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ABSTRACT

The Covid-19 pandemic has adversely affected the business environment throughout the world since
the beginning of 2020. AImost all the economies in the world is experiencing the heat of shutdown to
tackle this pandemic, the extent and magnitude of impact vary from country to country, sector to
sector and across different companies within the sector. It is needless to mention the significance of
Micro, Small and Medium Enterprises (MSMEs) in Indian Economy and due to the nationwide
lockdown this sector has borne the maximum impact. It is the need of the hour to construct a
framework which will help these enterprises to re-start their operations post lockdown. This present
study attempts to identify the operational problems faced by the MSMEs and to provide strategies for
survival of Micro and Small enterprises post lockdown.
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INTRODUCTION

Almost all the sectors of Indian economy are under the evil waves of the pandemic. The Micro, Small
and Medium Enterprises (MSMESs) sector is one of the worst affected sectors in India. The Indian
MSME sector is the second largest in the world after China in terms of gross contribution to GDP, and
is considered as the backbone of the Indian Economy. It plays a vital role in terms of catering local
demands, exporting quality products throughout the globe and generating employment opportunities
for a vast segment of the society. The present position of MSME will be very unimaginable and
unpredictable after this epidemic.

As per the published information of the Ministry of Micro, Small and Medium enterprises, there are
around 63.4 million units throughout the country; it contributes around 6.11% of the manufacturing
GDP and 24.63% of the GDP from service activities as well as 33.4% of India's manufacturing output
(Goyal, 2020). Uttar Pradesh homes for the largest number of estimated MSME with a share of
14.20% of total MSME'’s in the country. West Bengal comes as a close second with a share of 14%,
followed by Tamil Nadu and Maharashtra at 8% (Government of India, 2020) have been able to
provide employment to around 120 million persons throughout the geographical expansion of the
country. Nearly 20% of the MSMEs are based in rural areas, indicating the deployment of significant
rural workforce (RBI, 2020). This exhibits the importance of the sector in promoting sustainable and
inclusive development as well as generating large scale employment, especially in the rural areas.

In spite of the major contribution of MSMEs in Indian economy, it is experiencing a major slow down in
its operations, now-a-days due to pandemic and nation wide lockdown. The Indian economy is facing
the same since the beginning of the year 2020. The rapid spread of the Covid-19 virus from the month
of March had added more misery to this sector.

According to a survey conducted by Kotak Institutional Equities, “only 7% of the small and medium
enterprises will be able to survive for more than three months with their cash in hand if their business
remains closed”. The declining revenue and capacity utilization of this sector had increased the
struggle for survival in this Covid-19 crisis.
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LITERATURE REVIEW

Prasad and Mondal (2020) tried to overview the probable impact of Covid-19 on Indian MSME
sector. The concluding remarks of this article reveal that there will be a big shock for new entrepreneur
and start up, they might shut down and some small businesses will be vanished. Jha and Kimar (2020)
in their research article provides a razor-sharp analysis of the recent announcement of the Finance
Minister regarding revival of the Micro, Small and Medium Enterprises (MSME sector) in the wake of
the Covid-19 crisis. Sahoo and Ashwani (2020) in their study aims to make an assessment of Covid-
19 on Indian economy by analyzing its impact on growth, manufacturing, trade and micro, small and
medium enterprises (MSME) sector, and highlights key policy measures to control the possible fallout
inthe economy.

Kumar (2020) in his article focused on the macroeconomic consequences of alockdown and its policy
implications in context of Indian economy. Mohan and Ali (2019) in their study give an insight into the
major opportunities or determinants and challenges faced by Indian MSMEs in marketing their
products through the E - platform. Major findings of the study revealed that there is a lack of
awareness among the MSME workers and skill is the largest challenge in the adaptation of E-platform
based marketing. Mohanty (2018) in his research work, conducted to analyze the operational
performance of MSME sector in the Indian economy for several years, major opportunities and
challenges faced by this sector. Under this study, the researcher proposed various recommendations
forthe improvement of this sector.

Research objectives

Based on the extensive review of available literature, it has been indentified that there is an utmost
need for not only to identify the present and emerging problems faced by MSMEs but also to provide
for a suitable conceptual framework or model, which will definitely help the internal management of
this sector to survive and boost its operations in post lockdown period. On the basis of the research
gap the following research objectives are formulated:

1. To identify the problems faced by the MSMEs sector due to the nationwide lockdown for the
spread of Covid-19 pandemic.

2. To propose a model which will help the internal management of the MSMEs sector to survive and
improve their performance in the postlockdown period.

METHODOLOGY

The study is based on descriptive analysis of available literature collected from various research
works, news reports and published information from various government websites. At first, the
researcher has collected relevant information and data regarding the impact of Covid-19 on MSME
sector and the policy measures adopted by the Indian government as well as foreign governments.
Then the available information has been clearly and conceptually analyzed to conclude on the
problems faced by MSMEs in this crisis.

After analyzing the various challenges faced by the MSMESs, a conceptual Model, namely the 5-C
(Cash Management, Cost Management, Choosing Technology, Create Local Supply chain and
Customer Management) model has been used in the present study to identify the ways to help the
MSMEs sector to survive and sustain in the post lockdown period. The model proposed is based on
the concept of practical application of theoretical knowledge for the internal management of the
MSMEs.

RESULTS AND DISCUSSION

Problems faced by MSMEs due to nationwide lockdown
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Itis of no doubt that the Indian economy, which is already sputtering since the beginning of this year,
growing at one of the lowest rates in the last six years. Apart from the continuing economic slowdown,
a new set of economic challenges unleashed by this pandemic, leaving many sectors in tatters. The
COVID-19 pandemic has led to massive disruptions to economic activities across countries, and
India is no exception. The pandemic will continue to disrupt the Global Value Chains (GVCs) and the
Global Supply Chains (GSCs), domestic production network, trade, services and MSMEs thereby
affecting overall growth and welfare.

The complete lockdown in the earlier days and currently the ongoing partial lockdowns have both
demand-side and supply-side effects on the Indian economy. The restrictions in movement of goods,
services and personnel have severely affected the production capacity of MSMEs. Decrease in
demand of goods has led to a plunge in economic activities and overall output growth leads to
employmentloss. This has led to a reduction in the economy’s disposable income, savings and giving
rise to unwanted uncertainty.

The COVID-19 pandemic has adversely impacted almost all sectors of Indian economy except few,
but it had worst hampered Micro, Small and Medium Enterprises (MSMEs) of India the most. The
havoc causality of MSME sector is seen from all available anecdotal evidences as hundreds of
thousands of migrant workers stranded across the country.

The prevailing pandemic affected major countries, namely, the US, China, Italy, Spain, Germany,
South Korea, France, the UK, are considered to be the major hubs of Global Value Chains (GVCs)
and global trade. India is experiencing a severe decline in exports of gems and jewelry, garments, tea,
seafood, etc., relating to the MSME sectors, which are mainly exported to these countries resulting in
the loss of millions of jobs. Moreover, the scenario has brought disruptions in the global supply chains
and production networks among and across several sectors, which have already affected India’s
manufacturing, trade, employment and growth, mostly to the MSMEs.

Source: https.//commerce.gov.in/trade-statistics/

Figure 1: Indian Export (in USD)

The fallout of the pandemic on Indian trade and commerce is visible as both exports and imports
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