprise landscape. The
shares indicate the proportion of each category in the total enterprise count.

VI.  Category wise small scale Industry

The data presents estimated employment figures within the Micro, Small, and Medium
Enterprises (MSME) sector, categorizing them by broad activity category and distinguishing between rural
and urban areas. Notably, the majority of employment within the MSME sector is derived from trade and
manufacturing, with a combined share of 67%. In the manufacturing segment, around 3.60 million
individuals find employment, evenly distributed between rural and urban areas. The electricity sector
makes a negligible contribution to employment, with around 7,000 individuals employed in both areas
combined. Other services also make a significant impact, employing approximately 3.62 million people across
rural and urban settings. In total, the MSME sector provides employment to approximately 11.09 million
individuals, with rural areas accounting for about 4.98 million and urban areas for million. This data
underscores the substantial employment opportunities generated by the MSME sector, particularly in trade
and manufacturing activities, which play a vital role in India's economic landscape.

VII.  Conclusion:-

In conclusion, the document underscores the paramount significance of small-scale industries (SSIs) in
India's economic landscape. These industries play a multifaceted and integral role in the nation's journey of
economic development. Their contributions extend far beyond just creating products; they actively foster
entrepreneurship, generate substantial employment, and promote balanced regional development.The
government's recognition of the pivotal role of SSlIs is noteworthy.

Preservation of traditional and indigenous skills is another vital contribution of SSls. By relying
on these skills, these industries help safeguard and promote talents that might otherwise be lost in
the face of rapid industrialization. This cultural and economic preservation enhances the value and
authenticity of Indian craftsmanship.The data presented also highlights the gender disparity among
entrepreneurs, with male entrepreneurs dominating the landscape. However, it underscores the
importance of fostering female entrepreneurship to create a more equitable business environment. In terms
of social group ownership, the data reveals variations, with significant representation from Other Backward
Classes (OBCs) in both rural and urban areas, showcasing the diverse and inclusive nature of these
industries. The contribution of the Micro, Small, and Medium Enterprises (MSME) sector to the Indian
economy remains substantial, with its share in GDP and employment generation being dynamic and
occasionally fluctuating. Despite these variations, these industries are a consistent source of
employment, with trade and manufacturing playing pivotal roles. This, in turn, has a profound impact on
India's overall economic landscape, emphasizing their vital role in job creation and income generation.
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