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ABSTRACT Micro andSmall Enterprises said to be a powerful segment of the industrial development of a country.
The Ministry of Micro, Small and Medium Enterprises (MSME), Govt. of India recognizes the contribution 

of Micro & Small Enterprises (MSEs) in growth of Indian economy, export promotion and employment generation.These 
sectors are performing well with multidimensional aspects of the socio-economic aspects andprogress of MSE in India 
is an emerging aspect associated with the sustainabledevelopment in the country. These autonomous bodies include 
Tool Rooms, Training Institutions and Project-cum-Process Development Centers. MSME-DO provides a wide spec-
trum of services to the small industries sector, now enlarged to include all enterprises.The Micro and Small Enterprises 
(SMEs) contribute immensely to Gross Domestic Product (GDP) and it has a sizeable influence in growth of economy. 
This paper focuses the evolution of Micro and SmallEnterprises which is governed by MSMED Act, 2006 in India.

Keywords MSE, infrastructural support, technology upgradation, export promotion, employment 
generation.

Introduction
The Ministry of Micro, Small and Medium Enterprises 
(MSME), Govt. of India recognizes the contribution of Mi-
cro & Small Enterprises (MSEs) in growth of Indian econo-
my, export promotion and employment generation.The Mi-
cro and Small Enterprises organized and governed by The 
MSMED Act 2006, of India.The organization has been un-
derstood as Micro, Small and MediumEnterprises-Develop-
ment Organization with the wider mandate of promotion 
anddevelopment of MSE sector. It has over 60 offices and 
21 autonomous bodies under itsmanagement. These au-
tonomous bodies include Tool Rooms, Training Institutions 
and Project-cum-Process Development Centers. MSME-DO 
provides a wide spectrum of services to thesmall industries 
sector, now enlarged to include all enterprises, excluding 
the larger ones. Theseinclude facilities for testing, tool 
making,training for entrepreneurship development, prepa-
rationof project and product profiles, technical and mana-
gerial consultancy, assistance for exports,pollution and en-
ergy audits etc. 

Enactment of MSME
The Government of India has enacted the Micro, Small 
and Medium EnterprisesDevelopment (MSMED) Act, 2006 
on June 16, 2006 which was notified on October 2, 2006.
With the enactment of MSMED Act 2006, the paradigm 
shift that has taken place is the inclusionof the services 
sector in the definition of Micro, Small & Medium enter-
prises, apart fromextending the scope to medium enter-
prises. The MSMED Act, 2006 has modified the defini-
tionof micro, small and medium enterprises engaged in 
manufacturing or production and providingor rendering of 
services.

Role of Micro and Small Enterprises
Micro andSmall Enterprises (MSE) sector has been recog-
nized as an engineof growth all over the world. The sector 
is characterized by low investment requirement,operational 
flexibility, location wise mobility, and import substitution. 
In India, the Micro,Smalland Medium Enterprises Devel-
opment (MSMED) Act, 2006 is the first single comprehen-
sivelegislation covering all the three segments. In accord-
ance with the Act, these enterprises areclassified in two:-(i) 

manufacturing enterprises engaged in the manufacture or 
production ofgoods pertaining to any industry specified in 
the first schedule to the Industries (Developmentand Regu-
lation) Act, 1951. These are defined in terms of investment 
in plant and machinery; (ii)service enterprises engaged in 
providing or rendering of services and are defined in terms 
ofinvestment in equipment.

India has a vibrant micro and small enterprise sector that 
plays an important role insustaining the economic growth, 
by contributing around 39 per cent to the manufacturing 
outputand 34 per cent to the exports from the year 2004-
05. It is the second largest employer of human resourc-
esafter agriculture, providing employment to around 29.5 
million people in the rural andurban areas of the country. 
Their significance in terms of fostering new entrepreneur-
ship is wellrecognized.This is because, most entrepreneurs 
start their business from a small unit whichprovides them 
an opportunity to harness their skills and talents, to experi-
ment, to innovate andtransform their ideas into goods and 
services and finally nurture it into a larger unit.

Importance of the MSE Sector
The contribution of micro and small enterprises (MSE) sec-
tor tomanufacturing output, employment and exports of 
the country is quite significant. According toestimates, in 
terms of value, the sector accounts for about 45 per cent 
of the manufacturingoutput and 40 percent of the total 
exports of India. The MSME sector employs about 42 mil-
lionpersons in over 13 million units throughout the country. 
There are more than 6000 products,ranging from tradition-
al to high-tech items, which are being manufactured by the 
IndianMSEs

Type of Enterprise
Enterprises are broadly classified into two categories: (i) 
Manufacturing; and (ii) thoseengaged in providing render-
ing of services. Both categories of enterprises have been 
furtherclassified into Micro,Small and Large Enterprises 
based on their investment in plantand machinery for manu-
facturing enterprises or on equipments (in case of enter-
prises proving orrendering services).
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Table 1: Type of Enterprises
(in thousands)

Sl. 
No.

Type of 
Enter-
prise

Number of Enterprise 
Owned by

Total
Total 
Per-
cent

Male Female

No. Per-
cent No. Per-

cent
1 Micro 1274 81.41 211 13.48 1485 94.89

2 Small 76 4.85 4 0.26 80 5.11

Total 1350 86.26 215 13.74 1565 100
Source: MSME Annual Report 2013

Table 1 displays the enterprises wise as well as gender 
wise profile of the entrepreneurs.1274thousands of Micro 
enterprises owned by male (81.41%) and 211 thousandsof 
enterprises owned by female (13.48%). 76 thousands of 
Small enterprises owned by Male (4.85%) and 4 thousands 
of enterprises owned by female (0.26%). It constitutes the 
total of 1565 micro and small enterprises in India.

Nature of Activity
The Ministry of MSME (earlier known as Ministry of Small 
Scale Industries and Agro &Rural Industries (SSI & ARI) 
came into existence from 1999 to provide focused atten-
tion to the development and promotion sector. The new 
policy package was announced in August, 2000. MSME 
Act, 2006 seeks to facilitate the development of these en-
terprise as also enhance their competitiveness. It provides 
the first-ever legal frame work for recognition of the con-
cept of “enterprise” which comprises both manufacturing 
and service entities.

Table 2: Nature of Activity
(in thousands)

Activ-
ity 
Code

Nature of 
Activity

Number of Enterprise 
Owned by

Total Total 
PercentMale Female

No. Per-
cent No. Per-

cent

1 Manufac-
turing 941 60.13 108 6.90 1049 67.03

2 Services 174 11.12 88 5.62 262 16.74

3
Repairing 
& Main-
tenance

234 14.95 20 1.28 254 16.23

Total 1349 86.20 216 13.80 1565 100.00

Source: MSME Annual Report 2013

Table 2 reveals that the nature of activities engaged by the 
entrepreneurs in 67.03 per cent of the entrepreneurs be-
longs to Manufacturing Activities, 16.74 per cent belongs 
to Services Activities, and 16.23 per cent belongs to Re-
pairing & Maintenance Activities. As regards the 60.13% 
of Male and 6.90% of Female entrepreneurs engaged in 
Manufacturing Activities. 11.12% of Male and 5.62%ofFe-
male entrepreneurs engaged in Services. 14.95 % of Male 
and 1.28% of Female entrepreneurs engaged in Repairing 
and Maintenance Activities.

Type of Enterprises
Organization are broadly classified into two Categories.: 
i) Functional organization, ii)Team Management, Organi-
zation different wise introducing the Entrepreneur is one 
whointroduce new goods, inaugurates new method of pro-

duction, discovers new market andreorganizes the enter-
prises. It is important to note that such entrepreneurs can 
work only when acertain level of development is already 
achieved, and people look forward to change andenviron-
ment.

Table 3 reveals that 90.03 percent of enterprises (78.21% 
of male and 11.82% of female) engaged asProprietary or 
HUF organization,4.03 per cent (3.64% male and 0.39% 
female) belongs to Partnership entrepreneurs, and 2.75 
per cent  (2.56% of male and 0.19% of female) belongs 
to PrivateCompany entrepreneurs, 0.57 per cent (0.51% 
male and 0.06% female) of Public Limited Company entre-
preneurs, 0.32 per cent (0.26% male and 0.06% female) of  
co-operatives, and 2.30 per cent ofenterprises belongs to 
other type of organizations.

Table 3: Type of Enterprises
(in thousands)

Org. 
Code

Type of 
Organi-
zation

Number of Enterprise 
Owned by

Total Total 
PercentMale Female

No. Per-
cent No. Per-

cent

1
Propri-
etary or 
HUF

1224 78.21 185 11.82 1409 90.03

2 Partner-
ship 57 3.64 6 0.39 63 4.03

3
Pvt. 
Com-
pany

40 2.56 3 0.19 43 2.75

4
Pub. Ltd. 
Com-
pany

8 0.51 1 0.06 9 0.57

5 Coop-
eratives 4 0.26 1 0.06 5 0.32

6 Others 16 1.02 20 1.28 36 2.30

Total 1349 86.20 216 13.80 1565 100.00

Source: MSME Annual Report 2013

Findings and Suggestions
1.  Micro and Small Enterprises is a vibrant segment of 

the economic development of the country whichis 
responsible to promote the industrial growth, export, 
employment potential, capital formationand sustain-
able development. Therefore these sectors should be 
treated as emerging sectors whileproviding financial 
and non financial assistance.

2.  There are 1565 thousands MSE in the country of 
which 94.89 per cent belongs toMicro units, 5.11 per 
cent belongs to Small units.Hence it seems to be 
most of the MSE belongs to Micro units which are 
mostly in rural andtraditional based. Hence there is 
a need of more concentration to the micro units to 
grow in aconcrete manner.

3.  The number of enterprises and their nature of activi-
ties concerned, 67.03 per cent of the entrepreneurs 
belongs to Manufacturing Activities, 16.74 per cent 
belongs to Services Activities, and 16.23 per cent be-
longs to Repairing & Maintenance Activities.  The ser-
vice oriented enterprises are to be supported finan-
cially to grow equally to others.

4.  Most of the MSE are under the categories of the pro-
prietary type of organization whichare running by a 
single person. There units are mostly belongs to tra-
ditional type ofactivities with labor intensive. Hence, 
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these entrepreneurs need proper training to promote 
theirproduction and marketing strategies in the mod-
ern world.

 
Conclusion
Micro and Small Enterprises are the back bone of the eco-
nomic development ofthe country, which concentrates to 
meet the local as well as the global demands in unique 
characters of the products and services. In India, these sec-
tors performed well and spread allover the country accord-
ing to the availability of resources and traditional methods. 
MSEare performing in a constant manner even in the glo-
balization era with the competitiveadvantages. These sec-
tors could able to achieve the sustainable development 
of the countrywith self reliance aspects. Hence this paper 
concludes that development of themicro and small enter-
prises is in a significant manner during the study period.
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