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Abstract—Micro, Small and Medium Enterprises
(MSMEs) are the backbone of the Indian economy.
They contribute significantly to employment generation,
industrial production, exports, and GDP growth. The
Government of India has introduced several schemes
such as Udyam Registration, PMEGP, MUDRA Loans,
and Digital India initiatives to strengthen MSMEs.
Despite these efforts, MSMEs continue to face
challenges like inadequate finance, lack of skilled
manpower, technological limitations, and market
competition. This article examines the contribution of
MSMEs to India's economic development and
highlights the opportunities and challenges faced by the
sector. The study concludes with suggestions to improve
the sustainability and competitiveness of MSMEs.

Index Terms—MSMEs, Employment, Economic
Development, Entrepreneurship, Digital Finance.

I. INTRODUCTION

MSMEs play a crucial role in promoting inclusive
economic growth. They generate employment with
relatively low  investment and  encourage
entrepreneurship in both rural and urban areas. In
India, MSMESs contribute significantly to GDP and
exports while supporting balanced regional
development.

With the advancement of digital technologies and
government support, MSMEs are becoming more
competitive. However, globalization and rapid
technological changes have created new challenges.
Therefore, strengthening MSMEs is essential for
achieving sustainable economic growth.

II. OBJECTIVES OF THE STUDY

To understand the importance of MSMEs in India.
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To examine the role of MSMEs in employment
generation.

To identify opportunities available for MSMEs.

To analyze the challenges faced by MSMEs.

To suggest measures for improving MSME
performance.

III. RESEARCH METHODOLOGY

This research is based on secondary data collected
from government reports, RBI publications, Ministry
of MSME reports, research articles, journals, and
published literature.

IV. IMPORTANCE OF MSMES

Employment generation
Contribution to GDP

Export promotion

Rural industrialization
Entrepreneurship development
Women's empowerment
Innovation and economic growth

V. GOVERNMENT INITIATIVES

Udyam Registration
PMEGP

MUDRA Loans
Stand-Up India

Start-Up India

Digital India

Skill India

Credit Guarantee Scheme

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH IN TECHNOLOGY 95



© August 2026 | IJIRT | Volume 13 Issue 3 | ISSN: 2349-6002

VI. OPPORTUNITIES FOR MSMES [3] Economic Survey of India.
[4] Annual Report of MSME.
Digital Marketing [5] NITI Aayog Reports.
E-Commerce [6] World Bank Publications.
Export Opportunities
Digital Payments

Artificial Intelligence
Government Procurement
Green Business

Skill Development

VII. CHALLENGES FACED BY MSMES

Limited Finance

High Competition

Lack of Skilled Employees
Poor Infrastructure
Marketing Problems
Technology Adoption
Rising Production Costs
Regulatory Compliance

VIII. SUGGESTIONS

Increase easy credit facilities.
Improve digital literacy.

Provide entrepreneurship training.
Encourage innovation.

Promote exports.

Strengthen government support.
Improve marketing assistance.
Develop rural industrial clusters.

IX. CONCLUSION

MSMEs are the engine of India's economic
development. They generate employment, encourage
innovation, and contribute significantly to national
income. With proper financial support, digital
transformation, skill development, and effective
government policies, MSMEs can become globally
competitive. Strengthening the MSME sector will
help India achieve inclusive and sustainable
economic growth.
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