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Abstract 
 Micro, small and medium enterprises sector take place a vital role in rural development by providing more 
employment opportunities to semi and unskilled labor in India. Such as the reason our policymakers treated MSMEs 
sector as a developmental tool for the economy, the especially rural economy in India. This provision of sector placing more 
employment opportunities to women in rural after certain agricultural sector and solution for the problem of disguised 
unemployment in the agricultural sector by providing more employment opportunities. Almost half of India’s population 
deprived of adequate nutrition, safe drinking water, basic health care, education etc. However, there is no surprise to think 
still India s poverty line is among the lowest in the world because of poverty is lack of empowerment of women. Society has 
ignored women socially and economically.  
 As a result, today women facing the problems of illiteracy, lack of proper education, responsible for household works, 
rape, and sexual harassment at workplace ill health, drudgery and deprivation, the backwardness of women results in 
poverty. In recent days government continuously putting efforts to empower the women in the society and policymakers 
identified that social empowerment of women can achieve through economic impartment. Keeping the view of 
entrepreneurship development and self-employment to rural women, the government of India through its ministries have 
been implementing innovative policies and programs. The ministry of MSME has been implementing a number of policies 
and programmes to promote women entrepreneurship development, MSMED act, (2006) one of such. The main objective 
of this paper is to examine the impact of MSMED act, (2006) on Women Entrepreneurship in Micro, Small and Medium 
Enterprises (MSMEs) in India. Period of the present study is 1995 to 2017 and based on secondary data available at 
Directorate of Industries of India, various annual reports of Ministry of Micro, Small and Medium Enterprises and RBI. 
Keywords: MSMEs, MSMED, Disguised Unemployment, Entrepreneurship. 

 
Introduction 

 In recent days MSME sector act as a back bone of Indian economy after the agricultural sector, 

that’s the reason our policy makers treated MSME sector as a developmental tool for the rural 

economy, structure of rural economy can change through MSME sector development. Government 

of India has identified Micro, Small and Medium Enterprises sector as a solution for the inequality, 

poverty, unemployment, in India, that’s the reason Ministry of MSME implementing innovative 

policies, programs, schemes to strengthening of MSME sector in India. MSMED Act, 2006 of is a 

milestone for the micro, small, and medium enterprises sector and provide legal framework for 

development of MSME sector in India. One of the objective of MESMED Act, 2006 was encourages 

women in MSME sector but there are studies on impact of MSMED act on women entrepreneurship 

in India. Women is half of the society, but the role of women is negligible, but in recent days women 

has been transferring from house to business enterprises is not an easy task. Micro, small, medium 

enterprises open doors to women entrepreneur, women can easily establish MSM enterprises with 

lower capital investment. Social empowerment of women can achieve by economic empowerment, 

this movement can achieve by the development of micro, small and medium enterprises in India. 
 

MSMED Act, 2006  

 The Micro, Small and Medium Enterprises Development (MSMED) Act, 2006 is a milestone for 

the MSME sector. Micro, small and medium enterprises development bill 2005 has been passed by 

both houses on 16th June, 2016 and came into force from 2nd October 2006. The act recommended by 



Vol. 6              Special Issue 5      April 2018          ISSN: 2320 - 4168 

 

 

 

 

 97 
Shanlax International Journal of Commerce 

Abid Hussain committee and the main objective of this act was enhancing and strengthening of 

MSME sector. According to MSMED Act, 2006 “An act to provide for facilitating the promotion and 

development and enhancing the competiveness of Micro, Small and Medium enterprises and 

matters connected therewith or incidencial thereto”. 

 

Basic Objectives of MSMED Act, 2006 

1) Creating a friendly environment to develop micro, small and medium enterprises sector. 

2) Boost the competiveness of MSME sector. 

3) Ensuring the smoothly and timely flow of credit to MSME sector. 

4) To solve the difficulties in delaying the payments to MSME sector. 

 MSMED Act, 2006 first time has given a legal framework for the recognition of the concept of 

“Enterprises” and divided into two broad categories namely; 

 Manufacturing Enterprises: The enterprises which are engaged in the process of production 

and manufacturing of goods. 

 Service Enterprises: The enterprises which are engaged in the process of rendering and 

providing services. 

 MSMED Act, 2006 is the first act divided enterprises into three categories based on the specified 

ceiling on the investment, namely; 

 Micro Enterprises 

 Small Enterprises  

 Medium Enterprises  

 

MSMED Act 2006, Investment rate of MSME& as per Notification N0.S.0.1722(E):2006 

Manufacturing As per notification N0.S.0.1722 (E):2006 

 Micro less than 25 lakh  

 Small 25 lakh –does not exceed 5 crore  

 Medium 5 crore does not exceed 10 crore  

 Services MSMED 2006  

 Micro less than 10 lakh  

 Small 10 lakh - 2 crore  

 Medium 2 crore - 5 crore 

Source: As per notification N0.S.0.1722 (E):2006 

 

Manufacturing Enterprises 

 The enterprises said to be a “Micro Enterprises” if the investment is below the 25 lakhs 

 The enterprises said to be a “Small Enterprises” if the investment between 25 lakhs and doesn’t 

exceed 5 crore. 

 The enterprises said to be a “Medium Enterprises” if the investment between 2 crore to 5 crore.  
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Service Enterprises 

 The enterprises said to be a “Micro Enterprises” if the investment is below the 10 lakhs 

 The enterprises said to be a “Small Enterprises” if the investment between 10 lakhs and 2 crore. 

 The enterprises said to be a “Medium Enterprises” if the investment between 2 crore to 5 crore.  

 
Women Entrepreneurship 

 The idea of women entrepreneurship is a recent situation, women who are occupied in the 

production or manufacturing goods or rendering services known as women entrepreneurship. 

Ancient History says that women can be the best managers of food and other resource and on the 

same way, in case of business women can be an efficient entrepreneur than men because she can use 

financial and other resources efficiently. Social empowerment of any society can achieve through 

economic empowerment, on the same path social and political empowerment of women can achieve 

through economic empowerment of women. Women can empower economically only when she is 

self-employed and independent. Government of India has been identifying that women 

empowerment as a developmental tool for rural economy and can alleviate rural poverty. 

Government of India is putting efforts to empower the women through linking the Self Help 

Groups with MSMEs, creating a platform for the women entrepreneurs through Self Help Groups 

(SHG) and subsidised institutional credit. 

 
Review of Literature  

 Ajay Sharma et.al (2012) have focused on role of micro enterprises on rural women 

development and treated as economic empowerment tool. This study has addressed the different 

opportunities and challenges of women entrepreneurs in rural area. Finally study has given some 

policy measures to improve capabilities of women entrepreneurs.  

 Amandeep singh (2013) focused on status of women entrepreneurs in India and their problems, 

challenges of women entrepreneurs. The study has concluded that status of women entrepreneurs 

was very poor due to lack of support from the government and has given some policy measures to 

develop the entrepreneurship qualities in women.  

 Hina Shah (2013) focused on the government policies and strategies to create women 

entrepreneurship in India. The main finding of this study was most of women entrepreneurs mainly 

deplaned up on non-institutional sources, very negligible section of people getting benefit from 

government programmes and policies. The study also has given some policy measures to enable 

women entrepreneurs in MSME sector. 

 Joti Yadav (2014) the main objective of the study was role of women as entrepreneurs and has 

focused on problems and challenges of women entrepreneurs in India also focused on role of 

different organisations on women entrepreneurship development. Finally the study has given some 

policy measures to improve women entrepreneurship in India.  

 Nasreen and A. Bhatt (2014) the study examines the status of women in MSME sector & their 

problems and the different policies of women MSMEs. The study has concluded that the present 

status of women entrepreneurs very vulnerable, government policies are not up to the mark and 

finally this study has recommended policy measures to improve status of women in MSME sector.  
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 Neha Dangi and Ritika (2014) focused on the growth and performance of MSME sector in India 

and problems of women entrepreneurs. The study concluded that MSME sector contribute more to 

the development of Indian economy. Pankaj Kumar (2014) this study has focused on performance of 

MSME sector in pre and post reform period. Number of units, employment generation, investment, 

exports of MSME sector were taken has as o variables and to examine the impact analysis simple 

quantitative analysis used. The present study concluded that performance of MSME sector very 

poor in post reform period than pre reform period and post reform policies had no impact on 

MSME sector  

 
Objective of the Study 

 Present study examine the impact of MSMED as per notification N0.S.0.1722 (E): 2006 Act, on 

women entrepreneurship in MSME sector of India 

 
Data and Methodology of the Study 

 Based on time series data from directorate of industries India from 1995 to October 2016 and 

Udyog Adhar Memorandum is a source of data. Number of enterprises, employment generation 

and investment of MSMEs are variables of study; Simple quantitative analysis is used to examine 

the impact assessment and divided the time period into pre-MSMED act period (1995 to 2005) and 

post-MSMED act period (2006 to 2016). Compound annual growth rate (CAGR) analysis, Mean 

value, average of percentage change analysis has used to study the impact between two time 

periods. 

 
Gender Wise Number of Registered MSMEs 

Pre-MSMED Act Period (1995 to 2005) Post-MSMED Act, Period (2006 to 2016) 

 
Male Female 

 
Male Female 

CAGR (%) 9 10 CAGR (%) 17 14 

Mean Value 493.3 342.8 Mean Value 222.08 1718.9 

Average of % Change 37 48 Average of % Change 29 35 

% share to Total Units 59 41 % share to Total Units 56.37 43.63 

Source: Directorate of Industries, India. 

 Above table explains the gender wise number of registered enterprises with Udyog Adhar 

Memorandum from 1995 to 2016(October). CAGR of number of male and female owned enterprises 

were around 9 percent and 10 percent respectively, which has increased to 17 percent and 14 

percent respectively during the year 2006 to 2016. If we compare the between two time periods, 

CAGR of male owned enterprises has increased 8 percent marginally and 4 percent in case of 

female, both shows positive signals for the MSME sector, but CAGR of female owned enterprises 

lower than male. Average of percentage change of male and female owned MSMEs decreasing from 

37 percent and 48 percent respectively during the year 1995 to 2005 to 29 percent and 35 percent 

respectively during the year 2006 to 2016, which shows a poor signals for this sector. The mean 

value of male and female owned MSMEs have been increasing from 493 and 342 respectively during 

the year 1995 to 2005 to 2220 and 1718 respectively during the year 2006 to 2016. There was 

considerable improvement in mean value during the year 2006 to 2016 results from improvement in 
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number of registered enterprises after the post MSMED act, 2006.Due to increase in share of female 

owned enterprises to total MSMEs the percentage share of male owned enterprises to total MSMEs 

have been decreasing from 59 percent during the year 1995 to 2005 to 56.37 percent during the year 

2006 to 2016. But in case of share of women owned enterprises to total MSMEs have been increasing 

from 41 percent to 43.6 percent during the same year. The table reveals that CAGR, mean value and 

percentage share to total enterprises have been improving after the implementation of MSMED Act, 

2006. Average of percentage change and percentage share to total MSMEs of female owned 

enterprises have improved more than male enterprises. 

 
Gender Wise Employment Generation of MSMEs 

Pre-MSMED Act Period (1995 to 2005) Post-MSMED Act, Period (2006 to 2016) 

 Male Female  Male Female 

CAGR (%) 13 12 CAGR (%) 27 32 

Mean Value 2861.3 646.6 Mean Value 16148.4 6270.8 

Average of % Change 21 27 Average of % Change 41 58 

% share to Total Units 81.57 18.43 % share to Total Units 72.03 27.97 

Source: Directorate of Industries, India. 

 Above table exhibits the employment generation of male and female owned enterprises in pre 

and post MSMED Act periods. Compound annual growth rate, Mean value and average of 

percentage change of employment generation of male and female owned enterprises have been 

increasing over the years except percentage share of male owned enterprises to total enterprises. 

CAGR of employment generation of male and female owned enterprises have been increasing 

additionally by 14 percent and 20 percent respectively during the year 2006 to 2016. The mean value 

also have improved marginally 13,287 and 5,524 respectively during the same year. Average of 

percentage change of employment generation has been increasing additionally of 20 percent and 31 

percent respectively. But in case of percentage share to total employment generation shows different 

trends. The additional improvement in percentage share of employment generation of female 

owned enterprises is higher than male owned enterprises. The additional share of female owned 

enterprises was around 9.54 percent, but share of male enterprises has declined. Rate of additional 

improvement of CAGR, average of percentage change and percentage share to total employment of 

female owned enterprises were higher than employment generation of male owned enterprises 

during the post MSMED act period (2006-16). Growth of providing employment of women 

entrepreneurs more than male entrepreneurism, results from improving number of female 

enterprises due to implementation of Micro, Small and Medium enterprises Development Act, 2006. 

 
Gender Wise Investment of MSMEs 

Pre-MSMED Act Period (1995 to 2005) Post-MSMED Act, Period (2006 to 2016) 

 
Male Female 

 
Male Female 

CAGR (%) 16 12 CAGR (%) 35 47 

Mean Value 5297.3 924.4 Mean Value 48203.3 16635.1 

Average of % Change 25 21 Average of % Change 55 79 

% share to Total Units 85.14 14.86 % share to Total Units 74.34 25.66 

Source: Directorate of Industries 
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 Above table illustrate the investment of male and female entrepreneurs, Compound Annual 

Growth Rate, mean value, average of percentage change and percentage share to total MSMEs of 

male entrepreneurs have improved from 1995-05 to 2006-16. CAGR of investment of male 

entrepreneurs have improved 19 percent additionally and 35 percent in case of female investment. 

Rate of additional increment of CAGR of female investment was higher than investment of male 

during the year 2006 to 2016 and the mean value of male investment increased marginally to 42,906 

and 15,711 in case of female investment. Mean value of male investment is higher than female 

investment, because male had more small and medium enterprises than female and needs more 

capital investment. The additional average of percentage change of male investment was 30 percent 

and 58 percent in case of female investment, which shows that rate of increase in investment of 

female was higher than male. Additional percentage share to total MSME investment of male 

investment has declined to 10.8 percent, but investment of female share increased additionally 10.8 

percent, but the absolute share of male entrepreneur’s investment in total investment higher than 

female entrepreneurs. Investment of female entrepreneurs has been increasing significantly during 

the post MSMED Act period (2006 to 2016) 

 
Male Owned Micro, Small and Medium Enterprises: Pre-MSMED Act Period (1995 to 2005) 

 
Male 

Micro Small Medium 

CAGR (%) 8 15 ** 

Mean Value 448.4 43.2 2 

Average of % Change 41.63 22.60 1.67 

% share to Total Units 90.90 8.75 0.35 

 
Post-MSMED Act, Period (2006 to 2016) 

 
 

Male 

Micro Small Medium 

CAGR (%) 13 40 29 

Mean Value 1795.5 410.5 14.8 

Average of % Change 28.35 56.68 72.28 

% share to Total Units 80.84 18.49 0.67 

Source: Insufficient data available, hence unable to calculate CAGR 

 Above the table exhibits the total number of male owned MSMEs between pre and post 

MSMED Act periods. Compound annual growth rate of male owned micro, small and medium 

enterprises have been increasing from 8 percent, 15 percent respectively to 13percent, 40 percent and 

29 percent respectively (Unable to calculate CAGR for medium enterprises during 1995 to 2005 due 

to insufficient data). But after 2006 rate of increase in small and medium enterprises were higher 

than micro enterprises, which results from MSMED Act 2006 and have provided friendly 

environment for the small and medium enterprises. The mean value of male owned micro, small 

and medium enterprises have been increasing from 448, 43 and 1.7 respectively during the year 1995 

to 2005 to 1795.5, 410.5 and 14.8 respectively during the year 2006 to 2016.  

 Average of percentage change and percentages share to total of male owned small and medium 

enterprises have been increasing over the years except micro enterprises. Average of percentage 
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change of male owned small and medium enterprises have been increasing from 0.23 percent and 

0.02 percent respectively during the year 1995-05 to0.57 percent and 0.75 percent during the year 

2006-16. But in case of micro enterprises it has fallen from 0.42 percent to 0.28 percent during the 

same year. Percentage share of small and medium enterprises to total male owned MSMEs have 

been improving from 8.75 percent and 0.35 percent respectively during the year 1995 to 2005 to 

18.49 percent and 0.67 percent respectively during the year 2006 to 2016. But the share of micro 

enterprises has declined to 80.85 percent from 90.90 percent during the same year. If we observe the 

whole data of male owned MSMEs, rate of increment in CAGR and mean values. Average of 

percentage change and percentage share to total male enterprises of small and medium higher than 

micro enterprises. This trend results from constant efforts of minister of MSME and its MSMED Act, 

2006, but still the share of micro enterprises to total MSMEs occupies major share compare to small 

and medium enterprises. 

 

Female Owned Micro, Small and Medium Enterprises: Pre-MSMED Act Period (1995 to 2005) 

 
 

Female 

Micro Small Medium 

CAGR (%0 9 15 ** 

Mean Value 337.4 5.3 0 

Average of % Change 50.20 32.51 -10 

% to Total Units 98.41 1.54 0.05 

 

Post-MSMED Act, Period (2006 to 2016) 

  
Female 

 
Micro Small Medium 

CAGR (%) 11 60 ** 

Mean Value 1540.9 175.4 3 

Average of % Change 31.88 94.91 78.87 

% to Total Units 89.64 10.21 0.15 

Source: Insufficient data available, hence unable to calculate CAGR 

 

 Above the table explains the total number of female owned MSMEs between pre and post 

MSMED Act periods. CAGR of female owned micro and small enterprises have been increasing 

significantly from 9 percent and 15 percent re4spectvely during the year 1995 to 2005 to 11 percent 

and 60 percent respectively during the year 2006 to 2016 but rate of increase in small enterprises 

higher than micro enterprises. This trend results from policies of government towards women 

entrepreneurship development in Micro, small and medium enterprises sector. The mean value of 

female owned MSMEs increased significantly during the 2006 to 2016, the mean value of micro, 

small and medium enterprises have increased to 1540.9, 175.4 and 206 respectively from 337.4, 5.3 

and 0.2 respectively during the same period.  

 The mean value of micro enterprises was higher than small and medium enterprise, in case of 

average of percentage change and percentage share to total female owned small and medium 

enterprises have been increasing from 1.54 percent and 0.05 percent respectively during the year 
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1995 to 2005 to 10.20 percent and 0.15 percent respectively during the year 2006 to 2016, except 

micro enterprises. But absolute percentage share of female owned micro enterprises to total female 

owned enterprises higher than small and medium enterprises. Except for micro enterprises, growth 

rates of CAGR, mean value, average of percentage change and percentage share to total female 

owned MSMEs of small and medium enterprises have increased. The mean value, percentage share 

to total female owned micro enterprises is higher than small and medium enterprises over the years. 

 
Major Findings 

 Based on the performance of three variables namely; number of enterprises, employment and 

investment during the pre and post MSMED Act, 2006 period. Compound Annual Growth Rate 

(CAGR), average of percentage change clearly shows that results of post MSMED act period (2006 to 

2016) better than the pre MSMED act period (1995 to 2005). The Percentage share of female owned 

MSMEs to total MSMEs have been improving significantly during post MSMED Act, period (2006 to 

2016). Rate of increase in employment generation of female owned enterprises is higher than male 

owned enterprises during the post MSMED Act, period (2006 to 2016). Rate of increase in 

investment of female entrepreneurs is higher than male owned entrepreneurs. Rate of increase in 

female owned small and medium enterprises have been increasing during the post MSMED Act 

period (2006 to 2016).Micro, Small and Medium Enterprises Development act (2006) one of the 

millstone for the MSME sector in general and women in specific. The study has found that Micro, 

Small and Medium Enterprises Development act (2006) have been positive impact on women 

enterprises. Number of female owned enterprises, employment generation of female owned 

enterprises and investment of female entrepreneurs has improved during the post MSMED act 

(2006) period. 
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