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PREFACE

ITF has organized seven deliberations so far on vital subjects like Land and Water, Agriculture and
Allied Sectors, Food Processing and Nutrition, Healthy India, India’s Higher Education, Energy
Security and Climate Change & Environment. During the last two and a half years of its
deliberations on India centric, a number of pilotable projects have been identified that meet 5S
framework namely, Simple, Smart, Sensible, Sustainable and Scalable/Spreadable. Today we are
meeting to discuss on the important topic of “Relevance of MSME in Development of India”.

Micro, Small and Medium Enterprises (MSME) form the backbone of all the countries in the world.
Though the definition varies from country to country, it is found that in all the developed nations
over 95% of the enterprises fall within the domain of MSME. In Germany, the contribution of MSME
(by their definition) towards the GDP of the country is more than 50% and employment is
substantially more in terms of percentage. InIndia MSME are over 60 million in numbers, employ
over 110 million people and contribute nearly 40% to manufacturing and service GDP of the
country.

Looking to the importance of MSME sector, Government of India enacted the Micro, Small and
Medium Enterprises Development Act 2006 for facilitating and promoting development of the
sector in a holistic manner and also enhancing its competitiveness. Dr. Shailendra Narain, the then
CMD of Small Industries Development Bank of India (SIDBI) was one of the key persons responsible
fordrafting the Act that enabled creation of separate ministry for MSMEs.

The ministry faces many challenges in the coordination and regulation of the sector because of very
wide variations in the size, capability, capacity, resources, outlook and culture of the three
constituents viz. Micro, Smalland Medium. Micro enterprises and to some extent small enterprises
have to face complex problems in domains of raw material availability, technology, credit,
financing, research, innovation, skill development, training, legal framework, labor laws etc.

The present government recognized the acute problem of securing finance without collateral by
micro enterprises and has come up with MUDRA (Micro Units Development Refinance Agency) to
provide easy collateral free finance to entrepreneurs, who fall under micro category. Support to
large numbers of micro enterprises through MUDRA has proved to be a blessing to many and is
indeed alaudable step for the progress of such enterprises.

In order to understand MSME sector in perspective, the government formed one member
committee of Dr. Prabhat Kumar, Retired Cabinet Secretary, Govt. of India for coming up with a
National MSME policy. It is gratifying that most of the recommendations of the committee have
been accepted and several schemes are under pipeline to accelerate growth of MSME. Though
implementation may take its own time, it is essential that we identify several challenges and
bottlenecks that need to be understood and removed to accelerate growth of MSME, which is vital
from the angle of job creation and enhancing competitiveness of the country.

Narendra K. Bansal. S.B Dangayach.
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Chapter 1: Perspectives on MSME in India: Challenges and Opportunities.

Shailendra Narain.
1. Introduction:

The Micro, Small and Medium Enterprises are the backbone of Indian economy and | would like to
discuss the three words, namely Micro, Small and Medium in the Indian perspective and what is their
role today and what should their role be in future. Though the contribution of micro is considerably
large, there are problemsin coordinating the policies and activities of micro enterprises along with the
medium and small enterprises. With respect to planning, strategy, financing or implementation,
there are difficulties in the micro sector. So my first suggestion will be to delink micro-enterprises from
the smalland medium ones with respect to policies, schemes and financing etc.

2. Indian Agriculture Economics & Employment.

With reference to financing, the micro enterprises should be dealt by a person, who has lion’s heart,
an eagle’s eye and a ladies hand. Provision of small loans to the micro enterprises requires a lion’s
heart. It may not be interpreted that we may not bother about the loan recoveries in the micro sector.
In fact, the recovery of loans in the case of micro enterprises is good. Loan defaults by these are less
than 10% in contrast to defaults in the small and medium enterprises. The reason for good recovery of
loansinthe micro sectoris due to the system created by people inthe villages. Sarpanch, for example,
in a village organized the repayment in a function that was attended by the owners of these
enterprises and the concerned bank officials. This was followed by celebrations.

The next point, in my opinion, is to have an eagle eye, namely, good surveillance. Unfortunately today,
the surveillance about recovery is extremely weak, partly due to staff shortages and partly due to
other variety of reasons. Follow up needs a very careful handling with respect to micro enterprises.
The smalland medium enterprises, on the other hand, need a different kind of treatment.

3. Gouvt. Policy and Schemes.

My first suggestion to the government will be to separately handle micro enterprises from the small
and medium ones. The agenda of any government has to be development and increase in
employment. After, the present government took charge; manufacturing and the exports have
improved. The present contribution of the SMEs is 40%; the contribution of the un-organized sector is
61%. What should be done to furtherimprove the same?

Government of India has launched several schemes for improving the financial health and output of
the MSMEs. With respect to the number, India is ahead of other countries in the world. The credit
goes to the intellectuals serving in the public departments and ministries. With respect the
implementation, however, the deliveryis poor. Inreferencetothe SMEs, the world looks at India. Our
manufacturing sector, however, remains weak. Accordingly to a report of the Entrepreneur
Development Institute of India (EDII), the contribution of the wholesale and retail sector is higher in
the MSMEs, rather than the bigger manufacturing one. The question is, whether we should adhere to
wholesale and retail or should we diversify to innovation and manufacturing leading to asset creation

Inthe 2017 report of global competitiveness, India has a good position in the market driven economy.
Inthe category of Ease of Doing Business, also our standing isimproving (we are half way at 100).
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4. NeedforImprovement.

Our regulatory side is very good. The productivity, however, needs lot of improvement. We need to
be competitive, vis-a-vis, other countries in the world. According to the recent reports, the
competitivenessisimproving, but not fast enough to have an edge over the others.

The basic question here arises about the further steps, the government should undertake. The role of
the government is to create policies facilitate business and facilitate market mechanism. Utilities and
services are not the job of the government. The financing and recovery need to be handled by the
private sector. This, however, requires complete change of mindset. This change, in the thought
process is required to be done from the demand as well as the supply side.

In our country, business development services are completely missing. Handholding, financial and
technical guidance to the micro enterprises is necessary. Business advisory services should be a part
of the banking system. For approvals, a one stop shop is necessary. Marketing has become very
competitive. Ashortdelayindecision making can cause considerable losses. Trade finance funds and
theline of credit should be established all over the banking system.
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Chapter2: Cluster Development for MSME

P.Kanagasabapathi

Clusters and associated networks enable small enterprises to combine the advantages of running a
small unit with the benefits of scale and specialization of large units. The networking approach has
helped the MSME to overcome barrier such as technological obsolescence, supply chain in
competence, global competition and investment shortage.

(India Brand Equity Foundation).

The 73rd amendment of 1992 added a new part IX to the constitution titled “The Panchayats”
covering provisions from Article 243 to 243(0); and a new Eleventh Schedule covering 29 subjects
within the functions of the Panchayats. Thisamendmentimplements the article 40 of the DPSP, which
says that “State shall take steps to organize village Panchayats and endow them with a three tiered
system for local self rule, institute a commission to oversee elections in each state and empowering
de-enfranchised citizens. This amendment, thus, enabled people to create legal entities and to
create and run a business for mutual benefits.

Creation of clusters got legalized as a result of this amendment. Clusters have played an important
role in the success of the MSMEs. Third all India census of small scale industries 2003 has estimated a
contribution of 30% by the SME’s to India’s GDP. The census estimated the number of clusters as
2042, out of which there were 1223 registered clusters in 26 states and 869 unregistered clustersin 25
states and union territories. As perthe recent estimates of the Cll there are 600+ clusters in the SMEs
and 6000+ clusters in the artisan enterprises of India like cottages industries etc. Total number of units
inthese clustersis estimated to be about 1.6 millions.

The mainreasons to create clusters are efficient utilization of manpower, material and resources. The
clusters vary in size from small to very big. There is a very small village in Tamil Nadu, which supplies
Mangal Sutra’s thread to 6 states and running an excellent business. Such clusters are not even
documented.

There are many examples in the country, where clusters were developed as an initiative of a couple of
individuals only. Failure in the agriculture in the 1950’s and 1960’s forced people to look for
alternatives. Two folks from Tamil Nadu worked at Vimco in Calcutta, a match box making factory.
They learnt the formula and art of making the matches. Afteracouple of years, these people returned
home and started to make matches, match boxes and to market the same. Soon, the enterprise
flourished and it became a reasonably sized enterprise employing several hundred people. Thereisa
similar story about the bore well rig. Due to water shortage in agriculture a group of farmers got a
bore-well rig to drill a bore-well. Soon they decided to procure these bore-well rigs themselves and
started a good business of digging bore-wells all over the country.

Entrepreneur skills of the people of Gujarat are well known. Many Gujaratis dealing in the business
of Gems and Jewels, went to Belgium, learnt the craft and returned to India to establish flourishing
business. Hotelindustryinthe USAis dominated by the Guajaratis.

The creation of clusters in based upon social capital facilitating good will. Among the clusters
borrowing charges as well as the transaction costs are very low. Tiripur, a well known cluster of
knitwear textile is known for keeping the cost of the export lower in comparison to other countries.
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Clusters make things easier for sellers as well as for buyers. Most of the clusters are natural and self-
made.

There are several examples of successful diversification of original business to their firms. | had cited
an example of match making in Tamil Nadu earlier. The same people diversified to printing and slowly
became highly successful to provide employment to 5 lacs people. The place was coined with the
name MinilJapan.

In contrast to private sector clusters, the government induced clusters have failed. According to
UNIDO survey of India’s SSI 1996, covering 138 clusters, the thirteen governments induced clusters
have failed, while the rest privately developed clusters are doing well. Clusters are more society
dependent rather than state dependent.

With respect to financial mechanism, the clusters have found their own solutions. Examples are the
creation of chit fund or offerings to Mahamai duty, where the contributions were used for financing
the units belonging to the cluster for start up or for diversifying the product. Tamil Nadu Mercantile
Bankis an example of cluster initiatives to create such a financial entity.

Clusters are highly dynamic and diversify according to needs. There are several examples of
successful enterprises in these clusters like Tirupur, Rajkot, Ludhiana and Coimbatore, involved in
earning foreign exchange through exports. We need to encourage and nurture clusters for successful
operation of the MSME’s particularly the micro ones.
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Chapter 3: MSME : Branding and Growth

Piyush Kumar Sinha

The experience shows that people normally remember the names of only a few brand names in the
industry. The branding comes from the collective experience of consumers over a long time. The
brand names Google, Face book etc are known because of free services that these corporate provide
to a huge number of customers, who use their services. A brand name is created by the performance
and the reliability of hardware or services. The owner of a corporate or an industry needs to be
responsible tothe customer. Brandsare built upon reliability and responsiveness.

A myth that is normally prevalent amongst corporate owners is that increasing the size of a unit
increases profitability. There are three growth options, that | will like to deliberate upon.

Growth option-1.

Growth Option -1 - .- -

Strategy — Achieve Plan— Build
Economies of Scale Capacity

Fig. 1 : Growth Option 1

The first strategy that strikes an owner for increasing the growth is the economies of scale.
Profitability requires a critical size as shown empirically in Fig. 2. One needs to plan carefully and build
the capacity. Problems of small businesses are different from the problems of large businesses.

Fig. 2 : Profitability vs Size Relationship
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In small businesses, the resource utilization (including that of manpower) has to be very efficient. In
small size units, the investments are low and the revenues adequate. If we disproportionablyincrease
the unit’s size, the investments will be more and the revenues not sufficient. The growth option-1,
suggests that grow in the same market with the same set of customers.

Growth option-2.

The second option for growing a business is to achieve economies of scope (Fig.3).

Growth Option - 2

:

Strategy — Achieve .
Economies of Scope Plan — B'_Ulld
from the same Capacity

Customer or Market

Fig. 3: Growth Option 2

Increase the scope of your product with the same customer and the same market. The exampleisan
inverter. The industry diversified to include AC Inverter, Solar inverter etc of course, one needs good
planning and building capacities.

Growth option-3.

The strategy in the third growth option is to replicate. Create team, processes and systems for
replicating. In any organization, there are many challenges that an owner faces. The most difficult
and strategic part is to form a team, followed by control mechanisms, systems and processes. One
needs to be competitive in the market, and build the brand name to become someone different. One
needs to take a road of creating value, adopting new technology, using digital strategy, developing to
next level collaborating and building new networks in the domestic as well as international markets.
None of these parametersis dependent on the size of the enterprise.

One needs to take a road of creating value, adoption of new technology, use digital strategy, develop
to next level, collaborate and build net works in the domestic as well as International market. None of
these parameters are dependent on the size of the enterprise.
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Chapter 4: Taxation, Legal and Regulatory Ecosystem for MSME in India.

Anil Sharma.
1. Legal Framework for MSMEs.

Government of India enacted the Micro, Small, and Medium Enterprises Development Act 2006, with
the objectives of facilitating the development of MSMEs and enhancing their competitiveness. The
act provided the first ever legal framework for recognition of the concept of ‘enterprise’ which
comprises of both manufacturing and the service entities, integrated into three tires, namely, micro,
smalland medium. The definition of manufacturing sector is based upon the investment in plant and
machinery and for service sector based on the investment in equipment, According to the act, the
primary responsibility of promotion and development of MSMEs is that of the state governments. The
central government supplements the state efforts through various initiatives.

2. Definition of MSMEs.

The categorization of the MSMEs in the manufacturing and the service sectors are as follows:

3. Registration Process of MSMEs.

The registration process for the MSMEs has been made very simple. There is only one page
registration form called ‘Udyog Aadhar Memorandum (UAM)’. The form needs to be filled online at
http://udyogaadhaar.gov.in, which generates instant Udyog Aadhar Number (UAM). The information
is usually sought on self certification basis and no supporting documents are required at the time of
online filing of UAM. Though MSME registration is not statutory, the registration facilitates of availing
several benefits under the act and to take advantage of various schemes of the central government
andtoalso have easy access to finances. The registration is highly recommended.
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4. PresentStatus of MSMEs.

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

5. Employmentin MSMEs

6. Growth of MSMEs & Contribution to Country’s Economy.
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7. Benefits available to MSMEs.

There are several benefits that have been provided to the MSMEs in the 2006 Act. Under the MSME
Act, delayed payment to MSME will be with the accrued interest, and reservation is provided in the
public procurement. Lending of finances will be on priority basis and a framework has been provided
for revival and rehabilitation of the MSMEs. The several benefits have been provided under the
income tax laws as well as under the indirect tax laws. There are several schemes run by the ministry of
MSME aiming at to permit them play an efficient and capable role in the country’s economy. Along
with this there are additional schemes and benefits offered y the state governments. The central
government offered benefits in the budget for tax obligation to be 25% instead of 30% and levying of
MAT (Minimum Alternate Tax) to be carried to 15 years instead of 10 years previously.

8. MSME Samadhaan—Delayed Paymentsto MSMEs.

Section 5-24 of the MSMED Act 2006 provides several benefits like liability of buyer to make payment,
payable interest on delayed payments and the recovering of due amount. For any dispute, reference
may be made to the Micro and Small Enterprises Facilitation Council. All 33 state governments have
already established there facilitation councils under the chairmanship of the respective Director of
Industries and notified the rules. The cases are being settled within 90 days as stipulated in the Act. A
MSME Samadhan portal has been created for filing application online by the supplier MSE units.

9. MSME-SAMBHANDH : Public Procurement Monitoring

Ministry of MSME has notified a Public Procurement Policy, which mandates 20% procurement for
MSEs including 4% from enterprises owned by SC/ST by the central ministries and CPSEs. By 8th
February 2018, 108 CPSEs uploaded their annual procurement target to the tune of 85619 crores for
procurement from the MSMEs. For an effective implementation of the policy a portal named MSME
SAMBHANDH was launched on 08.12.2017.

The government has also launched a framework for revival and rehabilitation of MSME with the
objective of providing legal opportunity for revival of an enterprise facing bankruptcy/insolvency. All
banks have been directed to constitute one or more committees for distressed MSMEs. These
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committees will explore options to resolve stress in the account and during the Corrective Action Plan
period, the enterprise shall be allowed to avail both secured and unsecured credits for its business
operation. These cases shall be referred to Enterprise Debt Restructuring (ERD) cell to assess the
techno-economic viability of the enterprise and if found viable, to finalize the restructuring package.
The exposure of the MSMEs in commercial lending is given below.

10. MSMEs - Portfolio and NDA Trends.

The government wants to ensure relatively stable asset quality, with limited downside. Non-
performing assets (NPA) rate have remained range bound between 9.2% (December 2016) to 8.8%
(December 2017) for micro and 11.3% (December 2016) to 11.2% (December 2017) for SME
segment. In comparison, for the large corporate segment, NPA rates increased from 14.7%
(December 2016) to 16.9% (December 2017). As such MSME sector, exhibited high credit growth and
relatively lower cyclical deteriorationin asset quality.

Normally, the public sector banks have been dominant lender to the MSME sector. However, now
private banks are attracted towards MSME segment. The market share of private banks has grown
from 25.4% to 28.5% and for NBFCs, it has grown from 7.9% to 10.4% during the period December
2015to December2017.

11. MUDRA and Micro Enterprises: Funding the unfunded.

The government established Micro-Units Development and Refinance Agency Ltd (MUDRA) is
engaged in extending financial assistances to micro-enterprises. MUDRA supports inclusive fiancé
through refinance to primary lending institutions, financing income generating micro-enterprises.
MUDRA can provide loan up to Rs.10 lacs under Pradhan Mantri Mudra Yojna (PMMY) and overdraft
amount of Rs 5000 sanctioned under Pradhan Mantri Jan Dhan Yojna (PMJDY). As on 31.03.2017,
MUDRA partnered with 13 PSBs, 18 private sector banks, 31 RRBs, 13 State/Urban Co-operative banks
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and 73 MFls and 31 NBFCs. During 2016-17, MUDRA refinanced an amount of Rs.3525.94 crores as
comparedtoRs.8783.20croresin 2015-16.

SIDBF has created a Credit Guarantee Trust Fund for micro and small enterprises (CGTMSME) with the
central government. In this fund, loan without collateral is covered for an amount of Rs. 1 crore upto
75% under the scheme.

12. Demonetization and GST Impact on MSME Lending.

Utilization levels of working capital lines by MSMEs are closely associated with the level of economic
activities reflected in production, trade and revenue etc. Credit exposure of smaller micro-enterprise
segment had fallen during period up to December 2017 compared to medium SME segment. By
March 2018, the credit exposure recovered and exceeded the pre-demonetization level in most
segments of MSMEs other than those with credit exposure below Rs.50 lakhs. Post introduction of
GST in quarter 2, 2017 again lowered credit exposure for most MSMEs segments. Currently other
than smallest MSMEs, the larger MSMEs have recovered.

Certain relief measures have been provided for MSME borrowers registered under GST 2018 vide RBI
circular 129 dated 7th February 2018. MSME shall continue to be classified as standard assets in the
books of banks and NBFCs, if the following conditions are met:

e Aggregate exposure fund based as well as non-fund based does not exceed Rs.25 crores as on
January31,2018.

e Theborrower’saccount was standard ason August 31,2017.

e Overdue amount after September 1, 2017 and January 31, 2018 are paid not later than 180
days from their respective original due date.

e Provision of 5% in respect of the borrower’s amount in the books of the banks / NBFCs.
13. Conclusions

In order to revitalize and strengthen the economy of the MSMEs, the Government of India has
launched several schemes such as

o Financial assistance

o Creditguarantee

o Technology assistance and up gradation

o Infrastructure Development.

o Skilldevelopmentandtraining

o Marketassistance

o Development of specialized industrial estates.
o Powertariff subsides

o Capitalinvestmentsubsidies.

o Taxsubsidies
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With respect to direct taxes, the MSMEs have been exempted from maintenance of books of accounts
and the computation of income is on estimation basis. Thisis subject to following conditions:

€ Section 44AD - eligible assessee are resident individuals, HUF or partnership firms (Not LLPs)
carryinginretail trading, wholesale trading or civil construction.

€ Section 44ADA - eligible assessee are resident engaged in profession of legal, medical,
engineering architectural, accountancy or technical constancy, interior decorator, exempt
from maintenance of books of accounts.

€ Section44AE—eligible assessee engaged in business of plying, leasing or hiring trucks.

Also flat rate of tax at 25% is fixed for any domestic company; whose turnover or gross receipts during
the financial year does not exceed Rs.250 crores. For GST also, for turnover not exceeding Rs.1 crore,
a flat rate is fixed for tax payment. Units with a turnover up to Rs.1.5 crore can file their returns on
quarterly basis.
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Chapter5: New Enterprise Creation: Relevance of Experience

Shailesh Modi
1. Introduction.

I will like to start my presentation with a remark that this is more of exchange of ideas regarding new
paradigm for entrepreneurship that has the potential and must be tried in modern India. Popular
ideas for creation of a new enterprise are start up, student, innovation, angel investing etc. Also, there
is a normal belief that entrepreneurship is investment and business. | will like to focus my ideas on
two main points, namely:

A. Entrepreneurial potential.
B. Vehicles or methods for harnessing the potential.

These two issues are the building blocks for creation of new enterprises. The building blocks for
entrepreneurship creation are the desire, knowledge, experience and investible surplus. The
potential segments for tapping are:

» Prosperous farmers.
» Traders
» Well performing artisans
» Organized private sector executives.
» PSU executives
» Central / state government employees in railways, defense etc.
» Semi-employed professionals.
» Existing MSMEs
» Others like contractors, builders and social workers etc.
2. Potential and required triggers.
To get a sense of numbers and potential for creating new enterprises, | noted the following:

O 13.4 crores farm operation holdings; 58.8 lacs medium (4-10 ha) and 9.7 lacs are large with
farm holdings above 10ha.

O 1.4croresretailtraders; 5-6 lacs operate from 500 sq. ft. or larger space.

O 1.15croresemployeesinorganized private sector.

O 1.75crorescentral / state government /PSU employees—Railways 14 lacs, defence 13 lacs.
O Existing MSMEs.

The required impetus to the above constituencies needs deeper understanding and the agenda has to
be broad based. Some steps that may be taken by the government agencies are

O Motivation / guidance on business opportunities and establishment of enterprise.
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O Simplified andrealistic financing schemes, acceptability to bankers.

O Risk mitigation (low capex ) and time / inconvenience reduction (ready infrastructure). The
exampleis the ready shed programme of Gujaratin 1960s and 1980s.

There is a need to do fundamental research for creating innovative government schemes and
designing attractive credit schemes.

3. Vehicles to Tap Potential

The above mentioned categories of potential entrepreneurs are huge social capital, which needs to be
utilized actively and creatively. One needs to reach out to vehicles, which are not driven by target -
compulsion or grant / money incentives. One needs to strive out for promoting ownership of
entrepreneurship agenda by community organizations like:

e Farmerclubs

e Tradeandindustry bodies

e Artisanguilds

e Faithbased organizations

e Caste/community organizations

e Woman groups (include women wings of lions, rotary, trade bodies, defiance, kitty groups, hni
townships)

e Professional bodies

e HNI &recreation clubs.

The role of the identified vehicles should be:
e |dentify potential entrepreneurs

e Organize initial dialogue among potential entrepreneur’s knowledgeable resource persons,
bank officials, development assistance providers and others.

e Set up a group to encourage, guide and solve problems of those pursuing enterprise
establishmentandtrack progress.

e Claimrecognition forthe outcome and share experience.

e Givesmallmoneytothevehicles.

e Oneshould notoverdointermsof guidance and compliance.

e Givespace and freedomto these vehiclesto devise their own strategy and work plan
4. Issuesand Cultural Dimensions

There are certain issues that need to be considered for motivating new entrepreneurship. The
MSMEs being agenda, schemes may not fit all. The state government MSME policies follow the
policies of the central government. This similarity may be diversified. Local economy and local
governments are neither a part of local government agenda nor on the MSME radar. The issues like
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generous credit panacea and the half-heartedly worked bank schemes need serious discussions to
find appropriate solutions.

The cultural dimensions to the NEC context, Local communities / groups have strength and wok in
solidarity. Aspirations of these groups for upward mobility, mutual help, knowledge, financial
resources and many other strengths help to bring these out in the NEC context. One needs to
recapture the traditional concept of initial struggle in business that requires to be tackled with
patience, reward, continuity and obligation to stakeholders. To motivate people locally, one should
propagate indigenous business models (e.g Morbi, Chellia muslims) and ethos (e.g Rajkot). One
needs voluntary experts; a large pool of expert retirees are keen to help. Europe is using the model
andIndiacanalsodothe same. One needstoaimatamovementand don’t makeit justaprogramme.
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Chapter 6: MSME: Global Perspective and Future Outlook

Tulsi Das Tawari & D.Balasubramaiam.
1. Introduction.

The global economic climate is suitable to support the aspiration of young entrepreneurs. Being a
country of younger population, India stands to gain in an ageing global scenario. One needs a policy
framework that suits the entrepreneurs (MSME) treating them with business with distinct needs. “A
Boy is not a Small Man”. The micro, small and medium enterprises (MSME) can play a significant role
in achieving the aspirations of your India. The development of MSME entrepreneurs is imperative to
meet the need for financial inclusion and generation of significant levels of employment across urban,
semi-urban and rural areas. Unbound potential exists to nurture and develop new age
entrepreneurs, who dream of creating global competitive business from India. The success of
initiatives like Make in India, also lies largely on the MSMEs, which are the backbone of the existing
business. Thereis, however, a need to redefine MSME in all domains—agrarian to knowledge.

2. MSMEs Globally

Fig.1 gives the location of the MSME, providing the percentage of the employment generated by
MSMEs, percentage number of enterprises and percentage contribution of the MSMEs towards the
respective GDP.

Fig. 1: Contribution of MSMEs to the GDP of selected Economies

It is observed that the MSMEs have been the driver of global economic growth and social integration
and would continue to play a key role in future innovation driven economies. Many multinational
companies like McDonalds are a success in India due to the strength of MSME players from across the
country. Sesame seeds on the bun are produced at Ghaziabad, U.P. Buns are produced in Shah Bector
and Sons at Khopoli, Maharashtra and ceramic industries in Phillaur, Punjab. Green lettuce is
produced and stored at Trikaya Agriculture, Talegaon, Maharashtra. Cheese is produced at Dynamix
Dairy, Baramatiin Maharashtra.
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3. MSMERoleinIndigenous Innovation.

There are many examples of indigenous innovation for the MSME for a technology that is imported
but needs to be maintained in India. Many standard automobile components or innovation driven
needs are met successfully by the Indian MSMEs. An appropriate eco-system has been created in
India to facilitate the growth of the MSMEs. Government support programs and policies have been
multi pronged to address various operational and financial issues of the MSMEs.

These policiesinclude legal and regulatory as well as financial. MSMED act 2006, defines the legal and
regulatory framework, SARAFAESI 2002, periods for financial regulations to bolster supply of finance
and credit information companies (Regulation) Act 2005, streamlines the credit inflow MSME have
been included in purview of priority sector lending. Credit bureaus have been created to track the
history of enterprises. There is collateral registry for the immovable assets and credit rating agencies
publish credit ratings of the companies regularly. Besides, there are asset reconstruction companies
and small and medium (SME) stock exchange to facilitate primary and secondary transactions for the
SME securities.

4. MSME Definition Gaps.

The operational definition reflects the ground reality, that the policies and definition are highly
assumptive and hence lack coherence.

Fig. 2: Global Criteria for MSME Definition
5. FuturePrepositions

Policy makers should take note of the DNA of the MSMEs and those of Knowledge Driven enterprises
to formulate implementable and effective schemes. The decentralized entrepreneurship must create
full employment from rural to urban. Efforts should be made to nurture Micro towards small,
medium and large enterprise to create multiplier effect on GDP growth. In order to achieve
exponential-growth through orbital jump in economy, one should accelerate the growth of
knowledge entrepreneurs beyond business entrepreneurs.
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Based on the data from the European Union, the value added multiplier providing the impact of
transition from microtolargeis as follows.

From To Value-added
Multiplier
Micro Small 13.3
Micro Medium 79.6
Micro Large 951

( Annual report of European SMEs 2015/2016)

Knowledge entrepreneurs drive the orbital growth while business entrepreneurs would focus on
operational efficiencies and processes —the combined forces would result in global social-economic
development.

Fig. 3: Suggested Framework for the mSMEs

Aholistic policy is required to revive migration. This could be achieved by empowering entrepreneurs
across all levels—Agrarian, manufacturing & knowledge based services (Fig.4).

Fig.4: Decentralized Entrepreneurship
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6. Suggested Strategies.

MSME face several challenges in marketing, accounting and financial planning and quality
orientation. Product identification and market requirements are often driven by large corporate.
Technical inputs for product design and improvements are lacking. Jugaad is not innovation to
compete in the global market. There is little competence to test market products and services and
seek a feedback loop for improvement. A logistic support is required to ensure continuity of product
offering.

Our financial planning and working capital management are ad hoc leading to peril. Basic financial
literacy is lacking and it is limited to numerical skills. Business information is not systematically
utilized for business insights and strategizing. There is lack of customer need orientation for
improvements and readiness for competition, substitution. We need best practices across functions
toensure global acceptability.

There are serious marketingissues like:
& Mostsalesarelimited toimmediate periphery markets leading to low revenue growth.
& Constrained by local economic conditions.
& Lackofawareness,intentionand resources to reach outto larger markets for business growth.
¢

Lack of customerinformation flow.

Fig. 5: MSME Marketing Issues

The details of financingissues are given in Fig.6.
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Fig. 6: Financing Issues of the MSMEs

Thereis a need to distinguish between financial and management interest. One should build a strong
human capital strategy (Fig.7).

Fig. 7; Financial and Management Interest for Organizational Resource Building

Segregation of the knowledge Enterprise from the business enterprise will unlock a huge growth
potential.
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Fig. 8: Impact pf Ownership Transformation
7. Policy Interventions

Policy interventions are required to provide incentives on sector specific employment generation
India, improvements in energy consumption per unit, and waste management and resource
conservation. For ownership structures, there is a need to develop legal framework to accommodate
knowledge capital, taxation —policy for creation of knowledge equity and facilitation of knowledge
equity to financial equity. With respect to infrastructure related, one should co-share educational and
skill development entities for relevance in industry. R &D along with participation of the MSMEs
should be facilitated to create commercialization. One need to break several barriers as illustrated in
Fig.9

Fig. 9: Policy Interventions
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8. Actionbythe MSMEs.

Fig.10: Restructuring the MSMEs

Fig 11: Action by the Individual MSME

Fig 12: Collaborative Competition : MSME Group
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Chapter7: Relevance of MSME in Development of India

Shubhomoy Saha

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




]
“NY

Innovative
Thought
Forum

1* Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




e
*/ Innovative
Thought
Forum

List of Participants.
“Relevance of MSME in Development of India”
Seminar on 22nd March 2018, at India Habitat Centre, New Delhi.

Sr.No.

Name / Contact

Address

01

Mr. S.B. Dangayach
M-099988 22680
E-mail: dangayach@sintex.co.in

Abhijeet-1, 7th Floor,
Mithakhali Road, Ellisbridge,
Ahmedabad-380006.

02

Prof. N.K. Bansal
M-95605 04999
E-mail: nkbansal43@gmail.com

Ex-Vice Chancellor, SMVD University J&K,
Professor (Retd.)lIT Delhi, New Delhi.
Sintex Chair Professor, CEPT University
Navrangpura, Ahmedabad.

03

Dr. Nagesh Singh

M-+9199681 44351
E-mail: nagesh8588@gmail.com

Former Advisor, Ministry of Small Scale
Industries,

Delhi.No.8, EACFlats, 16-A, Rajpur Road,
New Delhi-110054.

04

Dr. Dewang Acharya
+91094276 14390
Dewang8@yahoo.co.in

Nandalaya Apartment, 4th Floor,
Punik Park Society,Punit Marg,
Maninagar, Ahmedabad.

05

Mr. Shailendra Narain
+919821017776
E-mail: snpn@vsnl.net

06

Mr. Kamal Sharma
+919810824414
E-mail:kamal_sharma50@yahoo.com

MM-Fostiima Business School,
Qutab Institutional Area,
New Delhi-110016.

07

Mr. Anil Sharma
+919811320203
E-mail: anil54@gmail.com

ASharma & Co.,
B/417-418, Somdutt Chambers-I,
5, Bhikaji Cama Place, New Delhi-110066.

08

Mr. Tulsi Tawari
4919820113641
tulsitawari@gmail.com

Chief Executive Officer,
Ultra-Tech Laboratories P.Ltd,
Himachal Bhavan, Chembur, Mumbai-400 089.

09

Prof. Arun Kumar
+919910237492 /9643713180
arunkumar1000@hotmail.com

17, National Media Center
Shankar Chowk
Gurgaon—122002 (Haryana)

10

Prof. Piyush Kumar Sinha
+919825070891

E-mail: pksinha@iimahd.emet.in /
piyushsinhaahd@gmail.com

Indian Institute of Management,
Vastrapur, Ahmedabad.

11

Mr. P Kanagasabapathi
+919842233102
E-mail: pkspathi@gmail.com

1 Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




e
*/ Innovative
Thought
Forum

Sr.No.

Name / Contact

Address

12

Mr. Shubhomoy Saha
+91 9998946618
E-mail: shubho.saha@ethoshr.net

Director & Principal Consultant
Ethos Consultant, 101 Ornet Arcade,
Near Siandr Jain Temple, Badaikdey,
Ahmedabad-380054.

13

Mr. Hitendra Joshi
+919824018765
E-mail: hitendrajoshi@outlook.com

Laghu Udyog Bharati’

307, Ashram Avenue, Ashram Road,
Behind Kochrab Ashram, Paldi,
Ahmedabad-380007

14

Mr. Shailesh Modi
+919824077085
E-mail: smodi@fvconsultnat.com

Fourth Vision,

TF3, Malak Complex, 4th Floor,

Near Old Gujarat High Court, Ashram Road,
Ahmedabad-380009.

15

Dr. George Mathew
+919810010585.
E-mail: gmathew@yahoo.co.in

Institute of Social Sciences,
8, Nelson Mandela Road,
New Delhi-110070.

16

Dr. Kamal Taori
E-mail: drkamaltaori@gmail.com

1 Floor, A-7, Safal Profitaire, Corporate Road, Near Prahladnagar Garden, Ahmedabad — 380 015.




