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Indian economic development includes a wide range of change in a variation of social, 
financial and economic indicators. One among those indicators is MSME sector. This 
sector acts as a boom to all developing countries like India. The growth of this sector has 
an impact on the country’s economy. Even though MSMEs are larger in number they 
face lot of problems to develop their business. The main problems are finance, marketing, 
technology-up gradation, human resource, competitors, government policy, etc., This 
paper mainly examines the problems faced by the entrepreneurs to avail loans from 
Micro financial institution. The primary data is collected through questionnaire from the 
entrepreneurs who availed loans. Fewer problems have been used as variables to 
understand which problem is faced predominantly by the entrepreneurs. 
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Introduction: 

In India small scale industries performance plays a crucial role in industrial economy 
progress.  This sector has been demonstrating a sound, constant and strong positive 
growth. By understanding the importance of this sector in the economic, 
socialandindustrial development of the country, the government of India has been 
inspiring, accentuating and supporting the promotion of micro, small and medium 
enterprises,since independence throughdeliberate policies such as capital subsidies, 
protection from large scale industries, reservation of specific items of 
production,differential tax treatment, etc. Finance has been measured as the life blood of 
all the industrial and business activities. Adequateand timely credit is the most vital effort 
that can make micro and small enterprises sector moreprogress. The increase in the 
competitiveness of small-scale industry will also be resolute by the obtainability and 
quantum of finance. The demand for finance from SSI will be extensive considering its 
structure,size, need for its business expansion growth pattern, and technology 
development. 

“Definition of Micro, Small & Medium Enterprises  In accordance with the provision 
of Micro, Small & Medium Enterprises Development (MSMED) Act, 2006 the Micro, 
Small and Medium Enterprises (MSME) are categorized into two Classes: 
Manufacturing Sector 

Size of Enterprises Investment in plant & machinery 

Micro Enterprises Does not exceed 25 lakh rupees 
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Small Enterprises More than 25 lakh rupees but does not exceed 5 crore rupees 

Medium Enterprises More than 5 crore rupees but does not exceed 10 crore rupees 

Service Sector 

Size of Enterprises Investment in equipment’s 

Micro Enterprises Does not exceed 10 lakh rupees: 

Small Enterprises More than 10 lakh rupees but does not exceed 2 crore rupees 

Medium Enterprises More than 2 crore rupees but does not exceed 5 crore rupees 

Source: MSMED 2006 ACT” 

REVIEW OF LITERATURE:  
• Sharma R. (2012) the researcher examined the problems and prospects of small-

scale units. The main objective of the study was to find practices, policies, 
problems and prospects in exporting and non-exporting small-scale industries. 
The study was descriptive in nature. The sample data were collected from the 240 
non-exporting and 60 exporting industries. The major problem faced by non-
exporting units was finance and technological -up gradation to meet the 
competitors as large-scale industries. The problems faced by the exporting 
industries arenegotiations on terms of payment,marketing efficiency and 
technology up gradation. 

• Papiya Manna, Dr. Tapas Mistri (2017)the study observed the status of micro 
small and medium enterprises: a regional analysis. The main objective of the 
study was to focus on growth and performance, to find the employment 
generation, registration and output generation of MSME. The study was purely 
depended on secondary data. The study was analytical and descriptive in nature. 
The tools used are graphs, charts, trend line, maps and the maps are shown using 
the Arc-GIS software. The researcher found that the registration of MSMEs in 
EM-II or UAM was done by most of the enterprises but few columns found to be 
unfilled by the rural people or they may not be willing to register so as to escape 
from the tax. The few states like Gujarat, Tamil Nadu, Maharashtra, Uttar 
Pradesh, so on are highly involved in supporting MSMEs. 

• Sudhir Pande (2012)the main aim of the study was to study the influence of 
management functions like planning, Directing, Organizing,Controlling, 
Coordinatingon entrepreneurial development – a study of small scale and tiny 
enterprises in and around Pune.The purposeful sampling design was used for the 
study; the primary data were collected from 84 units of small and tiny 
manufacturing enterprises in and around Pune. The study found that the 
entrepreneurs should effectively involve themselves in functions like planning, 
organizing, coordinating, controlling, directing, innovation, risk bearing, 
management resources and leadership. They should have high control over staff, 
planning and inventories. 

• George Mathew (2010) studied on SSI units in an open economy context:the 
Kerala scenario- with a comparativeanalysis of data from Kerala &Karnataka. 
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The main objectives are to assess the comparative performance and potential 
growth of small enterprises of Kerala &Karnataka. The primary data were 
collected from the 90 SSI of both states. The researcher 
implementedquestionnaire cum interview method with small enterprise and the 
driveof the enquiry was on volume of employment, marketing andexport 
potentials,finance,production aspects and problems of the enterprises. The 
statistical methods like simple percentages,growth rate,and student’s t 
testregression and correlation methods. It was found that the entrepreneurs should 
be ready to bear uncertainty and risk. They have to develop the business 
domestically and globally. There were good number of first-generation 
entrepreneurs using developments in information technology, bio- technology and 
pharmaceuticals. 
OBJECTIVES  
• To find the highest-ranking problems of entrepreneurs while availing loan 

from micro financial institutions. 

RESEARCH METHODLOGY  

 The present paper is based on descriptive and analytical study. The study has used 
both primary and secondary data. The primary data were collected from 50 entrepreneurs. 
The statistical tool used is Henry Garrett Ranking Method.  

Statistical tool: 

Definition: “Garrett's ranking technique . Garrett's ranking technique was used 
to rank  the preference indicated by the respondents on different factors”.2 

The tool is used to find out the most significant problem faced by the entrepreneurs while 
availing loan from micro financial institutions. Here the respondents are asked to rank to 
problems according to their influencing factor. 

Percentage position =  

Where, Rjj = Rank given for ‘i’th factor by ‘j’th individual 
Nj = Number of factors ranked by jth individual 

“With the help of Garrett’s Table, the percent position estimated isconverted into scores. 
Then for each factor, the scores of each individualare added and then total value of scores 
and mean values of score iscalculated. The factors having highest mean value is 
considered to be 
the most important factor.” 

Table1: Percent Position and Garret Value 

 Sl.no Calculated Value Garrett Value 

1 8.33 77 

2 25 64 

3 41.67 54 
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4 58.3 46 

5 75 37 

6 91.67 23 
  Sources: calculated 
           The table shows the calculated and Garrett value, the calculated value was found 
by using above formula and the Garrett value was found by using Garrett’s Ranking 
Table. The Garrett value is multiplied with the mean score value of each factor to find the 
important factor.   
Table 2: Problems faced by the entrepreneur spredominantly while availing loan 
from micro financial institutions . 

Sources: calculated  

It is clear from table 2  that the problems are more influenced by cumbersome 
procedures (63.14) followed by Collateral securities requirement (57.26), Delay 
sanctioning of loan (56.42), Identification of deserving borrowers (48.76), Lack of 
sympathetic attitude on the part of bankofficials (41) and Availing of loan amount (33.5). 

Rank Scale 

Factors 

I II III IV V VI TOTA
L 

TOTAL 
SCORE 

MEAN 
SCORE 

RA
NK 

77 64 54 46 37 23 

Lack of 
sympathetic 
attitude on the 
part of 
bankofficials 

2 3 1 18 16 10 50  

 

2050 

41 5 

154 192 54 828 592 230 

Identification 
of deserving 
borrowers 

5 2 12 16 14 1 128  

2438 

48.76 4 

385 128 648 736 518 23 

Delay 
sanctioning of 
loan 

7 21 12 2 1 7 50  

2821 

56.42 3 

539 1344 648 92 37 161 

Cumbersome 
procedure 

16 17 12 2 2 1 50  

3157 

63.14 1 

1232 1088 648 92 74 23 

Collateral 
securities 
requirement 

18 1 12 10 7 2 50  

2863 

57.26 2 

1386 64 648 460 259 46 

Availing of 
loan amount 

1 6 2 1 10 30 50  

1675 

33.5 6 

77 384 108 46 370 690 

Total   50 50 50 50 50 50 
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Suggestion and conclusion: 

The entrepreneurs are found all over the world, but everybody is not successful 
because they may face any of the problems like finance, marketing, technology-up 
gradation, human resource, competitors, government policy, etc., The main problem may 
be finance to meet their needs. In the present study the entrepreneurs facedproblems 
mainly on cumbersome procedures, there are lot of paperwork, formalities and 
documents to be shown to get loan from bank so automatically there will be delay in 
sanctioning of loan. If the application for loan is to be processed online directly by the 
people and letting them know whether they are eligible to get loan through pop up 
message and clearing their doubt through online chat will reduce the important problems 
of people.   
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