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Abstract 
 This Paper States that the Micro - Small and Medium Enterprises (MSME) are playing a key role in the economic 
and social development of the State and are providing direct employment opportunities to people and with vast network 
units. Its contribution in terms of indirect employment, providing inputs/ raw material for other sectors and export 
earnings, is immense. The State of Telangana is Playing a Vital Role in the Industrial parks which will be developed in the 
ready-to-occupy model like China offers this facility and therefore attracts large international investments. Entrepreneurs 
belonging to SC/ST community are going to be enormously benefitted from the special budget allocated for financial 
support to them by the government. The Government will take responsibility for skill development among the youth who 
can aspire for industrial sector jobs. Research and Innovation Circle of Hyderabad (RICH) is a unique concept that links 
all the knowledge-based institutions in the state with industries and investors. 
Keywords: Micro-Small-Medium Entrepreneurs, Employment Generation, Problems in MSMEs, Schemes in Telangana.  

 
Introduction  

 Government is extending various Incentives for encouraging establishment of new industrial 

Enterprises in the State since 1961. Government has issued certain incentives to Micro, Small, 

Medium, Large & Mega industries under Industrial Investment Promotion Policy from 2014, 

including the Scheduled Caste/Scheduled Tribe entrepreneurs from urban areas as well as rural 

areas.  

 In order to bring out an attractive new industrial policy by the Government of Telangana, 

extensive consultations were also held with Industrial Associations i.e., CII, FICCI, FAPSIA, 

FAPCCI, ALEAP, COWE, DICCI, TIF Cherlapally, Telangana Spinning Mills Association, 

ASSOCHAM, etc to elicit their views in formulation of the New Industrial Policy 2014. Under this 

Policies covering the incentives being offered and government has approved existing policies, and 

giving major emphasis for Creation of Quality Infrastructure, promotion of Manufacturing 

Investment Zones and Industrial Corridors, special focus on the following fiscal benefits covering 

the categories of (a) Micro/Small Enterprises (b) Medium Enterprises & Large Industries (c) Women 

Entrepreneurs and (d) Mega Projects under the T-IDEA (Telangana State Industrial Development 

and Entrepreneur Advancement) incentive scheme. 

 
MSME Sector in Telangana  
 The Micro, Small, and Medium Enterprises (MSME) is playing a key role in the economic and 

social development of the State and is providing direct employment opportunities to 64,604 people 

and with a vast network of around 5,787 units. Its contribution in terms of indirect employment, 

providing inputs/ raw material for other sectors and export earnings, is immense. As per the Micro, 

Small and Medium Enterprises Development Act, 2006, manufacturing and service enterprises are 

categorized into Micro, small and medium enterprises based on investment criteria as shown in 

Table.1. 
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Enterprises 
Manufacturing Sector 

(Investment in plant and machinery) 
Services Sector  

(Investment in equipment) 

Micro Less than Rs. 25 lakh Less than Rs.10 Lakh rupees 

Small 
More than Rs. 25 lakh rupees but less than 
Rs.5 Crore 

Morer than Rs. 10 Lakh rupees but less 
than Rs.2 Crores 

Medium 
More than 5 crore rupees but less than Rs. 
10 crore 

More than 2 crore rupees but less than 
Rs.5 crore 

 
 Ecosystem for growth has stabilized in the State with the Ease of Doing Business getting 

topmost attention of the Government. The State took pride of place in EODB, ranking number one 

in the country within just one year graduating from the 13th rank. The State is not complacent. It is 

committed to enhancing the facilitation to entrepreneurs, particularly in the rural areas. The State is 

predominantly rural and also industrially backward and therefore, it is rightly focusing on the core 

manufacturing sector. 

 
Review of Literature 

 Farooqi, evaluated that SSIs always prefer to manufacture a reserved item and establish their 

own brand equity using the latest technological tools. However, they are often not able to do so, as 

they have to restrict their investment in plant and machinery to remain classified as a small scale 

industry. Therefore SSI under such environment and conditions have to opt for horizontal growth, 

use obsolete technology and yet withstand global competition which often lends to sickness due to 

their inability to compete. It is recommended that SSI should spend more on R&D, opt for better 

infrastructure, marketing of products and have more funds for modernization. 

 Small Industries Development Bank of India (SIDBI) report (2001), “addressed to ensure 

sustained growth of Small Scale Industrial sector to withstand emerging pressures which includes 

issues related to delayed payments, increase in the limit of turnover, exemption from excise duty to 

Small Scale Industrial units using third party brand name, building competitive strengths, 

technology up gradation, information dissemination and quality improvement. 

 
Objectives of the Study  

 To provide the overview about Micro, Small & Medium Enterprises in the state of Telangana,  

 Schemes or Incentives to the Enterprises in the State of Telangana and Employment Generation 

to the various categories. 

 To Analyse the Issues and Challenges of the MSME in the State of Telangana and Suggestions. 

 
Methodology 

 Primary methods were used to supplement the analysis, by means of telephonic, semi-

structured interviews, visits with officials from the concerned government ministries and 

departments and secondary data analysis as the major tool of research. 
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Role of Government in MSME Sectors - Schemes /Incentives 

Prime Minister’s Employment Generation Programme (PMEGP) 

 An opportunity for un-employed youth to set up New Industrial Units In Rural & Urban areas 

of Telangana State.  

 Categories of beneficiaries under PMEGP is for General Category under Urban area is 15% and 

Rural area 25% rate of subsidy is granted on the total project cost as well as the beneficiary’s 

contribution is 10%.  

 Special category including (SC/ST/OBC/Minorities/Women, Ex – Service men, Physically 

handicapped, NER, Hill and Border areas is beneficiary’s contribution on project cost is 5% and 

rate of subsidy is given on project cost to the urban area is 25% and Rural area is 35% is provide. 

Private Banks also recognized PMEGP Schemes. 

 
Under the Programme of Bangaru Telangana 

 Economic Census is a complete enumeration of all establishments/units located within the 

geographical boundaries of the State. All units engaged in production or distribution of goods and 

services other than those for own consumption was counted. As per the provisional results, there 

are 20.86 lakh establishments in the State, which are engaged in different economic activities other 

than crop production, plantation, public administration, defence and compulsory social security 

services. Out of which, 11.81 lakh establishments (56.62%) are in rural areas and 9.05 lakh 

establishments (43.38%) are in the urban areas. Growth in establishments is 77.82% in the State as 

against 41.73% all-India,  

 It is important to note that the State has preponderance of the corporate sector – 89% of the net 

value addition is in corporate sector. Unhealthy corporate sector and healthy MSME sector can 

hardly co-exist in a growing economy. Industrial licenses are cleared the fastest – 30 days for 

MSMEs through TSiPASS and 15 days for the large industries. The district-wise analysis reveals that 

the Hyderabad district stands first with 16.97% of total establishments, and Adilabad district with 

5.29% has the lowest number of Establishments in the State.  

 
Various Incentives in Telangana 

 Incentives claims under TS-iPASS to be applied for: 1. Pavalla vaddi. 2. Application for 

incentives for Transport Vehicle. 3. Power Cost Reimbursement. 4. Specific Cleaner Production 

measures. 5. Sales TAX (VAT/ SGST) Reimbursement. 6. Investment Subsidy. 7. Industrial 

Infrastructure Development Fund (IIDF). 8. Reimbursement of cost involved in skill up gradation 

and training. 9. Reimbursement of stamp Duty/Transfer Duty/Mortgage/Land Conversion/Land 

Cost. 10. Seed Capital Assistance for 1st generation Entrepreneur for Micro Enterprise.  

11. Reimbursement of all expenses incurred for Quality Certification/Patent Registration.  

12. Advance Subsidy before DCP for SC/ST Enterprises under the various Sectors like a). 

Manufacture and b) Service sectors in Telangana State is providing various Types of incentives for 

the beneficiaries i). One time incentives ii) 2. Regular incentives and iii) Skill set incentive. 
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Role of Micro Small Medium Enterprises in Employment Generation in Telangana 

 Micro Small and Medium enterprises play an important role in terms of Employment 

Generation and growth of Indian Economy. Micro Small and Medium Enterprises have achieved 

steady progress from last decades it facilitates the taping of resources which otherwise would 

remain unused. In low capital cost, MSMEs create employment opportunities especially in rural and 

urban areas. MSMEs help to alleviate poverty and proper sustainable growth in rural areas. The 

problem of surplus manpower in non-agricultural sector, MSMEs provide additional employment 

opportunities for growing population in rural and urban areas. Telangana was formed because of 

the split of erstwhile Andhra Pradesh. Services have been the fastest growing sector of the state. The 

capital city of Hyderabad is a hub for Information Technology (IT) and Pharmaceutical Sectors. 

Hyderabad accounts for approximately 20 per cent of India's total pharma exports. Other major 

enterprises of the state include Textile, Mines and Minerals. Industrial sector contributes around 

24% to the State GDP providing employment opportunities to 17.8% of the Work Force.  

 A total number of persons employed in all the establishments are about 56.12 lakh, of which, 

23.50 lakh persons (41.87%) are employed in rural areas and 32.62 lakh persons (58.13%) are 

employed in the urban areas. There are about 0.46 lakh handicraft/ handloom establishments, 

accounting 2.21% of the total number of establishments and Warangal district (19.10%) stands first 

in terms of a number of handicraft/handloom establishments. Manufacturing sector contributes to 

55% in the total industrial sector of GVA in the state. At 2011-12 constant prices, the industrial 

growth recorded 9.5% in 2016-17. We hope to reach 10% in the current year and would have 

exceeded but for the demonetization affecting the MSMEs most. The growth in employment in the 

State is 37.78% as against India’s 34.35%. 

 
Table 2 Micro Small Medium Entrepreneurs in Employment Generation in Telangana 2017 

Sl. 
No 

District 
Micro Units 

% 
Small Units 

% 
Medium Units 

% 
Total Employment 

% 

1 Hyderabad 5.2 6.3 3.52 15.02 

2 Adilabad 0.4 0.6 0.02 1.02 

3 Mahaboobnagar 0.5 0.3 0.1 0.9 

4 Nalgonda 1.5 1.6 0.4 3.5 

5 Medak 3.5 2.5 3.05 9.05 

6 Warangal 3 1.5 0.55 5.05 

7 Khammam 1.25 1.02 0.75 3.02 

8 Nizamabad 1.24 1.22 0.89 3.35 

9 Ranga Reddy 4.5 6.5 3.03 14.03 

10 Karimnagar 0.4 0.6 0.18 1.18 

     
56.12 

*Rural Areas 23.50 41.87% 
  

*Urban Areas 32.62 58.13% 
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Chart 1  

 
Under the Micro - Small Medium Entrepreneurs employment generation various schemes are 

provided by the Government of the Telanagana 

1. Composite-Loan-Scheme,  

2. Scheme for Acquisition of ISO series Certification by SSI Unit (RISO 9000),  

3. National Equity Fund Scheme (NEF),  

4. Scheme for Women Entrepreneurs (MUN),  

5. Scheme for Technology Development and Modernization (RTDM)  

6. Scheme for Textile Industry under Technology Up gradation Fund (RTUF). 

  
MSME Problems and Challenges in the State of Telangana 

 It is acutely conscious of the baggage of sickness in MSMEs when the State was formed. Banks 

have reported to the SLBC around 8000 MSE accounts have fallen sick by August 2016 of which 

banks report conducting viability studies of 90% of them and found no more than 2% as 

potentially viable but hardly revived half of them in spite of Master Directions of the RBI. 

 If there are thousand reasons for the Mahabharat hero Karna’s death so are for the MSMEs 

ranging from delayed release of loan sanctions, denial of timely enhancement of sanctioned 

limits based on the order book, balance sheet approach to cash based approach to lending for 

working capital from the banker’s side.  

 Managerial Problems may be due to absence of entrepreneur’s education, absence of technical 

background, newly established enterprises, lack of managerial qualities, Lack of Management 

skills, Absence of long term planning and Dealing with Govt. Laws. Unskilled labour available, 

Turnover of labour and high cost of labour. 

 Marketing Problems are Weak market demand, Limited market available, less variety of goods 

offered to market, Excessive Competition in the market, Technology of competitor is superior 

and Price of the goods offered to market is high. 

 
Conclusion 

 MSMEs development has been seen as a means of creating greater substantial, employment 

opportunities, and conserving foreign exchange earnings and galvanizes economic growth and 
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development of any country. The undesirable rate of youth unemployment in Telangana State is the 

main rational motivator of this study. The Government will take responsibility for skill 

development among the youth who can aspire for industrial sector jobs. Creation of jobs will be 

priority for the new Industrial Policy. Financial assistance is available from institutions such as 

Nationalised Banks, Small Industries Development Bank of India, Regional Rural Banks, National 

Small Industries Corporation, State Financial Corporations etc. depending upon the project 

requirement and promoters background. However under package assistance, State Financial 

Corporations also provide a composite loan covering plant and machinery and working capital. The 

incentives are very attractive and competitive as compared to neighbouring states. While some 

states may offer a little higher on some components, taken as a totality, the package offered by 

Telangana is among the best.  
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