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Background : MSME Sector’s Competitiveness in the era of Liberalisation

India, post 1991, forced to integrate itself with world economy, could not help but expose small enterprises to stiff 

competition.[1] Several countries including India have entered into Preferred Trade agreements, Free trade 

agreements and Comprehensive Economic agreements[2].The focus of these countries has been to improve trade in 

areas of competitive advantage. Small industries had no other go but adjust themselves to new situations. With loss of 

protective cover and sheltered environment, MSMEs started withering at least initially. [2]

One of the issues with Indian MSMEs (then SSIs) is that the ‘Value addition’ and incremental value of capital 

equipment has been found to be low and inadequate. This combined with lower productivity levels did not allow the 

MSMEs to capitalize opportunities, say for instance, in the defense and telecommunication sectors, despite the thrust 

created by the government in this area. Further, competitiveness of MSMEs consists of excellence in domestic value 

addition and technological depth in manufacturing. Indian MSMEs are generally found to be lacking on both these 

fronts. While we comfortably missed the bus of “Manufacturing Sector’s Industrial Revolution”, the world moved 

on to adoption of green technologies. The motto these days is’ 

Clean and Green'[3]  global competitiveness, among others, is measured in terms of environmental audit, water 

conservation initiatives by industries, waste water management, rain water harvesting, thrust given to renewable 

energy and such other practices.
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Abstract

NMCP was introduced in the year 2006-2007 for supporting the MSME sector to increase their competitiveness in 

the globalized era. Even after a decade, the performance of the programme has not been evaluated so far and there is 

no word of that as well. Thus a research on the evaluation of the relevance and implementations challenges was 

carried out. A structured questionnaire was administered to 200 respondents and the responses were tabulated and 

analyzed with respect to awareness, relevance and implementation of NMCP.It was found in the study that the 

MSMEs have a generic awareness of NMCP and feel that the components of the NMCP are very relevant for them. 

However, the ministry of MSME was found to be lagging in the implementation support. The factor analysis of 

challenges faced by MSME has revealed that the programme, as defined, would definitely be able to support the 

MSMEs to face challenges effectively. However, the implementation lag is making the challenges more pronounced 

and hence attention should be directed towards effective and proactive implementation.
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Liberalized environment for MSMEs [4] is seen both as an opportunity and challenge. Among several imperatives 

for MSMEs, two aspects stand out tall and clear. They are a) Technological upgradation and b) Financial architecture 

of MSME sector. To address the technological upgradation issue, a National Manufacturing Competitiveness 

Program was conceptualized. The second requirement of MSMEs is also adequately addressed by government of 

India. In the Union Budget for 2014-2015, government announced formation of a committee to look into financial 

architecture of MSMEs threadbare and make suitable recommendations. [5]

Research Methodology

Introduction of National Manufacturing Competitiveness Programme

Government of India announced a comprehensive package known as National Manufacturing Competitiveness 

Programme for enabling MSME sector to face and stand up to the pressures and challenges unleashed in the wake of 

liberalisation and globalisation. It was essentially to enhance the domestic and global competitiveness of MSME 

sector in India. Government of India had due deliberations with various stakeholders of MSME sector and came out 

with an appropriate package of components/schemes under the programme. The programme was conceptualized and 

finalized on December 7, 2005. Government of India accepted the scheme in toto and announced implementation in 

the budget for the year 2006-2007. 

The objective behind NMCP is to enhance the manufacturing competitiveness of Indian small scale industrial sector 

in all possible ways. Liberalisation, in its wake, has brought forth both challenges and opportunities. To succeed, 

Indian Small Scale Industries have to integrate themselves with the world economy by way of increasing 

competitiveness either in terms of production or marketing if not both.6 It is, per se, extremely difficult to cope with 

the pressures with the present size, resources, financial capability. Adjusting to new markets, market players, market 

instruments and market mechanism is the need and imperative which NMCP components seek to address eventually. 

NMCP Components

National Manufacturing Competitiveness Programme has the following components. All these schemes are in 

different stages of implementation. They are:

w  Lean Manufacturing Competitiveness Scheme

w  Design Clinic Scheme

w  Technology and Quality Upgradation Support to MSMEs ( TEQUP)

w  Quality Management Standards and Quality Technology Tools ( QMS and QTT)

w  Entrepreneurial and Managerial Development through Incubators

w  Marketing Assistance and Technology Upgradation Scheme

w  Financial Assistance for Bar Code

w  Cluster Development Programme for MSMEs ( CDP)

w  Credit Linked capital Subsidy Scheme for technology upgradation ( CLCSS)

Need for study on awareness and implementation of NMCP components

Among various schemes and programs initiated by ministry of MSME, government of India, National 

Manufacturing Competitiveness Program is the flagship program intended to address issues and problems of 

MSMEs in India and help them benchmark themselves internationally in terms of growth, contribution to GDP, 
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be implemented in piecemeal manner rather than holistically. Successive annual reports of MSME ministry 

including that of 2016-17, make no mention on the performance or implementation efficacy of these components. 

Government of India claims that NMCP is an on-going program and hence it may undertake a nationwide survey on 

NMCP implementation at a later stage.

However, the author of this paper under the guidance of his Ph.D guide is presently working on a Ph.D thesis on the 

topic, 'A study on Implementation and its impact on MSMEs - With special reference to Karnataka'. Towards this 

end, a field study of 200 micro, small and medium enterprises has already been completed. The structured 

questionnaire covers several dimensions relative to full thesis requirements.  The analysis of the data is also 

completed by way using relevant statistical tools and programs.

For this paper, the data analysis pertaining to awareness of NMCP components among MSMEs and the challenges 

perceived by MSME units under survey is considered. The foregoing description may throw enough on the caption 

of this paper. 

Results and discussions

Since the NMCP components have been in vogue for ten years now, a study of 200 MSMEs was undertaken with a 
view to understand the awareness levels and contribution of the NMCP towards the competitiveness of MSMEs. The 
objectives of the research were

1.   To understand the level of awareness about NMCP components among the MSMEs
2.   To determine the contribution of NMCP towards increase in the competitiveness of MSMEs

A questionnaire containing issues on NMCP matters was personally administered and the responses were 
documented. Responses particularly on awareness levels, implementation levels, benefits of implementation and 
challenges faced by MSMEs were formulated and responses were collected. The data thus collected was tabulated, 
cleaned and made ready for analysis.

Analytical Framework:

For the first objective, a simple percentage analysis was carried out to measure the level of people's awareness. For 
the second objective we conducted a factor analysis of the challenges being faced, to reduce the number of variables 
and group them into factors having similar constructs. The resultant factors were seen in the light of the components 
of NMCP to see if the NMCP could really contribute to the MSMEs. The results of the analysis are presented below.

Discussion

Objective - 1: To understand the level of awareness about NMCP components among the MSMEs
Generic Awareness about NMCP

From our survey it is clear that all the respondents are aware of the NMCP components. This also validates the sample 
taken by the researcher. We can infer from the above that all responses were obtained from people who have 
sufficient knowledge of NMCP components. Thus, the information provided in the questionnaire is from a valid and 
reliable base of respondents.69% of the respondents are aware of the components but they have not availed any 
benefits from MSME and they also have implemented some components independent of the support from MSME. 
This tells us that while MSME has been quite successful in creating awareness about NMCP components, there 
exists a gap in the implementation support.



Table 1: Showing the Level of General Awareness of NMCP Components

P0

138

62

138

62

Option Label Yes No

A

B

C

D

E

200

62

138

62

138

34 ANUSANDHANA - Journal of Science, Engineering and Management, Vol-05, Issue - 02, December 2016

It is also noteworthy that 31% of the respondents have implemented additional programs, other than NMCP 
components and that too on their own. These organizations are forward looking and they are striving for enhancing 
their competitiveness. This also indicates that the NMCP is relevant and needed, despite the gap in the 
implementation support.

Satisfaction of interactions with Ministry MSME

From table - 2 below, we can see that all the respondents have approached Ministry of MSME at some point of time 
for some help or the other. We can infer that sufficient interactive experience is available with the respondents to 
judge their leavel of satisfaction about their interactive experience.

From Figure - 2 below, we can see that 46.5% of the respondents have expressed dissatisfaction with the interaction 
experience with Ministry of MSME. Further 16% are neither satisfied nor dissatisfied with the interaction 
experience. Only 37% of the respondents have expressed that they are satisfied about the interaction with the 
Ministry of MSME. The higher level of dissatisfaction maybe the reason for lack of motivation to implement inspite 
of high general awareness about NMCP.

Fig 1: Showing Level of General Awareness of NMCP Scheme

General Awareness Level of
NMCP

Implemented..

Implemented..

Implemented..

Aware but not..

Not Aware of NMCP

0 100 200 300

Frequency

Yes

No



Table 2: Showing the Number of Organizations that Approached MSME for some help

Yes

No

Total

200

0

200

Value Frequency Percentage

100

0

100
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Awareness about the various components of MSME

From Figure -3, below, it is clear that the awareness about the following components is very high.

A. Lean Manufacturing Competitiveness Scheme

B. Design Clinic Scheme

C. TEQUP

D. QMS & QTT

E. CLCSS

More than 30% of the respondents are aware of these components. More than 85% of the respondents are unaware of 

the other schemes.  The schemes where awareness is very low are

A. Entrepreneurial and Managerial Development through Incubators

B. Marketing Assistance and Technology Upgradation Scheme

C. Financial Assistance for Barcoding

              D. Cluster Development Program for MSMEs’.

Fig 2: Showing the Level of Satisfaction about the Interaction Experience with MSME

Level of Satisfaction about the
Interaction Experience with

Ministry of MSME

47% 37%

16%

Highly Satisfied

Satisfied

Neither Satisfied
Nor Dissatisfied



From this we can infer that though Ministry of MSME is successful in creating general awareness about NMCP, it has 

not gone into detail about creating awareness in individual components of NMCP.

However, even for those components where awareness level is very high, one can find that implementation is 

negligible. Only one scheme that is CLCSS (Credit Linked Capital Subsidy Scheme) has found some level of success 

in implementation. 27% of the respondents have said that they were both aware and have implemented the CLCSS 

scheme. The limited success of CLCSS may be attributed to the role banks have played in promotion and utilization 

of the scheme, rather than the role played by Ministry of MSME. This also maybe one of the reasons for the 

dissatisfaction of the respondents towards Ministry of MSME interactions. 
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Fig 3: Showing the Level of Awareness and Implementation of Different Schemes under NMCP
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Awareness about Lean Management Practices

From Figure - 4, we can order the benefits of Lean Manufacturing practices from top to bottom as below:

A. Reduced Manufacturing Costs

B. Reduced Engineering Time

C. Improved Process Flows

D. Better Space Utilization

E. Personnel Management

F. Scientific Inventory Management

We can infer from the above that most MSME units face cost and time pressures as they have focused on 

ReducedManufacturing Cost and Reduced Engineering Time as the prime benefits of Lean Manufacturing. 

It is noteworthy that 67% of the respondents felt that Lean Manufacturing leads to all the benefits listed. This 

indicates the high degree of awareness and the positive attitude that respondents have towards Lean Manufacturing 

practices. Only 33% of the respondents feel that Lean Manufacturing will not give one or more of the benefits listed. 

While, the reason for this has not been explored by the researcher, it maybe because of the limited knowledge of these 

firms. As Lean Manufacturing is one of the major and focal components' of NMCP, this finding further demonstrates 
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the importance of NMCP in the present context, to enhance the competitiveness of SMEs'.

From Illustration - 5 above within Lean Manufacturing practices, implementation is limited only to 5S and 

developing Standard Operating Procedures. This indicates that tahe SMEs are in only the introductory stage of Lean 

Implementation. The lower levels of implementation in other areas like KanBan, Poka Yoke, VSM, TPM, etc., 

require additional training/support/expertise. This highlights the need for hand holding of MSMEs by the Ministry 

and brings out the need for a more pro-active implementation of NMCP.

Objective - 2: To determine the contribution of NMCP towards increase in the competitiveness of MSMEs
Benefits Achieved through NMCP

From the table below it is clear that SMEs are putting significant efforts on their own in achieving the benefits of 
NMCP such as 

A. Reduction in Manufacturing Cost
B. Reduction in Wastages
C. Increase in Productivity
D. Efficient and Effective Inventory Management
E. Improved Process Flow
F. Reduced Engineering Time
G. Better space utilization
H. Reduction in Rejection levels and incidents
I. Reduction in customer complaints and grievances
J. Reduction in Wastages
K. Continuous Improvement

Almost all the respondents (more than 99%) have said that the above benefits were achieved through their own 
effort. 

Fig 5 : Showing the level of Implementation of Lean Manufacturing practices
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It is also evident that the support of MSME has been minimally utilized. Only 3% of the respondents have said that 

they have taken the support of Ministry of MSME for implementing select programs. Also from some of the findings 

in the previous section, we can see that the implementation of lean practices is done in a piecemeal manner. 

Combined with the fact that a majority of the benefits are being achieved by the SMEs on their own, this makes a 

strong case for an integrated approach to the implementation of the NMCP and its components. We can also see that 

the SMEs expect to be supported in a few areas such as

A. Adoption of International Best Practices

B. More Exposure to Consultancy Services and Expert Intervention

C. Better Access to Bank Finance and Subsidies

D. Usage of Quality Technology Tools and Quality Management Systems

Table 3: Showing the Self/Ministry of MSME effort in achieving the benefits of NMCP

Option Label
Own
Effort

Through
MSME

Need
Support

A

B

C

D

E

F

G

H

I

J

K

Reduction in manufacturing cost

Reduction in wastages

Increase in productivity

Reduced engineering time

Better designing abilities and applications

Usage of quality technology tools and qms

Adoption of international best practices

Improved personnel management

Better space utilization

200

197

193

181

191

191

153

63

2

131

142

0 0

0 0

0 0

0 0

0 0

0 0

0 13

1 53

1 195

0 2

0 0

0

0

0

0

1

1

1

1

24

13

0

0

190

115

0

0

L

M

N

O

P

Q

R

S

Increase in market access and market share

Increased competitiveness

Reduction in rejection level and incidents

Reduction in customer complaints and grievances

More exposure to consultancy services and expert interventions

Reduction in wastages

Continuous improvement

117

157

174

177

6

68

197

197
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In these areas, the SMEs have not been able to achieve any success on their own and expect the support of the 

Ministry. It is also noteworthy that these are the areas where external intervention is necessary as the work is out of 

scope of the individual SMEs. However the intervention is necessary to give a competitive edge to them.

The fact that SMEs are putting their own efforts to achieve the benefits of NMCP, once again proves the relevance of 

the scheme. However, the piecemeal approach being followed by the SMEs and the non pro-active stance by the 

ministry is not bringing the said benefits to a level that is required for our country to be competitive in the global 

arena. Thus, Ministry of MSME must now look forward for putting together an integrated approach with a sharp 

focus on where the SMEs are not able to cope up on their own so that the benefits may be amplified in the near future.

The following table (Table - 4) lists the benefits associated with different NMCP components. It is quite evident from 

the below table that the Lean Manufacturing System, when implemented properly, gives the maximum number of 

benefits to the SMEs'. From previous findings, we can see that this implementation itself is done in a piecemeal 

manner. Also, from previous findings, we know that 67% of respondents felt that Lean Manufacturing System leads 

to several benefits listed above. 

Table 4: Showing the benefits associated with each scheme of NMCP

Scheme

Reduction in manufacturing Costs, Reduction in Wastages, Increase in Productivity. Better 

Inventory Management, Improved Process Flow, Reduced Engineering Time, Adoption of 

International Best Practices Improved Personnel Management, Better Space Utilization, Increase 

in competitiveness, Reduction in customer complaints, Continuous Improvement.

Lean Manufacturing

Design Clinic
Improved Process Flow, Reduced Engineering Time, Better Design Capabilities, Adoption of 

International Best Practices.

Usage of quality technology tools and QMS, Adoption of International Best Practices, More 

exposure to Consultancy Services and Expert Intervention, Continuous Improvement
Technology and

Quality Upgradation

Incubators

QMS/QTT

Increase in Market Access and Market Share, Increased competitiveness,

More exposure to Consultancy Services and Expert Intervention

Market Assistance and

Technology Upgradation

Increase in Market Access and Market Share, Increased competitiveness,

More exposure to Consultancy Services and Expert Intervention

Financial Assistance

in Barcode

Better Inventory Management, Adoption of International Best Practices, Better Space 

Utilization, Increase in Market Access and Market Share, Increased competitiveness

Cluster Development
Increase in Market Access and Market Share, Increased competitiveness, More exposure to 
Consultancy Services and Expert Intervention, Better Access to Bank Finance and Subsidy 
Support

CLCSS Better Access to Bank Finance and Subsidy Support
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Thus, we can see that the respondents, having assessed the benefit of the system, have tried their own piecemeal 

approach to implement and have seen limited benefits accrue to them because of such implementation. The fact that 

they seek support in terms of international exposure and also seek expert advice and guidance shows that they have a 

sense of their own limitations in implementation of the system. Let us take the case of Design Clinics. From previous 

findings (Figure - 3) it is clear that 92% of the respondents are aware of the scheme and its benefits. However, when it 

comes to implementation, 92.17% of the respondents (Table - 4) have made their own efforts in bringing about 

product and process design changes. The rest 7.83% of the respondents look up to Ministry of MSME for help. If we 

bring together the fact that "Adoption of International Best Practices" is also a strong expectation of SMEs, we can 

say that many SMEs may want the help of Ministry of MSME to help them in this specific area when it comes to 

Design Clinics.

The next noteworthy scheme is CLCSS or Credit Linked Capital Subsidy Scheme. From previous findings and 

discussion we can say that this is also a scheme where awareness level is higher. From Illustration - 3, we see that the 

awareness level is around 59.5% and the implementation level is 27%. However, from Table - 3, we can see that 

about 62.5% of the respondents seek the support of Ministry of MSME in terms of Better Access to Bank Finance and 

Subsidy Support. Thus, though this scheme is popular and there is higher rate of implementation, support is still 

wanting. The limited success in terms of implementation may also be attributed to the efficacy of the banking system 

through which the scheme is pushed. Thus, taking cue from such practice the Ministry of MSME might want to 

partner with likely agencies in order to take the programs forward and improve their reach and execution.

For programs such as "Entrepreneurial and Managerial Development through Incubators", "Marketing Assistance 

and Technology Upgradation Scheme", "Cluster Development Program" and "Financial Assistance for Barcode", 

the awareness level itself is very low. From Illustration-3 we can see that more than 85% of the respondents have said 

that they are not aware of such schemes.

The findings are similar for the components Technology and "Quality Upgradation" and "Quality Management 

Standard" schemes. Since the awareness is low, the benefits of these programs are not being accrued and enhanced by 

even the SMEs' own efforts. Thus, the ministry of MSME must pay attention not only to create awareness about these 

programs and related benefits, but must render adequate implementation support to the SMEs.

So, we can conclude from the above that though NMCP is relevant for increasing the competitiveness, its 

effectiveness largely depends on the support rendered by the Ministry in integrated implementation of various 

aspects of the program. Such an integrated view cannot be expected to be conceived by SMEs as they do not have the 

expert support needed to visualize, let alone execute, the various components of the program. Further, it is also not in 

their scope to do so. Hence, the role of the Ministry in supporting the program is far more critical than earlier, as the 

program is not only relevant but also required and sought after by the SMEs.

Factor Analysis of Challenges Faced by SMEs

From systematic literature review 19 variables related to the challenges faced by SMEs were listed out. These 

challenges were presented to the respondents and they were asked to rate each challenge on a Linear Scale. Since the 

number of variables was very large Factor Analysis was used for data reduction. The results are discussed below.
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Test of Instrument Reliability and sample adequacy:

Chronbach's Alpha was used to test instrument reliability and KMO was used to assess sample adequacy. Both were 

found to be satisfactory as found in the following table. 

Table 5 : Showing the result of tests done before Factor Analysis

Factor Analysis :

The preliminary exploration using Eigen values and a correlation plot suggested a 6 Factor model. Using that as a 

hint, Factor Analysis was carried out for a 6 Factor Model. The factor loadings obtained in the Principal Component 

Analysis were rotated using “Varimax” Rotation and the rotated factor loadings, Eigen Values and other details were 

extracted using R. The results are tabulated in the tables below.

Further to this, all the variables in each factor were examined and a common construct was found to be determining 

the grouping. The factors were thus labeled based on the commonality observed. The same are tabulated in Table – 6.

Test

Chronbach’s Alpha

KMO 

Value

Instrument is highly reliable

Sample is adequate

Result

0.841

0.792

Table 6 : Showing the Factor Loadings and Eigen Values of Factor Analysis

2

3

4

5

6

7

8

9

S/No Var Description

1 A

B

C

D

E

F

G

H

I

RC6
Eigen 
Values

0.00

-0.01      

-0.02      

-0.09      

-0.04     

0.01      

-0.09      

-0.06      

0.05      

0.07 

0.16

0.40

-0.09

0.09 

0.39

0.31

0.10

-0.14

0.03

0.08

-0.03

0.32

0.15 

0.65

0.77

0.42

0.77

-0.01 

0.09

0.04

0.09

0.13

-0.03

0.04

0.07

0.28

0.78

0.84

0.46

0.55

-0.03 

0.01

0.11

0.07

0.11

-0.10

0.09

0.51 

0.39

0.80

0.40 

0.24

0.55 

-0.03

5.182922

2.870034

1.560094

1.400609

1.162973

1.000752

0.845743

0.696485

0.619290

RC3RC5RC4RC2 RC1
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11

12

13

14

15

16

17

18

10 -0.01

0.63

0.59

0.62

0.26

0.79

-0.19

0.01

-0.08

-0.09

0.11

0.49

0.10

0.05

0.10

0.13

0.09

0.01

-0.02

-0.08

0.01

0.02

0.10

0.60 

0.14

0.44

0.08 

0.08 

0.06

0.01

-0.09

-0.08

-0.03

0.07

0.10

0.69

0.588067

0.513601

0.511308

0.431109

0.399383

0.372260

0.281850

0.270038

0.164369

0.12910419

J

K

L

M

N

O

P

Q

R

S

Cumbersome Procedures for Loans

Delay in Payments From Customers

Labor Turnover

High Labor Costs

Lack of Infrastructure Facilities

Lack of Support from Local Govt

Lack of Cooperation from Entrepreneurs

Lack of Mentoring Support for Startups

Poor Incubation Facilities

No Support for IPRs

Proportion of Variance

Cumulative Variance

0.08      

-0.06      

-0.27      

-0.29      

-0.12      

-0.09      

0.76

0.88

0.92

0.87

0.17

0.17

0.81

0.14

0.57

0.48

0.63

-0.01

0.05

-0.05

-0.08

-0.07

0.11

0.28

0.00

-0.06

0.13

0.23

0.24

0.17

0.01

0.07

-0.04

-0.10

0.11

0.39

SNO Factor Name Variables Involved

J. Cumbersome procedures for short and long term loans

N. Lack of infrastructural facilities

P. Lack of cooperation from Entrepreneurs

Q.Lack of Mentoring Support for Startups

R. Poor Incubation Facilities

S. No Support for IPRs’.

A. Lack of Technical Expertise

B. Lack of Managerial Skill

Administrative Loop Holes

Start Up Support

Lack of Internal Skills

Lack of Internal Resources

1

2

3

4

K. Delay in payments from customers

M. High Labor Costs

O. Lack of support from local governments

E. Lack of Financial Discipline

5 External Factors

Entrepreneurial Weakness6

Table 7 : Showing the named factors extracted from the factor model
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The first factor is related to administrative loop holes in the system. SMEs' that experience lack of infrastructure 

support would need financial capital support to avail loans and utilize them appropriately. Rapidly changing 

technology, many times requires that an organization take decisions quickly on the latest technology and upgrade 

themselves accordingly and the non-availability of loans on a timely basis mars this process. These two challenges 

actually feed into each other and form a vicious cycle that spirals the organization downward in terms of its 

competitiveness. With 11% of the proportion of variance explained (Table - X), this is the second largest challenge 

that the SMEs face. Any cumbersome procedure and lack of infrastructural facilities may be the reason for failure of 

implementation of all components of NMCP. It is all the more significant as the components have been accepted as 

relevant but not effectively utilized by SMEs'.In the NMCP, the CLCSS scheme has a great potential in this regard. 

As seen earlier through also previous findings SMEs are not only aware of this scheme but also want the Ministry of 

MSME to support them through this scheme. We have also seen that one of the major challenges faced by the SMEs' 

where support is also expected is "Better Access to Bank Finance and Subsidy Support". Thus, we can clearly see that 

though this component of NMCP is quite relevant and can make a significant contribution to the SMEs', the 

inadequate support received in the implementation of this scheme is rendering SMEs' less competent.

The second factor is related to Start Up Support. Global markets are driven by innovation. To be innovative one needs 

to allocate resources to develop new product ideas, explore new markets, vary products and services to meet market 

requirements and be also competitive in terms of price. Incubation Facilities, Intellectual Property Rights, Marketing 

and New Product Development cooperation, become the needs in such case. It is clear from the analysis that such a 

"Start Up Support" is a major challenge for SMEs'. The Importance of this challenge can be seen by examining the 

Proportion of Variance Explained by this Factor alone. About 17% of the variance is explained by this factor alone 

and it is the highest among all other factors. The schemes such as Incubators and Design Clinics are highly potent to 

address this challenge. One can also explore Entrepreneurial Cluster formation and collaboration in terms of new 

product development by firms having complimenting strengths to adequately address this challenge. From previous 

findings and discussion we can clearly see that more than 85% of the respondents are not even aware of the Incubator 

and the Cluster formation schemes at all.

Once again, we come to witness the gap in strategy development and implementation. The NMCP has components 

that are capable of addressing the largest challenge faced by the SMEs'. However, these schemes are relatively 

unknown to a large group of people and hence remain underutilized.

Now let us examine the third factor "Lack of Internal Skills". About 10% of variance is explained through this factor. 

When we examine the variables we can see that they related to lack of technical and managerial expertise within the 

firm. This could also be one of the reasons why there is only a piecemeal implementation of Lean Manufacturing 

practices.
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Part of this challenge can be effectively met by the successful and diligent implementation of schemes such as "Lean 

Manufacturing Scheme" and "Entrepreneurial and Managerial Development through Incubators". Further, it may 

also require a focused program from the Ministry which is specifically targeted at skill development. The challenge 

of "Lack of Internal Resources" encapsulates "Insufficient Funds", "Lack of Training Facilities" and "Obsolete 

Technology" as challenges faced by the responding organizations. With about 11% variance explained, this factor is 

also one of the major challenges of SMEs'. Again, we can see that Insufficient Funds feeds into lack of training and 

obsolete technology and aggravates the problem.

Technology and Quality Upgradation Program, Financial Assistance on Barcoding and CLCSS are three schemes 

that can definitely and effectively help in mitigating the risks arising out of this challenge. However, there is very 

minimal awareness of these schemes leading to their poor utilization. Focus on these schemes and the benefits they 

would bring in addressing a major challenge of the SMEs' would lead to better competitiveness of the firms as desired 

by the NMCP.Factors 5 and 6 are related to external factors and internal weaknesses which are not directly in the 

scope of NMCP. However with each factor accounting for 11% of variance explained these factors cannot be ignored 

simply. Handholding and mentoring is required in these cases. However ministry of MSME may want to intervene 

outside of NMCP to see how these issues can be tackled. Another noteworthy observation from the above Table-7 is 

that across different factors, variables related to financial constraints are included in the model. In Factors 1, 4, 5 and 

6 variables related to financial constraints whether internal or external are visible. Thus, though it has not come out as 

a single separate factor, financial matters can be considered as an implicit challenge for SMEs'.

Conclusion

MSMEs are aware of NMCP in its overall approach and the benefits. However, when it comes to individual 

components they are not very aware of all the schemes and cannot map the benefits accrued through each scheme. 

Despite of awareness being there none of the organizations have been able to avail the benefits of the various 

components of NMCP except the Credit Linked Capital Subsidy Scheme. At the same time, the interactions with the 

ministry of MSME, which is the implementation support agency, have also been dissatisfactory. This may be the 

reason for the lack of penetration of all components in the industry.

Factor analysis has revealed that there are several challenges faced by MSMEs and the schemes, per se, do address 

some of the challenges. While, Government of India has to be complimented for the very appropriate scheme 

introduced, which could have helped the MSMEs in becoming competitive in the global world, the ministry should 

play a pro-active role in taking the scheme forward. Thus, there is a need for strategizing the execution of NMCP to 

increase penetration and to speed up the existing implementation. For this, each scheme has to be examined carefully 

on the issues of procedures and modalities of implementation.
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