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Abstract

Micro-enterprises play essential and pivotal role in promoting economic growth and creating jobs,
particularly in rural and hilly areas like Himachal Pradesh. Despite their potential, these businesses
encounter numerous obstacles, impeding their expansion and long-term viability. Therefore, the purpose
of this study is to identify and assess the main problems that Himachal Pradesh's microenterprises face,
such as restricted market access, insufficient infrastructure, a shortage of skilled personnel, and
regulatory obstacles. These issues further become more challenging due to geographic and climatic
factors, for microenterprises to grow. A descriptive approach is used to understand the extent and nature
of the challenges faced by micro-enterprises in Himachal Pradesh. By drawing attention to these issues,
the study significantly helps stakeholders, development organizations, and legislators in plans and policy
formulation that can improve the state's microenterprise ecosystem and foster equitable and sustainable
economic growth.
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Introduction

Micro, Small, and Medium Enterprises (MSMEs) play a vital role in the economic and social
development of the country, often acting as a nursery of entrepreneurship and innovation. Over the last
five decades, this sector has emerged as a highly vibrant and dynamic sector of the Indian economy.
This sector also plays a key role in the development of the economy with their effective, efficient,
flexible, and innovative entrepreneurial spirit. (Das, D. K. 2021). This sector significantly contributes to
the country’s manufacturing output, employment, and exports, generating the highest employment
growth and accounting for a major share of industrial production and exports. MSMEs have been
globally considered as an engine of economic growth and key instruments for promoting equitable
development. This sector in India is highly heterogeneous in terms of the size of the enterprises, variety
of products, services, and levels of technology. The sector not only plays a critical role in providing
employment opportunities at comparatively lower capital cost than large industries but also helps in the
industrialization of rural and backward areas, reducing regional imbalances and assuring a more
equitable distribution of national income and wealth. MSMEs are complementary to large industries.
This sector contributes nearly 22 percent of the country’s GDP, 45 percent of the manufacturing output,
and 40 percent of the exports (Jaswal, 2014). After India's agricultural industry, the MSME sector is the
country's second-largest employer and a censorious source of income. Approximately 124 million
people are employed by these businesses, which currently number close to 63.3 million and operate in a
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variety of economic sectors. They are widely dispersed across the country and produce a diverse range
of products and services to meet the needs of the local, national, and international value chains (Lal, B.
S., Sachdeva, P., & Simran, M. T. 2020). The major advantage of the sector is its employment
potential at low capital cost. It is well known that the MSME sector constitutes the spine of the nation,
small Industry has been one of the major pillars of India’s economic development strategy since
Independence. India accorded high priority to Small and Medium Enterprises (SMEs) from the very
beginning and pursued support policies to make these enterprises viable, and vibrant. Resultantly, over
the time, SMEs have become major contributors to the GDP (Shelly, R., Sharma, T., & Bawa, S. S.
2020). This sector was introduced in India as the small-scale industry (SSI) sector in 1948, and it
includes micro and medium enterprises from 2006 when the Micro, Small, and Medium Enterprises
Development (MSMED) Act, 2006, was implemented. In the case of India, also MSME establishment
has for the first time been defined in terms of a separate Act, governing the promotion, and development
of Micro, Small and Medium Enterprises (MSMESs) Development Act, 2006 the Office of Development
Commissioner (Micro, Small and Medium Enterprises) functions as the nodal Development Agency
under the Ministry of Micro, Small and Medium Enterprises (MSMESs). The main objective of the Act is
to impart greater vitality and growth impetus to the Micro, Small, and Medium Enterprises (MSMES) in
terms of output, employment, and exports and to instill a competitive culture based on heightened
technology awareness (MSMEs Act, 2006). The government of India (GOI) has been taking proactive
steps to strengthen the competency of MSMEs.

Meaning of MSMEs

The MSMEs are defined in different ways in different parts of the world. Some define them in terms of

assets, while others in terms of employment, shareholders’ funds, or sales. Under the Micro, Small, and

Medium Enterprises Development (MSMED) Act in 2006, the Micro, Small, and Medium Enterprises

are classified into two divisions. These classifications as below:

1. Manufacturing Enterprises: The enterprises engaged in the manufacturing or production of goods
in any industry specified in the first schedule to the industries (development and Regulation Act,
1951).

2. Service Enterprises — The enterprises engaged in providing or rendering services.

On 1st June 2020, the Union Cabinet officially revised the MSME definition. The recent changes in the

definition of micro, small, and medium-sized enterprises were carried out as a part of the Atmanirbhar

Bharat Abhiyaan relief package. The investment and turnover figures were changed to larger values,

thereby resulting in a larger number of medium-sized enterprises.

Updated MSMEs Definition

Type of enterprise Investment Turnover
Micro Rs1cr. Rs5cr.
Small Rs 10 cr. Rs 50 cr.
Medium Rs 50 cr. Rs 250 cr.

Source: - https://razorpay.com/learn/new-msme-definition-turnover-2020/
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Review of Literature

Anuradha and Parthiban (2014) in their study on “Problems and Prospects of micro, small and
medium enterprises (MSMESs) in India in the era of globalization”, the current paper is attempted to
critically analyse the definitional aspect of MSMEs and explore the opportunities enjoyed and
constraints faced by them in the era of globalization. The study is based on secondary data and annual
reports published by the Ministry of Micro, small, and medium enterprises. They conclude that though
globalization has increased competitiveness in Indian MSMEs to a certain extent, still Indian MSMEs
are not adequately prepared to compete with the global players. There has been a definite change in the
attitude of the government from protection to promotion of the MSMEs. The government has taken
several policy initiatives but needs to ensure proper coordination and implementation of such policies.
Patnaik et al. (2016) in their study on “Issues of Micro, Small and Medium Enterprises (MSME) in
India”, present paper is an attempt to understand the various issues related to the MSME sector in India
and to understand the various government initiatives taken in this direction. According to the study, the
various challenges faced by MSMEs are issues like credit facilities, issues of equity capital, issues of
infrastructure, issues of Govt. support, issues related to technology, and issues related to the skill gap.
For this purpose, the researchers visited various MSME units to get first-hand information and to
understand the ground reality and information collected from secondary data. This paper concludes that
the issues of MSME are many. It is not that easy to overcome in a short period. The need of the hour is
to upgrade technology and skill development. Government policies also keep on changing with the
change of guards at the center.

Gupta et. al. (2018) carried out a study on “MSME Financing: Growth and Challenges”, this research
paper focuses on studying and analysing the contribution of the MSME sector in India in general and the
state of Himachal Pradesh in particular. The Paper describes in some detail the problems faced by
MSMEs in the selected districts of Himachal Pradesh. The study is based on both primary as well
secondary sources. Purposive and snowball sampling has been used to select the sample of 120 MSMEs.
The study has concluded that the relevance of relationship banking towards banking preference for
applying for loans and cost and complicated procedures somehow bothers MSMEs during the entire
process of the loan application. Although high collateral there are three prime reasons hindering the
growth of MSMEs in the state of Himachal Pradesh inadequate financing by the banks, high collateral
requirements, and cumbersome processes.

Khatri (2019) in his research paper on “A Study of the Challenges of the Indian MSME Sector”, the
present study aims to review the role of the MSME sector in the Indian economy and various problems
faced by the Indian MSMEs. This study is primarily based on secondary data. The relevant data is
collected from several sources some industry journals, the annual report 2017-18 of ‘The Ministry of
Micro, Small and Medium Enterprises’, the official website of MSME, etc. This paper concludes that the
MSME sector is a dynamic and vibrant sector of the Indian economy. It has experienced consistent
growth in terms of several new units registered, the kind of products manufactured, and employment
generation. The sector plays an important role in the economy by contributing to a great extent to
national GDP, industrial output, export earnings, regional development, and social stability.

Sivasree and Vasavi (2020) in their study entitled “MSMEs in India—Growth and Challenges”, in this
research paper an attempt is made to know the current status and growth of MSMEs in India and to
study the impact of MSMEs on employment generation in India. The various problems faced by these
MSMEs in executing their operations have also been discussed in this paper. The study is based on
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secondary data that has been collected from various secondary sources such as magazines, annual
reports, department of MSMEs & various other published reports. It concludes that the MSME sector in
India is growing at a good pace & even providing employment opportunities to masses of people. The
contribution of the Manufacturing Sector, as well as the Service Sector of MSMEs, is significant to the
total GDP of the Country.

Need of the Study

The Govt. of India as well as Govt. of Himachal Pradesh have introduced several supportive measures,
such as easy access to credit, improved infrastructure, skill development programs, and various other
assistance schemes, the sector continues to face significant difficulties. Even though these initiatives
have not yielded the desired level of benefits for many micro enterprises, highlighting the need to
examine the underlying issues and constraints affecting their growth and development. Therefore, this
present study aims to identify the major challenges faced by micro-enterprises in Himachal Pradesh and
offer recommendations to resolve these challenges.

Scope of the Study

This study focuses on micro-enterprises in Himachal Pradesh, India. It examines the major problems
faced by these enterprises and evaluates their overall impact on economic development and employment
generation in the state. The study also explores the key factors and policies that have supported the
growth and success of micro enterprises in Himachal Pradesh, including government initiatives and
incentives, access to finance, infrastructure availability, and other supportive measures. Through this
analysis, the research seeks to provide a comprehensive understanding of the opportunities and
constraints affecting the development of micro-enterprises in the state of Himachal Pradesh.

Objectives of the Study

1. To identify the major issues and challenges of the Micro-enterprises in Himachal Pradesh.

2. To suggest targeted measures for strengthening the microenterprise ecosystem and fostering
inclusive and sustainable economic growth in the state.

Research Methodology

Research Design

This study adopts a two-fold research design i.e. descriptive and exploratory. On the one hand, a
descriptive approach has been used to understand the extent and nature of the challenges faced by micro-
enterprises in Himachal Pradesh whereas on the other hand an exploratory approach has been employed
to uncover the underlying reasons behind these challenges by gathering insights directly from local
entrepreneurs and understanding their experiences, perspectives, and day-to-day realities. The study
employing a survey research design collected data through a structured questionnaire. The targeted
population, totaling of 403 respondents, consisted of individuals relevant to the objectives of the study.

Data Collection

Both primary and secondary data have been used in this study. The primary data has been collected
directly collected through a structured questionnairefrom the owners and managers of micro enterprises
operating in the Solan and Kangra districts of Himachal Pradesh. A total of 403 respondents participated
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in the survey. Convenience and purposive sampling techniques have been employed to select the
respondents. Secondary data has been obtained from government reports, books, academic journals,
research articles, newspapers, official websites, and reports from institutions such as the Ministry of
MSME, DICs, KVIC, and various publications of the Government of Himachal Pradesh.

Statistical Methods and Techniques

The present study uses descriptive statistical techniques to analyse the responses obtained from 403
participants through a 5-point Likert scale questionnaire. These techniques provide a clear and
systematic way of summarizing respondents' views and interpreting the overall trends in the data. A key
method employed in this study is frequency distribution analysis. This approach classifies responses into
five categories: Strongly Agree, Agree, Neutral, Disagree, and Strongly Disagree. By showing the
number of respondents, who selected each option, frequency distributions, offer a simple and effective
overview of the prevailing opinions within the sample. To further enhance interpretation, percentage
analysis is also conducted. Converting frequencies into percentages allows for easier comparison of
response categories and provides a clearer understanding of the relative strength of participants'
opinions. The percentage for each response category is calculated using the following formula:

Percentage = (Frequency / Total Number of Respondents) x 100

As the study comprises 403 respondents, the frequency of responses in each category is divided by 403
and then multiplied by 100 to determine the corresponding percentage. Together, frequency distribution
and percentage analysis provides a comprehensive summary of the data, enabling a deeper
understanding of respondents' perceptions and attitudes toward the variables examined in this study.

Analysis and Interpretation

Major Challenges Faced by Microenterprises
1. Finance-related Challenges

e Huge Capital Needed

Table 1.1 Huge Capital Needed

Response Percentage
Sr. No Cathory Frequency (%) g
1 Strongly Agree 100 24.81
2 Agree 190 47.14
3 Neutral 80 19.85
4 Disagree 20 4.9
5 Strongly Disagree | 13 3.23

Total 403 100

Source: Data collected through Questionnaire

The above table no. 1.1 presents the respondents ‘opinions regarding the finance-related challenge of
“Huge Capital Required” faced by micro enterprises in Himachal Pradesh. Out of the 403 respondents,
190 (47.14%) agreed and 100 (24.81%) strongly agreed that starting and running micro businesses
requires a significant amount of capital. This shows that around 72% of respondents view high capital
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requirements as a significant financial obstacle. Additionally, 80 respondents (19.85%) expressed no
view, indicating that a moderate percentage of respondents were unsure or lacked a firm opinion.
However, just 20 respondents (4.96%) disagreed with the assertion, and 13 respondents (3.23%) strongly
disagreed. The results make it abundantly evident that most entrepreneurs believe that a large capital
requirement is a major barrier for micro businesses. It implies that many entrepreneurs find it
challenging to secure adequate funding for launching, sustaining, and growing business operations,
which could impede the expansion and sustainability of micro businesses in Himachal Pradesh.

e Possible Delay in Loan Approval
Table 1.2 Possible Delays in Loan Approval

Sr. No | Response Category | Frequency Percentage
(%)
1 Strongly Agree 85 21.09
2 Agree 210 52.11
3 Neutral 80 19.85
4 Disagree 18 4.47
5 Strongly Disagree 10 2.48
Total 403 100

Source: Data collected through Questionnaire

The above table no. 1.2 shows that the majority of the 403 respondents in this table agreed that loan
sanctioning and distribution delays were a serious problem. A total of 210 respondents (52.11%) agreed
and 85 respondents (21.09%) strongly agreed with the statement. This indicates that nearly three-fourths
(73.20%) of the respondents consider delay in obtaining loans as a major financial obstacle for micro
enterprises. Such delays may affect business operations, expansion plans, and working capital
management. On the other hand, 80 respondents (19.85%) remained neutral, suggesting that they may
not have experienced this issue directly or had mixed opinions regarding the loan process. Only a small
proportion of respondents disagreed with the statement, including 18 respondents (4.47%) who
disagreed and 10 respondents (2.48%) who strongly disagreed.

e Exorbitant Interest Rate and Very Stringent Payback Period
Table 1.3 Exorbitant Interest Rate and Very Stringent Payback Period

Sr. No | Response Category | Frequency Percentage
(%)
1 Strongly Agree 70 17.37
2 Agree 185 45.90
3 Neutral 100 24.81
4 Disagree 30 7.44
5 Strongly Disagree 18 4.47
Total 403 100

Source: Data Collected through Questionnaire
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The above table no. 1.3 presents the responses of 403 respondents that a majority of respondents
consider this to be a significant financial challenge. Out of the total respondents, 185 respondents
(45.90%) agreed and 70respondents (17.37%) strongly agreed that high interest rates and rigid
repayment conditions create difficulties for micro enterprises. Together, about 63.27% of the
respondents expressed agreement with the statement. Further, 100 respondents (24.81%) remained
neutral, indicating that a considerable proportion of entrepreneurs may have mixed experiences or are
uncertain about the severity of this issue. On the other hand, only 30 respondents (7.44%) disagreed and
18 respondents (4.47%) strongly disagreed with the statement.

e Impaired Financial Literacy
Table 1.4 Impaired Financial Literacy

Sr. No | Response Category | Frequency | Percentage
1 Strongly Agree 60 14.89
2 Agree 175 43.42
3 Neutral 110 27.30
4 Disagree 35 8.69
5 Strongly Disagree 23 571
Total 403 100

Source: Data Collected through Questionnaire

The table no. 1.4 reveals that 14.89% of respondents strongly agreed and 43.42% agreed that lack of
financial literacy is a major issue. Together, around 58.31% of respondents accepted that inadequate
financial knowledge creates difficulties for micro enterprises in managing finances, accessing credit
facilities, maintaining accounts, and making investment decisions. Further, 27.30% of respondents
remained neutral, indicating that a considerable section of respondents may have moderate awareness or
mixed experiences regarding financial literacy. On the other hand, only 8.69% disagreed and 5.71%
strongly disagreed with the statement, showing that a smaller proportion did not consider financial
literacy as a significant challenge. Overall, the findings indicate that lack of financial literacy is an
important issue faced by micro enterprises.

e Government Agencies’ Unfriendly Attitude
Table 1.5.Government Agencies' Unfriendly Attitude

Sr. No. | Response Category | Frequency | Percentage (%0)
1 Strongly Agree 80 19.85
2 Agree 160 39.7
3 Neutral 110 27.3
4 Disagree 30 7.44
5 Strongly Disagree 23 571
Total 403 100

Source: Data Collected through Questionnaire
The table no. 1.5 shows that 403 respondents' answers to the question of whether they believe that a
hostile attitude from government agencies presents a difficulty for micro firms are displayed in the table.
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Government agencies have a negative stance toward micro companies, according to a total of 59.55% of
respondents (19.85% strongly agree + 39.7% agree). This suggests that most respondents view
regulatory agencies or administrative institutions as unfriendly or challenging in their interactions, which
can lead to obstacles in licensing, compliance, approvals, and daily business operations. However,
27.3% of respondents are neutral; indicating that a sizable portion either lacks clear exposure to
government contacts or has mixed experiences. A smaller percentage, 13.15% (7.44% disagree + 5.71%
strongly disagree), do not believe that government agencies are hostile. This suggests that interactions
with the government are often easy or encouraging for a small set of people.
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2. Production-related Challenges
e Raw material unavailability
Table 2.1 Raw material unavailability

Sr. No. | Response Category | Frequency Percentage
(%)
1 Strongly Agree 80 19.85
2 Agree 160 39.7
3 Neutral 110 27.3
4 Disagree 30 7.44
5 Strongly Disagree 23 571
Total 403 100

Source: Data Collected through Questionnaire

The table no. 2.1 shows that out of the total 403 respondents, the majority expressed concern regarding
the difficulty in obtaining raw materials. A total of 80 respondents (19.85%) strongly agreed and 160
respondents (39.7%) agreed that non-availability of raw material is a serious issue. Together, nearly
59.55% of the respondents accepted that shortage or irregular supply of raw materials affects their
business operations. This indicates that many enterprises face interruptions in production due to
inadequate access to necessary inputs. Further, 110 respondents (27.3%) remained neutral, which
suggests that some enterprises may experience this challenge only occasionally or are uncertain about its
severity. On the other hand, only 30 respondents (7.44%) disagreed and 23 respondents (5.71%) strongly
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disagreed with the statement. This shows that a comparatively smaller proportion of enterprises do not
consider raw material availability as a major problem.

e Costly Raw Materials
Table 2.2 Costly Raw Materials

Sr. No. | Response Category | Frequency (Poi)r)centage
1 Strongly Agree 45 11.17
2 Agree 280 69.48
3 Neutral 55 13.64
4 Disagree 15 3.72
5 Strongly Disagree 8 1.99
Total 403 100

Source: Data collected through Questionnaire

The table no. 2.2 shows that out of 403 respondents, the majority, 280 respondents (69.48%), agreed that
high raw material cost is a major challenge, while 45 respondents (11.17%) strongly agreed with the
statement. Together, about 80.65% of the respondents expressed agreement, indicating that rising raw
material prices significantly affect the functioning and profitability of micro enterprises. Further, 55
respondents (13.64%) remained neutral, suggesting that some enterprises may not be equally affected by
this issue. On the other hand, only 15 respondents (3.72%) disagreed and 8 respondents (1.99%) strongly
disagreed. Overall, the findings reveal that high cost of raw material is one of the major production-
related challenges faced by micro enterprises, as it increases production expenses and reduces profit
margins.

e Low-quality raw materials
Table 2.3 Low-quality raw materials

Sr. No. | Response Category | Frequency Percentage
(%)
1 Strongly Agree 65 16.13
2 Agree 175 43.42
3 Neutral 110 27.30
4 Disagree 30 7.44
5 Strongly Disagree 23 571
Total 403 100

Source: Data Collected through Questionnaire
The table no. 2.3shows that out of 403 respondents, 175 respondents (43.42%) agreed and 65
respondents (16.13%) strongly agreed that poor quality raw materials affect their business operations.
Together, nearly 59.55% of respondents expressed agreement with this issue. On the other hand, 110
respondents (27.30%) remained neutral, indicating that the problem may vary across enterprises or
industries. A smaller proportion of respondents disagreed with the statement, where 30 respondents
(7.44%) disagreed and 23 respondents (5.71%) strongly disagreed. Overall, the findings indicate that
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poor quality of raw material is a major production-related challenge faced by micro enterprises, as it can
negatively impact product quality, production efficiency, and customer satisfaction.
e Power Deficit

Table 2.4 Power Deficit

Sr. No. | Response Category | Frequency Percentage
(%)
1 Strongly Agree 70 17.37
2 Agree 165 40.94
3 Neutral 115 28.54
4 Disagree 33 8.19
5 Strongly Disagree 20 4.96
Total 403 100

Source: Data Collected through Questionnaire

The table no 2.4 on Power Deficit reveals that out of 403 respondents, 70 respondents (17.37%) strongly
agreed and 165 respondents (40.94%) agreed that power shortage affects their enterprises. Together,
about 58.31% of the respondents expressed agreement, indicating that irregular electricity supply and
power interruptions create operational difficulties for micro enterprises. Further, 115 respondents
(28.54%) remained neutral, suggesting that the impact of power shortage may vary depending on the
nature and location of the enterprise. On the other hand, only 33 respondents (8.19%) disagreed and 20
respondents (4.96%) strongly disagreed with the statement. Overall, the findings indicate that power
shortage is a major infrastructural challenge for micro enterprises, as it negatively affects production
efficiency, increases operational costs, and hampers business growth.

e Views on the Absence of Skilled Labor

Table 2.5Views on the Absence of Skilled Labour

Sr. No. | Response Category | Frequency | Percentage (%)
1 Strongly Agree 40 9.9
2 Agree 185 45.9
3 Neutral 125 31
4 Disagree 35 8.7
5 Strongly Disagree 18 4.5
Total 403 100

Source: Data Collected through Questionnaire

The table no. 2.5shows the majority of respondents agreed that lack of skilled labour is a significant
problem. Out of 403 respondents, 185 respondents (45.9%) agreed and 40 respondents (9.9%) strongly
agreed with the statement. Together, more than half of the respondents (55.8%) believed that shortage of
skilled labour adversely affects the functioning and growth of enterprises. On the other hand, 125
respondents (31%) remained neutral, indicating that they were uncertain or had mixed opinions
regarding the issue. Meanwhile, only 35 respondents (8.7%) disagreed and 18 respondents (4.5%)
strongly disagreed, showing that a comparatively smaller section of respondents did not consider it a
major challenge.
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3. Marketing-related difficulties
e High Price of Product
Table 3.1 High Price of Product

Sr. | Response Frequency Percentage
No. | Category (%)
1 Strongly Agree 115 28.54
2 Agree 175 43.42
3 Neutral 90 22.33
4 Disagree 15 3.72
5 Strongly Disagree | 8 1.99
Total 403 100

Source: Data Collected through Questionnaire

The table no. 3.1 shows that out of 403 respondents, 175 respondents (43.42%) agreed and 115
respondents (28.54%) strongly agreed that high product prices create a major marketing challenge.
Together, around 71.96% of respondents expressed a positive agreement with this issue, indicating that
pricing is considered a significant obstacle in marketing activities. On the other hand, 90 respondents
(22.33%) remained neutral, showing that a moderate proportion of respondents neither agreed nor
disagreed with the statement. Only a small percentage of respondents disagreed (3.72%) or strongly
disagreed (1.99%), suggesting that very few participants do not view high product prices as a challenge.
Overall, the findings reveal that the majority of respondents believe that the high price of products
adversely affects marketing performance, customer demand, and competitiveness in the market.

e High Cost of Transportation

Table 3.2 High Cost of Transportation

Sr. | Response Frequency Percentage
No. | Category (%)

1 Strongly Agree 40 9.93

2 Agree 295 73.21

3 Neutral 45 11.17

IJFMR260485776
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5 St_rongly g 1.99
Disagree
Total 403 100

Source: Data collected through Questionnaire

The table no. 3.2 shows that out of 403 respondents, 295 respondents (73.21%) agreed and 40
respondents (9.93%) strongly agreed that high transportation cost affects their business operations. This
means that a total of 83.14% respondents expressed a positive opinion regarding transportation cost as a
serious issue. On the other hand, 45 respondents (11.17%) remained neutral, indicating uncertainty or
moderate impact. Only a small proportion of respondents disagreed, with 15 respondents (3.72%)
disagreeing and 8 respondents (1.99%) strongly disagreeing. Overall, the findings indicate that high
transportation cost is one of the significant operational challenges faced by enterprises, as an
overwhelming majority of respondents acknowledged its negative impact on business performance and
profitability.

e Absence of a Channel for Distribution

Table 3.3 Absence of a Channel for Distribution

Sr. | Response Frequency Percentage
No. | Category (%)
1 Strongly Agree 110 27.30
2 Agree 160 39.70
3 Neutral 95 23.57
4 Disagree 25 6.20
5 Strongly Disagree | 13 3.23
Total 403 100

Source: Data collected through Questionnaire

The table no. 3.3 shows that out of 403 respondents, 110 respondents (27.30%) strongly agreed and 160
respondents (39.70%) agreed that lack of proper distribution channels is a major problem. Together,
about 67% of the respondents expressed agreement with this issue, indicating that distribution-related
difficulties significantly affect business operations and market reach. Further, 95 respondents (23.57%)
remained neutral, showing that a considerable proportion of respondents were uncertain or experienced
the issue moderately. On the other hand, only 25 respondents (6.20%) disagreed and 13 respondents
(3.23%) strongly disagreed with the statement. Overall, the findings reveal that the majority of
respondents consider the lack of effective distribution channels as an important challenge that hinders
smooth marketing and delivery of products to customers.

e High Costs of Promotion and Advertising

Table3.4 High Costs of Promotion and Advertising

Sr. | Response Frequency Percentage
No. | Category (%)
1 Strongly Agree 105 26.05
2 Agree 175 43.42
3 Neutral 90 22.33
4 Disagree 20 4.96
IJFMR260485776 Volume 8, Issue 4, July-August 2026 12
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5 Strongly Disagree | 13 3.23
Total 403 100

Source: Data collected through Questionnaire

The table no. 3.4 on High Promotion and Advertising Cost shows that out of 403 respondents, 175
respondents (43.42%) agreedand105 respondents (26.05%) strongly agreed that high promotion and
advertising costs create difficulties for enterprises. Together, nearly 69.47% of the respondents
expressed a positive agreement with the statement. On the other hand, 90 respondents (22.33%)
remained neutral, indicating that they were either uncertain or moderately affected by these costs. Only a
small proportion of respondents disagreed with the statement, with 20 respondents (4.96%)
disagreeingand13 respondents (3.23%) strongly disagreeing. Overall, the findings indicate that high
promotion and advertising costs are perceived as a major obstacle for businesses, as they increase
operational expenses and make it difficult for enterprises, especially small businesses, to compete
effectively in the market.

e Cut-Through Contest

Table 3.5 Cut-Through Contest

Sr. | Response Frequency Percentage
No. | Category (%)
1 Strongly Agree 95 23.57
2 Agree 180 44.66
3 Neutral 90 22.33
4 Disagree 25 6.20
5 Strongly Disagree | 13 3.23
Total 403 100

Source: Data collected through Questionnaire

According to the table no. 3.5, the majority of the 403 respondents said they agreed with the statement.
Specifically, 180 respondents (44.66%) agreed and 95 respondents (23.57%) strongly agreed that cut-
through competition is a significant challenge. Together, about 68.23% of the respondents supported this
view. Meanwhile, 90 respondents (22.33%) remained neutral, indicating moderate or uncertain opinions
about the impact of competition. On the other hand, only a small proportion disagreed, with 25
respondents (6.20%) disagreeing and 13 respondents (3.23%) strongly disagreeing. Overall, the findings
reveal that intense competition is perceived as a major marketing and business challenge by most
respondents, affecting the ability of enterprises to sustain and expand their market presence.
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Findings

The findings of the study indicate that micro enterprises in Himachal Pradesh encounter a wide range of
challenges related to finance, production, and marketing, significantly affecting their growth and
sustainability. Financial constraints emerged as one of the most pressing issues faced by these
enterprises. A significant percentage of respondents (71.95%) stated that a significant obstacle is the
hefty capital needed to start and run a micro business. In addition, 73.20% of respondents highlighted
delays in obtaining loans as a serious challenge, often affecting day-to-day operations and limiting
opportunities for business expansion. High interest rates and rigid repayment schedules were also
perceived as burdensome by 63.27% of respondents, as they increase financial pressure on already
resource-constrained enterprises. Furthermore, 58.31% believed that inadequate financial literacy
hinders their ability to manage funds effectively, access credit facilities, and make sound investment
decisions.

Production-related issues also pose significant difficulties for micro enterprises. More than half of the
respondents (59.55%) stated that the irregular availability of raw materials disrupts production activities.
Among all production challenges, the high cost of raw materials was identified as the most severe, with
80.65% of respondents agreeing that it substantially reduces profitability. Similarly, 59.55% reported
that poor-quality raw materials negatively affect product quality and customer satisfaction. Power
shortages were another major concern, as indicated by 58.31% of respondents, since they interrupt
production processes and reduce operational efficiency. Additionally, 55.80% of respondents felt that
the shortage of skilled labour adversely impacts productivity and overall business performance.
Marketing challenges were found to be equally significant. About 71.96% of respondents agreed that
higher product prices reduce market demand and weaken competitiveness. The most critical marketing
challenge identified was the high cost of transportation, which was acknowledged by 83.14% of
respondents as having a negative impact on business performance. Limited distribution channels were
reported by 67.00% of respondents, restricting market access and reducing product reach. Likewise,
69.47% considered the high cost of promotion and advertising a major obstacle to effective marketing
efforts. Intense competition in the marketplace was another key concern, with 68.23% of respondents
indicating that it creates difficulties in sustaining and expanding their businesses.

Overall, the study concludes that financial limitations, production-related inefficiencies, and marketing
constraints collectively hinder the growth and development of micro enterprises in Himachal Pradesh.
These challenges not only affect profitability and competitiveness but also restrict business expansion
and long-term sustainability. Addressing these issues will not only contribute to the growth of individual
enterprises but will also support employment generation and foster broader economic development in
Himachal Pradesh.

Suggestions and Recommendations

To address finance-related challenges, financial institutions should simplify and speed up the loan
approval and disbursement process, offer low-interest loans and make available flexible repayment
option, organise regular financial literacy programs, workshops, and training sessions.

To tackle production-related challenges, government departments and industry associations should
ensure the timely availability of quality raw materials at affordable prices, improve infrastructure and
ensure a reliable power supply, expand vocational education and skill development programs, and
promote the adoption of modern technologies and production techniques.
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To tide over marketing-related challenges, governments should encourage the development of common
marketing platforms, participation in trade fairs, and greater access to e-commerce channels, offer
transportation subsidies and logistics support, render assistance to entrepreneurs in building effective
distribution networks, impart affordable training regarding digital marketing and promotional strategies,
and promote cluster-based development.

Conclusion

Micro enterprises play a vital role in the economic and social development of Himachal Pradesh. They
generate employment opportunities, promote self-employment, and contribute significantly to the
growth of local and rural economies. These enterprises provide livelihoods to numerous families,
support traditional crafts and local industries, and help ensure balanced regional development, especially
in the state's remote and hilly areas. Despite their importance, micro enterprises in Himachal Pradesh
face a range of challenges that limit their growth and long-term sustainability. The findings of the study
reveal that entrepreneurs encounter significant financial, production, and marketing-related difficulties.
Financial challenges include high capital requirements, delays in obtaining loans, high interest rates, and
limited financial literacy, all of which restrict the ability of entrepreneurs to start, operate, and expand
their businesses. On the production side, factors such as the high cost and inadequate availability of raw
materials, poor-quality inputs, power shortages, and a lack of skilled labour negatively affect
productivity and operational efficiency. Marketing challenges further intensify these difficulties, with
high transportation costs, pricing issues, limited distribution channels, expensive promotional activities,
and increasing market competition reducing the competitiveness of micro enterprises. Among all the
constraints identified, high transportation costs (83.14%), high raw material costs (80.65%), and delays
in loan disbursement (73.20%) emerged as the most serious challenges faced by micro enterprises. These
issues not only increase operational costs but also limit business expansion and profitability. Therefore,
addressing these barriers is crucial for enhancing the performance, resilience, and sustainability of micro
enterprises across the state.

To promote sustainable growth, greater emphasis should be placed in improving access to affordable
finance, providing entrepreneurship and digital literacy training, and developing better infrastructure,
reducing delays in loan disbursement, enhancing financial literacy, ensuring the availability of
reasonably priced raw materials, strengthening infrastructure and power supply, promoting skill
development, and providing better marketing. Government agencies, financial institutions, and local
support organizations need to work collaboratively to offer technical assistance, marketing support, and
easier access to credit facilities and subsidies. In addition, encouraging innovation, skill development,
and the adoption of modern technologies can improve productivity and help micro enterprises compete
more effectively in changing markets. With sustained encouragement and a supportive business
environment, micro enterprises can become a powerful engine of inclusive, balanced, and sustainable
development in the state.
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