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Abstract 
The paper explores the critical role that cottage and 

small-scale industries have had in India's economic 

development. Emphasizing their importance in 

creating jobs, boosting industrial production, and 

encouraging self-employment, the research delves 

into the present state and obstacles encountered by 

these industries. The study examines the 

significance of cottage and small-scale industries 

using secondary data from multiple sources, 

highlighting their contribution to the growth of 

industrial products, employment, foreign exchange 

profits, and equitable income distribution. The 

study finds production issues in both industries, 

including shortages of raw materials, technological 

barriers, capacity underutilization, difficulties with 

exporting, budgetary restraints, and marketing 

concerns. It ends with suggestions on how to deal 

with these issues, like improving education, In 

order to support the expansion of India's small- and 

cottage industries, the study emphasizes the 

importance of efficient administration and places a 

strong emphasis on leadership and administrative 

abilities. promoting skill development, looking into 

new markets, boosting government spending, and 

promoting sustainable productivity. 

 

I. Introduction 
In Indian economy small-scale and cottage 

industries occupy an important place, because of 

their employment potential and their contribution to 

total industrial output and exports. Small 

scale manufacturing industries and cottage 

industries play a very important role in the 

economic development of India. If any amount of 

capital is invested in small scale industries it will 

help in reducing unemployment in India and 

increasing self-employment. Small scale 

industries are important because it helps in 

increasing employment and economic development 

of India. It improves the growth of the country by 

increasing urban and rural growth. Small 

scale manufacturing industries and cottage 

industries play a very important role in the 

economic development of India. 

At present the small-scale industry (SSI) 

continues a very important Segment of the Indian 

economy has emerged as a Dynamic & vibrant 

sector of the economy. Small scale industries are 

normally privately demand corporations & 

partnerships, which constitutes small in terms of 

Govt. support and tax policy varies depending on 

the country and industry. A cottage industry where 

the creation of products and services is home-

based, rather than factory-based. The SSI and 

cottage industry sector holds the key to economic 

prosperity of Indian economy, characterized by 

abundant labour supply, unemployment & under 

employment, scarcity of finance, growing modern 

large industries providing scope for development of 

Ancillary industries & so on. The small-scale 

industry has grown phenomenally during the Last 

six decades & has acquired a very prominent place 

in the socio-economic development. 

 

Meaning 

 A small-scale industry is one which is 

operated mainly with hired labour, usually 

employing 10-50 persons. It is highly located in 

urban area.  

 SSI likes that Napkins, tissues, chocolates, 

tooth pick, water bottles, small toys, paper, pens, 

bakery, khadi, hand loom, agarbatti and candle 

making etc. 

 On the other hand, a cottage industry is 

one which is carried on primarily with the help of 

members of the family either, as a whole or part–

time occupation. It is located in rural area. 

 Cottage industry likes that cotton weaving, 

silk weaving, carpet making, leather industry, metal 

handcrafts and small food processing etc. 
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Objectives 

1. To analysis the importance of cottage and SSI 

in the process of economic development in 

India. 

2. To explain the status of SS and cottage 

industry in Indian economy. 

3. To discuss various problems in the process of 

SSI and cottage industry in India. 

4. To analysis different suggestion towards the 

growth of SSI and cottage industry of India.  

 

II. Research methodology 
This paper is based on secondary data, which is 

collected from internet, articles and District rural 

development agencies, report of ministry of rural 

development of India, Research papers, IMF and 

different websites. 

Importance of cottage and small-scale industries 
There is a shortage of capital and technical skill in 

sub continental. It is not possible to establish the 

heavy industries. While it is very easy to increase 

the number of small scale and cottage industries. 

Following are the various importances of SSI and 

cottage industries: 

Increase in industrial products: - There is a 

shortage of manufactured goods in our area. We 

spend a lot of foreign exchange on the import of 

these goods every year. So we should increase the 

small scale and cottage industry to remove the 

shortage of these goods. 

Increase in employment:- The rate of 

unemployment is increasing day by day. To control 

unemployment it is necessary that we should 

increase the small scale & cottage industries 

because these are labour intensive. It is not possible 

to provide Govt. jobs to all the unemployed people. 

It may also increase the self employment. 

Increase in foreign exchange earnings:-The 

various kinds of goods like carpets and sports sold 

in the international market. We earn a lot of foreign 

exchange by exporting these goods. 

Use of industrial waste:- The waste of large scale 

industries like cotton and steel can be used by the 

small scale & cottage industry. In this way we can 

save a lot of capital. 

Provides employment to women:- Our woman is 

engaged in the cottage and small scale industry and 

increasing in the production because in our society 

women cannot work with other men in the 

factories. We should increase in the number of 

cottage industries to make the female sector a real 

asset of the nation. 

Increase in the income: - Increase in the 

production of goods on small scale & cottage 

industry increase the income of the people. The rise 

in income improves the standard of living. In rural 

areas there is great need of this industry. 

Proper distribution of wealth:- These industries 

are increases the income of the people and reduces 

the gap between rich and poor. We can reduce the 

poverty by expanding of these industries. 

Development of population pressure:- We can 

develop backward areas by establishing the SS & 

cottage industry in these areas. It will remove 

poverty from back ward areas. 

Supports the growth of large industries:- The 

both SS and Cottage industries productions output 

also help of the growth of large scale industries. 

 

Status of SSI and cottage industries:- 

 Indian economy is an under developed 

economy. Its vast resources are either unutilized or 

underutilized. A major section of man power is 

lying idle. The per capita income is low. Capital is 

shy and scarce and investment is lean. Production 

is traditional and the technique is outdated. The 

output is insufficient and the basic needs of the 

people remain unfulfilled. 

 Government of India has taken a number 

of steps to promote them. However, with the recent 

measures, small-scale and cottage industries facing 

both internal competition as well as external 

competition.  

 Industrialization is the only answer to this 

present state of disrupted economy. The problem is 

of the approach which should be direct, utilitarian 

and pragmatic. Such industries do not require huge 

capital and hence suitable for a country like India. 

 The small scale industries have a talent of 

‘dispersal’. They can be accessible to the remote 

rural areas of the country and do not lead to the 

remote rural areas of the country and do not lead to 

regional imbalance and concentration of industries 

such as entrepreneurship and capital.  
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Cottage industries in India 
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Problems  

a) Production problems :-  

 

Shortage of raw materials:- The owner of small 

scale & cottage industry cannot get enough raw 

materials to meet their demands. They even 

sometimes get poor quality of raw material on 

higher prices which results in low production and 

loss of customers. 

Technology:- These entrepreneurs are not fully 

exposed to the latest technology. Moreover, they 

lack requisite resources to update or modernize 

their plant and machinery. Due to absolute methods 

of production, they are confronted with the 

problems of less production inferior quality & that 

too at higher cost. 

Under utilization of production capacities:- 

There is under utilization of installed capacity to 

the extent of 40 to50 percent in case of SSI & 

cottage industries. Various causes of this under-

utilization are shortage of raw material, finance & 

under developments problems associates with 

funds and even availability of power.  

Problems of export:- They lack knowledge about 

the export procedures, demand patterns, product 

preference, international currency rates and foreign 

buyers behavior. These industries are not able to 

penetrate foreign markets because of their poor 

quality and lack of cost competitiveness. 

Product cost:- SSI & cottage units are thus forced 

to purchase the same raw material from the open 

market at very high prices. It will read to increase 

in the cost of production thereby making their 

functioning unviable.   

Finance problem:- Many SSI and cottage 

industries face the problems of lack of funds. They 

are not able to access the domestic capital market to 

raise resources. They have to depend upon private 

money lenders who charge high interest.  

Marketing:- These small-scale units are the also 

exposed to marketing problems. They are not in a 

position to get first hand information about the 

market i.e., about the competition, taste, linking, 

disliking, of the consumers & prevalent fashion. 

They one producing less of inferior quality and that 

too at higher costs. 

b) Marketing problems:- 
 

Lack of relevant information regarding 

economic factors:- These industries lack of market 

knowledge or information with regard to 

competitors, consumer preferences, market trends. 

Since their production volume is small and cannot 

meet demand for large quantities their market is 

very restricted. 

Lack of sufficient entrepreneurial skill and 

talent:- Because the education standard is very 

poor for the rural areas. So, they are wanting to 

migration to the other for labourer of the more level 

of income.   

Lack of eagerness to ascertain socio-cultural 

influences:- People not eagerness to ascertain of 

the cottage industries products, because markets are 

available in plastic and various modern styles of 

products. 

Lack of relevant information of demographic 

features:- Due to lack of ability in the production 

level in these industries are the causes of low level 
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of education and they are not get the relevant 

information of marketing process. 

Unnecessary reliance on traditional methods 

and appropriates:- Almost people are likes that 

the modern method of production goods. So the 

reduction of traditional approach of production 

such as Khadi, hand loom, cottage & sericulture. 

              

 

 

III. Suggestions  
1. Encourage the students to continue with their 

education. 

2. Girls should contribute to the sanity after their 

training.  

3. Explore other slum areas. 

4. Increase government funds. 

5. Skill based need to be improved. 

6. Rising productivity needs to be made 

sustainable.  

 

IV. Conclusion 
Effective management requires leadership 

plus administrative skills in planning, organizing, 

directing and controlling the entire business 

operations. Because of limited Financial resources 

and inability to hire professional managerial 

personnel, small-scale And cottage industry units 

lack specialization in the execution of various 

functions of management .The majority of small-

scale units are sole proprietorship organizations and 

as such these units are highly personal in nature 

,i.e., the single man’s show. It is very difficult to 

take quick decision in all respects and 

implementing these decisions promptly since the 

sole proprietor is neither a production oriented 

engineer nor sales oriented merchant. He has no 

time to look after other functions. Moreover, the 

majorities of sole proprietors are illiterate or have 

low level of education and lack managerial skill. 

 


