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Abstract
In a developing country like India, Micro, Small and Medium Enterprises (MSME) are the
backbone of the economy, contributing significantly to the GDP and also providing
employment and business opportunities to millions of people. Modern technology, especially
Artificial Intelligence (Al), is revolutionizing the MSME sector. Automation, data analysis,
customer service, consumer demand, marketing and financial management can be improved
through Al, which also increases the productivity and competitiveness of MSME. However,
many times MSMEs also face many challenges in adopting Al, such as lack of financial
resources, lack of technical knowledge, lack of trained people and limitations of digital
infrastructure. To overcome all these obstacles, the government will have to provide policy
support, technical tools, training programs and financial assistance. Along with this, MSMEs
will also have to partner with Al startups and technology companies. If the right strategies are
adopted, the MSME sector can use Al to increase its efficiency, profitability, training and
market access, thereby boosting the economy of developing countries like India. This article
will elaborate on the importance of Al in the MSME sector, its impact, challenges and possible
solutions.
Keywords: Automation, Data Analytics, Customer Service, Financial Management, Digital
Infrastructure, Technical Training, Government Policies, Competitiveness, Startups and
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Introduction -

Artificial Intelligence is one of the most revolutionary discoveries and technologies of today's
era, which has brought unprecedented and surprising changes in various fields. Economics,
which is the basis of the progress of any country, is also not untouched by Al. Production,
marketing, financial management, employment, business and government policies have been
effectively affected by Al. New jobs have been created and traditional businesses have also
suffered losses, but some businessmen have taken advantage of Al and brought it to the market
in a new way and earned huge profits and fame. This is a technology that can easily know both
the analysis of consumers and their demand. If there is complete knowledge of its technology
and it is used with a trick, then it can benefit both the businessman and the economy. Al is a
technology and a person uses technology according to his knowledge, experience and
intelligence. The use of this technology affects not only humans but also society and the
economy. If it is used positively, then the economy benefits a lot. If it is used negatively, then
it harms the individual, society and economy in both direct and indirect forms.

Micro, Small and Medium Enterprises (MSME) etc. play a very important role in the economy
of India, a developing country striving to join the list of developed countries. This sector not
only contributes to increasing the GDP of the country, but also provides new employment,
business and employment opportunities. At the same time, Artificial Intelligence (Al) as a
modern technology has also opened the doors of new possibilities for MSME by changing the
way business operations are conducted.

Importance of MSME sector in India —

The MSME sector in India is called the backbone of the country. If we look at the data of 2022,
then this sector contributes about 30% to the GDP of the country and also provides employment
to more than 11 crore people. It not only plays an important role in job creation but also
promotes industrial development, innovation and exports of the country.

The MSME sector is the second largest employment provider in India after agriculture. It
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provides employment opportunities especially in rural and semi-urban areas. About 45% of
India's total exports come from the MSME sector, making it competitive in the global market.
The sector is not limited to metros but is spread across small towns and villages, reducing
economic inequality and leading to overall development of the country. MSME also promotes
startups and new business ideas, increasing the chances of developing new products and
services.

Many MSME enterprises are run by women, giving them an opportunity to become self-reliant
and thereby promoting socio-economic development.

The government is providing financial assistance through various schemes like Pradhan Mantri
Mudra Yojana, Stand-up India, Start-up India, CGTMSE Yojana to strengthen the MSME
sector.

The MSME sector is mainly divided into three parts:

1. Micro Enterprises: These are small businesses with minimal capital investment and
limited workers. In India, as per the definition of micro enterprises, businesses with a total
investment of less than Rs 1 crore and annual turnover of less than Rs 5 crore fall under the
category of micro enterprises. These enterprises are mainly active in cottage industries,
handicrafts, small manufacturing, service sector and household industries. Micro enterprises
empower the economy by providing self-employment opportunities in rural and urban areas
and play a supporting role to large industries.

2. Small Enterprises: These are enterprises which are larger than micro enterprises but
smaller than medium enterprises. In India, small enterprises are those with a total investment
of up to Rs 10 crore and an annual turnover of up to Rs 50 crore. They are mainly engaged in
manufacturing, service and trading activities. Small enterprises play an important role in
increasing employment opportunities at the local and national level, stimulating industrial
development and contributing to exports. The sector is also considered important for
empowering new entrepreneurs and promoting innovation.

3. Medium Enterprises: These are enterprises that are larger than small enterprises but
smaller than large enterprises. In India, as per the definition of medium enterprises, businesses
with a total investment of up to Rs 50 crore and an annual turnover of up to Rs 250 crore fall
into this category. These enterprises are mainly engaged in the field of manufacturing, service
and trading and are an important part of the supply chain of large industries. Medium
enterprises not only increase competitiveness in local and international markets but also
contribute to innovation and technological advancement, thereby boosting the country's
economic progress.

The sector is spread across various industries including agriculture, manufacturing, service,
and retail trade. The government is also implementing various schemes and policies to promote
the growth of MSMEs.

Artificial Intelligence (Al) —

Artificial Intelligence (Al) is an advanced technology that gives computers and machines the
ability to think and make decisions like humans. Al uses techniques such as machine learning
(ML), deep learning, computer vision, and natural language processing (NLP). Al can be used
to improve data analysis, automation, customer service, marketing, financial management, and
production processes. For MSMEs, this technology can provide greater productivity and
competitiveness at a lower cost.

Impact of Al in MSME sector —

The use of Al in the MSME sector can provide several significant benefits. This technology
not only makes operations easier but also reduces costs.
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1. Increased automation and productivity —

Al based automation tools help small and medium businesses reduce production costs and save

time. For example, Al powered machines can assist in automated manufacturing, inventory

management, and quality control.

2. Data analysis and decision making assistance —

Al based analytics tools can make business decisions more effective by analyzing data. It helps

businesses understand market trends, customer preferences, and financial risks.

3. Improved customer service —

Al based chatbots and virtual assistants can improve the customer service of businesses by

answering customer queries quickly. This increases customer satisfaction and brand credibility.

4. Marketing and sales enhancement —

Al can be used to understand customer behaviour, create personalised ads, and conduct target-

based marketing campaigns. This helps MSMESs to acquire more customers.

5. Risk management and fraud prevention —

Al can be used in financial transactions to detect fraud and strengthen cybersecurity. This can

be helpful in protecting small businesses from financial risks.

Challenges of Al adoption in MSME —

Although Al has many benefits, there are also many obstacles in adopting it in the MSME

sector.

e Due to lack of technical knowledge, most MSME owners and employees do not have proper
knowledge about Al and its use, which makes its effective use difficult.

e It also has some financial limitations. Sufficient capital is required to adopt Al. But small
businesses do not have enough budget to implement it.

e |Infrastructure and data security are also a challenge. Implementing Al-based technology
requires strong digital infrastructure and cyber security, which is challenging for many
MSMEs.

e Organizational resistance is also a problem. Many small businesses prefer to work in
traditional ways and shy away from adopting new technologies.

Measures to adopt Al in MSME —

MSME in India should adopt the following measures to get the benefits of Al:

1. Government support and policies —

The government should provide financial assistance, subsidies and training programs to MSME

to adopt Al.

2. Technical training and awareness —

Al related training programs should be organized on a large scale, so that small traders and

employees can understand it. And they can do the work properly.

3. Collaboration and partnership —

MSME should partner with Al companies and startups, so that they can easily adopt new

technologies. And can use it according to their requirement.

4. Developing affordable Al solutions —

Inexpensive and easily implemented Al solutions can benefit small businesses more. Indian

startups and IT companies can work in this direction.

5. Improve digital infrastructure —

The availability of internet and cloud-based services can help MSME adopt Al.

Conclusion —

The combination of MSME and Al can make India's economy more empowered. Although

there are challenges in adopting Al for MSME, with the right strategies and government

VYolume-23, Issue-SE January-June 2025, iajesm2014@gmail.com, ISSN: 2393-8048 486


mailto:iajesm2014@gmail.com

RAWATSAR P.G. COLLEGE

Sanskriti Ka Badlta Swaroop Aur AI Xi Biumika’ (SBSAIB-2025)
DATE: 25 January 2025

International Advance Journal of Engineering, Science and Management (IAJESM)
Multidisciplinary, Multilingual, Indexed, Double-Blind, Open Access, Peer-Reviewed,
Refereed-International Journal, Impact factor (SJIF) = 8.152

support, the sector can reach new heights. Using Al can make MSMEs more competitive and
strengthen their presence in the global market.

By adopting Al based technologies, the MSME sector can increase its efficiency, profitability
and market access, which will also boost the Indian economy. The MSME sector is a major
driver of India's economic growth, innovation and social inclusion. It requires policy-making,
technical support and financial assistance for its sustainable development.
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