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ABSTRACT 

Micro, Small, and Medium Enterprises (MSMEs) play a vital role in the Indian economy, contributing 

significantly to employment generation, GDP growth, and industrial development. This abstract provides an 

overview of the current status and prospects of the MSMEs sector in India. The MSMEs sector in India 

encompasses a diverse range of industries, including manufacturing, services, and trade. It serves as a 

breeding ground for entrepreneurship and innovation, promoting inclusive economic growth and regional 

development. However, the sector faces various challenges such as limited access to finance, inadequate 

technological capabilities, and regulatory complexities. Despite these challenges, the MSMEs sector has 

exhibited resilience and adaptability, particularly in the face of the COVID-19 pandemic. The Indian 

government has implemented several initiatives to support and empower MSMEs, such as the introduction 

of the 'Atmanirbhar Bharat' (Self-reliant India) campaign, which emphasizes domestic manufacturing and 

entrepreneurship. The current status of the MSMEs sector reflects a mix of strengths and weaknesses. On 

one hand, MSMEs contribute to over 45% of India's total industrial output and employ millions of people. 

On the other hand, their productivity levels and export competitiveness need further improvement. Enhancing 

the sector's access to formal credit, technology upgradation, and skill development programs are key 

priorities for its sustained growth. The prospects of the MSMEs sector in India are promising. Several factors, 

such as the rise of digital technologies, increasing focus on sustainability and circular economy, and the 

government's supportive policies, are expected to drive the sector's growth. Initiatives like creating a 

dedicated MSME stock exchange, establishing technology centers, and simplifying regulatory frameworks 

aim to create an enabling environment for MSMEs to thrive. To unlock the full potential of the MSMEs 

sector, it is crucial to foster public-private collaborations, strengthen supply chains, and promote 

entrepreneurship at all levels  
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INTRODUCTION 

Micro, Small, and Medium Enterprises (MSMEs) form the backbone of economies worldwide, 

contributing to employment generation, innovation, and economic growth. These enterprises, often 

characterized by their scale of operations and employee count, play a crucial role in fostering 

entrepreneurship, driving industrial development, and promoting equitable distribution of wealth. In this 

introduction, we will provide an overview of MSMEs, their significance, and their impact on economies. 

MSMEs are typically defined based on parameters such as investment in plant and machinery, annual 

turnover, and employment size. While the specific definitions may vary from country to country, they 

generally encompass businesses with limited resources and a focus on local markets. These enterprises 

operate across diverse sectors, including manufacturing, services, agriculture, and trade. The importance of 

MSMEs stems from their ability to generate employment opportunities, particularly in economies with a 

large informal sector. They are known for their labour-intensive nature, providing livelihoods to a significant 

portion of the population, including women and youth. MSMEs also serve as breeding grounds for 

entrepreneurship, allowing individuals to translate their ideas into viable business ventures. In addition to 

their role in job creation, MSMEs contribute to economic growth and development. They foster innovation, 

adaptability, and competition, which are vital for driving productivity gains and enhancing overall economic 

efficiency. MSMEs often act as suppliers to larger industries, forming part of complex value chains and 

promoting industrial linkages. Furthermore, MSMEs contribute to local and regional development by 

dispersing economic activities beyond metropolitan areas. They are instrumental in reducing regional 

disparities and supporting rural economies. By utilizing local resources and catering to local demand, 

MSMEs play a crucial role in promoting sustainable development and reducing income inequality. However, 

MSMEs face several challenges that hinder their growth and sustainability. Limited access to finance, 

inadequate technological capabilities, regulatory complexities, and difficulties in market access are among 

the key barriers faced by these enterprises. Addressing these challenges and creating an enabling environment 

for MSMEs to thrive is essential for maximizing their potential contribution to economic development. 

Governments, policymakers, and international organizations recognize the significance of MSMEs and have 

undertaken various initiatives to support their growth. These efforts include providing financial assistance, 

facilitating access to credit, promoting entrepreneurship development programs, and simplifying regulatory 

frameworks. Additionally, the advancement of digital technologies has opened up new opportunities for 

MSMEs, allowing them to leverage e-commerce platforms, digital marketing, and online payment systems 

to expand their reach and market presence. 

In conclusion, MSMEs are integral to the economic fabric of nations, contributing to employment, 

innovation, and sustainable development. Recognizing their significance, governments, and stakeholders are 

increasingly focusing on creating an enabling environment to nurture and support these enterprises. By 
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addressing their challenges and leveraging their potential, MSMEs can play a pivotal role in fostering 

inclusive and resilient economies. 

REVIEW OF LITERATURE 

 Singh, S., & Gupta, A. (2020). An evaluation of the role of MSMEs in the Indian economy: 

Challenges and prospects. International Journal of Advanced Research and Development, 

studied an evaluation of the role of MSMEs in the Indian economy, examining their 

contributions and challenges. It discusses the prospects for growth and development in the 

MSME sector, considering factors such as policy support, digital transformation, and access 

to finance. 

 Srivastava, V., & Rai, S. (2020). Impact of COVID-19 on MSMEs: Challenges and the road 

ahead for revival, focuses on the impact of the COVID-19 pandemic on MSMEs in India. It 

discusses the challenges faced by the sector during the crisis and presents potential strategies 

and recommendations for the revival and future prospects of MSMEs. 

 Sarkar, S., & Chakraborty, I. (2020). Performance and challenges of MSMEs in India: An 

empirical investigation. This empirical investigation examines the performance and 

challenges faced by MSMEs in India. It analyzes factors such as access to credit, technology 

adoption, and market competitiveness, shedding light on the current status and prospects of 

the MSME sector. 

1.2 OBJECTIVES OF THE STUDY  

1. Investigate the growth and performance of MSMEs in the Indian economy;  

2. Recognize the various issues and prospects correlated with MSMEs;  

METHODOLOGY  

The study uses a descriptive-analytical approach. It is based on secondary data and information taken from 

various government reports, such as reports of the Ministry of MSME, handbook of statistics of Indian 

economy, issues of RBI, various research papers, journals, and websites of both public and private sector 

banks. 

DISCUSSION  

Theoretical Basis Various definitions of MSMEs are prevailing internationally. Some countries used 

investment ceiling standards and some of them used the number of people employed. In India, MSMEs are 

mostly categorized based on investment in plant and equipment or machinery. The MSMED Act, 2006 has 

delivered the legal system for classifying the approach of 'enterprise' which combines institutions both 

service and manufacturing sectors, and has assorted the enterprises into three divisions viz., Micro, Small 

and Medium. 
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REVISED CLASSIFICATION OF MSME ( 1-7-2020) 

Manufacturing and Service Sector 

Mode Of Enterprises Limits Of Investment In Plant & Machinery Equipment And 

Limits Of Turnover 

Micro Enterprises Investment < One Crore And Turnover < Five Crore 

Small Enterprises Investment < 10 Crore And Turnover < 50 Crore 

Medium Enterprises Investment < 50 Crore And Turnover < 250 Crore 

Source: Economic Survey 2021-22 Page No. 282  

3.2 Present Growth and Performance of MSMEs in India 

 The growth and performance of Micro, Small, and Medium Enterprises (MSMEs) in India have been 

significant, contributing to the country's economy and employment generation. Here is an overview of the 

present growth and performance of MSMEs in India: 

 Contribution to GDP and Employment: 

MSMEs play a crucial role in India's GDP growth and employment generation. According to official data, 

MSMEs contribute around 30% to India's GDP and employ over 110 million people, making them a major 

source of livelihood and income generation. 

 Sectoral Distribution: 

MSMEs are present across various sectors, including manufacturing, services, agriculture, and trade. They 

are involved in diverse activities such as textiles, food processing, information technology, construction, and 

retail. This sectoral distribution reflects the broad-based nature of MSMEs in India's economy. 

 Export Performance: 

MSMEs in India have also shown growth in terms of export performance. They have been actively 

participating in international trade and contributing to the country's export earnings. Many MSMEs have 

leveraged global opportunities and engaged in export-oriented activities, showcasing their competitiveness 

and product quality. 

 Technology Adoption: 

MSMEs in India are gradually embracing technological advancements and digital transformation. With 

initiatives like the "Digital India" campaign and increased internet penetration, MSMEs are adopting digital 

tools, e-commerce platforms, and online marketing strategies to expand their reach, improve efficiency, and 

enhance competitiveness. 
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 Government Support and Policy Reforms: 

The Indian government has been implementing several policies and initiatives to support MSMEs. These 

include providing financial assistance, access to credit, skill development programs, infrastructure 

development, and simplifying regulatory frameworks. Policy reforms like the introduction of the Goods and 

Services Tax (GST) and the Atmanirbhar Bharat (Self-Reliant India) campaign have aimed to create an 

enabling environment for MSME growth and development. 

 Challenges Faced: 

Despite the positive growth trajectory, MSMEs in India also face challenges. These challenges include 

limited access to finance, high operational costs, infrastructure deficiencies, skill gaps, regulatory 

complexities, and market competition. Addressing these challenges remains crucial for sustaining and 

enhancing the performance of MSMEs. 

 COVID-19 Pandemic Impact: 

The COVID-19 pandemic posed unprecedented challenges for MSMEs in India. Lockdowns, supply chain 

disruptions, reduced demand, and financial constraints significantly affected their operations. However, the 

government implemented relief measures, including loan moratoriums, credit guarantees, and stimulus 

packages, to support MSMEs during the crisis and facilitate their recovery. 

It's important to note that the growth and performance of MSMEs can vary across regions, sectors, 

and individual enterprises. While the sector has shown resilience and potential, continued support, policy 

reforms, access to finance, and skill development initiatives are essential to unlocking the full potential of 

MSMEs in India's economy. 

Distributions of Estimated MSMEs (Nature of Activity Wise) 

Activity Category Estimated No. of MSMEs ( in lakh) Share(%) 

Rural Urban Total 

Manufacturing 114.14 82.50 196.65 31 

Electricity 0.03 0.01 0.03 0 

Trade 108.71 121.64 230.35 36 

Other Services 102.00 104.85 206.85 33 

Total 324.88 309.00 633.88 100 

Source: Annual Report of MSME 2022-23 

The MSME sector in India exhibits a diverse landscape with varying numbers of enterprises across 

different activity categories. Among them, the manufacturing sector leads with an estimated 196.65 lakh 
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(1.97 million) MSMEs, out of which 114.14 lakh (1.14 million) operate in rural areas, while 82.50 lakh (0.83 

million) are situated in urban areas. Manufacturing accounts for a significant share of 31% in the overall 

MSME count. Conversely, the electricity sector has a negligible presence, comprising only 0.03 lakh (3,000) 

MSMEs in rural areas and 0.01 lakh (1,000) MSMEs in urban areas, contributing to a mere 0% share. The 

trade sector demonstrates substantial participation, with approximately 230.35 lakh (2.30 million) MSMEs, 

out of which 108.71 lakh (1.09 million) are located in rural areas, and 121.64 lakh (1.22 million) operate in 

urban areas. Trade holds a significant share of 36% in the total MSME count. The other services sector 

encompasses a wide range of activities and comprises 206.85 lakh (2.07 million) MSMEs, with 102.00 lakh 

(1.02 million) in rural areas and 104.85 lakh (1.05 million) in urban areas, representing a share of 33%. 

Overall, the MSME sector in India consists of 633.88 lakh (6.34 million) enterprises, with 324.88 lakh (3.24 

million) in rural areas and 309.00 lakh (3.09 million) in urban areas, covering the entire spectrum of economic 

activities and accounting for 100% of the MSMEs in the country 

Distribution of Enterprises Category Wise 

Sector Micro Small Medium Total Share(%) 

Rural 324.09 0.78 0.01 324.88 51 

Urban 306.43 2.53 0.04 309.00 49 

Total 630.52 3.31 0.05 633.88 100 

Source: MSME Annual Report 2022-23 

The MSME sector in India can be classified into micro, small, and medium enterprises, and based on 

the provided data, it can be observed that in rural areas, there are 324.09 lakh (3.24 million) micro enterprises, 

0.78 lakh (7,800) small enterprises, and 0.01 lakh (100) medium enterprises, making a total of 324.88 lakh 

(3.24 million) enterprises, accounting for 51% of the total share; in urban areas, there are 306.43 lakh (3.06 

million) micro enterprises, 2.53 lakh (25,300) small enterprises, and 0.04 lakh (400) medium enterprises, 

making a total of 309.00 lakh (3.09 million) enterprises, accounting for 49% of the total share; and when 

considering both rural and urban areas together, the overall MSME count stands at 630.52 lakh (6.31 million) 

micro enterprises, 3.31 lakh (33,100) small enterprises, and 0.05 lakh (500) medium enterprises, making a 

total of 633.88 lakh (6.34 million) enterprises, accounting for 100% of the MSMEs in India. 
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MSME AND GDP 

  Figures in Rs. Crores adjusted for FISIM at current prices 

YEAR Total MSME 

GVA 

Growth (%) Total GVA Share MSME 

in GVA (%) 

All India 

GDP 

Share of MSME in 

All India GDP (in %) 

2011-12 2622574 - 8106946 32.35 8736329 30 

2012-13 3020528 15.17 9202692 32.82 9944013 30.4 

2013-14 3389922 12.23 10363153 32.71 11233522 30.20 

2014-15 3658196 7.91 11504279  31.80 12467959 29.34 

2015-16 4059660 10.97 12574499  32.28 13771874 29.48 

2016-17 4502129 10.90 13965200  32.24  15391669  29.25 

2017-18 5086493 12.98 15513122   32.79  17098304  29.75 

2018-19 5741765 12.88 17139962  33.50  18971237   30.27 

Source: Annual Report 2020-2021, Ministry of Micro, Small and Medium Enterprise 

DOMINANT ISSUES FACED BY THE MSMEs in INDIA 

Micro, Small, and Medium Enterprises (MSMEs) in India face several dominant issues that impact 

their growth and sustainability. These issues include: 

1. Limited Access to Finance: MSMEs often struggle to access formal sources of finance, such as bank 

loans, due to factors like lack of collateral, limited financial literacy, and stringent lending criteria. 

This hampers their ability to invest in technology, expand operations, and meet working capital 

requirements. 

2. Inadequate Infrastructure: Many MSMEs face challenges related to inadequate physical 

infrastructure, such as unreliable power supply, inadequate transportation networks, and insufficient 

access to basic amenities. These infrastructure deficiencies restrict their operational efficiency and 

competitiveness. 

3. Skill Gaps and Workforce Challenges: MSMEs often struggle to find skilled and trained employees, 

especially in emerging sectors and remote locations. The lack of skilled workforce hampers their 

productivity, innovation, and ability to adopt advanced technologies. 

4. Regulatory Compliance Burden: Complying with a complex and time-consuming regulatory 

framework poses a significant burden on MSMEs. They often find it challenging to navigate through 

multiple regulations related to licensing, taxation, labor laws, and environmental compliances. 

5. Limited Market Access: MSMEs face challenges in accessing larger markets due to limited marketing 

capabilities, lack of brand recognition, and limited reach. They often struggle to compete with larger 

enterprises and face difficulties in penetrating new markets. 
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6. Technology Adoption and Upgradation: MSMEs often lag in adopting and upgrading technology due 

to cost constraints and lack of technical expertise. This hinders their ability to enhance productivity, 

quality, and competitiveness in the rapidly evolving business environment. 

7.  of Business Development Support: MSMEs require support in areas such as market intelligence, 

product development, technology upgradation, and export promotion. Limited access to business 

development services and inadequate institutional support restrict their growth potential. 

8. Vulnerability to Economic Shocks: MSMEs are more susceptible to economic downturns, policy 

changes, and external shocks. They face challenges in managing financial volatility, disruptions in 

supply chains, and changes in market dynamics, which can impact their viability and sustainability. 

Addressing these issues requires a comprehensive approach involving policy reforms, access to 

finance, infrastructure development, skill development initiatives, simplified regulatory frameworks, market 

linkages, and targeted support programs for MSMEs. 

PROSPECTS OF MSMEs 

The prospects of Micro, Small, and Medium Enterprises (MSMEs) in India are promising, and they hold 

significant potential for driving economic growth and development. Here are some key prospects for 

MSMEs: 

1. Employment Generation: MSMEs have the potential to be major contributors to employment 

generation. As they continue to grow and expand, they can create new job opportunities, especially 

in sectors such as manufacturing, services, and technology. This can help address the issue of 

unemployment and contribute to inclusive economic growth. 

2. Innovation and Entrepreneurship: MSMEs often serve as hotbeds of innovation and entrepreneurship. 

They are more agile and flexible compared to larger corporations, allowing them to adapt quickly to 

market changes and experiment with new ideas. With the right support and ecosystem, MSMEs can 

drive innovation, develop new products and services, and contribute to technological advancements. 

3. Export Potential: MSMEs in India have the potential to expand their presence in global markets. With 

the increasing focus on exports and government initiatives like "Make in India" and "Export 

Promotion Schemes," MSMEs can leverage their strengths, such as cost competitiveness, niche 

products, and adaptability, to access international markets and increase their export earnings. 

4. Digital Transformation: The digital revolution presents significant opportunities for MSMEs. With 

the increasing adoption of digital technologies and the growth of e-commerce platforms, MSMEs can 

enhance their competitiveness, expand their reach, and tap into a broader customer base. Digital tools 

and platforms enable MSMEs to streamline operations, improve efficiency, and provide personalized 

experiences to customers. 

5. Government Support and Policy Reforms: The Indian government has been proactive in 

implementing policies and initiatives to support MSMEs. Continued government support through 

schemes like "Startup India," "MUDRA Yojana," and "Credit Guarantee Fund Scheme" provides 

financial assistance, access to credit, and capacity-building programs. Policy reforms aimed at 
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simplifying regulations, ease of doing business, and infrastructure development create a conducive 

environment for MSME growth. 

6. Collaboration and Networking: MSMEs can benefit from collaboration and networking opportunities. 

Industry clusters, incubation centers, and platforms that facilitate knowledge sharing, collaboration, 

and business partnerships enable MSMEs to access resources, learn from each other, and explore 

joint ventures, fostering innovation and growth. 

7. Inclusive Growth: MSMEs, being labor-intensive, have the potential to promote inclusive growth by 

involving marginalized sections of society, such as women entrepreneurs, rural artisans, and small-

scale farmers. They can create opportunities for socio-economic empowerment, reduce regional 

disparities, and contribute to balanced regional development. 

With the right support ecosystem, access to finance, skill development programs, and market linkages, 

MSMEs in India can thrive and contribute significantly to the country's economic growth, employment 

generation, and innovation. 

SUGGESTIONS  

The MSME sector should access low-cost finance to improve the flow of credit. To resist the 

competition with large enterprises from inside and outside, MSMEs require to construct capacities to evolve 

ICT and other instruments in decree to serve the flourishing market needs. Infrastructural development is 

essential for MSMEs, it should comprise plenty of infrastructural facilities like roadways, railways, 

waterways, and airways, proper channels of telecommunication, ample supply of power, and other facilities 

like Testing labs, Design center, Tool rooms, etc. The outdated technology prevents MSMEs from their 

potential growth. The sector has access to new and foreign technologies, along with assistance from large 

firms, low-cost ICT solutions, and better support for Research and Development. In this crisis scenario, the 

sector should provide discounts on interest rates and waive the loans of highly affected MSMEs. Schemes 

like Bima Yojna and PMEDY should cover the employees of MSMEs. 

 CONCLUSION  

MSMEs have significantly contributed to the growth of the Indian economy. Its tremendous 

participation in Indian GDP, employment generation, exports, production, and industrialization of rural areas. 

The MSME sector is growing swiftly, but as well as facing numerous issues. To improve the condition 

government should implement proper policy measures. The outbreak distresses the sector badly, with the 

increase in numbers of enterprises about to close and much more cutting down their employee numbers to 

maintain their businesses. The government announced a stimulus for the sector to give it the right direction 

and path. The development of the MSMEs is critical for the future of the country. In the current scenario for 

the upliftment of the economy, the sector became the drive engine of the economy. If government further 

promotes MSMEs these MSMEs can brighten and shine the Indian economy more. 
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