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ABSTRACT 

Micro, Small and Medium Enterprises (MSMEs) occupy a pivotal position in India’s pursuit of inclusive and sustainable 

economic development. They contribute significantly to employment generation, industrial output, exports, 

entrepreneurship promotion and balanced regional growth. In recent years, the Government of India has launched several 

flagship initiatives such as Make in India, Startup India, Digital India and Atmanirbhar Bharat to strengthen the MSME 

ecosystem and advance sustainable industrialization. This paper examines the role of MSMEs in promoting sustainable 

economic growth in India. It highlights how MSMEs support women’s entrepreneurship, rural industrialization, 

employment creation, poverty reduction, export expansion and regional equity. The study also underscores the growing 

orientation of MSMEs towards green practices, innovation and digital transformation, which collectively reinforce the 

foundations of a sustainable economy. At the same time, MSMEs contend with multiple structural challenges including 

inadequate access to finance, obsolete technology, shortages of skilled manpower, intense competition, infrastructural 

gaps and limited access to credit and markets. The paper pays special attention to issues of environmental sustainability 

and the diffusion of green technologies among MSMEs.The analysis is based entirely on secondary data drawn from 

government reports, RBI publications, Ministry of MSME documents, books, journals and credible online academic 

sources. The findings confirm that MSMEs are central to India’s economic expansion, job creation and social inclusion, 

but that their long-term progress hinges on timely policy support, better digital infrastructure, improved financing, skill 

development and sustainable business models. The paper concludes that through innovation, entrepreneurship and 

inclusive growth, MSMEs can serve as powerful instruments for realizing sustainable development and advancing the 

vision of Viksit Bharat 2047. 
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1. INTRODUCTION 

Micro, Small and Medium Enterprises (MSMEs) are widely regarded as the backbone of the Indian economy due to 

their major contribution to employment, industrial output, exports and inclusive growth. The sector is vital in both urban 

and rural areas for nurturing entrepreneurship and reducing regional disparities. India hosts one of the world’s largest 

MSME bases, and after agriculture, MSMEs are the second-largest source of employment while contributing roughly 

30 percent to national GDP. This broad category encompasses manufacturing units, service enterprises, handicrafts, 

village and rural industries, startups and small business entities. 

Sustainable economic growth refers to a pattern of development that meets present needs without undermining the ability 

of future generations to meet their own needs. MSMEs promote such growth by generating employment, reducing 

poverty, encouraging innovation, utilizing local resources and adopting environmentally responsible business practices. 

The MSME ecosystem in India has been reinforced by several government schemes, including Make in India, Startup 

India, Skill India, Digital India, Mudra Yojana and Atmanirbhar Bharat. Advances in technology, expansion of financial 

services, proliferation of e-commerce platforms and broader digitalization are helping MSMEs improve productivity 

and market competitiveness. 
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In recent years, many MSMEs have increasingly adopted sustainable practices such as energy-efficient production, waste 

management, use of green technologies and digital operations, thereby enhancing resource efficiency and environmental 

protection. Nevertheless, the sector continues to face persistent constraints related to finance, technology, skilled 

manpower, infrastructure and the adoption of sustainable technologies. Against this backdrop, a systematic study of the 

contribution of MSMEs to sustainable economic growth in India becomes essential. 

2. REVIEW OF LITERATURE 

Schumpeter (1934) identified entrepreneurship and small enterprises as key engines of economic development, 

innovation and industrial expansion. Beck, Demirgüç-Kunt and Levine (2005) found that MSMEs play a crucial role in 

employment generation, poverty reduction and economic progress in developing economies. The Ministry of MSME 

(2023) reported that MSMEs account for about 30 percent of India’s GDP and make an important contribution to exports 

and industrial production. NITI Aayog (2022) stressed that sustainable industrialization and MSME development are 

indispensable for inclusive growth and employment creation. 

Sharma and Verma (2021) observed that digital transformation and technological innovation have significantly enhanced 

the productivity and competitiveness of MSMEs in India. The World Bank (2021) emphasized that MSMEs are central 

to sustainable development, as they generate local employment, foster entrepreneurship and strengthen social inclusion. 

Kumar (2020) identified financial constraints and limited access to technology as major impediments to MSME growth 

in the Indian context. 

According to the Reserve Bank of India (2023), expanding credit access and digital financial services can reinforce 

MSME development and macroeconomic stability. The OECD (2022) highlighted that green technologies and 

sustainable practices can improve both the long-term growth prospects and environmental performance of MSMEs. 

Singh and Gupta (2024) noted that women-led MSMEs and rural enterprises make substantial contributions to inclusive 

growth and social empowerment. 

The International Labour Organization (2022) reported that MSMEs create large-scale employment opportunities and 

support decent work and economic resilience. Porter (1990) argued that innovation and competitiveness are fundamental 

for business sustainability and economic advancement. The United Nations Development Programme (2023) underlined 

the importance of MSMEs for achieving the Sustainable Development Goals (SDGs), particularly those related to 

poverty reduction, employment generation and sustainable industrialization. 

3. NEED FOR THE STUDY 

MSMEs are gaining increasing prominence in India’s industrial landscape by driving entrepreneurship, employment, 

production and export growth. The sector is instrumental in promoting equitable development and mitigating regional 

imbalances. This study is important because it systematically explains how MSMEs facilitate sustainable economic 

growth in India and how they advance rural development, green industrialization, digital transformation, innovation and 

export performance. 

The paper also brings into focus key concerns such as financing difficulties, technological gaps, environmental 

sustainability and the policy support required for sustained MSME expansion. Consequently, the study offers useful 

insights for policymakers, researchers, students, entrepreneurs and business associations seeking to understand the future 

role of MSMEs in achieving Viksit Bharat 2047. 

4. OBJECTIVES OF THE STUDY 

1. To analyze the contribution of MSMEs to sustainable economic growth in India. 

2. To examine how MSMEs foster entrepreneurship and generate employment. 

3. To study the role of MSMEs in rural development, industrial output and exports. 

4. To identify the major challenges faced by MSMEs in India. 

5. To propose measures for strengthening sustainable MSME development. 
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5. SCOPE AND PERIOD OF THE STUDY 

The scope of this study is confined to the contribution of MSMEs to India’s sustainable economic growth. It covers 

dimensions such as employment generation, entrepreneurship, exports, industrialization, digital transformation, rural 

development and environmental sustainability. Within the broader framework of Viksit Bharat 2047, the study also 

considers government initiatives, financial support mechanisms and green business practices adopted by MSMEs. The 

analysis is based on secondary data collected for the period 2018–2025 from books, journals, reports of the Ministry of 

MSME, RBI publications, official government documents and scholarly online sources. 

6. RESEARCH METHODOLOGY 

The present study is descriptive and analytical in nature. It relies exclusively on secondary data sourced from government 

publications, Ministry of MSME reports, RBI documents, books, journals, research papers, newspapers, websites and 

online academic databases. The collected information has been systematically examined to assess the role of MSMEs in 

promoting sustainable economic growth in India. 

7. DATA ANALYSIS AND INTERPRETATION 

7.1 Contribution of MSMEs to GDP 

MSMEs make a sizeable contribution to India’s gross domestic product. As per Ministry of MSME data, the sector 

accounts for nearly 30 percent of national GDP. The expansion of MSMEs supports trade, industrial production and 

overall economic prosperity. The growing number of startups, service enterprises and manufacturing units reflects the 

rising importance of MSMEs in the Indian economy. 

Figure 1: Contribution of MSMEs to India’s GDP 

 

7.2 Employment Generation by MSMEs 

After agriculture, MSMEs are the second-largest source of employment in India. The sector provides livelihoods to 

millions of people in both urban and rural regions. Small businesses, cottage industries, handicrafts and rural enterprises 

create opportunities for youth, women and economically weaker sections. By expanding livelihood options, MSMEs 

help reduce unemployment and poverty. 

Figure 2: Employment Generation by MSMEs 
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7.3 Role of MSMEs in Rural Development 

MSMEs are central to rural industrialization and balanced regional development. They encourage entrepreneurship, self-

employment and the productive use of local resources in rural areas. Village industries, food processing units, handloom 

and textile clusters and agro-based enterprises strengthen rural economies and help curb large-scale migration from 

villages to cities. 

Figure 3: Role of MSMEs in Rural Development 

 

7.4 MSMEs and Export Promotion 

MSMEs contribute substantially to India’s export basket through products such as textiles, handicrafts, leather goods, 

engineering items, food products and IT services. The growth of e-commerce platforms and digital marketing tools has 

enabled MSMEs to access global markets more easily and improve their export competitiveness. 

Figure 4: MSME Contribution to Export Promotion 

 

7.5 Digital Transformation and Innovation in MSMEs 

Digital technologies—including cloud computing, digital payments, internet banking, e-commerce and business 

analytics—are reshaping MSME operations. Digital transformation enhances productivity, operational efficiency, 

customer service and market reach. Government programs such as Startup India and Digital India have encouraged 

MSMEs to adopt new technologies and innovate in products and processes. 
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Figure 5: Digital Transformation in MSMEs 

 

7.6 Challenges Faced by MSMEs 

Despite their importance, MSMEs face several persistent challenges, including: 

• Limited access to finance 

• Intense market competition 

• Outdated technology 

• Inadequate infrastructure 

• Shortage of skilled workforce 

• Marketing and branding constraints 

• High costs of complying with environmental regulations 

Because of financial limitations, many small enterprises find it difficult to implement sustainable manufacturing systems 

and green technologies. 

Figure 6: Challenges Faced by MSMEs 

 

8. RESULTS AND DISCUSSION 

The study confirms that MSMEs play a strategic role in driving sustainable economic growth in India. They contribute 

significantly to GDP, employment, entrepreneurship, exports and rural industrialization. Technological progress and 

digital transformation are making MSMEs more efficient and competitive in domestic and international markets. 

Government schemes such as Make in India, Startup India, Mudra Yojana and Digital India are further stimulating 

entrepreneurship and industrial development in the sector. 

MSMEs also enhance inclusive development by supporting women entrepreneurs, rural enterprises and disadvantaged 

social groups. However, growth is constrained by financial bottlenecks, outdated technology, infrastructural deficits and 

environmental sustainability challenges. Sustainable MSME development therefore requires improved access to green 
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finance, robust digital infrastructure, targeted skill development and expanded credit facilities. Strengthening the MSME 

sector can make a decisive contribution to sustaining economic growth and realizing the goal of Viksit Bharat 2047. 

 

9. FINDINGS AND SUGGESTIONS 

Findings 

1. MSMEs make a major contribution to India’s GDP and employment. 

2. The sector promotes rural development and nurtures entrepreneurship. 

3. Digital transformation is improving MSME productivity and competitiveness. 

4. Government initiatives are supporting sectoral growth and a vibrant startup culture.  

5. MSMEs are crucial for inclusive development and export expansion. 

6. Financial constraints and technological gaps remain key obstacles. 

7. The adoption of green and sustainable business practices among MSMEs is still limited. 

Suggestions 

1. The government should further ease access to low-interest credit and financing for MSMEs. 

2. Entrepreneurship development and digital skill training programmes need to be scaled up.  

3. MSMEs should be encouraged and incentivized to adopt green technologies and sustainable production 

methods.  

4. Infrastructure in rural and semi-urban areas must be improved to support MSME growth.  

5. Public–private partnerships should be promoted to foster innovation and digital transformation in the 

sector.  

6. Dedicated export-promotion schemes for MSMEs should be strengthened and simplified. 

7. Awareness campaigns on environmental protection and sustainability should be intensified among 

MSME stakeholders. 

 

10. CONCLUSION 

MSMEs are indispensable to India’s quest for inclusive development and sustained economic growth. The sector 

contributes meaningfully to employment, entrepreneurship, innovation, exports and balanced regional development. 

Rapid technological change, digitalization and supportive government policies are creating new opportunities for MSME 

expansion and competitiveness. By providing employment in both urban and rural regions, MSMEs also promote social 

inclusion and help alleviate poverty/ 

However, unresolved issues relating to finance, infrastructure, technology and environmental sustainability must be 

addressed systematically. For MSMEs to grow on a sustainable basis, there is a need for coherent policy frameworks, 

better digital and physical infrastructure, enhanced skills and stronger financial support mechanisms. The study 

concludes that MSMEs can emerge as powerful drivers of long-term economic growth and play a significant role in 

achieving the vision of Viksit Bharat 2047. 
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