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T
he small scale sector has played a very important role

in the socio-economic development of the country

during the past 50 years. It has significantly contributed

to the overall growth in terms of the gross domestic product

(GDP), employment generation and exports. The performance

of the small scale sector, therefore, has a direct impact on the

growth of the overall economy (Khanka, 2003).

Worldwide, the micros, small and medium enterprises

(MSME’s) have been accepted as the engine of the economic

growth and for promoting equitable development. The

MSME’s constitute over 90 per cent of the total enterprises in

most of the economies and are credited with generating the

highest rate of employment growth and account for a major

share of industrial production and exports. In India too, the

MSME sector has been contributing significantly to the

manufacturing output, employment and exports. According

to the Ministry of Industry and Commerce the definition of

the MSME’s based of the number of employees, capital

investment and annual turnover is as given in Table 1.

Overview of the MSME sector:

The micro, small and medium enterprises (MSME) sector

contributes significantly to the manufacturing output,

employment and exports of the country. It is estimated that in

terms of value, the sector accounts for about 45 per cent of

the manufacturing output and 40 per cent of the total exports

of the country. The sector is estimated to employ about 59

million persons in over 26 million units throughout the country.

Further, this sector has consistently registered a higher growth

rate than the rest of the industrial sector. There are over 6000

products ranging from traditional to high-tech items, which
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