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Abstract

Micro, Small, and Medium Enterprises (MSMESs) constitute a cornerstone of India’s
economic framework, driving employment generation, industrial diversification,
and inclusive growth. Despite their pivotal role in industrial output and exports,
Indian MSMEs face persistent structural, operational, and technological challenges,
including limited access to formal finance, delayed payments, regulatory
complexity, inadequate digital adoption, and infrastructural deficits. These
constraints impede scalability, productivity, and competitiveness in both domestic
and global markets. Concurrently, contemporary business practices present
significant opportunities for MSMEs to enhance resilience and sustainable growth.
Digitalization, integration into global supply chains, sustainability-oriented
production, targeted government policy incentives, and sector-specific expansion
avenues offer pathways for innovation, market diversification, and value creation.
However, the extant literature reveals a fragmented understanding of how MSMEs
can effectively leverage these opportunities, particularly in a post-pandemic,
globally volatile environment. This study adopts a descriptive and analytical
approach based on secondary data from scholarly articles, government reports, and
industry surveys to examine the major challenges confronting Indian MSMEs and to
analyze emerging opportunities for strategic advancement. The findings underscore
the need for a multidimensional framework that aligns structural reforms,
technological adoption, skill development, and policy support with firm-level
adaptive capabilities. Such an integrative approach is essential for enabling MSMEs
to navigate contemporary business environments, bridge the gap between policy
intent and enterprise-level transformation, and achieve sustainable growth and
global competitiveness.
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I INTRODUCTION

Micro, small, and Medium Enterprises (MSMESs) constitute a pivotal
segment of India’s economic architecture, acting as catalysts for employment
generation, industrial diversification, and inclusive growth. These enterprises
significantly contribute to industrial output and export performance while fostering
entrepreneurial dynamism across rural and urban regions (Saini & Maurya, 2024;
Kumari, n.d.). Despite this centrality, the MSME sector currently stands at a
crossroads, grappling with entrenched structural challenges such as limited access to
formal finance, persistent cash-flow disruptions due to delayed payments, and
regulatory complexity that constrains operational scalability (Drishti 1AS, 2025;
TeamLease Regtech report, 2025). In addition, technological inertia and inadequate
digital adoption impede competitiveness in an increasingly digitized global
economy (Drishti IAS, 2024).

Concurrently, contemporary business practices also present substantive
opportunities. Government initiatives aimed at credit facilitation and guarantee
schemes, coupled with emerging avenues in digital markets and sustainability-
oriented production frameworks, signal potential vectors for MSME revitalization
(Saini & Maurya, 2024; LinkedIn, 2025). Thus, the current juncture demands a
nuanced re-examination of policy enactments, innovation capacities, and structural
reforms to ensure that Indian MSMEs not only survive but thrive in an era of
intensifying domestic and international competition.

In the contemporary Indian economic framework, Micro, Small, and
Medium Enterprises (MSMEs) are formally delineated by statutory thresholds of
both investment in plant and machinery or equipment and annual turnover, a
revision instituted to reflect modern business realities and support sectoral
expansion (Ministry of Micro, Small & Medium Enterprises [MSME Ministry],
2025; Wikipedia, 2026). Effective from 1 April 2025, this dual-criteria
classification signifies a paradigmatic shift from earlier investment-only
benchmarks, providing a more inclusive and growth-oriented taxonomy for
enterprises across manufacturing and services sectors. Under the revised
framework, micro enterprises are those with investment up to %2.5 crore and
turnover up to 210 crore; small enterprises have investment up to 325 crore and
turnover up to X100 crore; and medium enterprises are defined as enterprises with
investment up to X125 crore and turnover up to X500 crore (MSME Ministry, 2025;
Wikipedia, 2026). This broadened definition not only expands the scope for formal
recognition of emerging enterprises but also facilitates enhanced access to targeted
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policy instruments, financial incentives, and global market participation, positioning
Indian MSMEs to navigate structural challenges and leverage contemporary
business practices more effectively.

1. REVIEW OF LITERATURE

Saini and Maurya (2024) critically assessed the evolving landscape of Indian
MSMEs post-GST implementation, highlighting persistent barriers such as finance
access, infrastructure deficits, and compliance complexity while also identifying
opportunities in government-led schemes and industrial support frameworks that
can catalyze sectoral growth.

Archana Singh and Sharma (2024) systematically reviewed extant literature on
MSME challenges, elucidating constraints including limited managerial skills,
technological stagnation, and logistical bottlenecks that undermine competitiveness
in both domestic and global markets.

Raghvendra et al. (2024) explored the multifaceted role of MSMEs in economic
development, emphasizing that although policy initiatives aim to broaden support,
inconsistencies in implementation and fragmented policy integration limit their
efficacy, particularly in scaling innovation and export diversification.

Tomer (2025) examined MSME-driven empowerment of women entrepreneurs,
pointing to unique challenges such as gendered access to resources and market
networks, and identified policy opportunities to integrate gender-responsive
strategies within the MSME ecosystem.

Kumari (2023)analyzed the growth trajectory of MSMES, noting their substantial
contributions to employment and exports yet highlighting the uneven distribution of
growth benefits across regions due to infrastructural and technological disparities.
LinkedIn (2025) reported persistent technological adoption challenges, especially
in digital tools and automation, which significantly impede MSME innovation and
efficiency, suggesting that targeted digital literacy interventions are critical for
competitiveness.

Chaudhary and Anand (2022) evaluated the impact of the COVID-19 pandemic
on MSMEs, illustrating how supply chain disruptions and liquidity crises exposed
vulnerabilities while revealing opportunities for resilience through digitalisation and
targeted relief measures.

Victor’s (2026) investigation into sustainability practices within Indian SMEs
underscored an uneven integration of environmental and innovative strategies but
pointed to emerging opportunities where adoption of sustainable models enhances
competitive positioning in value chains.
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Behera et al. (2023) analysed government schemes vis-a-vis MSME growth,
revealing that while incentive structures exist, executional gaps in training,
infrastructure provision, and market access constrain sectoral expansion.

The systemic literature on trade-related risks highlights that Indian MSMEs are
increasingly wvulnerable to global geopolitical and commodity price shocks,
affecting cost structures and export performance, thereby necessitating strategic risk
mitigation and global market monitoring.

A significant research gap persists in integrative empirical studies that holistically
analyses the interaction of digital transformation, sustainability, gender inclusivity,
and global risk adaptation within MSMEs in a post-pandemic, volatile environment.
Cross-sectoral and regionally comparative analyses are limited, and the interplay
between policy support and firm-level strategic adaptation remains underexplored.
Consequently, a comprehensive, multi-dimensional framework is needed to
understand how Indian MSMEs can strategically reposition themselves for
sustainable and competitive growth in contemporary business practices.

1. STATEMENT OF THE PROBLEMS

Indian Micro, Small, and Medium Enterprises (MSMESs) play a vital role in India’s
economy but currently face significant structural constraints and transformative
pressures. Despite ongoing policy support, they continue to struggle with limited
access to formal finance, infrastructural deficiencies, regulatory burdens,
technological obsolescence, and delayed payments, all of which restrict
productivity, scalability, and competitiveness in domestic and global markets.At the
same time, rapid digital transformation, sustainability demands, supply chain
realignments, and geopolitical uncertainties are reshaping the business landscape.
Although these changes create opportunities for innovation and market expansion,
many MSMEs lack the strategic capacity and technological readiness to leverage
them effectively.The central issue lies in the gap between policy intent and
enterprise-level transformation, exacerbated by fragmented implementation and
uneven development. Without an integrated framework aligning structural reforms,
technology adoption, and institutional support with firm capabilities, Indian
MSMEs risk stagnation instead of achieving sustainable and competitive growth.
Iv. NEED AND IMPORTANCE OF THE STUDY

The Indian MSME sector stands at a transformative juncture shaped by structural
constraints, digital disruption, sustainability imperatives, and intensifying global
competition. Although MSMEs significantly contribute to employment generation,
export performance, and inclusive economic development, persistent challenges—
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such as limited financial accessibility, technological gaps, compliance burdens, and
regional disparities—continue to impede their growth trajectory. Simultaneously,
contemporary business practices characterized by digitalization, innovation-driven
competitiveness, green transition, and global value chain integration present
unprecedented opportunities for strategic advancement.
In this context, there is a compelling need to systematically examine how Indian
MSMEs can reconcile structural challenges with emerging opportunities. The study
is important for identifying gaps between policy frameworks and enterprise-level
implementation, evaluating adaptive capacities within MSMEs, and proposing
integrative  strategies for sustainable transformation. By adopting a
multidimensional perspective, this research can contribute to informed
policymaking, strengthen institutional support mechanisms, and guide MSMEs in
enhancing resilience, competitiveness, and long-term viability in an evolving
business ecosystem.
V. OBJECTIVES OF THE STUDY
1. To examine the major challenges faced by the Indian MSMESs in contemporary
business environments.
2. To analyze the emerging opportunities that offer MSMEs a pathway toward
sustainable growth and global competitiveness.
VI. RESEARCH METHODOLOGY
The present study adopts a descriptive and analytical research design based
exclusively on secondary data to examine the challenges and opportunities faced by
Indian MSMEs in contemporary business environments. The study utilized
secondary sources including:Scholarly articles, research papers, and academic
journals addressing MSME challenges and opportunities.Government reports and
policy documents from the Ministry of Micro, Small & Medium Enterprises
(MSME) and related regulatory bodies.Industry surveys, reports from trade
associations, and credible market research publications highlighting sectoral trends,
technological adoption, and sustainability practices.Online databases, news articles,
and case studies providing insights into global competitiveness and digital
transformation in MSMEs.
The collected secondary data has been systematically reviewed and analyzed using
qualitative and quantitative interpretive techniques. This methodology provides a
comprehensive understanding of the MSME sector by synthesizing existing
knowledge and empirical evidence. The study highlighted critical areas where
Indian MSMEs face operational and strategic challenges and identify opportunities
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that can enhance competitiveness, resilience, and long-term sustainability in
contemporary business practices.
VII. CHALLENGES FACED BY THE |INDIAN MSMES IN
CONTEMPORARY BUSINESS ENVIRONMENT
Indian MSMEs confront a constellation of enduring and emerging challenges that
impede their operational efficiency, scalability, and competitive potential in the
modern business ecosystem.
1. Limited Access to Finance and Credit Constraints: MSMEs face persistent
barriers in accessing adequate and timely formal credit due to stringent collateral
requirements, high risk perceptions among lenders, and inadequate financial
documentation. As a result, only a small fraction of enterprises obtain formal
financing, creating a substantial credit gap that restricts investment in technology,
working capital, and expansion activities, forcing many to resort to expensive
informal sources (Economics.Town, 2025; Drishti I1AS, 2025).
2. Delayed Payments and Working Capital Issues: Delayed settlements from
large corporations and government departments disrupt cash flows, intensify
working capital shortages, and threaten business continuity. Chronic delays inhibit
timely debt servicing and reinvestment, compounding financial stress for smaller
enterprises (IMPRI India, 2025; Drishti IAS, 2025).
3. Regulatory Burden and Compliance Complexity: MSMES are encumbered by
a complex regulatory environment—including multifaceted tax, labour, and
environmental compliance requirements—that increases administrative costs and
diverts managerial focus from strategic activities, thereby reducing operational
flexibility (TeamLease Regtech report, 2025; Drishti IAS, 2025).
4. Inadequate Technological Adoption and Innovation Deficits: Limited
technological adoption remains a critical challenge; many enterprises lack the
infrastructure, capital, and expertise to integrate digital tools, automation, or
advanced production systems. This technological lag hampers productivity
improvements, quality enhancements, and participation in digital markets (Protium,
2025; Drishti IAS, 2025).
5. Infrastructure Deficiencies and Logistical Inefficiencies: Inadequate physical
infrastructure—including unreliable power supply, poor transportation networks,
and deficient logistics systems—elevates production costs, delays input
procurement and product distribution, and erodes competitive advantage relative to
larger firms with better infrastructural access (Economics. Town, 2025; Drishti IAS,
2025).
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6. Skilled Labour and Human Capital Gaps: Scarcity of skilled labour and

managerial expertise constrains MSMEs’ ability to adopt new technologies,

improve operational processes, and innovate. Skill gaps are more pronounced in
smaller towns and rural regions, limiting human capital development and impeding

organisational growth (LinkedIn, 2025; Protium, 2025).

7. Market Access Limitations and Competitive Pressures: MSMEs often lack

effective marketing capabilities, branding strategies, and access to larger regional or

international markets, making them vulnerable to competition from larger domestic
and global players that benefit from economies of scale and broader market reach

(Drishti IAS, 2025; Drishti IAS, 2026).

8. Gender Disparities in Entrepreneurial Support: Women-led MSMEs

encounter disproportionate challenges in accessing credit, market linkages, and

business networks, reflecting persistent gender inequalities that constrain inclusive

growth and limit the sector’s overall potential (Drishti IAS, 2025).

Collectively, these challenges underscore the multifaceted nature of systemic and

operational impediments confronting Indian MSMEs in contemporary business

environments. Addressing these constraint layers will require targeted policy
reforms, technological enablement, and robust institutional support to unlock
sustainable growth and competitiveness.

VIIl. EMERGING OPPORTUNITIES THAT OFFER MSMES A
PATHWAY TOWARD SUSTAINABLE GROWTH AND GLOBAL
COMPETITIVENESS

Indian MSMEs are increasingly positioned to capitalize on a range of strategic

opportunities that can enhance their resilience, promote sustainable development,

and expand their global footprint in an era of rapid economic transformation.

1. Digitalization and Integration into Global Supply Chains: The adoption of

digital platforms and technologies—such as Open Network for Digital Commerce

(ONDC), Al-driven manufacturing systems, and loT-enabled operations—enables

MSMEs to improve supply chain efficiency, reduce costs, and access global

markets directly. Digital public infrastructure facilitates e-commerce participation,

democratic access to customers, and leaner production systems, thereby enhancing

competitiveness (SME Street, 2025; JMSR Online, 2023).

2. Export Diversification and Market Expansion: Indian MSMEs are

diversifying exports beyond traditional sectors (e.g., textiles and handicrafts) to

include engineering goods, electric mobility components, and agri-tech products,
which not only reduces dependence on single markets but also shields firms from
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regional shocks. Government-led export hubs and simplification of export
procedures further augment global trade potential (SME Street, 2025; IIFL, 2024).
3. Government Policy and Institutional Support: A suite of government
initiatives—including expanded credit guarantee schemes, collateral-free loans, the
Self-Reliant India (SRI) Fund, and skill development programs—provides critical
financial assistance, capacity building, and innovation incentives that empower
MSMEs to scale operations and adopt modern technologies (Corpseed, 2025).
4. Sustainability and Green Innovation: Emerging environmental and
sustainability-oriented schemes (such as MSE-GIFT and MSE-SPICE) offer capital
subsidies and technical support for adopting resource-efficient technologies,
renewable energy solutions, and circular economy practices. These initiatives
reduce environmental impact while creating new revenue streams and improving
resilience (LinkedlIn, 2025; Entrepreneur, 2024).
5. Strategic Sectoral Opportunities: Specific industry segments—such as
agri-technology, healthcare, biotechnology, and defence supply chains—present
accelerated growth prospects for MSMEs. Integration into high-value sectors and
participation in strategic national missions (e.g., defence procurement policies)
enhance the socioeconomic role of MSMEs and foster innovation ecosystems
(LinkedlIn, 2025; Times of India, 2025).
These opportunities collectively underscore a multidimensional pathway for
MSMEs to transcend traditional limitations, embrace contemporary business
practices, and achieve sustainable growth supported by policy impetus and
technological advancement.
IX. THE WAY FORWARD FOR INDIAN MSMES: STRATEGIC
PRIORITIES AND PATHWAYS:
To ensure Indian MSMEs transition from wvulnerability to resilience and
competitiveness, a multifaceted and forward-looking strategy is imperative.
Drawing on contemporary research and policy recommendations, several strategic
directions emerge:
1. Enhance Digital Adoption and Technological Capability: MSMEs must
prioritise digital maturity by adopting advanced digital tools, cloud-based systems,
and automation technologies that enhance operational efficiency, market visibility,
and customer engagement. Empirical evidence suggests that digital adoption—such
as ERP, CRM, Al, and data analytics—can lead to substantial productivity gains
and facilitate MSMESs’ integration into global value chains (CyberMedia Research,
as cited in turnOsearch6). Additionally, structured digital skills development and
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awareness campaigns can address prevalent skill gaps that inhibit technology uptake
(Cll initiative highlighted in turnOnews27).

2. Strengthen Financial Access and Credit Mechanisms: Addressing credit
constraints remains critical. Expanding digital lending platforms, enhancing
participation of non-bank financial institutions, and enlarging the scope of credit
guarantee schemes will provide MSMEs with collateral-free and affordable credit,
necessary for technology investment and market expansion (turnOsearchll).
Mechanisms such as the Trade Receivables Discounting System (TReDS) and
robust invoice financing are also essential to mitigate persistent cash-flow
disruptions from delayed payments (turnOsearch4).

3. Simplify Regulatory Frameworks and Compliance Processes: The regulatory
burden on MSMEs can be alleviated through streamlined compliance processes and
one-click digital interfaces for statutory filings. A consolidated, single-window
system can reduce administrative distortion and enhance ease of doing business,
allowing enterprises to allocate more resources toward innovation and expansion.

4. Invest in Skills, Innovation, and Workforce Development: Bridging the skill
gap is a foundational pillar for MSME competitiveness. Targeted training
programmes, vocational education collaborations, and sector-specific workforce
upskilling will enable enterprises to adopt cutting-edge technologies and innovate
product offerings (turnOsearchQ; turnOsearchl1l). Increased investment in research
and development (R&D) and innovation hubs can also spur technological
breakthroughs and industry diversification (turnOsearchl14).

5. Promote Sustainable and Green Business Practices: The transition to
sustainability presents a strategic opportunity. MSMES should integrate eco-friendly
technologies, renewable energy solutions, and circular economy principles to not
only reduce environmental impact but also tap into emerging markets with
environmentally conscious consumers (turnOsearchl; turnOsearch2). Financial
incentives and green financing products can further encourage eco-innovation.

6. Strengthen Market Access and Global Integration: Enhanced market linkages,
export facilitation schemes, and participation in international trade fairs can open
new avenues for MSMEs to integrate into global supply chains. MSMEs should
leverage government platforms such as the Government e-Marketplace (GeM) and
Production-Linked Incentive (PLI) schemes to diversify export portfolios and
mitigate the impacts of global competition (turnOsearch10).

7. Foster Public-Private Partnerships and Cluster-Based Growth: Collaborative
frameworks involving government bodies, industry associations, and academic
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institutions can provide MSMEs with access to technology, finance, and markets.
Cluster-based policies tailored to regional strengths can encourage collective
competitiveness, knowledge exchange, and resource sharing, especially in
underdeveloped regions (turnOsearch0).

The way forward for Indian MSMEs lies in strategic digitalisation, financial
inclusion, regulatory reform, skill enhancement, sustainability integration, and
market connectivity. A coordinated policy ecosystem, supported by targeted
institutional interventions, can empower MSMES to navigate contemporary business
challenges and seize opportunities for sustainable growth and global
competitiveness.

X. CONCLUSION

Indian MSMESs occupy a critical juncture in the nation’s economic trajectory,
serving as pivotal engines of employment, industrial diversification, and inclusive
growth. Despite their significant contributions to output and exports, the sector
contends with entrenched structural and operational challenges—including limited
access to formal finance, regulatory complexity, technological inertia,
infrastructural deficits, and market access constraints—that inhibit scalability and
competitiveness in both domestic and global markets.

Concurrently, contemporary business practices present substantial avenues for
strategic advancement. Digitalization, integration into global supply chains,
sustainability adoption, government-led policy incentives, and sector-specific
opportunities provide MSMEs with pathways to enhance resilience, innovation, and
long-term competitiveness. However, realizing these opportunities necessitates
bridging the persistent gap between policy intent and enterprise-level transformation
through coordinated structural reforms, technological enablement, workforce
development, and inclusive institutional support.

In essence, the future viability of Indian MSMEs hinges on their ability to
strategically align operational capabilities with emerging opportunities. By adopting
a multidimensional approach encompassing digital transformation, sustainable
practices, skill development, regulatory simplification, and market expansion,
MSMEs can not only overcome existing constraints but also establish a robust
foundation for sustainable growth, global competitiveness, and enduring
contribution to India’s socio-economic development.

XI. LIMITATIONS AND SCOPE FOR FUTURE RESEARCH

The present study is primarily based on secondary data, relying on scholarly
articles, government reports, industry surveys, and credible market sources.

82National Conference On “Contemporary Issues In Global Business Management
Practices”25 &26 February,2026 by University Arts & Science College (Autonomous),
Kakatiya University.


http://www.uijmr.in/
http://www.uijmr.in/

United International Journal of Multidisciplinary Research

ISSN: 3048-6726(UIJMR)Impact Factor: 6.934 (SJIF)

An International Peer-Reviewed and Refereed Multidisciplinary Journal
www.uijmr.in Vol-3, Speciallssue-2,2026

Consequently, the analysis is constrained by the availability, recency, and
completeness of published data, which may not fully capture the nuanced, firm-
level realities of MSMEs operating across diverse regions and sectors. Additionally,
the study focuses predominantly on macro-level trends and structural challenges,
which limits the examination of micro-level managerial practices, firm-specific
innovation strategies, and real-time responses to dynamic market disruptions. The
cross-sectional nature of the data also restricts the ability to draw causal inferences
regarding the effectiveness of policy interventions or technology adoption over
time.

Future studies can address these limitations by adopting primary data collection
methods, such as surveys, interviews, and case studies, to capture in-depth insights
into MSME operational strategies, innovation adoption, and digital transformation.
Comparative analyses across sectors,regions, and firm sizes can elucidate
differential resilience, competitiveness, and adaptive capacities. Longitudinal
studies tracking MSME responses to evolving policy frameworks, sustainability
mandates, and global market shocks would provide richer empirical evidence for
strategic  planning.  Moreover, research focusing on gender-inclusive
entrepreneurship, technology-driven business models, and integration into global
value chains could yield actionable insights for policymakers, practitioners, and
MSME stakeholders seeking sustainable growth and competitiveness in
contemporary business environments.
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