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INTRODUCTION 

The Government of India is focusing on Start up and Make in India programme. 

Key thrust of the programme would be on cutting down in delays in manufacturing projects 

clearance, develop adequate infrastructure and make it easier for companies to do business 

in India. The 25 key sectors identified under the programme include automobiles, auto 

components, bio-technology, chemicals, defence manufacturing, electronic systems, food 

processing, leather, mining, oil & gas, ports, railways, ports and textile.  But Make in India 

and Startup India is not possible without contribution from Micro, Small and Medium 

Enterprises (MSMEs) of India. It is non-debatable question that MSMEs increase the social 

justice by distribution of wealth among large numbers of people. It also creates more local 

employment than big entities. The MSMEs, by number, dominate the world business stage.  

Micro, Small and medium enterprises are an integral part of the economy. They 

provide employment opportunities to the weakest and poorest strata of the society, giving 

them a way out of the perpetual poverty that they seem doomed to. MSMEs tap into the raw, 

latent entrepreneurial potential of the country acting as seedbeds of innovation. In the pre- 

independence period organised industrialisation did not gain much traction but after 

independence „in all the Policy Resolutions from 1948 to 1991, recognition was given to the 

micro and small enterprises. They were termed as an effective tool to expand employment 

opportunities, help ensure equitable distribution of the national income and facilitate 

effective mobilization of private sector resources of capital and skills‟ 

The manifest capacity of Micro, Small and Medium Enterprises (MSMEs) around 

the world for driving economic growth and development at regional, national and global 

levels cannot be overemphasized. As India gears up to retrace the high growth path, the 

MSME sector assumes a pivotal role in driving the growth engine. The MSME sector in 

India continues to demonstrate remarkable resilience in the face of trailing global and 

domestic economic circumstances. The sector has sustained an annual growth rate of over 

10% for the past few years. With its agility and dynamism, the sector has shown admirable 

innovativeness and adaptability to survive economic shocks, even of the gravest nature. The 

significance of MSMEs is attributable to their calibre for employment generation, low 

capital and technology requirement, promotion of industrial development in rural areas, use 

of traditional or inherited skill, use of local resources, mobilization of resources and 

exportability of products. According to the estimates of the Ministry of MSME, Government 

of India, the sector generates around 100 million jobs through over 46 million units situated 
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throughout the geographical expanse of the country. With 38% contribution to the nation‟s 

GDP and 40% and 45% share of the overall exports and manufacturing output, respectively, 

it is easy to comprehend the salience of the role they play in social and economic 

restructuring of India. Besides the wide range of services provided by the sector, the sector 

is engaged in the manufacturing of over 6,000 products ranging from traditional to hi-tech 

items. 

EVOLUTION OF DEFINITION OF SMALL SCALE INDUSTRY IN INDIA 

In India there was no official definition of SMEs till 1950. In 1950, the Fiscal 

Commission, Government of India, New Delhi, for the first time defined a small-scale 

industry as, one which is operated mainly with hired labour usually 10 to 50 hands. During 

that time word used to defined small business was Small Scale Industry as the concept of 

small business was mainly confined to manufacturing sector. The Industries (Development 

and Regulation) Act, i.e.IDRA which came into force on 8th May 1952 under a notification 

of the Central Government published in the Gazette of India. Section 11-B of the Industries 

(Development and Regulation) Act 1951 has given power to Central Government to specify 

the definition of SSI in consideration of factors relating to investment of unit in fixed assets, 

nature of ownership, the number of workers employed ,Nature, cost and quality of products, 

etc. The Central Government started defining the SSI based on investment in plant and 

machinery and other criteria. Fixed capital investment in a unit has also been adopted as 

main criteria to make a distinction between small-scale and large-scale industries. This limit 

is being continuously raised upwards by the government time to time. 

OBJECTIVES OF THE STUDY 

The main objectives of the study are: 

1. To know the contribution of MSME‟SIn make in India campaign. 

2. To make analysis of the salient features of Micro, Small and Medium Enterprise 

Development (MSMED) Act, 2006. 

3. To examine and analyse the performance of MSMEs in India after make in India 

campaign. 

MEDHODOLOGY 

The present study is majorly based on secondary data. The data has been mainly 

collected from various MSME Annual Reports, Statistical Abstracts of India, Annual 

Reports of MSMEs. 

ROLE AND IMPORTANCE OF MICRO SMALL AND MEDIUM ENTERPRISES IN MAKE 

IN INDIA-  

MSMEs play a crucial role in the Indian economy which can be seen from the following 

facts- 

MSME sector contribute nearly 45 % of the manufacturing output and 40 % of the 

exports. This sector contributes approximately 8% of country‟s GDP. MSME sector provide 

the largest share of employment after agriculture and this sector has a better record of 

employment generation per rupee investment as compared to large industries. 

Economic independence i.e. self-reliance can be achieved only by the growth of small 

sector. Over the period myopic policies of our leadership has created such a situation that a 

country of more than 1 billion population has just become a market for the big players. We 

spend billions of dollars of foreign currency on importing items e.g. electronic items, 
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consumer durables etc. which can be easily made in India as they don‟t require any 

specialized skills and small investment is needed to start the production. It is needless to say 

that we have man, material and market but we are lacking mechanism to put everything 

together to start the productive activities. Objective of import substitution can be achieved 

by reviving MSMEs. 

Apart from economic relevance, growth of small sector plays an important role in 

maintaining the overall social & cultural structure. Development of SSIs in dispersed 

geographies reduces the rate of migration to cities and thereby reducing the burden on cities 

to accommodate the large population.  

In a developing country like India, the role and importance of small-scale industries 

is very significant towards poverty eradication, employment generation, rural development 

and creating regional balance in promotion and growth of various development activities. It 

is estimated that this sector has been contributing about 40% of the gross value of output 

produced in the manufacturing sector and the generation of employment by the small-scale 

sector is more than five times to that of the large-scale sector. This clearly shows the 

importance of small-scale industries in the economic development of the country. The small-

scale industry has been playing very crucial role in the growth process of Indian economy 

since independence in spite of stiff competition from the large sector and not very 

encouraging support from the government. 

Small-scale industries can mobilize a good amount of savings and entrepreneurial 

skill from rural and semi-urban areas remain untouched from the clutches of large industries 

and put them into productive use by investing in small-scale units. Small entrepreneurs also 

improve social welfare of a country by harnessing dormant, previously overlooked talent. 

Thus, a huge amount of latent resources are being mobilised by the small-scale sector for the 

development of the economy. 

MICRO, SMALL & MEDIUM ENTERPRISES DEVELOPMENT (MSMED) ACT, 

2006 

This Act has introduced service sector in the definition of Micro, Small & Medium 

enterprises and extended the scope to medium enterprises. In accordance with the provision 

of Micro, Small & Medium Enterprises Development (MSMED) Act, 2006 the Micro, Small 

and Medium Enterprises (MSMED) are classified into two Classes i.e. manufacturing 

Enterprises and Service Enterprises. The Manufacturing Enterprises is engaged in the 

manufacture or production of goods pertaining to any industry specified in the first schedule 

of the industries (Development and regulation) Act, 1951 or employing plant and machinery 

in the process of value addition to the final product having a distinct name or character or 

use. It is defined in terms of investment in Plant & Machinery. The Service Enterprises is 

engaged in providing or rendering of services and are defined in terms of investment in 

equipment.  
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The MSMED Act 2006 has classified manufacturing and service MSMEs into 

micro, small and medium enterprise based on investment in plant, machinery and equipment 

popularly known as 3 tier classification of Indian MSMEs, which is summarized in the 

below table:- 

3 Tier Classifications of 

Indian MSMEs Description 

Manufacturing 

(investment in plant 

and machinery) 

Service 

(investment in 

equpments) 

Micro Enterprises Upto Rs. 25Lakhs Upto Rs. 10Lakhs 

Small Enterprises 
Above Rs. 25 Lakhs 

&upto Rs. 5 Crores 

Above Rs. 10 Lakhs 

&upto Rs. 2 Crores 

Medium Enterprises 

Above Rs. 5 

Crores&upto Rs. 10 

Crores 

Above Rs. 2 Crores & 

upto Rs. 5 Crores 

AMENDMENTS PROPOSED IN MSMED ACT 2006 IN 2015 

A need for change in definition of MSME in MSMED Act 20016 has been raised 

by the various stakeholders from time to time. The MSME related Parliamentary Standing 

Committee on Industry had taken up this issue in its 245th Report .They had recommended 

that considering the inflation and dynamic market situation, the definition of MSME as 

provided in the MSMED Act 2006 need to be revised every five years. Further, in its 258th 

Report, it had recommended that the Act should be amended to make definition flexible. 

Ministry of MSME has accordingly decided in November 2014 for amendment to the 

MSMED Act, 2006 to double the investment limits of micro and small enterprises and triple 

the investment limits of medium scale enterprises. The existing limits of investment were 

fixed in 2006 under the MSMED Act. Since then, there has been a significant increase in the 

price index and cost of inputs.  

PROPOSED DEFINITION OF MSME  

The below table depict the proposed definition of MSME in the MSME 

(Amendment) bill 2015:- 

Type of 

Enterprise 

Manufacturing Enterprises 

(investment in plant and machinery) 

Service Sector Enterprises 

(investment in equpments) 

Micro 

Enterprises 
Up to Rs 50 lakh Upto Rs 20 lakh 

Small 

Enterprises 

More than Rs 50 lakh but does not exceed 

Rs 10 crore 

More than Rs 20 lakh but 

does not exceed Rs 5 crore 

Medium 

Enterprises 

More than Rs 10 crore rupees but does not 

exceed Rs 30 crore 

More than 5 crore rupees but 

does not exceed Rs 15 core 

ROLE OF THE MINISTRY OF SMALL &MEDIUM ENTERPRISES  

It is the primary responsibility of the Government of India to promote and develop 

micro, small and medium enterprises. For this purpose the State Governments have taken 

initiatives to make proper legal framework of policies and measures for the promotion and 

development of MSMEs. For e.g., Government of Gujarat has passed various policies and 

plans and policies such as Textile Policy 2012, Manufacturing Policy 2013, Scheme for 

Market Development Assistance, Scheme for Skill Development to MSME, Scheme for 

Assistance for Tuition Fees For Enhancement of Skill, Scheme for Assistance to Plastic 

industry, Scheme for Protection of Environment Measures, Scheme for awardto MSMEs and 

Export Awards, Scheme for Assistance to R & D Activities etc. It will be helpful in creation 
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and promotion of wealth and employment of the nation. Further, Central Government has 

always taken active interest in supplementing the efforts of the State governments in several 

ways. This initiative will be helpful to boost up make in India campaign. 

The Government of India set up the Small Industries Development Organization 

now Office of the Development Commissioner (Micro, Small & Medium Enterprises) in 

1954, a public sector enterprise called the National Small Industries Corporation Limited in 

1955, and enacted the Khadi and Village Industries Commission Act in 1956, Establishment 

of Khadi and Village Industries Commission, Coir Board and Micro, Small & Medium 

Enterprises-Development Institutes in nearly every State followed. Over the years, the 

Central Government has formulated policy packages for the promotion and development of 

the sector and has been also implementing a large number of schemes and programmes. The 

policies and programmes implemented by the Ministry span across different areas of 

operations of MSMEs, covering credit, marketing, technology, skill development, 

infrastructure development, fiscal matters and legal/regulatory framework. These 

programmes are implemented through various organisations under the Ministry, commercial 

banks, Small Industries Development Bank of India and the State/UT Government. Besides, 

the Ministry runs three training institutes, namely, National Institute for Micro, Small and 

Medium Enterprises, Hyderabad, National Institute for Entrepreneurship and Small Business 

Development, NOIDA, and Indian Institute of Entrepreneurship, Guwahati, with the 

objective of training and development of human resource relevant to small industries as also 

entrepreneurship. It has also supported in setting up a large number of entrepreneurship 

development institutes in various States.  

SALIENT FEATURES OF MICRO, SMALL AND MEDIUM ENTERPRISES 

DEVELOPMENT ACT, 2006 ARE AS FOLLOWS 

Micro, Small and Medium Enterprises Development Act, 2006, has recently 

fulfilled one of the needs felt and verbalized by this segment for long. This Act seeks to 

facilitate promotion and development and enhancing competitiveness of these enterprises. It 

provides the first-ever legal framework for recognition of the concept of “enterprise”, 

comprising both manufacturing and services, and integrating the three tiers of these 

enterprises, namely, micro, small and medium. Apart from clearer and more progressive 

classification of each category of enterprises, particularly the small, the Act provides for a 

statutory consultative mechanism at the national level with wide representation of all 

sections of stakeholders, particularly the three classes of enterprises. 

1. OFFICE OF THE DEVELOPMENT COMMISSIONER (MSMES) 

The Office of the Development Commissioner (MSMEs) assists the Ministry in 

formulating, co-ordinating, implementing and monitoring different policies and programmes 

for the promotion and development of MSMEs in the country. It provides a wide range of 

common facilities like technology support services, marketing assistance etc.  

2. KHADI & VILLAGE INDUSTRIES COMMISSION(KVIC) 

The KVIC is established under the khadi and Village Industries Commission Act, 

1956 is a statutory body promoting and developing khadi and village industries for 

providing employment opportunities in rural areas for strengthening the rural economy. The 

main functions of the KVIC are to plan, promote, organize and assist in implementation of 

the programmes/projects/schemes for generation of employment opportunities through 
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development of khadi and village industries. It undertakes activities like skill improvement, 

transfer of technology, research & development, marketing, etc.  

3. COIR BOARD 

The Coir Board is a statutory body established under the Coir Board Industry Act, 

1953.It helps in promoting overall development of the coir industry and improving the living 

conditions of the workers engaged in coir industry. The Board undertaking scientific, 

technological and economic research and development activities, The coir industry is being 

export oriented and generating wealth out of the waste i.e. coconut husk. 

4. NATIONAL SMALL INDUSTRIES CORPORATION LIMITED (NSIC) 

NSIC established in 1955with the objective of promoting aid and fostering the 

growth of micro and small enterprises in the country, generally on commercial basis. It 

provides a variety of support services to micro and small enterprises catering to their 

different requirements in the areas of raw material procurement; product marketing; credit 

rating; acquisition of technologies; adoption of modern management practices, etc. 

IMPACT OF MSMED ACT  

1. Establishment of National small and medium Enterprise Board. - It‟s salient eature is 

mandatory quarterly meeting has to be conducted. It had an impact on small size 

board members that they will make sure whatever problems are there related to 

MSME‟s those problem will be solved immediately with corrective actions. 

2. Concept of enterprise- It will make a very clear difference between manufacturing 

and rendering services. This will make MSME‟s to go for service sector enterprise as 

well. 

3. Definition of enterprise- Specific investment limit has been placed on investment in 

plant and machinery and equipment‟s for manufacturing sector and service sector 

respectively. Due to this Act, the existing medium units can avail various facilities. 

4. Filling of memoranda is optional for micro and small enterprise but it is mandatory 

for medium sized manufacturing enterprise, though medium sized services don‟t 

come under this obligation- Here the feature is that from now onwards registration is 

not compulsory and now it has been replaced by memorandum. Due to this MSME‟s 

are able to take advantages of the act immediately after setting up of the unit as they 

are not confined to the hassles of registration. 

5. Procurement policies- The central or the state government has notifies about the 

preference policies about the goods and services provided by MSME‟s. This provides 

an opportunity to MSME‟s to supply their goods and services without any obstacles 

and help in the smooth running of the enterprise. 

6. Delayed payment penalty and dispute resolution-period of payment has been made to 

45 days for the procuring organization. Now, on the basis of this payment period they 

can make a balance between their cash inflows and cash outflows in a proper manner. 

7. Dispute resolutions- For resolving disputes MSME‟s facilitation councils are set up 

and the disputes are resolved within a period of 90 days. This is not even costly on 

the pockets of MSMSE and the follow up of the matter regularly becomes easy and 

simple. 
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8. Delayed payments- For this deduction is disallowed under section 23 of MSMED Act 

of Tax Audit. This particular clause will encourage the various procurement agencies 

to make timely payments to the MSME‟s and even it will ensure smooth functioning 

of MSME‟s and even it will ensure smooth functioning of MSME units. 

9. Closure of Business- for the closure of business it needs a statutory notification 

regarding the closure scheme. This helps in the quick liquidation of the enterprise. 

CONCLUSION 

Make in India and Startup India is not possible without contribution from Micro, 

Small and Medium Enterprises (MSMEs) of India.MSME plays a significant role in the 

economic growth of a country. India has the capability to push its manufacturing 

contribution to GDP to 25% by 2025. Government has to act as the central pivot of 

aligning industries, private companies, public sectors and all stakeholders in realizing this 

vision. Indian MSMEs produce a wide range of products and services - from a simple 

consumable to highly sophisticated industrial products; life-saving drugs, indigenous 

wellness packages, IT services, agro products and many more. It has maintained a higher 

growth rate despite increasing cost, international competition and global economic 

slowdown.India has the capability to push its manufacturing contribution to GDP to 25% 

by 2025. Government has to act as the central pivot of aligning industries, private 

companies, public sectors and all stakeholders in realizing this vision. A proper thrust, 

supportive policies and transparent systems will increase its competitiveness. Translating a 

paper policy into an actionable agenda at the grass-root has always been a problem in 

India. Further, there is an urgent need need to revise MSMED Act, 2006 which is under 

consideration of parliament. This study clearly indicated that the policies and benefits have 

not reached the MSME operators. They are at large, operating with short-term focus, 

plagued with fear and distrust that the systems are unsupportive. 
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