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Abstract

This research paper is based on the topic "The Role of Small-Scale Entrepreneurs in
Employment Generation and Regional Development in Madhya Pradesh: A Study.” The
objective of the study is to analyze the contribution of the Micro, Small, and Medium Enterprises
(MSME) sector in Madhya Pradesh to employment generation, regional development, and socio-
economic progress. The study employs a descriptive and analytical research design and utilizes
secondary data. Data obtained from the Government of Madhya Pradesh, the Ministry of Micro,
Small and Medium Enterprises (Government of India), Economic Surveys, the Reserve Bank of
India, NITI Aayog, and other published research papers and reports have been analyzed.

The study reveals that the MSME sector in Madhya Pradesh is continuously expanding. The
number of registered MSME units in the state rose from 2.46 lakh in 2021-22 to 6.85 lakh in
2025-26. During the same period, employment generated by the MSME sector increased from
14.08 lakh to 40.50 lakh. This growth indicates that small-scale enterprises have established
themselves as a major source of employment generation in the state. A Pearson Correlation Test
was used to test the hypothesis, yielding a correlation coefficient (r) of 0.979 and a p-value of
0.0036. The results demonstrate a very high and statistically significant positive relationship
between the development of small-scale enterprises and employment generation. Consequently,
the null hypothesis was rejected, and the alternative hypothesis was accepted.

The study also highlights that the MSME sector is not limited merely to providing employment;
it plays a pivotal role in rural industrialization, value addition to local resources, women and
youth entrepreneurship, income growth, the reduction of migration, and balanced regional
development.

Keywords- Small enterprises, Micro, Small and Medium Enterprises (MSMES),
Entrepreneurship, Employment generation, Regional development, Economic development,
Madhya Pradesh, Self-employment, Rural industrialization, Women entrepreneurship, Youth
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1. Introduction

India is one of the world's fastest-growing economies, with a significant portion of its population
falling within the working-age group. In this context, job creation stands as a paramount priority
for national development. Relying solely on government employment cannot meet the job
requirements of the growing population; therefore, the development of entrepreneurship—
particularly small-scale enterprises—has become a cornerstone of economic progress.
Small-scale enterprises are considered the bedrock of any economy's development because they
possess the capacity to generate substantial employment with limited capital. While large
industries tend to be capital-intensive, small-scale industries are labor-intensive. Consequently,
small-scale industries are regarded as the most effective vehicle for employment growth in
developing nations.

Madhya Pradesh is India's second-largest state in terms of geographical area. The state is rich in
natural resources, agricultural produce, forest wealth, mineral deposits, and human capital.
Despite this, many districts in the state have remained relatively backward in terms of
industrialization. In this scenario, small-scale enterprises have emerged as effective instruments
for utilizing local resources, fostering rural industrialization, and ensuring balanced regional
development.

Several schemes are being implemented in the state to foster the growth of Micro, Small, and
Medium Enterprises (MSMESs). Key initiatives include the *Mukhyamantri Udyam Kranti
Yojana*, *Pradhan Mantri Employment Generation Programme* (PMEGP), *Pradhan Mantri
MUDRA Yojana*, the Startup Policy, the Industrial Promotion Policy, the ‘One District One
Product' (ODOP) program, and various skill development initiatives. Through these schemes,
entrepreneurs are provided with financial assistance, training, marketing support, and technical
guidance.

Small-scale enterprises are not merely confined to economic activities; they also serve as vital
agents of social change. They enable women, youth, Scheduled Castes, Scheduled Tribes, and
backward classes to secure self-employment. This helps reduce income inequality and
accelerates inclusive growth.

In Madhya Pradesh, alongside industrial hubs like Indore, Bhopal, Jabalpur, and Gwalior, the
expansion of agriculture- and forest-based small-scale industries in districts such as Khandwa,
Khargone, Dhar, Chhindwara, Balaghat, Mandla, and Shahdol is steering the rural economy in a
new direction. Sectors such as food processing, the soybean industry, the spice industry, pulse
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mills, handlooms, handicrafts, furniture manufacturing, the bamboo industry, and enterprises run

by women's self-help groups have emerged as key sources of local employment.

In the current era of global competition, digitalization, e-commerce, innovation, and green

production methods have created new opportunities for small enterprises. Many entrepreneurs

are now expanding their businesses by leveraging digital marketing, online trade, digital
payments, and modern production techniques. This is enabling local products to reach national
and international markets.

However, small enterprises also face numerous challenges. Factors such as a lack of financial

resources, difficulties in securing bank loans, technological backwardness, an absence of quality

standards, marketing issues, transportation costs, and global competition impact their growth.

Therefore, it is essential that these challenges are adequately addressed during policy

formulation.

Against this backdrop, the present study analyzes the role of small-scale entrepreneurs in

Madhya Pradesh and seeks to highlight how small enterprises are making significant

contributions to employment generation, income growth, poverty alleviation, and regional

development.

2. Major Government Schemes for the Development of Small Enterprises in Madhya

Pradesh

Several schemes are being implemented by the Central and State governments to encourage

small enterprises in Madhya Pradesh. Their objectives include simplifying the process of setting

up enterprises, providing financial assistance, promoting technological upgrades, and fostering
employment generation.

e Prime Minister's Employment Generation Programme (PMEGP) — This scheme
provides a loan-cum-subsidy facility for establishing micro-enterprises. It assists educated
unemployed youth, women, Scheduled Castes (SC), Scheduled Tribes (ST), and other
vulnerable sections in establishing self-employment ventures.

e Pradhan Mantri Mudra Yojana (PMMY) — Under this scheme, collateral-free loans are
provided across three categories: Shishu, Kishore, and Tarun. Thousands of new enterprises
have been established in Madhya Pradesh through this scheme.

e Chief Minister's Udyam Kranti Yojana — Launched by the Government of Madhya
Pradesh, this scheme aims to provide financial assistance to youth for self-employment. It
offers interest subsidies and loan facilities.

e One District One Product (ODOP) — Under this program, efforts are being made to
promote the unique product of each district, thereby providing local industries access to
national and global markets.
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e Startup Policy — A startup policy has been implemented in the state to encourage
innovation-based enterprises. It provides training, mentorship, financial assistance, and
incubation facilities.

3. Statement of the Problem
The Micro, Small, and Medium Enterprises (MSME) sector is considered the backbone of
growth in India's economy. In addition to making a significant contribution to the country's
Gross Domestic Product (GDP), this sector plays a vital role in employment generation, export
promotion, innovation, and balanced regional development. While small enterprises are
continuously expanding in Madhya Pradesh, industrial development across the state's various
regions has been uneven. Cities such as Indore, Bhopal, Jabalpur, and Gwalior are industrially
developed, whereas many tribal and backward districts remain relatively underdeveloped in
terms of entrepreneurship.

Small enterprises in the state face challenges such as a lack of capital, technological

backwardness, a shortage of skilled labor, limited marketing infrastructure, difficulties in

obtaining quality certification, and limited adoption of digital technologies. Due to these
challenges, many enterprises are unable to grow to their full potential.

On the other hand, both the state and central governments are actively promoting

entrepreneurship through initiatives such as the Prime Minister's Employment Generation

Programme (PMEGP), Pradhan Mantri MUDRA Yojana (PMMY), Chief Minister's Udyam

Kranti Yojana, the Startup Policy, the Atmanirbhar Bharat Abhiyan, One District One Product

(ODOP), and various skill development programs. It is essential to evaluate the actual impact of

these schemes.

Therefore, this study seeks to determine the extent to which small enterprises in Madhya Pradesh

are contributing to employment generation and regional development, as well as to identify the

key opportunities and challenges associated with their growth.

4. Need and Significance of the Study

Currently, India is one of the world's rapidly growing economies. The development of

entrepreneurship is considered crucial for accelerating economic growth and mitigating the

problem of unemployment. A large segment of Madhya Pradesh's population resides in rural
areas, where income sources are limited due to an overwhelming reliance on agriculture. In such

a scenario, small-scale enterprises offer alternative employment opportunities.

The need for this study arises from the following reasons:

1. To evaluate the actual contribution of small-scale enterprises to employment generation in
Madhya Pradesh.

2. To study the role of small-scale enterprises in reducing regional disparities.
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To analyze the effectiveness of government schemes.

To assess the potential for entrepreneurship development in rural and tribal areas.
To study the factors promoting women and youth entrepreneurship.

To offer practical suggestions for policymakers.

To provide foundational literature for future researchers.

Thus this study is highly significant not only from an academic perspective but also in terms of
policy formulation, industrial development, and socio-economic planning.

5. Objectives of the Study

The primary objectives of this research paper are as follows:

1. To study the current status of small-scale enterprises in Madhya Pradesh.

2. To analyze the contribution made by small-scale enterprises towards employment generation.
6. Research Hypotheses

Hoi: Small-scale enterprises in Madhya Pradesh have no significant impact on employment
generation.

H.i: Small-scale enterprises in Madhya Pradesh have a significant positive impact on
employment generation.

7. Research Methodology

The present study is based on a descriptive and analytical research methodology. The objective
of the study is to analyze the current status of small-scale enterprises in Madhya Pradesh and
their role in employment generation and regional development. This research utilizes secondary
data compiled from the Ministry of Micro, Small and Medium Enterprises (Government of India.
The entire state of Madhya Pradesh has been selected as the study area. A comparative analysis
has been conducted on data regarding registered MSME units and the employment generated by
them during the period from 2021-22 to 2025-26. The collected data is presented using tables
and percentage growth figures, and the relationship between small-scale enterprises and
employment generation has been examined using the Pearson Correlation Test. The study's
findings are interpreted based on descriptive analysis. As the study relies entirely on secondary
data, periodic updates or minor discrepancies in data across various sources are acknowledged as
a limitation.

8. Results and Interpretation

Table 1

Status of Registered Micro, Small, and Medium Enterprises (MSMEs) and Employment in
Madhya Pradesh

S.No. | Year Registered MSMEs (in lakhs) Employment (in lakhs)
1 2021-22 | 2.46 14.08

No ok~
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2 2022-23 | 3.54 18.33
3 2023-24 | 4.57 22.77
4 2024-25 | 5.79 29.61
) 202526 | 6.85 40.50

Source: Compiled based on data from the Department of Micro, Small and Medium Enterprises
(MSME), Government of Madhya Pradesh, and available statistical figures.

Madhya Pradesh is a state rich in natural resources, agriculture, minerals, forest wealth, and
human resources. The Micro, Small, and Medium Enterprises (MSME) sector has emerged as a
key pillar of industrial development in the state. There has been continuous expansion of small
enterprises across sectors such as agro-based industries, food processing, textile manufacturing,
pharmaceuticals, engineering products, handicrafts, forest-based industries, and services. The
MSME sector has witnessed significant growth over the past few years, driven by state
government initiatives aimed at simplifying the process of setting up industries, facilitating
online registration, and providing investment incentives, financial assistance, skill development,
and entrepreneurship promotion.

Table 1 above shows that in the year 2021-22, there were 2.46 lakh registered MSME units in
Madhya Pradesh, providing employment to approximately 14.08 lakh people. In 2022-23, the
number of registered units rose to 3.54 lakh, and employment reached 18.33 lakh. This growth
indicates an accelerated pace of enterprise establishment and an expansion of employment
opportunities within the state.

In 2023-24, the number of registered MSMEs increased to 4.57 lakh, while employment
generated by them reached 22.77 lakh. This trend demonstrates that small enterprises in the state
are continuously strengthening, not only in terms of numbers but also regarding their capacity for
job creation.

In 2024-25, the number of registered units reached 5.79 lakh, and employment rose to 29.61
lakh. During this period, initiatives such as industrial investment, digital registration, Pradhan
Mantri Mudra Yojana, Pradhan Mantri Employment Generation Programme, Chief Minister's
Udyam Kranti Yojana, and startup promotion schemes played a pivotal role in the establishment
of new enterprises. According to available data for the year 2025-26, the number of registered
MSMEs reached 6.85 lakh, with employment generation through them touching 40.50 lakh. This
reflects a significant increase compared to the preceding five years. It is evident that the MSME
sector in Madhya Pradesh has emerged as the most dynamic sector for job creation, and its role
in the state's economic and regional development is continuously strengthening.

Thus, it is clear that the MSME sector in Madhya Pradesh is not merely a foundation for
industrial production; rather, it is emerging as a powerful vehicle for employment generation,
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self-employment, balanced regional development, poverty alleviation, and the creation of a self-
reliant economy. With the effective implementation of industry-friendly policies, investment
incentives, skill development initiatives, and financial assistance schemes by the state
government, there is immense potential for further expansion of this sector in the coming years.
Table 2 Employment Generation by the MSME Sector in Madhya Pradesh (2021-22 to
2025-26)

S. Financial Employment (in | Annual Increase (in | Growth Percentage
No. | Year lakhs) lakhs) (%)

1 2021-22 14.08 — —

2 2022-23 18.33 4.25 30.18

3 2023-24 22.77 4.44 24.22

4 2024-25 29.61 6.84 30.04

5 2025-26 40.50 10.89 36.78

Source: Compiled based on data available from the Madhya Pradesh Micro, Small and Medium
Enterprises (MSME) Department.

The Micro, Small and Medium Enterprises (MSME) sector is a key pillar of employment
generation in the economies of both India and Madhya Pradesh. Compared to large-scale
industries, small enterprises utilize a larger workforce with relatively less capital, thereby
creating employment opportunities on a vast scale. This is why they are termed labor-intensive
industries. In an agrarian and developing state like Madhya Pradesh, small enterprises have
emerged as vital sources of self-employment and local employment in rural and semi-urban
areas.

A distinctive feature of small enterprises is that they expand production and services by
leveraging local resources, traditional skills, and the available workforce. These industries
provide employment and self-employment opportunities to youth, women, Scheduled Castes
(SC), Scheduled Tribes (ST), and economically weaker sections. Furthermore, they play a
significant role in preserving family-based industries, boosting income in rural areas, and curbing
migration to metropolitan cities.

Table 2 above clearly indicates a consistent rise in employment generated by the MSME sector
in Madhya Pradesh. In the year 2021-22, approximately 14.08 lakh people were employed; this
figure rose to 18.33 lakh in 2022-23, marking an increase of 4.25 lakh (30.18 percent) during
this period.

In 2023-24, the employment figure climbed to 22.77 lakh, an increase of 4.44 lakh (24.22
percent) over the previous year. This demonstrates that employment opportunities are steadily
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growing due to the establishment of new small enterprises and the expansion of existing units
within the state.

By 2024-25, employment reached 29.61 lakh. A significant increase of 6.84 lakh (30.04 percent)
in employment was recorded during this year. This growth can be attributed to the positive
impact of policies promoting industrial investment, the Pradhan Mantri Mudra Yojana, the
Pradhan Mantri Employment Generation Programme, the Chief Minister's Udyam Kranti
Yojana, and digital entrepreneurship.

In the year 2025-26, the MSME sector provided employment to 40.50 lakh people, marking the
highest level recorded during the study period. An increase of 10.89 lakh (36.78 percent) in
employment was observed compared to the year 2024-25. This indicates that the MSME sector
in Madhya Pradesh is expanding rapidly in terms of employment generation and has become a
vital pillar of the state's economy.

Thus, it can be concluded that the MSME sector in Madhya Pradesh has emerged as the most
effective vehicle for employment generation. If financial assistance, technological upgradation,
marketing support, innovation, and skill development are further strengthened, this sector will
play an even more significant role in achieving the state's goals of economic progress, inclusive
growth, and self-reliance in the future.

9. Role of Small Enterprises in Regional Development

In Madhya Pradesh, the Micro, Small, and Medium Enterprises (MSME) sector is not limited
merely to employment generation; it also serves as a crucial foundation for regional economic,
social, and industrial development. Between the years 2021-22 and 2025-26, the number of
registered MSME units rose from 2.46 lakh to 6.85 lakh, while employment figures increased
from 14.08 lakh to 40.50 lakh. This growth clearly demonstrates that the expansion of small
enterprises in the state has imparted fresh momentum to regional development. The
establishment of industries at the local level has led to the decentralization of economic activities
and created new opportunities for development in rural and semi-urban areas.

Table 3

Impact of Small Enterprises on Regional Development in Madhya Pradesh

S.No. | Dimension of Regional | Impact of Small-Scale Enterprises
Development
1 Increase in Income Growth in local employment led to an increase in household
income and purchasing power.
2 Rural Industrialization The establishment of new industries in rural and semi-urban
areas strengthened the local economy.
3 Reduction in Migration | Availability of local employment reduced migration towards
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major cities.
4 Infrastructure Industries led to the expansion of road, electricity, banking,
Development communication, and transport facilities.
5 Utilization of Local | Local-level processing and value addition of agricultural
Resources produce, forest resources, and minerals took place.
6 Social Development Increased employment and income led to improvements in
education, health, women's empowerment, and the standard
of living.

Source: Based on available data regarding MSMEs in Madhya Pradesh and analysis conducted
by the researcher.

(1) Increase in Income

According to available data, the MSME sector provided employment to 14.08 lakh people in the
year 2021-22; this figure rose to 40.50 lakh by 2025-26. This significant growth in employment
boosted the incomes of lakhs of families, leading to positive changes in their purchasing power,
savings capacity, and standard of living. Commercial activities in local markets increased, and
there was an expansion in both consumption and investment.

(2) Rural Industrialization

The number of registered MSME units in Madhya Pradesh rose from 2.46 lakh to 6.85 lakh over
a period of five years. This growth indicates that industrial activities have developed rapidly in
the state's rural and semi-urban areas as well. The establishment of agro-based industries, food
processing units, handicrafts, dairy ventures, forest produce processing units, and micro-
manufacturing units has given a new direction to the rural economy and increased local
employment opportunities.

(3) Reduction in Migration

When employment and self-employment opportunities are available in rural areas, people's
dependence on large cities decreases. Due to the expansion of the MSME sector, local youth
have begun finding employment within their own districts or in nearby areas. This has led to a
reduction in economic migration towards metropolitan cities and improved the social and
economic stability of families.

(4) Infrastructure Development

Alongside the growth of small enterprises, infrastructural facilities in industrial areas have also
expanded. The establishment of industries has fostered the development of amenities such as
roads, electricity supply, drinking water, banking services, digital payment systems, internet
connectivity, warehousing, transportation, and logistics. This has yielded direct benefits for the
local community in addition to the industries themselves.
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(5) Utilization of Local Resources

Madhya Pradesh is a state rich in agricultural, forest, and mineral resources. The MSME sector
has played a pivotal role in the local utilization and value addition of these resources. The
processing of soybeans, wheat, pulses, spices, fruits, and vegetables; bamboo and wood-based
industries; the processing of medicinal and aromatic plants; and mineral-based small-scale
industries are examples of the optimal utilization of local resources. This has enhanced both the
competitiveness and the market value of local products.

(6) Social Development

The rise in employment and income has also had a positive impact on social development.
Economic stability has increased the capacity of families to spend on education and healthcare.
Women's entrepreneurship has been encouraged, the activities of self-help groups have
expanded, and the economic empowerment of Scheduled Caste and Scheduled Tribe
communities has been strengthened. Consequently, there has been a notable improvement in the
standard of living, increased social participation, and significant progress towards inclusive
development.

10. Hypothesis Testing

Ho:: Small enterprises in Madhya Pradesh have no significant impact on employment generation.
Hii: Small enterprises in Madhya Pradesh have a significant positive impact on employment
generation.

The Pearson Correlation Test has been used to test this hypothesis because we have two
continuous variables available:

e Independent variable (X): Registered MSMEs (in lakhs)

e Dependent variable (Y): Employment (in lakhs)

Table 4
Summary of Hypothesis Testing
Test Value
Sample size (n) 5
Pearson Correlation (r) 0.979
t-value 8.336
Degrees of freedom (df) 3
p-value 0.0036
Hypothesis Test Test P- Decision
Value value
Ho:i: Small enterprises in Madhya Pradesh | Pearson r = 0.979, | 0.0036 | Ho: reject
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have no significant impact on employment | Correlation t=8.336
generation.

H.: Small enterprises in Madhya Pradesh | Pearson r=0.979 |0.0036 | Hu
have a significant positive impact on | Correlation accept
employment generation.

Since

. r =0.979 (close to +1)

. p = 0.0036 < 0.05

the result is statistically significant at the 5% significance level.

Therefore,

The null hypothesis (Ho:) is rejected, and the alternative hypothesis (H1:) is accepted.

The results clearly indicate a very high positive correlation (r = 0.979) between the number of
registered MSMEs and employment generation in Madhya Pradesh. This implies that as the
number of small enterprises in the state increased, there was a significant rise in employment
opportunities as well.

During the study period (2021-22 to 2025-26), the number of registered MSME units rose from
2.46 lakh to 6.85 lakh, and employment increased from 14.08 lakh to 40.50 lakh. The p-value of
0.0036 obtained from the correlation test indicates that this relationship is not merely due to
chance but is statistically significant.

Thus, it is concluded that the expansion of small enterprises in Madhya Pradesh has had a
significant and positive impact on employment generation.

11. Conclusion

Based on the research paper titled "Role of Small-Scale Entrepreneurs in Employment
Generation and Regional Development in Madhya Pradesh: A Study,” it is evident that the
Micro, Small, and Medium Enterprises (MSME) sector has emerged as a robust and dynamic
pillar of the state's economy. This sector not only accelerates industrial production and economic
activities but also contributes significantly to large-scale employment generation, the promotion
of self-employment, income growth, and balanced regional development.

According to the data available for the study period (2021-22 to 2025-26), the number of
registered MSME units in Madhya Pradesh rose from 2.46 lakh to 6.85 lakh, while the
employment generated through them increased from 14.08 lakh to 40.50 lakh. This growth
demonstrates that the expansion of small-scale enterprises in the state has been accompanied by a
continuous rise in employment opportunities. The results of the hypothesis test (Pearson
Correlation Test}—showing r = 0.979 and p-value = 0.0036—indicate a very strong and
statistically significant positive correlation between the development of small-scale enterprises
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and employment generation. Consequently, the null hypothesis was rejected, and the alternative
hypothesis was accepted.

The study further reveals that the impact of small-scale enterprises extends beyond mere
employment generation. They have accelerated industrialization in rural and semi-urban areas,
facilitated better utilization of local resources, enhanced value addition for agricultural and forest
products, and created new self-employment opportunities for women, youth, and Scheduled
Caste (SC) and Scheduled Tribe (ST) communities. These developments have led to positive
outcomes such as reduced regional disparities, controlled migration, and a strengthened local
economy.

The study also found that schemes such as the Pradhan Mantri Mudra Yojana, Pradhan Mantri
Employment Generation Programme (PMEGP), Chief Minister's Udyam Kranti Yojana, and
other industrial incentive schemes have played a pivotal role in promoting the establishment of
enterprises. Despite this, challenges such as limited financial resources, a lack of modern
technology, marketing difficulties, a shortage of quality training, and global competition
continue to confront small enterprises.

Thus, it can be concluded that if the state government, financial institutions, the Industries
Department, educational institutions, and the private sector make concerted efforts to effectively
provide entrepreneurs with finance, technology, skills, marketing support, and digital facilities,
the MSME sector can play an even more significant role in employment generation, balanced
regional development, and the creation of a self-reliant economy in Madhya Pradesh. Therefore,
small enterprises should be viewed not merely as industrial units, but as key agents of social and
economic transformation.
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