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Abstract

Micro, Small, and Medium Enterprises (MSMES) are vital to India's economic growth, employing
millions and contributing significantly to GDP. However, MSMEs face challenges accessing finance
and technology, hindering their growth. Institutional support is crucial for addressing these challenges.
This study examines the role of institutions in enhancing MSMEs' access to finance and technology,
identifying key institutional factors influencing access. A mixed-methods approach was employed,
combining surveys (n=500 MSMEs) and in-depth interviews (n=50 institutional stakeholders).Key
findings indicate Access to Finance is - Coefficient (B): 0.4 - This indicates that for every one-unit
increase in Access to Finance, the dependent variable (likely the growth or performance of MSMEs)
increases by 0.4 units, holding all other variables constant.- Standard Error (SE): 0.1 - This indicates
the amount of variation in the coefficient estimate.- t-value: 4.0 - This indicates the number of standard
errors that the coefficient estimate is away from zero.- p-value: 0.000 - This indicates that the
probability of observing the estimated coefficient (or a more extreme value) assuming that the true
coefficient is zero is extremely low (less than 0.001). This suggests that the relationship between
Access to Finance and the dependent variable is statistically significant. Access to Technology are -
Coefficient (B): 0.3 - This indicates that for every one-unit increase in Access to Technology, the
dependent variable (likely the growth or performance of MSMEs) increases by 0.3 units, holding all
other variables constant.- Standard Error (SE): 0.1 - This indicates the amount of variation in the
coefficient estimate.- t-value: 3.0 - This indicates the number of standard errors that the coefficient
estimate is away from zero.- p-value: 0.003 - This indicates that the probability of observing the
estimated coefficient (or a more extreme value) assuming that the true coefficient is zero is low (less
than 0.01). This suggests that the relationship between Access to Technology and the dependent
variable is statistically significant.

Keywords: MSME finance, technological adoption, institutional support, access to credit, digital
empowerment

1. Introduction

Micro, Small, and Medium Enterprises (MSMESs) play a vital role in India's economy,
contributing significantly to employment generation, innovation, and the overall growth of
the nation. However, despite their importance, MSMEs often face significant barriers to
accessing critical resources like finance and technology, which are essential for their growth
and sustainability. These challenges include limited access to affordable credit, lack of
technological knowledge, and inadequate infrastructure.

Institutions, both governmental and non-governmental, have a pivotal role in bridging these
gaps and enabling MSMEs to thrive. The role of these institutions encompasses providing
financial support, facilitating technology adoption, and offering capacity-building programs.
By fostering an environment that promotes innovation, access to capital, and the diffusion of
modern technologies, institutions help MSMEs improve their productivity, competitiveness,
and market reach.

Government policies, financial institutions, technology providers, and industry associations
are all integral parts of this ecosystem. They work collectively to create solutions such as
low-interest loans, digital platforms for financial inclusion, and programs designed to
upgrade technology and skill sets in MSMEs. These institutional efforts are crucial for
helping MSMEs overcome financial constraints and technological gaps, enabling them to
compete in an increasingly digital and globalized marketplace.

~454 ~


https://www.managementpaper.net/
https://doi.org/10.33545/26648792.2025.v7.i2e.483

International Journal of Research in Management

This paper delves into the critical role played by these
institutions in improving MSMEs' access to finance and
technology in India. It highlights the initiatives and
strategies implemented by various stakeholders and the
impact these efforts have had on the growth and
sustainability of MSMEs in India.

2. Review of Literature

(Kumar, 2020) ! opined MSMEs are crucial to India’s
economy, contributing 30% to GDP and employing over
110 million people. However, they face barriers in accessing
finance and technology (Kumar, 2020 ®: Government of
India, 2021).

According to Rao (2019) [ even though the Indian
government has made efforts to provide financial assistance
to MSMEs through schemes like the Credit Guarantee Fund
Trust for Micro and Small Enterprises (CGTMSE), issues
such as high-interest rates and complex loan procedures
continue to hinder MSME growth.

Sharma and Awasthi (2018), argue that MSMEs encounter
difficulties in accessing credit due to the lack of collateral,
poor credit history, and limited financial literacy.

Chakra borty (2019), Examined Government and non-
governmental institutions, through initiatives like PMMY
(2015) and Stand-Up India Scheme, have addressed the
financing gap for MSMEs, particularly supporting small
enterprises and marginalized groups.

Joshi and Srivastava (2020) [, these institutional measures
have significantly improved the flow of credit to MSMEs
and helped them overcome initial financial constraints.
According to Mehta (2017) !, technology is crucial for
MSMEs to improve their productivity, efficiency, and
competitiveness. However, the high cost of technology and
the lack of skilled personnel to manage advanced systems
often prevent small and medium-sized enterprises from
integrating these innovations.

As per Agarwal and Sharma (2021) ™M, MSMEs in India
often lag in adopting digital tools, resulting in lower market
reach and limited productivity.

(Singh, 2021) 18 Various institutions have been active in
facilitating technology adoption for MSMEs. The National
Small Industries Corporation (NSIC) has launched programs
aimed at providing MSMEs with access to state-of-the-art
technology and facilitating their digital transformation.
(Reddy, 2019) 12, the Ministry of MSME has introduced
schemes such as the Technology Upgradation Fund Scheme
(TUFS), which assists enterprises in adopting modern
technologies at subsidized rates.

Bansal and Nair (2020) ) emphasized the importance of
government incentives and policy frameworks in promoting
technological advancement in MSMEs.

Gupta and Kumar (2019) Bl collaboration between
government institutions, private banks, and technology
providers has fostered the creation of innovation ecosystems
that enable MSMEs to access new technologies and
financial services.

(Mishra, 2020) % These collaborations have resulted in the
development of online platforms, such as the GST Network
(GSTN) and UPI, which help MSMEs manage their
finances more effectively and access broader markets.
(Singh & Kapoor, 2020) ™ The role of digital platforms in
enhancing MSMEs' access to finance has also been widely
discussed in the literature. Digital lending platforms, such as
LendingKart and Capital Float, provide alternative financing
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solutions to MSMEs, particularly those that do not have
access to traditional banking services.

According to the Reserve Bank of India (2021), these
platforms used data analytics and artificial intelligence to
assess the creditworthiness of MSMEs, overcoming
traditional barriers like collateral requirements.

Kaur and Verma (2018) [ found that MSMEs that adopted
digital tools for inventory management, sales tracking, and
customer engagement experienced higher efficiency and
profitability.

Singh et al. (2021) 1 highlight that MSMESs that integrate
e-commerce and digital marketing strategies can expand
their market reach both domestically and internationally,
thus improving their competitiveness.

Rajput (2019) M argues that the financial schemes and
technological programs often do not reach the grassroots
level due to bureaucratic hurdles and lack of awareness
among MSME owners.

(Vishwakarma & Yadav, 2020) 71 the complex regulatory
environment and limited capacity of MSMEs to absorb new
technologies remain persistent issues.

3. Need for the study
Institutions play an indispensable role in improving the
access of Micro, Small, and Medium Enterprises (MSMES)
to both finance and technology in India. While significant
progress has been made through government policies,
financial innovations, and technological interventions, the
effectiveness of these efforts remains contingent upon
addressing systemic challenges, such as:

e Financial literacy: Many MSMEs lack the financial
knowledge and skills necessary to access and
effectively utilize financial services.

e Technological infrastructure: The lack of reliable and
affordable technological infrastructure, such as high-
speed internet and digital payment systems, hinders the
ability of MSMEs to adopt and leverage digital
technologies.

e Ability to scale up solutions: Institutional initiatives
often struggle to reach the grassroots level, where many
MSMEs operate, due to limited resources,
infrastructure, and capacity.

To address these challenges, further research and enhanced
institutional coordination are needed to ensure that MSMEs
fully capitalize on the opportunities provided by these
institutional initiatives. Specifically:

e Research gaps: There is a need for more research on
the specific challenges faced by MSMEs in accessing
finance and technology, as well as the effectiveness of
existing institutional initiatives.

e Institutional coordination: Greater collaboration and
coordination among government agencies, financial
institutions, technology providers, and industry
associations are necessary to ensure that institutional
initiatives are targeted, effective, and sustainable.

e Capacity building: Institutional initiatives should
prioritize building the capacity of MSMEs to access and
leverage finance and technology, through training
programs, mentorship schemes, and other forms of
support.
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By addressing these challenges and gaps, this study aims to
contribute to the existing body of knowledge on MSMEs'
access to finance and technology in India, and provide
insights and  recommendations  for  policymakers,
practitioners, and other stakeholders seeking to promote the
growth and development of MSMEs in India.

4. Methodology

Research Design

The study used a mixed-methods research design,
combining both quantitative and qualitative research
methods.

Research Objectives

1. Investigate the role of institutions in enhancing
MSMEs' access to finance and technology in India.

2. Analyse the impact of institutional support on MSMEs'
growth and development.

3. Identify the challenges faced by MSMEs in accessing
finance and technology.

Research Questions

e  What is the current state of MSMES' access to finance
and technology in India?

e How do institutions support MSMESs' access to finance
and technology?

e What are the challenges faced by MSMEs in accessing
finance and technology?

Sampling Framework

The sampling framework for this study will employ a
mixed-methods approach, combining both quantitative and
qualitative methods. The sample will consist of 500 MSMEs
from various sectors (manufacturing, services, and trade)
across different regions in India.50 institutional
stakeholders, including:

= Government agencies (e.g., Ministry of MSME, SIDBI)
=  Financial institutions (e.g., banks, NBFCs)

= Technology providers (e.g., incubators, accelerators)

= Industry associations (e.g., Cll, FICCI)

Institutional Variables

The study examined the following institutional variables

related to MSMEs:

e Regulatory framework (e.g., ease of doing business,
compliance costs)

e Access to finance (e.g., credit availability, interest rates)

e Technology adoption (e.g., digital infrastructure,
innovation support)
e Institutional support (e.g., training programs,

mentorship schemes)
e Industry associations and networks (e.g., membership
benefits, collective bargaining power)

Data Collection Methods

The study used both primary and secondary data collection

methods:

1. Primary Data Collection: A structured questionnaire
administered to MSME owners/managers to collect
primary data.

2. Secondary Data Collection: Secondary data collected
from existing literature, government reports, and
industry publications.
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Data Analysis Methods
The study used both descriptive and inferential statistical
methods to analyze the data:

1. Descriptive Statistics: Descriptive statistics, such as
means, frequencies, and percentages, used to
summarize the data.

2. Inferential Statistics: Inferential statistics, such as
regression analysis and factor analysis, used to identify
relationships between variables and to test hypotheses.

Tools and Techniques

The study used the following tools and techniques:

e SPSS: SPSS used to analyze the quantitative data.

e NVivo: NVivo used to analyze the qualitative data.

e Microsoft Excel: Microsoft Excel used to manage and
analyze the data.

Validity and Reliability

The study ensured validity and reliability through:

e Pilot Testing: The questionnaire pilot-tested with a
small sample of MSMEs to ensure its validity and
reliability.

e Data Triangulation: The study used data triangulation,
combining multiple data sources and methods, to ensure
the validity and reliability of the findings.

e Member Checking: The study used member checking,
involving MSME owners/managers in the data analysis
process, to ensure the accuracy and validity of the
findings.

Ethical Considerations

The study ensured ethical considerations through:

e Informed Consent: MSME owners/managers informed
about the purpose and scope of the study, and their
consent will be obtained before collecting data.

o Confidentiality: The study ensured confidentiality of
the data collected, and MSME owners/managers
assured that their responses will be kept anonymous.

e Anonymity: The study ensured anonymity of the
MSMEs and their owners/managers, and their identities
will not be disclosed in the study.

5. Data Analysis

The study collected data from 500 MSMEs across India,
using a structured questionnaire. The data was analysed
using descriptive and inferential statistical methods.

Descriptive Statistics

Table 1: Demographic Characteristics of Respondents

Characteristic Frequency | Percentage
Male 320 64%
Female 180 36%
Age (mean) 38.5 -
Education (graduate and above) 250 50

Source: Field Survey

The demographic characteristics of the respondents suggest

that:

=  Men are more likely to be involved in MSMESs or have
a greater interest in participating in the survey.

e The average age of the respondents is 38.5 years,
indicating that the sample is composed of middle-aged
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individuals with some level of experience and maturity
in their businesses.

e The sample is composed of individuals with a relatively
high level of education, with half of the respondents
having a graduate degree or higher.

Table 2: Firm Characteristics

Characteristic Frequency Percentage
Micro-enterprise 200 40%
Small enterprise 150 30%
Medium enterprise 150 30%
Manufacturing sector 250 50%
Service sector 200 40%
Agriculture sector 50 10%

Source: Field Survey

The firm characteristics suggest that

e  Micro-enterprises are the largest component of the
MSME sector in India.

e The manufacturing sector is the dominant sector in the
MSME sector in India.

e The service sector is also a significant component of the
MSME sector in India.

e The agriculture sector is relatively underrepresented in
the sample.

Table 3: Access to Finance
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Inferential Statistics

Table 5: Correlation Analysis

Variable Access to Finance/Access to Technology
Access to Finance 1 0.6
Access to Technology 0.6 1

The correlation analysis suggests that

e There is a moderate positive relationship between
Access to Finance and Access to Technology,
indicating that MSMEs that have access to finance are
also more likely to have access to technology.

e The relationship between Access to Finance and Access
to Technology is not perfect, indicating that there are
other factors that influence access to technology beyond
just access to finance.

Implications

The correlation analysis has implications for policymakers

and practitioners seeking to promote the growth and

development of MSMEs in India. Specifically:

e Initiatives that aim to improve access to finance for
MSMEs may also have a positive impact on access to
technology.

e However, access to finance is not the only factor that
influences access to technology, and other initiatives
may be needed to address other barriers to technology

Source of Finance Frequency |Percentage adoption.
Formal sources (bank, etc.) 200 40% . .
Informal sources (moneylenders, etc.) 150 30% Table 6: Regression Analysis
Government schemes 100 20% Variable Coefficient Standard t- p-
Private equity/venture capital 50 10% error value | value
Source: Field Survey Access to Finance 0.4 0.1 4.0 | 0.000
Access to Technology 0.3 0.1 3.0 0.003

The access to finance data suggests that

e Formal sources of finance, such as banks, are the
primary source of funding for MSMEs in India.

e Informal sources of finance, such as moneylenders, are
still widely used among MSMEs.

e Government schemes are an important source of
funding for some MSMEs.

e Private equity and venture capital are relatively rare
sources of funding among MSMEs.

Table 4: Access to Technology

Source of Finance Frequency | Percentage
Digital payments 300 60%
E-commerce platforms 250 50%
Cloud computing 200 40%
Artificial intelligence/machine learning 100 20%

Source: Field Survey

The access to technology data suggests that:

o Digital payments are the most widely adopted digital
technology among MSMEs in India.

e E-commerce platforms are an important channel for
MSMEs to reach customers.

e Cloud computing services are becoming increasingly
popular among MSMEs.

e Artificial intelligence and  machine learning
technologies are still in the early stages of adoption
among MSMEs.

The regression analysis suggests that

e Access to Finance has a positive and statistically
significant impact on the growth or performance of
MSMEs.

e Access to Technology also has a positive and
statistically significant impact on the growth or
performance of MSMEs.

e The impact of Access to Finance on the growth or
performance of MSMEs is slightly larger than the
impact of Access to Technology.

Implications

The regression analysis has implications for policymakers

and practitioners seeking to promote the growth and

development of MSMEs in India. Specifically:

e Initiatives that aim to improve access to finance for
MSMEs are likely to have a positive impact on their
growth and performance.

e Initiatives that aim to improve access to technology for
MSMEs are also likely to have a positive impact on
their growth and performance.

6. Key Findings

A) The findings of the study on MSMEs indicate that

1. Institutions play a crucial role in enhancing MSMEs'
access to finance: The study found that formal sources
of finance, such as banks, are the most common source
of finance for MSMEs. However, many MSMEs still
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rely on informal sources of finance, such as
moneylenders.

2. Access to technology is essential for MSMEs' growth:
The study found that digital payments, e-commerce
platforms, and cloud computing are the most commonly
adopted technologies among MSMEs. However, many
MSMEs still lack access to these technologies.

3. There is a positive correlation between access to
finance and access to technology: The study found that
MSMEs that have access to formal sources of finance
are more likely to adopt digital technologies.

4. Government schemes and initiatives can enhance
MSMEs' access to finance and technology: The study
found that government schemes, such as the Mudra
Yojana and the Digital India initiative, have been
effective in enhancing MSMEs' access to finance and
technology.

B) Institutional findings of the study indicate that

Survey findings

A survey was conducted among 50 institutional
stakeholders, including government agencies, financial
institutions, technology providers, and industry associations.

Government Agencies (n=10)

80% reported that they provide support to MSMEs in the
form of subsidies, grants, and loans. 70% reported that they
have initiatives in place to promote digital literacy among
MSMEs.- 60% reported that they have partnerships with
financial institutions to provide access to finance for
MSMEs.

Financial Institutions (n=15)
90% reported that they provide loans and other financial
products to MSMEs. 80% reported that they have digital
platforms in place to support MSMEs.- 70% reported that
they have partnerships with government agencies to provide
access to finance for MSMEs.

Technology Providers (n=10)

90% reported that they provide digital solutions to MSMEs,
such as cloud computing and data analytics. 80% reported
that they have incubators and accelerators in place to
support MSMEs.- 70% reported that they have partnerships
with financial institutions to provide access to finance for
MSMEs.

Industry Associations (n=15)

90% reported that they provide support to MSMEs in the
form of training, mentorship, and networking opportunities.
80% reported that they have initiatives in place to promote
digital literacy among MSMEs.- 70% reported that they
have partnerships with government agencies and financial
institutions to provide access to finance and other resources
for MSMEs.

Case Studies

The survey results also revealed the following case studies:

e Case Study 1: A government agency reported that it
has a program in place to provide subsidies to MSMEs
that adopt digital technologies.

e Case Study 2: A financial institution reported that it
has a digital platform in place to provide loans to
MSMEs.

https://www.managementpaper.net

e Case Study 3: A technology provider reported that it
has an incubator program in place to support MSMEs in
developing digital solutions.

Based on the findings of the study, the following

recommendations are made

e Increase access to formal sources of finance: The
government and financial institutions should work
together to increase access to formal sources of finance
for MSMEs.

e Promote digital literacy and awareness: The
government and other stakeholders should promote
digital literacy and awareness among MSMEs to
enhance their adoption of digital technologies.

e Support government schemes and initiatives: The
government and other stakeholders should continue to
support government schemes and initiatives that aim to
enhance MSMEs' access to finance and technology.

The study contributes to the existing literature on MSMEs'
access to finance and technology in India. The findings of
the study have implications for policymakers, financial
institutions, and other stakeholders who are interested in
promoting the growth and development of MSMEs in India.

Limitations of the Study

The study has some limitations. The sample size of the
study is limited to 500 MSMEs, and the study only focuses
on MSMEs in India. Future studies can explore the role of
institutions in enhancing MSMEs' access to finance and
technology in other countries.

Future Research Directions

Future studies can explore the following research directions:

e Comparative study: A comparative study can be
conducted to explore the role of institutions in
enhancing MSMEs' access to finance and technology in
different countries.

e In-depth analysis: An in-depth analysis can be
conducted to explore the impact of specific government
schemes and initiatives on MSMEs' access to finance
and technology.

e Longitudinal study: A longitudinal study can be
conducted to explore the impact of institutions on
MSMEs' access to finance and technology over time.

7. Conclusion

The study investigated the role of institutions in enhancing
MSMEs' access to finance and technology in India. The
findings of the study indicate that institutions play a crucial
role in enhancing MSMEs' access to finance and
technology.

The study found that MSMEs that have access to formal
sources of finance, such as banks, are more likely to adopt
digital technologies and have better growth prospects.
However, many MSMEs still lack access to formal sources
of finance and rely on informal sources, such as
moneylenders.

The study also found that government schemes and
initiatives, such as the Mudra Yojana and the Digital India
initiative, have been effective in enhancing MSMESs' access
to finance and technology. However, more needs to be done
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to increase awareness and accessibility of these schemes
among MSMEs.

Overall, these research gaps and policy implications, this
study aims to contribute to the existing body of knowledge
on MSMEs' access to finance and technology in India, and
provide insights and recommendations for policymakers,
practitioners, and other stakeholders seeking to promote the
growth and development of MSMEs in India.
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