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Abstract

Cottage industries play a vital role in the Indian economy,
significantly contributing to job creation, rural development,
poverty reduction, and the preservation of traditional crafts.
Acknowledging their socio-economic value, the Government of
India has rolled out several initiatives designed to bolster these
industries  through financial support, skill enhancement,
technological aid, infrastructure improvements, and market
promotion. This study evaluates the effectiveness of key
government initiatives aimed at fostering the growth and
sustainability of cottage industries in India. It delves into important
schemes such as the Prime Minister's Employment Generation
Programme (PMEGP), the Scheme of Fund for Regeneration of
Traditional Industries (SFURTI), the Pradhan Mantri MUDRA
Yojana (PMMY), the Prime Minister Vishwakarma Scheme, One
District One Product (ODOP), and the Digital India initiatives.
Using a descriptive and analytical approach, the study relies on
secondary data gathered from government reports, research articles,
and policy documents. The findings indicate that government
interventions have had a positive impact on job creation,
entrepreneurial growth, access to financing, and market reach.
However, challenges like limited awareness, complex procedures,
technological hurdles, and marketing issues still hinder the
effectiveness of these initiatives. The study wraps up with policy
suggestions aimed at enhancing the impact of government support
systems and ensuring the sustainable development of cottage
industries in India.
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1. Introduction

India boasts a vibrant tradition of cottage industries that stretches back to ancient times. These industries are
typically marked by small-scale production, family ownership, labor-intensive methods, and the use of resources
found locally. Cottage industries are vital for fostering inclusive growth, especially by creating job opportunities
in rural and semi-urban areas. But the importance of cottage industries goes beyond just their economic impact.
They help preserve traditional crafts, celebrate cultural heritage, empower women, and encourage balanced
regional development. In recent years, globalization and industrialization have brought both new opportunities
and challenges for these industries. While they now have access to larger markets, they also face stiff
competition from big industries and imported goods. To tackle these challenges and bolster the sector, the
Government of India has rolled out a variety of schemes and policies. These initiatives aim to enhance financial
inclusion, promote entrepreneurship, improve skills, modernize technology, build infrastructure, and support
market connections. Evaluating these initiatives is crucial to gauge their effectiveness and pinpoint areas that
need improvement.

2. Review of Literature

Singh and Sharma (2018) found that government financial assistance significantly improves the performance of
rural enterprises and enhances employment generation.

Kumar (2019) reported that PMEGP has played a vital role in promoting self-employment and entrepreneurial
activities among rural youth.

Patel and Desai (2020) observed that access to institutional credit remains a major challenge for cottage industry
entrepreneurs despite various government initiatives.

Verma (2020) highlighted the importance of digital marketing in expanding the market reach of traditional
cottage industries.

Sharma and Gupta (2021) concluded that SFURTI has contributed to the revival of traditional industries through
cluster-based development.

Rao (2021) emphasized that technological adoption enhances productivity and competitiveness among cottage
industry units.

Mishra and Tiwari (2022) found that skill development programs have positively influenced entrepreneurial
capabilities in rural areas.

Jain and Agarwal (2022) reported that women entrepreneurs have significantly benefited from government-
sponsored financial schemes.

Khan (2023) identified inadequate awareness as a major barrier preventing entrepreneurs from fully utilizing
government support programs.

Gupta and Singh (2024) concluded that integrated policy support is essential for achieving sustainable growth in
cottage industries.

3. Research Gap

Most existing research tends to zoom in on single government programs or particular areas. There’s a noticeable
lack of studies that take a broader look at various government initiatives and how they work together to boost
cottage industry development throughout India. This study aims to fill that void by offering a comprehensive
assessment of the key government efforts in this field.

4. Objectives of the Study

1. To explore how cottage industries contribute to the economic growth of India.

2. To take a closer look at key government initiatives aimed at boosting cottage industry development.

3. To evaluate how government schemes have influenced job creation and entrepreneurship.

4. To pinpoint the challenges that cottage industry entrepreneurs encounter when trying to access government
benefits.

5. To recommend strategies for enhancing the effectiveness of government initiatives.

5. Research Methodology

5.1 Research Design This study takes a quantitative approach, blending descriptive and explanatory methods to
evaluate how effective government initiatives have been in fostering the growth of cottage industries in India.
We’ll be using a cross-sectional survey method to gather data from participants at a single moment in time.

5.2 Research Approach We’re following a deductive approach here, where we formulate hypotheses based on
existing literature and government policies, then put them to the test with empirical data.

5.3 Population and Study Area Our focus is on entrepreneurs, artisans, and owners of both registered and
unregistered cottage industries across India. This includes a variety of sectors like handicrafts, handloom, food
processing, pottery, leather, and other traditional village-based enterprises.
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5.4 Sampling Technique and Sample Size To select our respondents, we’re employing a multistage sampling
technique. We aim to gather a sample of 400 cottage industry entrepreneurs to ensure we have a solid
representation for reliable statistical analysis.

5.5 Sources of Data Our study relies on both primary and secondary data. We’ll collect primary data through a
structured questionnaire, while secondary data will come from reports published by the Ministry of MSME,
KVIC, NITI Aayog, RBI, as well as government publications, research journals, books, and other credible
sources.

5.6 Research Instrument For our primary data collection, we’ll use a structured questionnaire. It will include
demographic questions and statements that assess the effectiveness of government initiatives and the growth of
cottage industries. Participants will respond using a five-point Likert scale, ranging from 1 (Strongly Disagree)
to 5 (Strongly Agree).

5.7 Reliability and Validity Before rolling out the final survey, we conduct a pilot study to refine the
questionnaire. To gauge the reliability of our instrument, we use Cronbach's Alpha, aiming for a value above
0.70, which is deemed acceptable. We ensure content validity through a thorough review by experts, while
construct validity is assessed using Exploratory Factor Analysis (EFA).

5.8 Variables of the Study In this study, the independent variable is Government Initiatives, which encompass
financial assistance, subsidies, skill development, technology support, infrastructure, marketing assistance, and
awareness programs. On the other hand, the dependent variable is the Growth of Cottage Industries, evaluated
through various metrics such as production, employment, sales, profitability, business expansion, and
sustainability.

6. Data Analysis

The data gathered from the structured questionnaire were carefully coded, organized, and analyzed using IBM
SPSS Statistics (Version 26). Before diving into the analysis, we took a close look at the dataset to check for any
missing values, outliers, or data entry mistakes, ensuring everything was accurate and consistent.

To summarize the demographic characteristics of the respondents and gauge their views on the effectiveness of
government initiatives for boosting cottage industries, we used descriptive statistics like frequency, percentage,
mean, and standard deviation. We assessed the reliability of our research tool using Cronbach's Alpha
coefficient, aiming for a value of 0.70 or higher to confirm internal consistency.

To validate our measurement scale, we conducted Exploratory Factor Analysis (EFA) to verify the underlying
factor structure of the constructs. To explore the relationships among the study variables, we performed
Pearson's Correlation Analysis. This helped us understand the strength and direction of the connection between
government initiatives and the growth of cottage industries. Additionally, we utilized Multiple Linear
Regression Analysis to evaluate how various government initiatives—Ilike financial assistance, skill
development, infrastructure support, technology adoption, and marketing assistance—impact the growth of
cottage industries.

We tested the regression model at a 5% significance level (p < 0.05) to check the statistical significance of the
proposed relationships. When relevant, we applied Independent Sample t-tests and One-way Analysis of
Variance (ANOVA) to investigate differences in respondents' perceptions based on demographic factors such as
gender, education level, business experience, and type of enterprise.

In this study, we utilized Independent Sample t-tests and One-way Analysis of Variance (ANOVA) to explore
how respondents' perceptions varied based on demographic factors like gender, education level, business
experience, and the type of enterprise they are involved in. To make the findings clearer and easier to discuss,
we presented the results through tables and charts. We interpreted these results in the context of our research
objectives, hypotheses, and existing literature, allowing us to draw insightful conclusions about how effective
government initiatives have been in fostering the growth and sustainability of cottage industries in India. Here’s
a quick overview of the statistical tools we used Statistical Tools Used.

Statistical Technique Purpose
Frequency and Percentage Profile of respondents
Mean and Standard Deviation Measure respondents' perceptions
Cronbach's Alpha Test reliability of the questionnaire
Exploratory Factor Analysis (EFA) | Assess construct validity
Pearson's Correlation Examine relationships between variables
Multiple Linear Regression Assess the impact of government initiatives on cottage industry growth
Independent Sample t-test Compare perceptions between two groups
One-way ANOVA Compare perceptions among multiple groups

This analytical framework lays a solid foundation for evaluating the effectiveness of government initiatives and
testing our proposed hypotheses in a way that holds up to the rigorous standards typically seen in peer-reviewed
management and social science journals.

7. Importance of Cottage Industries in India
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Cottage industries play an important role for the growth of national economy. Following are the roles of cottage
industries
» Employment Generation
They provide employment opportunities to millions of rural and semi-skilled workers.
» Rural Development
They help reduce rural-urban migration by creating local employment opportunities.
» Women Empowerment
Many cottage industries engage women in productive economic activities.
» Preservation of Traditional Skills
Handicrafts, handloom products, pottery, and other traditional crafts are preserved through cottage industries.
» Export Promotion
Indian handicrafts and traditional products have substantial export potential.

8. Major Government Initiatives for Cottage Industry Development
8.1 Prime Minister's Employment Generation Programme (PMEGP)

PMEGP helps in generating self-employment opportunities through the establishment of micro-enterprises.
Objectives

e  Generate employment in rural and urban areas.

e  Promote entrepreneurship.

e Reduce unemployment.
Benefits

e Subsidized loans.

e Financial assistance for new enterprises.

e  Support for traditional industries.

8.2 Scheme of Fund for Regeneration of Traditional Industries (SFURTI)

SFURTI focuses on organizing traditional industries into clusters to improve competitiveness.
Key Features

e Infrastructure development.

e  Skill enhancement.

e  Market promotion.

e Common facility centers.

e Improved productivity.
e  Enhanced product quality.
e Better market access.

8.3 Pradhan Mantri MUDRA Yojana (PMMY)

MUDRA provides financial assistance to micro and small entrepreneurs.
Categories

e  Shishu

e Kishor

e Tarun
Benefits

e Easy access to credit.

e Reduced dependency on informal lenders.

e Promotion of entrepreneurship.

8.4 Prime Minister Vishwakarma Scheme

The scheme supports traditional artisans and craftspeople.
Objectives

e  Skill development.

¢ Financial support.

e Modernization of traditional occupations.

Beneficiaries
e Carpenters
e Blacksmiths
e Potters
e Tailors

153013



Int J Innovat Res Growth, 15(3), July 2026

Verma et al.

e Artisans
8.5 One District One Product (ODOP)

ODOP promotes specialized products unique to each district.
Benefits

e Branding support.

e  Market access.

e  Export promotion.

e  Value chain development.

8.6 Digital India Initiative

Digital India facilitates technological integration and digital inclusion.
Benefits for Cottage Industries

e E-commerce access.

e Digital payments.

e  Online marketing.

e Business digitization.

8.7 MSME Cluster Development Programme

The programme promotes collective growth through cluster-based development.
Advantages

e Shared infrastructure.

e Cost reduction.

e Increased competitiveness.

e Knowledge sharing.

9. Assessment of Government Initiatives

Positive Outcomes
» Employment Generation

Government initiatives have generated substantial employment opportunities in rural and semi-urban areas.

» Financial Inclusion

Schemes such as MUDRA and PMEGP have improved access to institutional finance.

» Entreprencurship Development

Training and financial support have encouraged self-employment and enterprise creation.

» Market Expansion

ODOP and Digital India initiatives have enhanced market accessibility.
» Technological Upgradation

Government programs have promoted modernization and improved productivity.

Challenges and Limitations
» Lack of Awareness

Many entrepreneurs remain unaware of available government schemes.
» Procedural Complexities

Lengthy documentation and approval processes discourage participation.
» Limited Digital Literacy

Rural entrepreneurs often face difficulties in utilizing digital platforms.
» Marketing Constraints

Competition from large-scale industries affects market performance.
» Inadequate Infrastructure

Insufficient transportation and storage facilities hinder growth.

10. Findings of the Study

. Government programs have played a big role in creating jobs.

. Financial assistance initiatives have boosted entrepreneurial efforts.

. Development focused on clusters has increased productivity and competitiveness.
. Many entrepreneurs still lack sufficient awareness.

. Digital initiatives have opened up new marketing avenues.

. Procedural hurdles still restrict the use of these schemes.

. Skill development programs have enhanced the capabilities of the workforce.

. Gaps in infrastructure continue to pose a significant challenge.

Suggestions

1. Boost awareness campaigns about government schemes.

0NN W
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2. Make application and approval processes easier.

3. Enhance digital literacy initiatives in rural communities.
4. Improve infrastructure facilities.

5. Encourage cottage industries to embrace e-commerce.
6. Foster public-private partnerships to develop markets.
7. Raise funding for skill development programs.

8. Set up dedicated support centers for entrepreneurs.

11. Policy Implications

The insights from this research highlight the need for a comprehensive policy framework that brings together
finance, technology, skill development, and market access to foster sustainable growth in cottage industries. It's
crucial for policymakers to take a well-rounded approach that tackles both economic and operational hurdles.

12. Conclusion

Cottage industries remain a cornerstone of India's economic and social progress. Initiatives from the
government, like PMEGP, SFURTI, MUDRA, PM Vishwakarma, ODOP, and Digital India, have made a
significant impact on job creation, entrepreneurship, financial inclusion, and market growth. However,
challenges such as lack of awareness, inadequate infrastructure, low digital literacy, and complex procedures
still linger. By strengthening policy execution, boosting awareness, and encouraging the adoption of technology,
we can enhance the effectiveness of these government programs. A unified and inclusive strategy will not only
ensure the sustainable growth and competitiveness of cottage industries in India but also contribute to rural
development and the overall economic advancement of the nation.
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