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ARTICLE /05 

How Incentivisations Improve the MSMEs in Rajasthan 

Seema Pareek 

Ashok Pareek 

ABSTRACT 

MSMEs in Rajasthan are the most important sector which plays a vital role in employment, 

manufacturing, GSDP, export and regional balance. Rajasthan categorized as poor states in 

MSMES performance in the country while Maharashtra, UP, Tamilnadu are enjoying good status 

of MSMEs. The development of MSMEs is very crucial for economy. Rajasthan is agriculture 

based economy and in agrarian economy role of MSMEs becomes most important. Thus it is need 

of the hour to enhance the MSMEs in Rajasthan. There are many variables that affect the MSMEs 

but policies for MSMEs of the state playing an important role in performance of MSMEs. 

The paper tries to assess the policies of leading states. It attempts to analyses the comparison 

between the policies of the best performance states of the country with policy of Rajasthan state. . 

The secondary data has been used and presented in the form of table and interpretations have been 

made in light of the objectives of the study. 

The study suggests adopting the incetivisation policy for MSMEs in Rajasthan for strengthen it. 

Keywords: MSME, Incetivisation, Economic development 

Methodological keyword: Ratio 

INTRODUCTION 

Medium Small, Micro Enterprises (MSMEs) are considered as the backbone of India The MSME 

are contributing significantly in the economy by way of share in GDP, export and employment 

The domain of MSMEs is enhancing as they are producing diverse range of products and services 

to meet the demand of domestic and global market. The GVA of MSME is 39336788 crores which 

is 31.60 percent of total Gross Value Added of the country. The MSMEs shares 33 % in 

manufacturing and 28.77% in GDP Of the country. 

MSMEs are playing very important role in the industrial sector of India as well as Rajasthan. The 

contribution of MSMEs is very diversifying in the state. MSMEs contributions in some states are 

Very high while some have less contribution. Although every state have ample scope MSMEs in 

eTms of availability of raw material, skilled and semi skilled labourer, other resources yet 

performance of MSMEs of every state is diferent. 

Clate Professor (Economics), SRLS Govt PG College, Kaladera, Jaipur Rajasthan 

CEO, Jaipur Policy Research Centre (JPRC) Jaipur, Rajasthan 
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reasons like government policies, incentives, electricity charges, stamp 

high labour rates etc. 

Some states are not performing up to the mark as far as MSMEs is co 

nand a 

Performance of MSMEs in Uttar Pradesh, West Bengal, Maharashtra, Tamilme s 

Bihar Madhya Pradesh Rajasthan are doing not well as far as MSME is ighest whil s 

MSME is concerned. Ra Rajasthan 
miner one of the most potential states for growth of MSME having high densjity oe Rajash 

more. It is 
matter of concern for researchers as well as policy-makers to identify the Cause 

MSMEs despite high potentiality. There may be many endogenous and exogenaue 

can adversely affect the growth MSMES in the state. The state policy for MSMEs 

are the variables that directly affect the growth of MSME of any state. 

deposits, agriculture, animal husbandry, handicrafts, Gems and Jewellery andarious 

growth 

mi 

oles tha 

To study the current status & growth of MSMES and various problems faced by Msl 

identify the reasons of low growth of MSME in Rajasthan by comparing the state nat 

incentives with the highest performing state in the country. 

OBJECTIVE OF THE STUDY 

anc 

Srinivas, K. T. (2013) in his study entitled Role of MSMEs in inclusive growth conchudad a 

MSMEs has been termed as the engine for the growth of the Country, there has been 1gorous 

change in this sector. Poor infrastructure as well as the inadequate support provided by the State 

and central government. Somra, S.S. (2009) in his work explained the statistical estimation of te 

industrial functions in Rajasthan does not fully support the idea of positive relationship betwet 

the level of industrialization and its various determinant. Out of the three demand variables, 

agriculture production, per-capita income and trained manpower) only one i.e. per capita incom: 

bears a positive relationship with the degree of industrialization. But the increases in per capit 

income has been influenced more by the growth of income in mining and minerals sectors othe 

than manufacturing. As a result, the capacity of the industrial sector to stimulate the purchasn 
power of the people has been weakened. Similarly two of the five supply variables, name 
income from mining and infrastructure confirm to their prior relationship. In Toto, five of the en 
explainatory variables are negatively linked to the degree of industrialization .It signities that ine 
exists both demand and supply constraints in the process of industrialization. 

thar 

allenge 
A study done by Mukherjee (2001) who presented an outline of the role of SMES, posed by the several global forces, changes in the policy environment of SMES. 

lue of fixed assets 

gal ant 

In our study we are considering two variables -Employment ratio and value or evaluating the performance of MSME of the various states. Uttar Pradesh, w Maharashtra are the three highest performing states of the country as far as MSM 
IS Concerned.
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Table-1 

No. of No. of Employment Rank Value of Fixed | Rank State 

MSME Employment 
(in lacs) 

Ratio Assets 

(in lacs) 

89,99 165.26 1.83 561.6 2 Uttar 

Pradesh 

Maharashtra 47.78 90.77 2.83 679.4 

West Bengal 88.68 135.52 1.52 394.3 3 

Source: Annual Report 2017-18, Ministry of MSME, Government of India 

The data for the study has been collected from the various secondary sources such as government 

websites and various annual reports. The data has been presented in the form of table and 

interpretations have been made in light of the objectives of the study. 

As per above information presented in table I we conclude that Utar Pradesh despite having 

highest numbers of MSME attains the second rank. Maharashtra attains first rank among states. 

Hence Maharashtra is to be taken benchmark for comparing the policies and incentives with 

Rajasthan. 

Rajasthan is carrying development glitches due to typical topography, adverse geographical and 

socio economic conditions along with poor infrastructure. 

Rajasthan is still at the position of less developed industrial state in the country despite considered 

as a museum of minerals. The scope of establishment of large industries is less as compare to 

MSMEs due to various constraints. As per the availability of raw material and cheap labour the 

scope of MSMEs based on Handicrafts, Animal husbandry, Gems and jewellery, Agro based 

product, Khadi etc. thus MSMEs should be the central theme of industrial development of the 

state. 

The MSMEs (Micro, Small and Medium Enterprises) are the backbone of the economy of 

Rajasthan. The share of MSME of Rajasthan in the total annual exports from India is a significant

i.e. 8 percent. There are 75,000 MSME units in Rajasthan (as per the government portal). The total 

investment in this sector in Rajasthan is Rs 8,153 crore. This sector also provides employment to 

3.22 lacs people in Rajasthan; hence it is important from the point of view of employment 

generation. This sector also has forward and backward linkages to both the agricultural and 

industrial sectors of Rajasthan. The role of this sector in the exports of Rajasthan is also immense 

and significant. Therefore, there is a strong case for incentivisation of this sector in the state 

without any more delay. 
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The 
comparative 

analysis of Rajasthan 
with the Maha 

good position in terms of 
incentivisation, 

is tabulated 
below: -

aharashtra, where the MSI sector enjoys 40 

Table: 2 Comparative 
analysis of incentivisation of MSMEs in Rajasthan o.. 

Rajasthan 

nd Maharashtra 

Maharashtra 

Deseription 
The standard definition ac 
the MSME Act 2006 is beino 
used for incentive purpose 

S. No. 
Ones which have an 

Definition 
of Small Scale 

Industries only for serving 

as the 
criterion for Investment) up to Rs used 

providing 
incentives by the 

FCI (Fixed Capital 

Investment) up to Rs 
1. 

also 
50 crore 

State 

Nil 
15%-35% 

on 
Grants-in-Aid 

approved project cost 
No subsidy on electricity 

30%- 100% 
Electricity Subsidy on 

Consumption 

consumption 

provision of 50% subsidy on 
Electricity Duty (Obviously 
Electricity Duty does not 

However, 

amount to too much to act as 

an incentive- incentive 
should be on electricity 

consumption, which will 

prove to be a game changer) 

50% 
(Rebate/ 100% 

4. Subsidy 
Relaxation) on Stamp duty 

on purchase of land 

Source: Annual Reports 2016-17 MSME, Government of Maharashtra and Rajasthan 

From the above table 2 analysis, it is amply borne out that the incentive regime for MSME m 

Rajasthan is not up to the mark (to act as a puller) in Rajasthan as compared to Maharashtra. Su, 

instead of pulling investment in Rajasthan, it pushes it towards more attractive destinations ike 

Maharashtra. The MSMEs are the chariots of industrial development in Rajasthan, an ar 

incentive package to the MSME is the need of the hour to push industrial developic 

Rajasthan at the required level. 
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sUGGESTIONS

other Our study ascertains on the basis of comparative analysis of incentivisation of MSMES In 

developed states of India the following suggestions are being made for improving the status 

MSMEs in Rajasthan: 

Table: 3 Recommendations for improving the status of MSMEs in Rajastnan 

S. Present Item Recommendation
No. Status 

Definition of MSME for An industrial unit having a Fixed Capital 

Investment (FCI) of up to Rs 

50 crore will be treated as a SSI (Small 

Scale Industry) strictly for incentive 

Notthere at 
the purpose of present 
incentivisation 

purposes only. (For other purposes, the 

standard definition will apply as per the 

MSME Act 2006) 

Grants-in-Aid on project Nil (i) 50% grant for land purchase 
cost (i) 35% grant-in-aid for machinery 

purchase 

Subsidy on Electricity Nil (i) 50% subsidy on total electricity bill for 

"No Industry Districts"/ "Most Backward Bill 

Districts" (NIDs and MBDs) 

i) Re l subsidy per unit electricity 

consumption for rest of the districts 

(ii) Note -The above-mentioned 

subsidy on electricity is proposed for a 

period of 10 years only. 

100% subsidy on stamp duty for land 

purchase/ conversion 
4. Subsidy on Stamp Duty 50% 

subsidy on on land purchase and 

duty on land conversion stamp duty 
for land 

purchase/ 

conversion 

Source: Self computed 
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The above table highlights the factors responsible for differences in Derforn 

Rajasthan. A detailed study is required to assess the scope of incetivisation MSM 

Raiasthan. So it is súggested that the above suggestive policy may be framed ."MSM; 

itt 

nces of MSA, 
42 

of MSMiw 

strenghen tte 

It is quite clear that MSMEs policy in Rajasthan state is less incentivize 

Maharashtra policy. Incentivisation is playing a vital role in growth of MSMEs 

the comparisation of Utar Pradesh and Maharashtra. Uttar Pradesh is havina hi. 

MSMEs of the state. 

incentivize as compare 
ASMEs as it is depicte highest number 

Maharashtra which s MSMEs in the country but the Employment ratio is very weak compare to Mahar. 

beral and hijg having half of the numbers of MSMEs of Uttar Pradesh. Maharashtra has very libe. 

incetivisation policy that affects the efficiency of MSMEs. 

The share of MSME sector in both output and employment has remained more or lece 

Rajasthan due to various reasons but incentivisation is definitely playing a vital rola 
more or less stagnates 

role in groth oi 

MSMEs. 
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