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Abstract-- Economic development and employment 

generation are interrelated aspects of the economy. 

Entrepreneurship development can take away poverty 

and enhance the flow of the income of the population. In 

industrialization, the role of MSME, recently, in 

economic development and eradication of 

unemployment in rural as well as urban is so 

momentous. It is one of the highly vibrant and dynamic 

sectors. Since its origin, the MSME plays a crucial role 

in India creating the largest employment opportunity for 

the population of India. The socio-economic 

demography enormously has been developed with the 

contribution of micro, small and medium-scale 

industries.  “The Micro, Small & Medium Enterprises 

(MSMEs) have been contributing significantly to the 

expansion of entrepreneurial endeavors through business 

innovations.” Micro, Small and Medium enterprises are 

spreading their area of participation in entire sectors of 

the economy. It has its own contribution in a much-

diversified range of products and services to meet the 

demands of the domestic as well as global markets. 

Informal as well as the formal sector of MSMEs role is 

incredible. This paper aims to know the unemployment 

eradication in the recent past by MSMEs in India. The 

data is collected from the MSME annual reports and 

other research articles which are relevant to this study. 

The simple statistical tools-standard deviation, 

correlation, and trend analysis are used for the analysis 

and interpretation. The Stat Pad software is used for the 

data analysis and interpretation. 

I. INTRODUCTION 

The MSMEs in India are playing a crucial role by 

providing large employment opportunities at 

comparatively lower capital cost than large industries as 

well as through industrialization of rural & backward 

areas, inter alia, reducing regional imbalances, assuring 

more equitable distribution of national income and 

wealth.  

“MSMEs contribute more than 29% to the GDP and are 

responsible for 50% of the country's total exports. They 

are also accountable for one-third of India's 

manufacturing output. MSMEs employ more than 11 

crore people and the aim is to grow this number to 15 

crore in the coming years.” 

It is a reiterated fact that India is one of the fastest-

growing countries in the world. The government has 

taken various initiatives to accelerate the growth of the 

country. Various Government and non-government 

institutions are working relentlessly to take the country 

to new heights of growth. The challenge here is to take 

care of every section of society and every sector of the 

economy for overall sustainable development. The 

problem of poverty still persists in rural areas. The rural 

development and poverty alleviation are the major 

challenges which hinder the growth of the country. The 

Micro, Small and Medium Enterprise Sector are one of 

the crucial sectors that could prove a game-changer in 

rural development and poverty alleviation. In this paper, 

an attempt has been made to study the situation of rural 

economy and poverty in the country. The researchers 

have tried to list out the possibilities that MSMEs could 

offer to alleviate poverty and contribute to sustainable 

rural development. 

Micro, Small and medium enterprises are the backbone 

of industrial development and important for both 

developed and developing countries. MSME sector 

always represented the model of economic development, 

which emphasized high contribution to domestic 

production, significant export earnings, low investment 

requirements, employment generation, effective 

contribution to foreign exchange earning of the nation 

with low import-intensive operations. 

NITI Aayog CEO Amitabh Kant said the micro, small 

and medium enterprises have a very vital role in fuelling 

the economic growth of the country. The focus on them 

is more now as India aspires to be a $5-trillion economy. 

“The sector contributes in a significant way to the 

growth of the Indian economy — with a vast network of 

about 6.3 crore units producing more than 8,000 

products and a share of around 30% in nominal GDP.” 

The MSME sector is the one of the large sector in the 

economy of the country. It is working tirelessly for the 

development of the nation’s growth. “India’s micro, 

small and medium businesses play a crucial role in 

running the economy and providing jobs in the country. 

Almost everyone is hugely dependent on them for some 

needs or the other.” 

II. DEFINITION 

MSME stands for Micro, Small, and Medium 

Enterprises. In accordance with the Micro, Small and 

Medium Enterprises Development (MSMED) Act in 

2006, the enterprises are classified into two divisions. 

Manufacturing Enterprises – Engaged in the 

manufacturing or production of goods in any industry. 

Service Enterprises – Engaged in providing or 

rendering services. 

The definition of the MSMEs is changed as 

requirement 

https://economictimes.indiatimes.com/topic/niti-aayog
https://economictimes.indiatimes.com/topic/amitabh-kant
https://economictimes.indiatimes.com/definition/gross-domestic-product
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In October 2019, Union Minister Nitin Gadkari had said 

that the revised definition of micro, small and medium 

enterprises may grant a unified description for all things 

related to taxation, investment and more. 

The changed definition was to be implemented via an 

amendment that would further refine the business 

scenario for Indian enterprises. The Union Cabinet had 

approved the amendment to change the criteria to 

classify MSMEs from “investment in plant and 

machinery” to “annual turnover.” On 13th May 2020, 

Finance Minister Nirmala Sitharaman added the 

additional principle of turnover along with the 

investment.

 

Definition of MSMEs 

MSME Classification as per the MSMED Act 2006 

Criteria: Investment in Plant and Machinery 

Classification Micro  Medium Small 

Manufacturing Investment < 25 Lakh Investment < 5 Crore Investment < 10 Crore 

Services Investment < 10 Lakh Investment < 2 Crore Investment < 5 Crore 

MSME Classification as per the MSMED On June 2020 

Criteria: Investment Annual Turnover 

Classification Micro  Medium Small 

Manufacturing   Investment 1 Crore 

 

Investment 10 Crore 

 

Investment 20 Crore 

 

Services Turnover  < 5 Crore Turnover  < 50 Crore Turnover  < 100 Crore 

Source: Ministry of MSME, Government of India 

MSMEs have an essential role in providing employment 

opportunities in rural as well as urban which are the 

areas underprivileged. The industrialization of such areas 

with a low capital cost compared to the larger industries 

giving an opportunity to population to pledge them in an 

earning place. MSMEs have also contributed and played 

an essential role in the country’s development in 

different areas like the requirement of low investment, 

flexibility in operations, low rate of imports and a high 

contribution to domestic production. 

III. OBJECTIVES OF RESEARCH 

The objectives of the research are first to know 

development of the MSME in India. Second the role of 

the MSME in employment opportunities in rural as well 

as in urban area. Third objective is to know the gender 

participation in the MSME growth and development. 

A. The research methodology 

The research is based on descriptive research 

methodology. This research is purely depends on 

secondary data and with the Stat Pad software few 

common statistical tools and techniques are used to 

describe the research analysis namely, comparative and 

common size and Standard deviation are applied. 

B. Importance of MSME in Economic activates  

Since 2016 the MSME definition has been introduced. 

There are still some service sector that was not yet 

included in this sector was included in the definition of 

the Micro, Small and Medium-sized Enterprises making 

a historic change to this Act. The MSME plays an 

important role in creation of large scale employment. 

Out of many more graduates turn into become an 

entrepreneurs. Economic activities are stabilised with 

considerable contribution made by the MSME. 

Manufacturing, exports, and employment, other sectors 

are also benefitting from it. Nowadays, MNCs are 

buying semi-finished, and auxiliary products from small 

enterprises, for example, buying of clutches and brakes 

by automobile companies. Encourages Inclusive 

Growth: The inclusive growth is at the top of the agenda 

of Ministry for Medium, and small and Medium-sized 

enterprises for several years. On the other hand, poverty 

and deprivation are a deterrent to the development of 

India. Besides, it includes marginalized sections of a 

society which is a key challenge lying before the 

Ministry of MSME. Cheap Labour and minimum 

overhead: While in the large-scale organizations, one of 

the main challenges is to retain the human resource 

through an effective human resource management 

professional manager. But, when it comes to MSME, the 

requirement of labour is less and it does not need a 

highly skilled labourer. Therefore, the indirect expense 

incurred by the owner is also low. Simple Management 

Structure for Enterprises: MSME can start with 

limited resources within the control of the owner. From 

this decision making gets easy and efficient. On the 

contrary, a large corporation requires a specialist for 

every departmental functioning as it. 
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Under the Atmanirbhar Bharat Scheme, the government 

has taken many initiatives within the Covid-19 relief 

package to promote this sector. “The government 

introduced the Emergency Credit Line Guarantee 

Scheme of Rs 3 lakh crore for collateral-free automatic 

loans for businesses, including MSMEs; Credit 

Guarantee Scheme for Subordinate Debt of Rs 20,000 

crore and Rs 50,000-crore equity infusion through Self-

Reliant India Fund; a revised category of classification 

of MSMEs; a registration of MSMEs through the Udyam 

portal for ease of doing business and no global tenders 

for procurement of Rs 200 crore.”8  

C. Growth and development of MSME in India 

Estimated Number of MSMEs (Activity Wise) 

Activity 

Category 

Estimated Number of 

Enterprises (in lakh) 

Share 

(%) 

Rural Urban Total 

Manufacturing 114.14  82.50  196.65  31.00 

Electricity* 0.03  0.01  0.03  00.00 

Trade 108.71 121.64  230.35  36.00 

Other Services 102.00  104.85  206.85  33.00 

All 324.88  309.00  633.88  100.00 

*Non-captive electricity generation and transmission, 

Sources: MSME annual report 2021-22 

The growth and development is described in above table 

that all three category of the industries more or less 

contributed equal. Trading enterprises are little more 

percentage in growth. More than 50% of the industries 

are born in rural area. In those, manufacturing 

enterprises are more in numbers comparatively others (6 

Lakh) in village, next followed by trade and others. In 

urban area trade category industries are encouraged.  

Percentage Distribution of Enterprises in rural and 

urban areas.  (Male/ Female ownership) 

Sector  Male  Female  All 

Rural 77.76 22.24 100 

Urban  81.58  18.42  100 

All  79.63  20.37  100 

Sources: MSME annual report 2021-22 

The above table depicts about gender beneficiary in the 

growth and development of MSMEs in India. Women 

share in the growth of MSMEs in India is 20% and male 

occupied the remaining 80 percent out of overall growth. 

In recently, the government has been taking initiative for 

the women empowerment. Today, women were not paid 

for work at home instead she became as an earner. They 

produce the goods as well as services at home level and 

selling them in the society. Now role of women is 

defining as part of the economic contributor. But growth 

above mentioned percentage should have to be 

increased.  

Estimated Employment in the MSME Sector 

(Activity Wise) 

Broad 

Activity 

Category 

Employment  (in lakh) Share 

(%) 
Rural Urban Total 

Manufacturi

ng 

186.56  173.86  360.41  32 

Electricity* 0.06  0.02  0.07 0 

Trade 160.64  226.54  387.18  35 

Other 

Services 

150.53  211.69  362.22  33 

All 497.78  612.10  1109.89  100 

Sources: MSME annual report 2021-22 

The above table reveals that employment status in all 

categories with rural and urban area wise classification. 

1109.89 lakhs of population yield the benefits of the 

employment opportunities in MSME sector. 

Manufacturing units has the greater contribution in rural 

area. Out of total employment opportunity status Urban 

contributed more contribution to generate the 

employment. Out of 1109.89 lakh employees in MSME 

sector, 844.68 (76%) are male employees and remaining 

264.92 lakh (24%) are females. As per the government 

of India data base explained that the number of 

employment registered in MSME. In fact, the number of 

people employed in recent year become more than 

doubled. 

CONCLUSION 

Overall status of growth and development of MSMEs, 

employment growth and area wise development is 

considerable as compare the previous research finding. 

But as per the population growth rate the 

entrepreneurship is very less. So the government remain 

take more initiative brought up the employment 

opportunity via industrialisation growth and 

development. One of the critical indicators to assess the 

successful development of MSME Sector in an economy 

is the data on opening of new MSMEs; it depicts the 

conducive environment for opening and growth of such 

units in an economy as well as show the high morale of 

entrepreneurs in the macroeconomics of the economy. 

Before the MSMED Act, 2006, there was a system of 

registration by small scale industrial units to the DICs. 

Ministry has replaced the erstwhile process of filing of 

Udyog Aadhaar Memorandum, by 'Udyam' registration 

on a portal developed by this Ministry based on 

composite criteria of classification of MSMEs, notified 

vide Notification dated 26.06.2020.  
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