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Abstract: The Micro, Small and Medium Enterprises (MSMEs) sector plays a pivotal role in economic 
development by generating employment, promoting entrepreneurship, and contributing significantly to 
regional and national income. However, the outbreak of the COVID-19 pandemic and the subsequent 
lockdown measures posed unprecedented challenges to MSMEs across India. This study examines the 
economic impact of COVID-19 on MSMEs in Surguja District of Chhattisgarh. The research aims to assess 
the extent of disruptions experienced by MSMEs in terms of production, sales, employment, income, supply 
chains, and financial stability during the pandemic period. The study is based on primary data collected 
from selected MSME units operating in manufacturing, service, and trade sectors through structured 
questionnaires and interviews. Descriptive and analytical methods have been employed to analyze the data. 
The findings reveal that a majority of MSMEs faced severe economic distress due to prolonged business 
closures, reduced consumer demand, disruptions in the supply of raw materials, labor shortages, and 
liquidity constraints. Many enterprises reported substantial declines in revenue and profitability, leading to 
workforce reductions and temporary suspension of operations. Despite these challenges, some MSMEs 
adopted digital technologies, online marketing strategies, and innovative business practices to sustain their 
activities. Government support measures, including financial assistance, credit facilities, and relief 
packages, provided partial support but were insufficient to fully mitigate the adverse impacts on small 
enterprises. The findings offer valuable insights for policymakers, development practitioners, and 
stakeholders concerned with MSME development and economic resilience in emerging regional economies. 
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1. Introduction: Micro, Small and Medium Enterprises (MSMEs) constitute one of the most dynamic 
sectors of the Indian economy, contributing significantly to industrial production, employment generation, 
exports, and balanced regional development. The sector plays a crucial role in promoting entrepreneurship, 
reducing regional disparities, and strengthening rural and semi-urban economies. According to the Ministry 
of Micro, Small and Medium Enterprises, MSMEs account for a substantial share of India’s Gross Domestic 
Product (GDP) and provide employment opportunities to millions of people, making them a key driver of 
inclusive economic growth. In economically developing states such as Chhattisgarh, MSMEs are 
instrumental in generating livelihoods, encouraging local resource utilization, and supporting sustainable 
economic development. 
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The outbreak of the Coronavirus Disease (COVID-19) in early 2020 created an unprecedented global 
economic crisis. To contain the spread of the virus, the Government of India imposed nationwide lockdowns, 
movement restrictions, and social distancing measures. Although these interventions were necessary from a 
public health perspective, they severely disrupted economic activities, particularly those of MSMEs. 
Business closures, interrupted supply chains, shortages of raw materials, reduced consumer demand, labour 
migration, and liquidity constraints significantly affected the operational and financial performance of 
enterprises across the country. 

The impact of the pandemic was particularly severe for MSMEs because of their limited financial reserves, 
dependence on local markets, informal employment structures, and restricted access to institutional credit. 
Many enterprises experienced substantial declines in production, sales, and profitability, while several were 
forced to reduce their workforce or temporarily suspend operations. The pandemic also accelerated the 
adoption of digital technologies, online marketing, and innovative business models, enabling some 
enterprises to adapt to the changing business environment. 

Surguja District, located in the northern region of Chhattisgarh, is characterized by a mixed economy 
comprising agriculture, forest-based activities, mining, trade, manufacturing, and service enterprises. 
MSMEs in the district play an important role in providing employment and supporting the livelihoods of 
both urban and rural populations. However, the district’s enterprises faced considerable challenges during the 
COVID-19 pandemic due to transportation restrictions, declining market demand, labour shortages, 
disruptions in the supply of raw materials, and limited access to financial resources. These challenges 
adversely affected business continuity and the overall economic stability of the district. 

Although several national-level studies have examined the impact of COVID-19 on MSMEs, relatively 
limited empirical research has focused on district-level experiences, particularly in aspirational and 
economically developing regions such as Surguja District. Understanding the local dimensions of the 
pandemic’s impact is essential for designing targeted policy interventions and strengthening the resilience of 
MSMEs against future economic shocks. 

Against this background, the present study, “Economic Impact of COVID-19 on MSMEs: A Study of 
Surguja District of Chhattisgarh,” seeks to examine the economic consequences of the pandemic on MSMEs 
operating in the district. The study assesses the effects of COVID-19 on production, employment, sales, 
income, financial stability, and business continuity while also evaluating the coping strategies adopted by 
enterprises and the effectiveness of government support measures. The findings are expected to contribute to 
the existing body of literature on MSME resilience and provide evidence-based recommendations for 
policymakers, financial institutions, and development agencies to strengthen the sustainability and 
competitiveness of MSMEs in the post-pandemic period. 

2. Review of Literature: The COVID-19 pandemic has generated extensive scholarly interest in 
understanding its economic consequences, particularly for Micro, Small and Medium Enterprises (MSMEs), 
which constitute the backbone of many developing economies. A growing body of literature highlights the 
severe disruptions experienced by MSMEs in terms of production, employment, supply chains, liquidity, and 
market access. 

Bartik et al. (2020) examined the early effects of the COVID-19 pandemic on small businesses in the 
United States and found that widespread business closures, declining revenues, and financial uncertainty 
threatened the survival of many enterprises. The study emphasized that limited cash reserves made small 
businesses particularly vulnerable and underscored the importance of timely government support. 

Baldwin and Weder di Mauro (2020) argued that COVID-19 represented both a health crisis and an 
economic shock, disrupting global production networks, international trade, and business operations. They 
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highlighted the disproportionate impact on SMEs due to their dependence on local markets, restricted 
financial capacity, and limited resilience against prolonged disruptions. 

The International Labour Organization (ILO, 2020) reported that the pandemic caused significant 
employment losses worldwide, with MSMEs experiencing reduced production, declining demand, labour 
shortages, and cash-flow constraints. The report stressed the need for coordinated policy interventions, wage 
support, and social protection measures to safeguard employment and enterprise sustainability. 

The Organisation for Economic Co-operation and Development (OECD, 2020) observed that MSMEs 
faced multiple challenges, including supply chain interruptions, declining consumer demand, restricted 
mobility, and inadequate access to finance. The organization recommended targeted financial assistance, tax 
relief, and digital transformation initiatives to improve enterprise resilience during and after the pandemic. 

In the Indian context, Agarwal (2021) examined the impact of COVID-19 on MSMEs and found that 
nationwide lockdowns severely disrupted production activities, sales, employment, and investment. The 
study concluded that inadequate liquidity and delayed access to institutional finance significantly affected 
business continuity, particularly among micro and small enterprises. 

Kumar and Singh (2021) investigated the operational challenges faced by Indian MSMEs during the 
pandemic. Their findings indicated that transportation restrictions, shortages of raw materials, labour 
migration, and declining market demand adversely affected production and profitability. The authors 
emphasized the importance of digitalization, financial inclusion, and government support in facilitating 
business recovery. 

According to the Reserve Bank of India (RBI, 2021), MSMEs experienced severe financial stress during 
the pandemic due to declining revenues and increasing operational costs. The RBI highlighted the 
significance of emergency credit guarantee schemes, loan restructuring, and liquidity support in sustaining 
the sector. 

The Ministry of Micro, Small and Medium Enterprises (MSME, Government of India, 2021) reported 
that several policy measures, including the Emergency Credit Line Guarantee Scheme (ECLGS), revised 
MSME classification, and Atmanirbhar Bharat initiatives, were introduced to strengthen enterprise resilience. 
While these measures benefited many firms, their effectiveness varied across regions and enterprise 
categories. 

Studies conducted in different Indian states indicate that the pandemic had uneven regional impacts 
depending on industrial structure, infrastructure, and market connectivity. Rural and semi-urban districts 
faced greater challenges due to limited digital infrastructure, dependence on local markets, and inadequate 
financial access. Despite these constraints, some MSMEs adopted digital payment systems, e-commerce 
platforms, and innovative business models to sustain operations. 

The present study seeks to address this research gap by providing empirical evidence on the economic 
impact of COVID-19 on MSMEs in Surguja District. It examines the effects of the pandemic on production, 
sales, employment, income, financial stability, and business continuity while assessing enterprise-level 
coping strategies and the effectiveness of government support measures. The findings are expected to 
contribute to the literature on MSME resilience and provide policy recommendations for strengthening 
sustainable enterprise development in economically vulnerable regions. 

3. Objectives of the Study: The study has the following objectives: 

 To examine the economic impact of the COVID-19 pandemic on Micro, Small and Medium Enterprises 
(MSMEs) in Surguja District of Chhattisgarh. 
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 To assess the impact of COVID-19 on production, sales, employment, and income of MSMEs in the 
study area. 

4. Data Sources and Methodology: The present study is based on both primary and secondary data to 
examine the economic impact of the COVID-19 pandemic on Micro, Small and Medium Enterprises 
(MSMEs) in Surguja District of Chhattisgarh. Primary data were collected through a structured questionnaire 
and personal interviews with owners, managers, or authorized representatives of MSMEs operating in the 
manufacturing, service, and trading sectors. The questionnaire covered information on enterprise 
characteristics, production, sales, employment, income, supply chain disruptions, financial constraints, 
government support, and business recovery during and after the COVID-19 pandemic. Similar structured 
survey approaches have been widely used in MSME COVID-19 impact studies. Secondary data were 
collected from various published and unpublished sources. A descriptive and analytical research design was 
adopted for the study. A multistage sampling technique was employed to select the respondents. Initially, 
MSMEs registered with the District Industries Centre (DIC) and Udyam Registration Portal were identified. 
Thereafter, enterprises representing manufacturing, service, and trading sectors were selected using stratified 
random sampling to ensure adequate representation. A sample of 150 MSMEs was selected for the study. The 
respondents included enterprise owners, proprietors, partners, or managers who possessed adequate 
knowledge of the firm’s operations during the COVID-19 pandemic. Primary data were collected through 
field surveys conducted using a pre-tested structured questionnaire.  

5. Results and Discussion: The findings of the study are presented objective-wise to understand the 
economic impact of the COVID-19 pandemic on Micro, Small and Medium Enterprises (MSMEs) in 
Surguja District of Chhattisgarh. The analysis is based on the responses collected from selected MSMEs 
engaged in manufacturing, trading, and service activities. 

The COVID-19 pandemic had a profound impact on the functioning and financial stability of MSMEs in 
Surguja District. The nationwide lockdown, restrictions on movement, and disruption of economic activities 
significantly affected business operations. A large proportion of MSMEs reported temporary closure of their 
establishments during the lockdown period, while several enterprises operated at reduced capacity due to 
limited availability of labour, raw materials, and transportation facilities. 

The study found that demand for goods and services declined sharply during the pandemic, resulting in 
reduced sales and lower revenue generation. Small enterprises, particularly those dependent on local markets 
and daily transactions, were more severely affected than medium-sized enterprises. Liquidity shortages 
emerged as one of the major challenges, making it difficult for business owners to pay wages, procure raw 
materials, and meet fixed operating expenses such as rent, electricity, and loan repayments. 

The survey further indicates that supply chain disruptions adversely affected the timely availability of raw 
materials, leading to production delays and increased input costs. Many enterprises also experienced 
cancellation of customer orders and delays in payments, further aggravating financial stress. Although the 
Government of India introduced relief measures such as the Emergency Credit Line Guarantee Scheme 
(ECLGS), loan moratoriums, and financial assistance under the Atmanirbhar Bharat package, only a limited 
number of MSMEs reported receiving timely benefits due to procedural delays, limited awareness, and 
documentation requirements. 

Despite these challenges, several enterprises adopted coping strategies such as digital payment systems, 
online marketing, home delivery services, cost-cutting measures, and diversification of products to sustain 
business operations. These adaptive measures helped some MSMEs gradually recover during the post-
lockdown period. However, complete recovery remained slow because of weak consumer demand and 
persistent financial constraints. 
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Overall, the findings reveal that the COVID-19 pandemic significantly weakened the economic performance 
of MSMEs in Surguja District by reducing business activity, increasing operational costs, disrupting supply 
chains, and limiting access to working capital. The pandemic exposed the structural vulnerabilities of 
MSMEs while simultaneously highlighting the importance of digital transformation and institutional support 
for enhancing enterprise resilience. 

The study reveals substantial declines in production, sales, employment, and income among MSMEs during 
the COVID-19 pandemic. Restrictions on movement and disruptions in the supply of raw materials reduced 
production capacity across manufacturing and service enterprises. Most MSMEs operated below their 
normal production levels during the lockdown period, while some remained completely closed for several 
weeks. 

Sales turnover declined considerably due to reduced consumer demand, closure of markets, and interruptions 
in transportation and distribution networks. Retail and service enterprises experienced the greatest decline 
because their businesses largely depended on direct customer interaction. Manufacturing units also faced 
reduced orders from wholesalers and distributors, leading to inventory accumulation and financial losses. 

Employment was significantly affected as many enterprises reduced their workforce to minimize operating 
costs. Daily wage workers, contract labourers, and temporary employees were the most affected categories. 
Labour shortages also emerged because many migrant workers returned to their native places during the 
lockdown. Consequently, enterprises faced difficulties in restarting production even after restrictions were 
relaxed. 

The decline in production and sales directly affected the income and profitability of MSMEs. Business 
owners reported considerable reductions in monthly earnings and cash flow, making it difficult to meet 
operational expenses and repay existing loans. Several enterprises relied on personal savings or informal 
borrowing to sustain business activities during the crisis. 

Nevertheless, enterprises that adopted digital technologies, online sales platforms, digital payment systems, 
and diversified product lines demonstrated relatively faster recovery than those relying solely on 
conventional business models. Government financial assistance and credit support also contributed to the 
revival of some enterprises, although the overall recovery remained uneven across sectors. 

The findings indicate that the COVID-19 pandemic not only disrupted short-term business operations but 
also affected the long-term financial sustainability and employment generation capacity of MSMEs in 
Surguja District. The study emphasizes the need for improved access to institutional finance, stronger market 
linkages, digital capacity building, and effective implementation of government support programmes to 
enhance resilience against future economic crises. 

The results clearly demonstrate that COVID-19 created an unprecedented economic shock for MSMEs in 
Surguja District. The most severe impacts were observed in business continuity, production, sales, 
employment, and income. Micro and small enterprises were more vulnerable than medium-sized enterprises 
because of limited financial reserves, lower technological adoption, and greater dependence on local 
markets. Although government relief measures and enterprise-level innovations supported gradual recovery, 
sustainable growth requires strengthening financial inclusion, digital infrastructure, supply chain resilience, 
and policy support. These findings are consistent with national and international studies, which conclude that 
MSMEs remain highly susceptible to external economic shocks but can improve resilience through 
innovation, digital transformation, and effective institutional support. 

6. Important Findings: The major findings of the study on “Economic Impact of COVID-19 on MSMEs: 
A Study of Surguja District of Chhattisgarh” are as follows: 
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 The COVID-19 pandemic had a significant adverse impact on the overall economic performance of 
MSMEs in Surguja District, affecting business continuity, productivity, and profitability. 

 A majority of MSMEs experienced temporary business closures or operated at reduced capacity during 
the lockdown due to restrictions on movement, supply chain disruptions, and labour shortages. 

 Production levels declined considerably because of the non-availability of raw materials, transportation 
constraints, and reduced workforce participation. 

 Sales turnover decreased substantially owing to weak consumer demand, market closures, and 
interruptions in distribution channels. 

 Employment generation was adversely affected, with many MSMEs reducing their workforce, 
particularly daily wage earners, contractual workers, and migrant labourers. 

The study concludes that the COVID-19 pandemic exposed the structural vulnerabilities of MSMEs in 
Surguja District, particularly in terms of finance, production, employment, and market access. While many 
enterprises demonstrated resilience by adopting adaptive business practices, sustainable recovery requires 
coordinated policy support, improved access to finance, technological modernization, and stronger 
institutional mechanisms to prepare MSMEs for future economic crises. 

7. Conclusion: The COVID-19 pandemic created an unprecedented economic crisis that severely affected 
the functioning and sustainability of Micro, Small and Medium Enterprises (MSMEs) in Surguja District of 
Chhattisgarh. As one of the most important contributors to employment generation, entrepreneurship, and 
regional economic development, the MSME sector experienced significant disruptions due to nationwide 
lockdowns, supply chain interruptions, labour shortages, declining consumer demand, and liquidity 
constraints. These challenges adversely impacted production, sales, employment, income, and overall 
business performance. 

The findings of the study indicate that micro and small enterprises were more vulnerable than medium-sized 
enterprises because of their limited financial resources, lower technological adoption, and greater 
dependence on local markets. The pandemic not only reduced business turnover and profitability but also led 
to workforce reductions and increased financial stress among enterprise owners. Although government 
initiatives such as the Emergency Credit Line Guarantee Scheme (ECLGS), loan moratoriums, and other 
relief measures provided some support, their benefits were uneven because of limited awareness, procedural 
complexities, and delays in implementation. 

The study further reveals that MSMEs adopting digital technologies, online marketing platforms, digital 
payment systems, and innovative business practices were relatively more resilient and recovered faster than 
enterprises relying solely on conventional business models. This highlights the growing importance of digital 
transformation, technological innovation, and business diversification in strengthening enterprise resilience 
against future economic shocks. 

Overall, the study concludes that the COVID-19 pandemic exposed the structural weaknesses of MSMEs in 
Surguja District while also demonstrating their adaptability and recovery potential. Strengthening access to 
affordable institutional finance, improving supply chain management, enhancing digital infrastructure, 
promoting skill development, and ensuring effective implementation of government support programmes are 
essential for building a resilient MSME ecosystem. Policymakers, financial institutions, and development 
agencies should adopt region-specific strategies that address the unique challenges faced by enterprises in 
economically developing districts such as Surguja. 
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The findings of this study contribute to the existing literature on the economic impact of COVID-19 on 
MSMEs and provide useful evidence for designing policies that promote sustainable enterprise development, 
employment generation, and inclusive economic growth in Chhattisgarh and other similar regions of India. 
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