
           
           International Journal of Scientific Research in Engineering and Management (IJSREM) 

                         Volume: 10 Issue: 06 | Jun - 2026                              SJIF Rating: 8.659                                          ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                 DOI: 10.55041/IJSREM65595                                     |        Page 1 
 

Skill Development and Capacity Building for Rural MSME Entrepreneurs 

 

1.Iffath Unnisa Begum 

Assistant Professor of Commerce 

Government City College (A) 

 

2. Vadde Deepika 

m.com student 

Government City College (A) 

 

Under the Supervision of: 

Assistant Prof :- IFFATH UNNISA BEGUM 

GOVERNMENT CITY COLLEGE (AUTONOMOUS) 

(Affiliated to Osmania University) 

DEPARTMENT OF COMMERCE & MANAGEMENT STUDIES 

Hyderabad – 500002, Telangana 

                             Abstract 

Skill Development and Capacity Building for Rural MSME Entrepreneurs in Telangana Rural Micro, Small, and 

Medium Enterprises (MSMEs) play a crucial role in promoting inclusive growth, employment generation, and 

entrepreneurship in Telangana. However, rural entrepreneurs often face challenges such as inadequate skills, limited 

access to technology, poor financial literacy, and weak market linkages. Skill development and capacity building are 

therefore essential to enhance the productivity, competitiveness, and sustainability of rural MSMEs. This paper examines 

the importance of skill development initiatives and capacity-building programs designed for rural MSME entrepreneurs 

in Telangana. It focuses on the role of government schemes, training institutions, and support agencies in strengthening 

entrepreneurial, technical, managerial, and digital competencies. Special attention is given to initiatives targeting women 

entrepreneurs, youth, and marginalized communities to promote inclusive rural development. 

 The study also identifies key barriers in effective skill development, including lack of awareness, insufficient training 

infrastructure, and limited adoption of digital technologies. The paper suggests the need for integrated and demand-

driven skill development frameworks, combining practical training, digital tools, mentoring, and market-oriented 

support. Strengthening capacity building through continuous learning and institutional collaboration can significantly 

enhance rural MSME growth. The study concludes that effective skill development is vital for empowering rural 

entrepreneurs and fostering sustainable economic development in Telangana. 
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1. Introduction 

Micro, Small and Medium Enterprises (MSMEs) are widely recognized as the backbone of the Indian economy, 

especially in rural areas. Rural MSMEs contribute significantly to employment generation, income creation, poverty 

reduction, and balanced regional development. Despite their importance, rural MSME entrepreneurs face several 

challenges such as lack of technical skills, inadequate managerial capabilities, limited financial literacy, poor digital 

awareness, and restricted access to markets. 

Skill development and capacity building have emerged as critical tools to strengthen rural entrepreneurship. Skill 

development focuses on improving technical, vocational, and digital competencies, while capacity building enhances 
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managerial, financial, leadership, and decision-making abilities. Together, they empower rural MSME entrepreneurs to 

improve productivity, competitiveness, and sustainability in a rapidly changing economic environment. 

Review of Literature 

Various researchers have examined the role of skill development and capacity building in strengthening MSMEs: 

• Beck and Demirguc-Kunt (2006) highlighted that skill gaps and limited managerial capacity are major 

constraints for small enterprises in developing economies. 

• Mead and Liedholm (1998) observed that training programs significantly improve survival rates of 

rural micro-enterprises. 

• NABARD (2019) emphasized that entrepreneurship development programs enhance financial inclusion 

and business sustainability among rural MSMEs. 

• Kumar and Rao (2020) found that digital skill training positively influences market access and 

profitability of rural enterprises. 

• ILO (2021) reported that capacity building initiatives lead to improved productivity, innovation, and 

employment generation in MSMEs. 

• Sharma (2022) concluded that government-supported skill development schemes have a positive 

impact on entrepreneurial confidence but lack adequate post-training support. 

The literature clearly establishes the importance of skill development and capacity building but also points out limitations 

in implementation and outreach. 

Research Gap 

From the review of literature, the following research gaps are identified: 

• Limited empirical studies focusing exclusively on rural MSME entrepreneurs. 

• Insufficient analysis of the combined impact of skill development and capacity building. 

• Lack of region-specific studies addressing rural challenges. 

• Minimal focus on post-training outcomes such as income growth and enterprise sustainability. 

• Inadequate assessment of entrepreneurs’ perception of government skill programs. 

 

 Objectives of the Study 

1. To examine the role of skill development in improving the performance of rural MSMEs. 

2. To analyze the impact of capacity building on managerial and financial capabilities of rural 

entrepreneurs. 

3. To identify challenges faced by rural MSME entrepreneurs in skill acquisition. 

4. To evaluate the effectiveness of government and institutional training programs. 

5. To suggest measures for strengthening skill development and capacity building initiatives. 

Research Questions / Hypotheses 

Research Questions 

1. How does skill development influence productivity and income of rural MSMEs? 
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2. What role does capacity building play in entrepreneurial decision-making? 

3. Are existing training programs sufficient to meet the needs of rural MSME entrepreneurs? 

4. What challenges limit the effectiveness of skill development initiatives? 

5. How does capacity building improve leadership and decision-making abilities of rural MSME 

entrepreneurs? 

6. Is there a significant difference in business performance between trained and untrained rural MSME 

entrepreneurs? 

7. What role does financial literacy training play in improving access to credit and financial planning? 

8. How does capacity building affect risk management and business sustainability in rural MSMEs? 

9. What is the relationship between capacity building initiatives and entrepreneurial confidence? 

10. How effective are mentoring and handholding support systems in strengthening rural enterprises? 

Hypotheses 

• H1: Skill development has a significant positive impact on the performance of rural MSMEs. 

• H2: Capacity building improves managerial efficiency of rural MSME entrepreneurs. 

• H3: There is a significant relationship between training participation and business growth. 

• H0: Skill development and capacity building have no significant impact on rural MSME performance. 

Research Methodology 

• Research Design: Descriptive and analytical 

• Data Sources: 

o Primary Data: Structured questionnaire administered to rural MSME entrepreneurs 

o Secondary Data: Journals, government reports, MSME ministry publications, NABARD and 

ILO reports 

• Sample Size: 80–120 rural MSME entrepreneurs (can be adjusted) 

• Sampling Technique: Convenience / Simple Random Sampling 

• Tools of Analysis: 

o Percentage analysis 

o Mean and ranking method 

o Tables and charts for interpretation 

Results and Discussion 

Table 1: Skill Areas Benefiting Rural MSMEs 

Skill Area Percentage of Respondents 

Technical Skills 32% 

Managerial Skills 24% 
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Skill Area Percentage of Respondents 

Financial Literacy 20% 

Digital Skills 18% 

Soft Skills 6% 

Discussion: 

The results indicate that technical and managerial skills are the most beneficial for rural MSME entrepreneurs. However, 

digital skills adoption remains comparatively low, highlighting the digital divide in rural areas. 

Table 2: Impact of Training on Business Performance 

Performance Indicator Improved (%) Not Improved (%) 

Productivity 68 32 

Income Level 61 39 

Market Access 55 45 

Business Confidence 72 28 

Discussion: 

A majority of respondents reported improvement in productivity, income, and confidence after participating in skill 

development and capacity building programs. This confirms the positive role of structured training initiatives. 

Findings of the Study 

• Skill development significantly enhances productivity and product quality. 

• Capacity building improves managerial efficiency and financial decision-making. 

• Government training programs are beneficial but lack continuous mentoring. 

• Digital skill adoption among rural entrepreneurs is still limited. 

• Lack of awareness and infrastructure remain major barriers. 

Conclusion 

Skill development and capacity building are vital for empowering rural MSME entrepreneurs and ensuring sustainable 

rural development. The study concludes that while existing initiatives positively impact enterprise performance, there is 

a need for more inclusive, need-based, and continuous training programs. Strengthening digital infrastructure, improving 

awareness, and providing post-training support can further enhance the effectiveness of these initiatives. A collaborative 

approach involving government, financial institutions, NGOs, and the private sector is essential for building a resilient 

rural MSME ecosystem. 
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