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Definitions of Micro, Small & Medium Enterprises
In accordance with the provision of Micro, Small & Medium Enterprises Development 

(MSMED) Act, 2006 the Micro, Small and Medium Enterprises (MSME) are classified in 

two Classes: 

Manufacturing Enterprises - The enterprises engaged in the manufacture or 

production of goods pertaining to any industry specified in the first schedule to 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. The Manufacturing Enterprise are defined in terms of investment in Plant & 
Machinery.

Service Enterprises -The enterprises engaged in providing or rendering of services and 

are defined in terms of investment in equipment.



6

Micro, Small and Medium Enterprises Development (MSMED) Act, 2006
Classification Manufacturing Sector 

(Investment in Plant and Machinery or Equipment)
Service Sector

(Investment in Equipment)

Micro <= INR 25 Lakhs <= INR 10 Lakhs

Small INR 25 Lakhs to 5 Crore INR 10 Lakhs to 2 Crore

Medium INR 5 Crore to 10 Crore INR 2 Crore to 5 Crore

Revised Definition by Ministry of MSME  as of 1-Jul-2020
Classification Manufacturing  and Service Sector 

Investment in Plant and Machinery or Equipment Annual turnover

Micro <= INR 1 Crore <= INR 5 Crore

Small <= INR 10 Crore <= INR 50 Crore

Medium <= INR 50 Crore <= INR 250 Crore
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633 Lakh Estimated MSMEs –
99.5% of these are Micro (2015-16)

1109 Lakh people are employed by 
MSMEs (2015-16) 32% - Contribution to India’s GVA (2016-17)

29% - Contribution to India’s GDP (2016-17)

20% - Women Owned MSMEs (2015-16) Rs. 11.74 Lakh Crores - Outstanding Credit 
of MSMEs (Mar 2019)

51%-49%  (Rural-Urban) Almost Equal 
distribution of MSMEs (2015-16)

17% – SC/ST Owned MSMEs (2015-16)

48.10% - Contribution to India’s total 
exports (2018-19)

MSMEs at a glance

Rs. 4216 Crores - Funds transferred to 7.62 
Lakh Beneficiaries through DBT (2018-19)

0.25%  Share in India’s Annual Budget 
allocated for MSMEs (2020-21)
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• 633.88 Lakh MSMEs

• 1109.89 Lakh people 
employed

• An average of 1.75 employees 
per MSME 
• 1.53 in Rural areas
• 1.98 in Urban areas
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Micro MSMEs are the largest 
component of both – the number of 
enterprises and the employment.

However, the average number of 
employees per Micro MSME is < 2 
(1.70). 
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• 196.65 Lakh (31%) of 
MSMEs are in 
Manufacturing

• 437.23 Lakh (69%) of 
MSMEs are in Services 
and Trade

• Average employee count 
per MSME is 
• 1.83 in manufacturing
• 1.68 in trade
• 1.75 in services
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