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FICCI MESSAGE



The Micro, Small and Medium  Enterprises (MSME) sector contributes  significant y in the economic an  socia  



e e o ment of the country  y fostering  entrepreneurship and generating  em oyment o ortunities  



The growth and development of MSME  sector  is  c ose y  inter o en  ith  our  quest for becoming a global economic 



o er   ne  of  the  major  cha enges  in  this regar  is easy an  affor a e access  to  finance  to  un eash  the  ast  gro th  otentia  of this sector   MSMEs ta  into  various sources for funds and banks  sti   form  the  argest  en ing  source   Access to affordable capital at the right  time throughout the growth stage of an 



Rajneesh Singhvi



MSME  is  essentia   an   is  sti   a  major  stum ing  oc



Manufacturing sector is the base of  re o ution  the  hase of ne  techno ogy  not on y ma es the  or  easier  ut a so  increases  em oyment  o ortunities  in  this  sector   he  emergence  of  ne   techno ogy   igita isation   ED  scheme   inno ati e  an ing an  energy efficient  production ensures a better future for  our manufacturing sector



he  re ort  ro i es  insight  of  financia   arrangements and government schemes  to boost the growth and development  of MSME sector an     o ho e that you 



ou  fin  this  u ication  uite usefu  



(6)
(7)
RESURGENT INDIA MESSAGE



The Micro, Small and Medium  Enterprises (MSME) sector contributes  significant y in the economic an  socia  



e e o ment of the country  y fostering  entrepreneurship and generating  em oyment o ortunities



The growth and development of MSME  sector is inter-connected with our aim  of  ecoming  a  g o a   economic  o er   Even being the backbone of the Indian  Economy  the  MSME  Sector  is  high y 



u nera e  hen it comes to  ayment    financia  mechanisms



he  i ui ity crunch in the recent times  has on y esca ate  the cha enges face  



y the MSME Sector  



ith a ha t in the Major f o  of   en ing  coming from NBFC earlier, Banks are now 



re uire   to  start  en ing  irect y  to  the  MSME’s and a relaxation in the criteria  for Credit ratings in this is need of the  our   he emergence of ne  techno ogy   digitalization, innovative banking and  financing o ortunities ha e  e  to ne  



ays of  usiness  



he  State  of  Rajasthan  has  a  iteracy  Rate:    ercent  an   the  MSME  sector place an important role in the  opportunities provide for the Ease of  Doing  usiness in the state  



We believe the FICCI’s 3rd MSME 

Summit     emerges  out  to  e  ey 

indicator for the MSME sector in the 

state and provides insight on boosting 

the Economic State of the Rajasthan  
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Rajasthan: The Colorful Land of India


Rajasthan  the  argest 
 (area-wise) state in India, is 
 located in the north-western 


art of the su continent   t 
 is surrounded on the north 
 an  north east  y  unja  


aryana an   ttar  ra esh  
 on the east and south-east 


y  ttar  ra esh an  Ma hya 
 ra esh an  on the south


est  y  ujarat



(12)he state has an agricu tura  economy  ith nine agro c imatic  ones an   arious ty es of 
 soi  that he   uring the cu ti ation of cro s   t is among the  argest minera ro ucing states 
 in  n ia   roun     arieties of minera s are a ai a e in 


the state and 57 minerals are produced on a commercial 
 sca e  in  the  state   t  a so  contri utes  significant y  to 
 production of dimensional and decorative stones, such 
 as mar e  san stone  an  granite etc   he state is one 
 of  the  ea ing  tourist  estinations  in  n ia   istoric 
 a aces   es ecia y  those  in  ai ur  an   ai ur   offer 
 o ortunities  to  e an   the  u ury  tourism  segment  
 with increasing number of tourists visiting wild life 
 sanctuaries an   esert  ocations


•  High economic growth and stable political 
 en ironment


SD   gre   at  a  R  in  Rs   of    er  cent 
 et een   an  


  Rajasthan has  een in esting in ca acity  ui ing through the  e e o ment of a strong 
 institutiona  net or  at a   e e s   he state has reno ne  higher e ucation institutions in 
 arious  isci ines   ro ucing thousan s of s i e  an   roficient young in i i ua s e ery 
   Rajasthan  offers  a  ariety  of  uneyear oite   agricu tura   an   minera   resources   hich  is 


in icati e of the sco e for  a ue a ition an  e orts



nfrastructure  er ie



Roadways


Quick Facts
 Capital:Jaipur


eogra hica   rea  s   m : 
 342,239


iteracy Rate: 66.1 per cent
 ota   o u ation  in mi ion : 
 68.6ey  n ustries: Cement, 
 tourism, IT and ITeS, 
 ceramics, handicrafts, 
 chemicals, textile, marble 
 and steel


Road Type Length (KM)


ationa  high ays


State  igh ays 15,437


Major District Roa s


ther District Roa s 31431


Village Roads



(13)
Industrial Infrastructure


ureau  of  n estment  romotion    an   Rajasthan  n ustria   De e o ment  an  
 n estment  or oration  R  are res onsi e for  romoting in estments an   e e o ing 
 in ustria  infrastructure in the state  


he  o ernment of Rajasthan is  romoting the  e e o ment of se era  SE s across the 
 state for sectors such as gems an  je e ery  han icrafts    e ectronics  automoti e
 auto com onents an  te ti es  


s of  u y   the state  as home to t o o erationa  SE s  four notifie  SE s  one SE  
 ith an in rinci e a ro a  an  fi e SE s  ith forma  a ro a s  


he  Rajasthan  n ustria   nfrastructure  or oration  R   has  een  assigne   the 
 res onsi i ity of setting u  in ustria  areas in the state   he organisation a so  ro i es 


oans for sma  me ium an   arge sca e  rojects  



Railways


s of March   Rajasthan has a tota  rai ay net or  s anning    m  of  hich 
   m  as co ere  un er  roa  gauge


  m un er meter gauge an     m un er narro  gauge
 s  er  u get   the state go ernment a ocate  an amount of
 S    mi ion for the  hase  of metro rai   roject in the state
 s of  ugust      m Metro Rai   roject is un er construction in


ai ur  ith the cost of Rs   crore  S    mi ion  e ecte  to  e com ete  in 
 March 


he  o ernment of Rajasthan has un erta en the  e e o ment of a Metro Rai   r an 
rans ort  roject in  ai ur



(14)
Rajasthan MSME Policy


Micro  Sma  an  Me ium Enter rises  MSMEs  cater to the  ita  nee s of the economy in 
 terms of their t o s ecific ro es  i e  as a su ort  ase for  arge in ustry an  as a stan a one 
 ro i er of goo s an  ser ices   n fact  they form the  ac one of the in ustria  sector in 
 terms of num ers an   ro i e the  argest share of em oyment after agricu ture  Rajasthan 
 is the  argest State in  n ia  Strategica y  ocate   et een the northern an   estern gro th 
 hu s in  n ia  it has   of the  an  fa ing  ithin the am it of the u coming De hi Mum ai 
 n ustria   orri or  DM  Rajasthan is a remar a y  eacefu  an   o itica y sta e State  
 offering a set of uni ue o ortunities for  rofita e in estment in many sectors


he State is en o e   ith a un ant  hysica  resources  rich minera   ea th  agro sur us  
or   reno ne   han icrafts  an   han oom  an   outstan ing  s i s   hese  ro i e  am e 
o ortunities  for  manufacturing   eneficiation   rocessing  acti ities  an   ser ices  in  the 
MSME sector   hich has  een the strength of the State   his sector  ays a crucia  ro e in 
the  rocess of economic  e e o ment  y  a ue a ition  em oyment generation  e uita e 
istri ution of income  remo a  of regiona   is arities  as  e  as through e ort earnings  
However, there remains a vast untapped potential which, through proper harnessing and 
nurturing  can  e trans ate  into huge gainfu  em oyment generation an  many fo  increase 



(15)in contri ution to the State’s  ross Domestic  ro uction


o  rea i e  the  ision   the  a roach  an   strategy  for  MSME  e e o ment  focuses  on  a 
 com ination of  oth fisca  an  non fisca  inter entions   hese  o icy initiati es are e ecte  
 to provide a conducive environment to encourage increased investments in the MSME sector 
 in the State   he  ey measures inc u e: 


   Stream ining  roce ures  ru es an  regu ations for ease of  oing  usiness  


   Strengthening the Sing e  in o  System to ma e it more effecti e un er the  ro isions 
 of the Rajasthan Enter rises  Sing e  in o  Ena ing an   earance  ct  


3   Setting up facilitation mechanisms for guidance to new investors and support to 
 e isting ones  


   ro i ing com etiti e fisca  incenti es an  concessions to attract in estment  
    reation of ne  in ustria  areas  


   ime  oun  a otment or con ersion of  an  for in ustry


   Encouragement of  ri ate in ustria   ar s an  MSME  usters  
    ocus on thrust sectors  inc u ing han icrafts  han ooms an   ha i  
    aci itate SMEs for raising o taining cre it ca ita  


   ssist unem oye  youth for setting u  Micro Enter rises  


   romoting start u s an   u ing entre reneurs through setting u  of  ug an ay 
 faci ities an  incu ation centers  


   Mar eting su ort to MSMEs  


   Encourage  ua ity  m ro ement an  Research   De e o ment  


   romote  a o tion  of  ractices  for  en ironment  rotection  an   ater  an   energy 
 conser ation


   ocuse  s i   e e o ment  rogrammes to  ro i e a e uate  or  force
    ssist sic  units in re i a  efforts


   Strengthening of MSME  o ernment su ort agencies  


   Recognition an  encouragement to MSME a o ting  est  ractices



De e o ment of MSME  usters 


   he State  o t  sha  encourage c uster  e e o ment a roach as an effecti e strategy 
 for the  e e o ment of MSMEs   t is cost effecti e  inc usi e  sustaina e an  ena es 
 competitiveness


   he  asic aim of the strategy an  a roach  ou   e a ressing critica  infrastructure 
ga s  an  o timi ing  oca  resources  ith the o jecti e of creating  ro uction centers 



(16)   n a ition to State schemes  the State  o ernment  i   ro i e a  necessary su ort 
 an  contri ution for ma imi ing the  enefits of the  uster De e o ment Schemes for 
 MSME of the  entra   o ernment   ha i   an oom an   rafts sector 


he State  o ernment  i  ma e concerte  efforts for the  e e o ment of the  ha i   an oom 
 an   craft  sectors  an   for  em oyment  generation  an   increase   earning  o ortunities  of 
 the artisans an   ea ers   he inter entions  i  inc u e  esign  e e o ment  inno ations  
 ro uct  e e o ment   s i   e e o ment   techno ogica   u gra ation   ua ity  im ro ement  
 branding, marketing support and various other means for popularizing these handicrafts 
 for contem orary use  State an  District ise  n entory of  rafts an   irectory of artisans 


ou   e  re are  as  art of this concerte  strategy for focuse   e e o ment  



Credit Access and Support


   MSMEs  sha   e  faci itate   in  see ing  cre it  from  financia   institutions  e  ro i ing 
 them re uire  information an  he  in  ocumentation


   Rajasthan  inancia   or oration  R  a State  o ernment un erta ing  sha   ro i e 
 cre it to MSME enter rises on easier terms un er its  oan schemes  


   re it u  to a ma imum of Rs    crore can  e a ai e   y young entre reneurs  u  to 
 age   years  for setting u  a ne  enter rise   ith interest su si y of   a ica e u  
 to a ma imum cre it  imit of Rs     a h  un er the  u a yamita rotsahan ojna of 
 R


   nterest  su si y  ou   e  ro i e   to  unem oye   youth   omen   e ucate   an  
 unem oye   omen  an   S   S   an   S ecia y a e   ersons  for  setting  u   micro 
 enter rises   as  er  the  ro isions  containe   in  the  hief  Minister’s  Em oyment 


eneration Scheme    as notifie   y the State  o ernment


   or those MSEs see ing co atera  free  oan  of u  to Rs    crore  from financia  institutions 
 un er  re it  uarantee  un   rust  for  Micro  an   Sma   Enter rises  MSE   the 
 onetime ser ice  rocessing fees charge   y  S    State  gency    inancia   nstitution 
 for  ocumentation an  su mission to the financia  institution sha   e reim urse   y 
 the State  o ernment on sanction of  oan  su ject to a ma imum of   of the  oan 
 amount or Rs     hiche er is  ess


or  omen   S     S   an   S ecia y a e   entre reneurs   the  ser ice  rocessing  fees 
 charge  as mentione  in c ause   a o e  sha   e reim urse   y the State  o ernment 
 on sanction of  oan  su ject to a ma imum amount of Rs  


   n a ition to a ai ing cre it from commercia   an s  other financia  institutions an  
 R  SMEs can a so a ai  cre it un er the on going financing schemes of R



Su ort  o  Sma     Me ium  Enter rises  SMEs   or  Raising  Capital 


n er the ne  gui e ines of SE  SMEs can raise e uity ca ita  through SME e change   ith 
 a view to encourage SMEs to raise funds through this route, assistance will be provided to the 
 e tent of   of the e en iture incurre  su ject to a ma imum of Rs   a h one time after 
 successfu  raising of e uity    Su ort  or Start   usiness an   u ing Entre reneurs


   o assist start u   entures an   u ing entre reneurs  ugan   ay faci ities  i   e 
encourage  to  e set  es ecia y in the sectors of    arment ma ing  E ectronics an  
ESDM so that the ne  entrants in these fie s may ha e access to easy entry an  e it 



(17)faci ities for imme iate starting their  usiness  enture  


   R     RS   ou   e e o   f atte   factory  com e es   inc u ing  ug an ay 
 faci ities  for MSMEs   ith   hour    hase uninterru te   o er su y an  ena ing 
 infrastructure   n such com e es  a otment sha   e on y to non o uting enter rises  
 hese sha   e  e e o e  on non rofit no oss  asis   or this  ur ose  the State  o t  
 sha   ro i e   su si y to R    RS  to ar s its ca ita  cost  


   Ra i   ncu ation  enters  ou   e  esta ishe   in  each  District  of  the  State  for 
 encouraging  unem oye   youth  an   other  entre reneurs  for  setting  u   ne   micro 
 an   sma   enter rises   his  ou   inc u e  entre reneur  usiness  s i   e e o ment  
 i entification of a ro riate techno ogy  han s on e erience on the  or ing  rojects  
 rojects ro uct se ection an  o ortunity gui ance  faci itation on fun  management 
 through  an s  interaction  ith  roject su iers for machine techno ogy su y  ho  
 to set u  an enter rise an  faci itation for  roject re ort  re aration


   ith a  ie  to  ro i e access to young entre reneurs to ne  an  emerging techno ogy 
 a  D an  ro otics  a oratory  ou   e set u  for  hich the State  o ernment  i  


ro i e Rs    crore  



4.14 Marketing Support to MSMEs


1   Organization of Fairs, Expositions, B&S meets : With a view to create more business 
 opportunities for MSMEs and to establish linkages between vendors and anchor units 
 mar eting  e ents  for  MSMEs  i e  uyer Se er  Meets   tra e  fairs   e ositions   etc  
 ou   e organi e   ssistance  ou  a so  e  ro i e  un er on going schemes for 
 setting up stalls and participation in such events within the State as well as in national 
 an  internationa  e ents  


2   Vendor Development of MSEs : In order to equip SMEs to cater to the requirements of 
 the  S s  acti ities  ou   e ta en u  un er the  en or  e e o ment  rogramme for a 
 Rajasthan : Ease of Doing  usiness for MSME Sector    irect interface an   in ages 
 et een the  S s an  the  en ors   n a ition  consortia of MSEs  ou   e encourage  
 through  S    RS  in or er to ena e MSEs to meet the re uirements of  arge or er 


rocurements through  ac age  i ing  


3  Purchase Preference for MSEs :  he  State  o t   i   ro i e  the  fo o ing  faci ities 
 for  urchase  of  stores   ser ices  y  its  arious  e artments   S s  an   autonomous 
 o ies from MSMEs  registere  ha ing Entre reneur Memoran um  ith the  n ustries 
 De artment:   a   oncessions  in  en er  orms  etc   for  Micro  an   Sma   Enter rises 


MSEs :  a   en er  form  sha   e  ma e  a ai a e  at    of  the  rescri e   cost  
 Earnest money sha   e  e osite  at   of the estimate   a ue of  urchases  ser ices  


c  Security  e osit  i   e   of the  a ue of the  urchases  ser ices     urchase 
 preference to MSMEs of the State in accordance with the provisions stated in the 


rocurement of Stores  reference to Micro  Sma    Me ium Enter rises of Rajasthan  
Ru es    as notifie   y the State  o ernment  



(18)
Challenges faced by MSME


Des ite of the im ortance of the MSMEs in  n ian economic gro th  the sector is facing 
 cha enges  an   oes  not  get  the  re uire   su ort  from  the  concerne   o ernment 
 De artments   an s   inancia   nstitutions an   or orates  hich is  ro ing to  e a hur e 
 in the gro th  ath of the MSMEs   he  ist of the  ro ems that are face   y e isting ne  
 companies in SME sector are as under:


sence of a e uate an  time y  an ing finance
 imite  ca ita  an   no e ge


on a ai a i ity of suita e techno ogy
 o   ro uction ca acity


neffecti e mar eting strategy


onstraints on mo ernisation  e ansions


on a ai a i ity of s i e   a our at affor a e cost


o o  u   ith  arious go ernment agencies to reso e  ro ems  ue to  ac  of man 
power and knowledge etc



(19)t is  ery im ortant to em o er the SME sector to uti i e the  imite  resources  human   
 economic  they ha e in an o timum manner   he SMEs nee  to  e e ucate  an  informe  
 of the  atest  e e o ments ta ing  ace g o a y an  he e  to ac uire s i s necessary to 
 ee   ace  ith the g o a   e e o ments  SMEs are no  e ose  to greater o ortunities 
 than  e er  for  e ansion  an   i ersification  across  the  sectors   n ian  mar et  is  gro ing 
 ra i y an   n ian entre reneurs are ma ing remar a e  rogress in  arious  n ustries  i e 
 Manufacturing   recision  Engineering  Design   oo   rocessing   harmaceutica   e ti e   


arments  Retai    an   ES   gro an  Ser ice sector


o counter the cha enges face   y SME sector an  gra  the o ortunities in the mar et  
the  ham er  has  e e o e   ey  strategies  to  romote  an   su ort  the  SME  sector   he 
Chamber encourages SMEs to adopt innovative ideas and concepts for the promotion of 
their  usiness   he goa  of the  ham er is to organise Seminars   onferences   or sho s 
an   raining  rograms an  other tra e  romotiona  acti ities to e ucate   create a areness 
amongst the SMEs   MSME has  eci e  to start  arious acti ities to em o er an  e ucate 
the SME Sector  y organising  arious tra e  romotiona  acti ities



(20)
Alternative sources of financing



riority Sector  en ing


riority sector  en ing inc u e on y those sectors as  art of the  riority sector  that im act 
 arge sections of the  o u ation  the  ea ersections an  the sectors hich are em oyment  
 intensi e  such  as  agricu ture   an Micro  an   Sma   enter rises an   en ing  to  the  micro  
 sma  an  me ium enter rises  MSMEs   i  rise shar y after Reser e  an  of  n ia  R  
 a o e   en ers to c assify a   or ing ca ita   imits to these units as  riority sector  en ing 
 S  Ear ier  on y  or ing ca ita   oans u  to Rs   crore to the micro an  me ium an  u  
 to Rs   crore to the sma sca e in ustries  ere a o e  to  e c assifie  as  riority sector 
 en ing   n estment  into  ant  an   machinery   ho e er   i   not  ua ify  for  S   eyon  
 certain  imits   n another announcement  R  has no  gi en the  S registere  MSME units 
 a  erio in o  to re ay their  ues  et een Se tem er     an   anuary 


if their  ues to the  an s  ere stan ar  as on  ugust        oans u  to a  imit of Rs   
crore  i  enjoy the e ten e  re ayment sche u e   n the  nion  u get announce  this year  
the government also reduced the corporate tax rate for the MSME sector from the existing 
 to   for units  ith a turno er of Rs   crore   o icy re a ation gi en to MSME sector 
for the o er ue  ayment an  the remo a  of cre it ca s onMSMEs ser ices  un er  riority 



(21)sector augurs wellfor both MSMEs and banks and will help in increasing the credit flow to the 
 MSME sector  hich has  een affecte   y the  emoneti ation an   S  Some of the  en ers  
 es ecia y the  ri ate sector  an s  strugg e to meet their  riority sector o igations   hich is 


 of the tota   an  cre it  uring the financia  year



ESS    ER E S R E   


MSMEs in  n ia  ay a crucia  ro e in contri uting to the o era  economic gro th   n  n ia  
MSMEs account for more than   of tota  in ustria  enter rises an  em oy an estimate  
mi ion  eo e Moreo er   MSMEs  ma e  a  significant  contri ution  ofmore  than    to 
in ustria  out ut an  e orts   o e er  there is a huge an  uni entifie   otentia  in this sector 
hich is yet to  e harnesse  to ma e it an economic  o erhouse of em oyment creation 
an  inno ation   s  er the MSME census of   it has  een foun  that more than   of 
MSMEs in  n ia  i  not ha e access to finance from institutiona  sources   esi es  the  an  
cre it to this sector has remaine   arge y f at o er the  ast t o years at  R   a h crore  as 
of Se tem er   n ou te y  access to finance has  een the  iggest cha enge for the 
MSMEs in  n ia to gro  inno ate an  create jo s   ota y  o er   of theMSMEsin  n ia are 
rura  enter rises  i e y  istri ute  across the  o income states  ma ing them an im ortant 
sector for  romoting inc usi e economic gro th an   o erty re uction   or   an   ug 
  n ian MSMEs face se era  constraints to access cre it from the forma  financia  system 
n the  ight of a o e  it is e i ent that the  resent  an ing system in  n ia is nee e  to go 
through ra ica  transformation to cater to the financing nee s of MSMEs   he tra itiona  
an ing though  ery  re ominant in  n ia e en to ay  in o es  engthy  roce ures to grant 
oans to the MSMEs   ence  MSMEs fai  to o tain time y cre it  uring their  arious crucia  
stages of gro th   esi es  the  uantum of cre it a ro e  is a so  ase  on the co atera  



(22)com anies faci itating factoring ser ices  ay cash against the cre it sa es of the c ient an  
 o tain the right to recei e the future  ayments on those in oices from the  e tors   his too  
 ro es to  e  ery effecti e for MSMEs in a ressing  i ui ity issues an  finance o erations 
 hich other ise may resu t in  oss of o ortunities from the re enue that it may  e a e 
 to garner   n  n ia  the  otentia  for this too  is  ery huge  as the use of this faci ity though 
 suita e is o er oo e   o e er  there are se era  ser ice  ro i ers in  n ia at  resent after 
 the  regu atory  o stac e  as  a resse   y  he  actoring  Regu ation  ct  in    hich 
 came into effect in  e ruary    his  ct no  regu ates the factoring  usiness in  n ia 
 an  focuses on  romoting the factoring conce t an  s rea ing a areness   o e er  the 
 factoring mar et is not yet ro ust com are  to other internationa  mar ets an  this cou  
 e attri ute  to  ac  of a areness   o  customer reach  y factoring com anies  etc   t is 
 essential to encourage use of this tool as it results in higher utilization  of resources, higher 
 rofits margins an  more im ortant y ena es smooth functioning of  usiness o erations  
 Mar e y  internationa  factoring a so a ears to  e an attracti e too  for e orters com are  
 to tra itiona   etter of cre it


Private equity:  nother financia  so ution  ou   e to cater to the e uity nee s of the sma  
businesses which would be essential to expand the business and bring about sustainable 
gro th   hough  ri ate e uity  E in estments ha e gathere  momentum in  n ia they are 
s e e  to ar s the  arger  usinesses  hi e  ri ate e uity in estments in sma   usinesses 
are yet to esta ish a firm footing   he  enture ca ita  fun s an  ange  in estors ha e sho n 
interest in MSMEs  yet here is sti  a significant  ush nee e  in the MSME s ace   he  isting 
of com anies on the MSME e change has  een an im ortant initiati e ta en  y the regu atory 
authority   o e er  current y there is a rea  cha enge of mar et ma ing  hich is a sent an  
the  un er riters  to  su ort  u ic  issues  of  MSMEs   ternati e y   the  hea y  re iance  of 
MSMEs on  e t has  een creating  ressure on their  a ance sheets   esi es  the  resent 
en ironment is confronting many regu atory actions  i e  emoneti ation an  im ementation 
of  S   hich ha e s o e  the gro th in in ustria  segment an   an s are ree ing un er 
the  ressure rising  s   n such circumstances  raising fresh  oans from  an s  MSMEs 
are  i e y  to  face  se era   cha enges  ith  increase   uncertainty  o er  future  cash  f o s   t 
is thus important for the MSMEs to shift their focus from debt alone to funding mix with 
e uity ca ita  to gro  in hea thier manner   his a ternati e source offers  enty of  ositi es in 
terms of strengthening the  a ance sheet  increase  ca acity to  ithstan   o ati e  usiness 



(23)en ironment  higher f e i i ity in  eci ing the return on in estment  etc  Moreo er  raising 
 fun s  through  ri ate  e uity  is  easier  as  o ose   to  u ic  issue  an   re uires  minimum 
 regu atory com iance


Crowd funding: Crowd funding also called as democratized funding is web-based tool which 
 in o es see ing main y sma er fun s from mu ti e  en ers through a socia   atform to 
 fun  ne   entures   t is a  ig o ortunity for sma   orro ers  ho are una e to raise fun s 
 through tra itiona  means  ue to cre it scores or higher interest rates   his conce t is a so 
 in its nascent stage in  n ia as yet  SE  the regu atory authority in  n ia has  een acti e y 
 considering this concept and has proposed a framework to encourage and streamline the 
 cro  fun ing mar et    so i  regu atory frame or  is e ecte  to go a  ong  ay in ena ing 
 a sustaina e  usiness mo e  in an emerging mar et  i e  n ia   his conce t is  i e y to gain 
 traction in  n ia gi en that it re uires huge socia  me ia  enetration   nteresting y   n ia has 
 out ace  the  S to gain the  ea ing  osition for  ace oo   a socia  net or ing  atform  
 users   his  ace oo  usage cou   ro e to  e a usefu  too   ecause in cro  fun ing the 
 sing e  most  re icti e  factor  for  the  rate  of  emergence  is  socia   me ia  enetration   as 
 mentioned in the World Bank report titled ‘Crowd funding’s potential for the developing 


or ’   resent y  the  S    an   hina are  ig  ey  ayers in the cro  fun ing mar et   n 
 n ia  there are mere y   cro  fun ing  atforms as of   as  er  or   an  notes



eer to  eer   en ing:


  en ing   a  form  of  cro   fun ing   has  ecome  increasing y  o u ar  g o a y  ost 



(24)concerns o er rising non erforming  oans  s  in the  n ian  an ing segment an  the 
 im ementation  of  more  stringent  ase     ca ita   a e uacy  norms   an s  ha e  ecome 
 e treme y cautiousin  en ing to ris y  entures an  in i i ua s  Moreo er  the  ac  of cre it 
 information of the MSMEs a so  re ents  an s from e ten ing financia  ai   nsur rising y  
 the restricti e  an ing system in  n ia has  e  to a much  i er fun ing ga  restraining the 
 MSME sector’s gro th  ros ects



ternati e financing a  oon toe merging mar et  i e  n ia


ternati e financing in  n ia though it is yet to esta ish its roots in  n ia   t is certain to 
 gi e  ositi e  ush to gro th of the MSMEs   he  ey hur e i e  inaccessi e time y cre it at 
 com etiti e cost  hich has  een a major cha enge face   y MSMEs o er the  ast se era  
 years  the a ternati e  atforms aim to  ro i e sim ifie  an  customi e  access to finance 
 along with more active participation and guidance in the overall growth and operations of 
 the enter rises   esi es  in the era of ra i y changing techno ogy  it is a so essentia  for 
 enter rises to o ercome the ris  of  ecoming techno ogica y o so ete   ence  a ternati e 
 sources are e ecte  to  e the  ey  ri ers   ro i ing con enient an  cost effecti e fun ing 
 uring  the  crucia   stages  of  gro th  of  the  sma   an   me ium  enter rises   there y  ai ing 
 sustaina e gro th   hese a ternati e so utions are  no n to  e  o u ar among a ance  
 countries  suggesting  that  these  a ternati es  are  more  i e y  to  thri e  if  im emente   in 
 n ia as they he  in  ringing the  orro ers an  in estors c oser   o e er  these inno ati e 
 methods would prove to be fruitful if established with strong legal framework involving greater 
 trans arency  hich  ou  not on y encourage  orro ers  ut a so  ui  greater confi ence 
 among in estors



E uity  inancing  ortunities


E uity financing is the  rocess of raising ca ita  through the sa e of shares in an enter rise  
 E uity  financing  essentia y  refers  to  the  sa e  of  an  o nershi   interest  to  raise  fun s  for 
 usiness  ur oses  So  the MSME ha e an o tion to raise the fun s through E uity or issuing 
 of shares


ccess to E uity  a ita  through SME E changes:  ccess to e uity ca ita  from the stoc  
 mar et is a genuine  ro em for MSMEs   i  some years ago  there  as no great f o  of 
 e uity ca ita  into this sector   sence of e uity ca ita   oses a serious cha enge to the 
 e e o ment  of  no e ge ase   in ustries   articu ar y  those  romote   y  the  first
 generation entre reneurs  ith the re uisite e ertise an   no e ge   urther  for efficient 
 ca ita   structure  ecisions   an  o tima   mi   of  e uity  an   e t  is  ery  im ortant   ee ing 
 this in min  the Re ort of the  as   orce on MSME  hairman  Shri     air    ha  
 recommen e  the setting u  of a  e icate  Stoc  E change atform for MSMEs to access 
 institutiona   an   retai   ca ita   his  ou   a so  faci itate  greater  financia   inc usion  in  the 
 country   o o ing this  SE   ai   o n the regu atory frame or  for the SME E changes  ith 
 relaxed listing conditions and accorded approval to BSE and NSE to launch an SME Exchange 
 in Se tem er   an   cto er   res ecti e y  Successfu  e am es of SME E changes 
 across the  or  inc u e  M  on on   ana a  S   ong  ong  EM   a an  Mothers  
 orea  SD  an   S  SD   n March    oth  SE an   SE  aunche  their SME 
 e change  atforms to ena e MSMEs to raise fun s an  get  iste  as  u ic entities  


inance  t   as the first  n ian SME to get  iste  on the  SE SME E change   his  as an 
e ent of immense significance for MSMEs as they ha e a huge  isting  otentia   ut most y ha  
e t financing o tions   he  aunch of SME e changes  i   ay an im ortant ro e in gro th 
of MSMEs an  the nee  of the hour is to im ro e the a areness among MSMEs a out e uity 
ca ita  stoc  mar ets an  fun ing o tions  other than  an s   he ca ita  mar ets can  ay 



(25)a  crucia   ro e  in  he ing  MSMEs  im ro e  their  isi i ity  an   raise  ca ita   for  their  gro th 
 an  e ansion  offering an effecti e  ay to im ro e financia  inc usion   hey can a so offer 
 in estors o ortunities to in est in gro ing  usinesses at an ear y stage  Since its  aunch in 
 March     com anies ha e  iste   ith  SE SME e change  an   SE is negotiating  ith 
 other com anies for  isting   SE’s ri a   SE has a so fo o e  suit an   aunche  its o n SME 
 atform ca e   Emerge’  ith the  ro ose   isting of  hennai ase  SME  hejo Engineering  
   i rant e uity mar et for MSMEs  ou  a so  ro i e an a e  incenti e for  ri ate e uity 
 an   enture ca ita  in estments  y  ro i ing an e it o tion for them   isting on e changes 
 i  a so offer MSMEs an o ortunity to offer e uity o nershi  to their em oyees  there y  
 increasing their commitment to their com any an   or ing for its future success


he MSME sector is an im ortant factor for gro th of the country’s economy  an   resents 
a  significant  usiness  o ortunity  for  oth  an s  an   a ternati e  finance  ro i ers   he 
im ro ements of financia  e c usion in MSMEs is high an  in s ite of the increase in cre it 
outstan ing in recent years  fetching the a e uate an  time y cre it from a  an  is sti  a 
critica   ro em face   y the  n ian MSME sector  So  the a ternati e sources of finance can 
ste   in  an   assist  MSMEs  in  their  gro th  an   e e o ment   n  recent  years   the  amount 
of a ternati e finance o tions has im ro e  an  ha e  ro en to  e an im ortant source of 
financing for  n ian MSMEs   he a ternati e financing a enues  iscusse  a o e tru y ha e 
the  otentia  to  ri ge the financing ga  for MSMEs from  an s   ccess to finance is essentia  
for improving MSMEs competitiveness, as MSMEs have to invest in new technologies, skills 
an   inno ation   n  their  art   the  MSMEs  shou   e  res onsi e  orro ers   shou   use 
the finance in a ju icious manner an  ta e a antage of the  usiness o ortunities  oth 
ithin an  outsi e the country   hey shou  im ro e their go ernance an  ris  management 
practices, maintain proper books of accounts, submit correct information to banks and all 
authorities  an  ma e their o erations more efficient an   ro ucti e to get easier access 
to finance from  an s an  other in estors   his  ay the MSME sector  ou   ecome more 
com etiti e an  efficient an  contri ute further to the economic  e e o ment of our country



(26)
Fintech: Ushering Financial Inclusion


Recent techno ogica  inno ations ha e transforme  the entire financia  ser ices  a ue chain  
 itiona y   the  use  of  eha ioura   an   sychometric  information    socia   me ia  traces 
 has  e ui e   se era   non an ing  financia   institutions  s   in  ri ging  the  fun ing 
 ga  for Micro  Sma  an  Me ium Enter rises in the country   a ing targete  niches in the 
 SME  en ing sector  fintech has  a e  a hass e free route to f e i e an  customise  cre it 
 ro ucts   eing com acent is  angerous for any  usiness an  this is e act y  hat fintech is 
 not   he  igita y em o ere   atform   hich has ma e  ig stri es since   has  e erage  
 se era  techno ogica  a ances   intech com anies  e oy the fo o ing three inno ations to 
 s ee  u   oan  is ursa s for sma   usinesses  ho are  er etua y in nee  for  uic  access 
 to finance



FINTECH Transforming the MSME Scenario


MSME  sector  ith  its  huge  contri ution  to  D   e orts  an   em oyment  ee   aying  a 
significant ro e in nation ui ing   o e er  economic institutions ha e un erser e  SMEs 
es ite  their  confirme   increase  e erience  an   contri ution  to  the  financia   system  



(27)here  are  numerous  reasons  for  this  state  of  affairs   he  section  cou   e  ery  com e  
 an   conse uent y   ercei e   as  an  e cessi e  chance  y  economic  institutions  such  as 
 intech   Most  of  the  com anies  are  o n  fami y run  an   romoters  ic   fun ing  su ort 
 from unorgani e  sources  at e treme y unfa ora e terms   na e uate cre it score recor s 
 imits  an s’ a i ity to e a uate the cre i y of such ga gets   oor accounting an  financia  
 ans are a  arrier for  an s   ear of  o  rating an  o jection to re ucing fairness  ee ing 
 further restrict the chance of ha ing access to forma  finance an  construct a stronger tune 


ocument for future  esires


a ing  sai   that   o er  the  re ious  fe   years   there  as  a  ariety  of  a areness  an  
 encouragement for SMEs and startup and it is clear that the government is banking upon this 
 sector to  ressure the economic increase   hi e MSME schemes retain to face  eman ing 
 situations together  ith the inca acity to get  rofessiona  man o er  infrastructure re ate  
 ott enec s an  ca a i ity to raise  e time  finance at economica  rates  the authorities are 
 developing a permitting environment for MSMEs and ensuring that good enough capital and 
 finance channe s are a ai a e to them   arious co erage initiati es  i e s i   e e o ment  
 in ustry  c uster  im ro ement   the  a ent  of  S   ha e  create   sustaina e  surroun ings 
 for MSMEs an  s rea  out forma  finance channe s from commercia   an s  sma  finance 


an s  an   s


The government has released SME Exchange to provide an investor-pleasant platform 
 to raise ca ita  an   egin ne   entures or to satisfy gro th necessities   here are a fe  
 transition associate  trou es in  ositi e enter rise segments  ith migration to the unifie  
 ta   regime   o e er   the  i entica   is  antici ate   to  e  rief i e   an   thin ing  a out  the 
 ong term  rofits  there is going to  e a  ig  e e o ment at the macro enter rise tren s  
 here are  enty of organi ations that ha e mo e  into the forma   emoneti ation an   S  
 on the  ay to con ey an a antage to the sector in me ium  to  ong time  erio   o e er  
 micro and small gadgets operating in the casual zone will retain to stand credit score troubles 
 an  conse uent y  it is im ortant for these ga gets to  e higher organi e  an  im ro e on 


isc osures an  com iances for  ong term sustaina i ity an  increase


s  n ia’s economy recei es  arger an  forma i e  there are massi e o ortunities for  an s 
 to gro  their  ortfo io in the SME section   ith  s an  fintech firms ri ing inno ation  
 more recent  ro ucts are entering the mar et each month  ma ing the  or  com etiti e  
 Banks have realized the importance of customizing the threat rules and credit assessment 
 metho s so one can meet the cre it  esires of this sector   s an effect   an s are e o ing 
 their  ser ices  through  re o utionary  merchan ise   e eraging  ana ytics  an   techno ogy  to 
 e e o  customi e   rograms an   artnering  ith fintechs to  ecorate their  irtua  reach  
 Banks are doing their bit to help MSMEs to alter to the one-state one tax regime, via investing 
 in potential constructing with numerous trade institutions and growing customized credit 


ro ucts to ti e o er the tem orary financia  crunch  Ear ier this   months  as a minimum 
one financia  institution re ease  a cre it  ro uct to he  sma  organi ations a ai  secure  



(28)throughout  n ia  un er its formi a e mission ca e  Digita   i age  so that you can  ro i e 
 internet connecti ity for mass use  as  e  as to a o  trans ort of ser ices  i e fitness an  
 e ucation in  ays f ung areas   he rura  regions are a rea y  ro er y inc u e   y  ay of  asic 
 telecommunication services and are now witnessing increasing penetration of computer 
 systems an  smart hones   a ing a antage of those  e e o ments  on ine  orta s are  eing 
 consi ere  as  ey channe s for SMEs see ing to in ut an  esta ish the  intech  themse es 
 ithin the rura  mar et  Many contact  oints an  transaction factors using the  an s or thru 
 an ing corres on ents are  e e o e  gi ing rura  mass a terrific conso ation for  oing rea
 time transactions comforta y   he major cogni ance for a  the cor orations is no   harat  


herein  there  may  e  a  huge  change  ithin  the  ro uct  ortfo io  of  the  agencies   more 
 re e ant to rura  an  mass  urchasers than the ur an  o u ace   hi e the focus of  an s 
 remains on purchaser loans, rural housing, small and micro commercial enterprise lending, 
 the sha e of the  ro uct has  een mo ifie  nota y  ee ing the rura   o u ace in thoughts  
 With the advent of technological advancements, the turnaround time has also decreased 
 rastica y for the  e i ery of economic ser ices in rura  an  semi city geogra hies   here is 
 i e ise a huge shift in  hrases of c ients    an s are ta ing com ete househo  financia  
 necessities at the same time as  ro i ing  ro ucts for the agricu tura  mar et


Digita   en ing an  fintechs are con erting the SME finance state of affairs in  n ia   an s are 
fast transferring to adopt the digital environment and automate backend strategies to obtain 
the short  an   engthy time  erio   essings   he en to cease  igiti ation  i  no  onger 
most effecti e he   an s in  ecreasing the turnaroun  time for choices  ho e er  may e en 
re uce the  rocessing fee  orrie  in  en ing to these  e ices   his sha  no  onger han iest 
offer  time y  get  a mission  to  finances  ut  a itiona y  o er  the  ricing  of  those  oans  
Ro otics   oc  chain  artificia  inte igence   ig facts  ana ytics are a num er of the initiati es 
that economic institutions are e oring   e  age fintechs ha e intro uce  a re o ution in 
the SME finance situation in  n ia   he fintech com anies  ith their inno ation an  ne age 
strategies  i e  re icti e ana ytics an  artificia  inte igence can assist in rea time choices  
accor ing y accom ishing out to the remaining mi e  atron   hese techno ogies are a o ing 
an s to mo e from tra itiona  fun ing metho s  rimari y  ase  on co atera s to su erior 
cash  aft  en ing   Some  of  the  re ute   fintechs  are  resenting  offerings  i e  con erting 



(29)scanne  financia  institution statements into customi e  co ecs for  uic   ecision ma ing 
 an   ro i ing  irtua   atforms to  orro ers for easy access to finance   an s an  fintechs 
 i  ha e to  ortraits together to inno ate customi e   igita  offerings e en as a itiona y 
 ma ing sure that most MSME can a ai  the  enefits of forma   en ing channe



ata yst


nno ati e  usiness  mo e s  ha e  ena e   fintech  com anies  to  emerge  as  a  cata yst  for 
 gro th for SMEs  not just  oca y  ut g o a y too


intech  com anies  are  thus  ecoming  a  one sto   sho ’  for  financia   nee s  of  sma  
 enter rises   n ine  en ing  atforms  as  o ose   to  su   sectors  such  as  ayments  or 
 ea th management  are seeing se era  ne  entrants in the mar et offering no e  financia  
 ro ucts   he  otentia  im act of fintech’s efficient  en ing  rocesses can  e measure  in 
 se era  tangi e as ects   hese inc u e:


   Short term on ine  oan offering
    uic   oan  is ursa


   om etiti e interest rates


   Ease of  rocuring sma  tic et  oan
    o  cost of transactions


Su stantia  majority  a out   of fintech  en ers are focusing on retai   an ing   en ing  
 ea th management an   ayment systems for MSMEs   he num ers  oo   romising  es ite 
 the ine igi i ity for c assification as  irect or in irect finance to MSE sector that ta es a  such 
 oans to  s out of the  riority sector c assification ’  t isn’t sur rising then that MSMEs 
 are turning a ay from tra itiona  co atera chasing  an s  E en the in estor sentiment is 


ositi e  is a  is the toute  success of fintech


 re ort  y  nternationa   inancia   or oration   cites a  fun ing ga  of more than   
 tri ion that e ists for sma   usinesses in emerging mar ets a one  Des ite a fa oura e 
 regu atory en ironment   irect  o ernment  en ing  su orti e SME  an s as  e  as cre it 
 ureaus   the  cre it  ga   is  huge his  is  here  fintech  ste s  in   Mutua y  eneficia   the 
 urgeoning re ationshi   et een SMEs an  fintechs augurs  e  for  oth sectors



Changing Face of Fintech


intech is no more just a  isru tor  it is he ing SMEs  ecome more  an a e  y remo ing 
major  ain  oints  i e  uic  access to finance   t is ma ing inroa s into the financia  ser ices 
in ustry as an inno ator an  ena er  strong enough to carry the ris  of  oans an  reco eries  
ree from regu atory an   egacy  aggage  fintech  en ers are gaining com etiti e e ge o er 
traditional banks



(30)
uture  ros ects


he  im ortance  of  MSMEs  as  a  major  ri er  of  the  economy  an   a  critica   em oyment 
 generator cannot  e o erstate  Moreo er  there is a  arge mar et of unser e un erser e  
 o u ations that fintech can reach out to   his game changer for inc usion has on y reache  
 e ite customers in  ier  an   ier  cities of  n ia  so far   he nee  of the hour is to inno ate 
 for the mass mar et an  a ress cha enges such as  ac  of financia  an   igita   iteracy an  
 restricti e regu atory  o icy


Also, being able to sustain relations with SME customers despite delinquencies is an onus 
 that rests entire y on a fintech organi ation   he  ro em of  e aye   ayment in financing  
 more so in the MSME space, tantamount to being an occupational hazard that cannot be 


one a ay  ith


o e er   oo ing  at  the  igger  icture   ensuring  continuity  of  artnershi s   an   staying 
 resi ient is the  ey n a ition  there is su stantia  interest from foreign in estors in the  n ian 
 fintech s ace   anting to ca ita ise on the country’s stea i y gro ing  D   nitiati es such as 
 Digita   n ia’   Ma e in  n ia’  the recent  emonetisation  ri e an  the  ush to ma e  n ia a 
 cash ess economy are  aying strong foun ations for synergies  et een fintech an  MSMEs  



nitiati es ta en  y  intech in o e  in MSME


There has been a lot of focus and encouragement for SMEs and start-ups and it is clear 
 that  go ernment  is  an ing  u on  this  sector  to  ri e  the  economic  gro th   hi e  MSME 
 units continue to face cha enges such as the ina i ity to get s i e  man o er  infrastructure 
 re ate   ott enec s an  a i ity to raise time y finance at economica  rates  the go ernment is 
 e e o ing an ena ing ecosystem for MSMEs an  ensuring that a e uate ca ita  an  finance 
 channe s  are  a ai a e  to  them   arious  o icy  initiati es  i e  s i   e e o ment   in ustry 
 c uster  e e o ment  the intro uction of  S  ha e create  a sustaina e en ironment for 
 MSMEs an  o ene  u  forma  finance channe s from commercia   an s  sma  finance  an s 
 an   s  


s  n ia’s economy gets  igger an  forma ise  there are huge o ortunities for  an s to 
 gro  their  ortfo io in the SME segment   ith  s an  fintech firms  ri ing inno ation  
 ne er  ro ucts are entering the mar et e ery month  ma ing the sector com etiti e   an s 
 have realised the importance of customising the risk policies and credit evaluation methods 
 in or er to meet the cre it nee s of this segment   s a conse uence   an s are e o ing 
 their offerings through inno ati e  ro ucts   e eraging ana ytics an  techno ogy to  e e o  
 customise   rogrammes an   artnering  ith fintechs to enhance their  igita  reach   an s 
 are  oing their  it to assist MSMEs to a just to the one nation one ta  regime   y in esting in 
 ca acity  ui ing  ith  arious tra e associations an  creating customise  cre it  ro ucts to 
 ti e o er the tem orary financia  crunch  Ear ier this year  at  east one  an   aunche  a cre it 
 product (offering up to Rs 1 crore) to help small businesses avail secured loans based on 
 their  S  returns   his  ro uct  oes not re uire any a itiona  assessment of  a ance sheet 
 or  an  statements     S  com iant MSME can a ai  of a  oan  ithin   hours


he  ationa   an  for  gricu ture an  Rura  De e o ment  ans to  ro i e aroun  


oint of sa e machines in    i ages an   istri ute Ru ay car s to o er   mi ion 
farmers across  n ia  to ena e farmers to un erta e cash ess transactions   he go ernment’s 
an to construct   mi ion houses for the rura   o u ation  ith an in estment out ay of 
Rs   crore for the  erio  from   to   em o er  oca  SMEs to f ourish  
he go ernment is  oo ing to insta   i i hots ots at more than   gram  anchayats 



(31)across  n ia  un er its am itious  roject ca e  Digita   i age  in or er to  ro i e internet 
connecti ity for mass use  as  e  as to ena e  e i ery of ser ices  i e hea th an  e ucation 
in far f ung areas   he rura  regions are a rea y  e  co ere   y  asic te ecommunication 
ser ices  an   are  no   itnessing  increasing  enetration  of  com uters  an   smart hones  
a ing a antage of these  e e o ments  on ine  orta s are  eing  ie e  as  ey channe s 
for SMEs trying to enter an  esta ish themse es in the rura  mar et  
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STARTUPS: Reinventing the Future of  Msme


Startu s are increasing y a o ting hy ri   usiness mo e s to increase access to MSME 
 clients


o t offers a range of  enefits to com anies registere  as startu s an  MSMEs


oth startu s an  sma   usinesses face simi ar cha enges of  isi i ity  cre it an  room 
 for gro th


Startu s  in  n ia  to ay  are  re ent ess y  focusse   on  em oying  techno ogy  to  ring  great 
 e eriences to consumers   e it near ain ess foo   e i ery   octor a ointments  insurance  
 entertainment or  igita   ayments  startu s ha e  ermeate  into the e ery ay  i es of  n ians 
 in cities  as  e  as the  igger to ns in  ays that  ere thought to  e im ossi e a fe  years 
 ago he e onentia  gro th sho s that for those  ho ha e s otte  an o ortunity or ha e 
 an i ea  there is a rea  chance of succee ing as the startu  ecosystem has mature  o er 
 the  ast  eca e   s  it  e o es  to ar s  rofita i ity  an   greater  enetration  in  rura   areas  
 entrepreneurs can register as MSMEs (Micro, Small, and Medium Enterprises) to grow faster, 
 increase the user  ase an  inno ate to so e  ery s ecific  ro ems that techno ogy has so 
 far ignore


his is  ecause  hi e startu s are affor e   enty of  enefits  y the go ernment  the MSME 
sector   eing a  arge em oyer an  contri utor to the  D  has a so  een courte   ith so s  
su si ies an  other  enefits o er the  eca es  Startu s an  MSMEs face simi ar cha enges 



(33)of  isi i ity  cre it an  room for gro th   o e er  they can  e  ery  ifferent in terms of the 
 usiness setu  an  gro th cur e  fun ing o ortunities  techno ogy an  the customer  ase  
 hat’s  here a huge o ortunity  ies for startu s an  MSMEs to  or  together to meet each 
 other’s s ecific nee s  E en as the go ernment sees MSMEs an  startu s as the  ac one of 
 the  igita  economy  these sectors nee  assistance an   rotection from other  ig com anies 
 through s ecific an   e icate  schemes  ta   rea s  training an  counse ing   t can  e usefu  
 for startu  foun ers an  entre reneurs to consi er the  enefits that they may  e a e to a ai  
 if they  oo e  to enter the MSME sector



ey ta ea ays for Startu s an  MSMEs:


  Sitharaman  ro ose   e start an e c usi e   channe  for startu s un er Door arshan 
 ou uet to  ro i e a  atform for startu s to  isseminate information in the in ustry
 he  inance  Minister  sai   that  un er  the  interest  su ention  scheme   Rs    crore 
 a ocation is for   interest su ention to a   S  registere  MSMEs in the current year 
 on a  fresh an  incrementa   oans


o ernment a so  ans to o en a  ayment  orta  for MSMEs   n estment in MSMEs  i  
 recei e a  ig  oost through the  orta  if the  e ays in  ayments to SMEs an  MSMEs are 
 e iminate


  Sma  retai ers  ith an annua  turno er of  ess than Rs   crore  i  get  ension  enefit 
 un er the  ra haanMantri Man Dhan ojna  More than   crore sho  o ners  i   enefit 
 for the scheme oan of Rs   crore for MSMEs  eing c eare   ithin   minutes through 
 an on ine  orta


he startu s an  in estors  ho fi e re uisite  ec arations  i  not  e su jecte  to any 
 in  of scrutiny in res ect of  a uation of share  remium    mechanism of e erification 
 i   e  ut in  ace an   ith this  the fun s raise   y startu s  i  not re uire any ta  
 scrutiny


6)  Faceless income tax assessment in electronic mode involving no human interface to be 
 aunche  this year in a  hase  manner  to re uce ta ayer harassment


    he  inance Minister a so announce  that s ecia  arrangements  i   e ma e  y  D  
 for  en ing re ie s an  cases re ate  to Startu s


o ernment  i   a so  ta e  ste s  to  augment  the  artici ation  of  omen  in  the 
 e e o ment of the country  Sitharaman  ro ose  to e an  se f he  grou s  S  to 
 a   istricts an  sai  one  oman in e ery S   i  get a  oan of u  to Rs    a h un er 
 Mu ra  ojana


  De i ery startu s  i e  omato an  S iggy  i  see an increase in o erationa  cost as 
 the  go ernment  ro ose   to  increase  S ecia   itiona   E cise  uty  an   Roa   an  


nfrastructure  ess on  iese  an   etro   y  R   each  
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Government Schemes and Trade  finance for MSME



Scheme of Fund for Regeneration of Traditional Industries  S R  


It is as a cluster-based scheme for development of khadi, village industries, and coir 
 c usters  y  ro i ing them  ith im ro e  e ui ment  common faci ities centres   usiness 


e e o ment  ser ices   training   ca acity  ui ing  an   esign   an   mar eting  su ort   etc   
 he scheme in ites a icants from non go ernment organisations  s  institutions of 
 the  entra  an  State go ernments an  semi go ernment institutions  fie  functionaries of 
 State an   entra  go ernment   anchayati Raj institutions  R s   ri ate sector  o ies  y 
 forming c uster s ecific s ecia   ur ose  ehic es entities  S s  cor orates  an  cor orate 
 scia res onsi i ity  SR  foun ations  ith e ertise to un erta e c uster  e e o ment



  Scheme  for  romoting  nno ation   Rura   n ustry    Entre reneurshi   S RE  


his scheme aims to create ne  jo s an  re uce unem oyment   romote entre reneurshi  
culture in India, boost grassroots economic development at the district level, facilitate 
innovative business solutions for unmet social needs, and promote innovation to further 
strengthen the com etiti eness of the MSME sector   t  oes this  y im ementing incu ation 



(35)an  commercia isation of  usiness  eas  rogramme through technica research institutes  
 inc u ing those in the fie  of agro ase  in ustry   hese  ou   e  esignate  as  no e ge 
 artners  an   ou   incu ate  ne e isting  techno ogies  for  their  commercia isation   he 
 u get    ro ose  that    i e ihoo   usiness incu ators an    techno ogy  usiness 
 incu ators  i   e set u  in   un er this scheme   he aim is to  e e o  an  train 


 s i e  entre reneurs in agro rura  in ustries



re it  in e   a ita  Su si y Scheme  SS


he scheme is a faci itator of techno ogy u gra ation of sma  sca e in ustries  inc u ing 
 ha i   i age an  coir in ustria  units   y  ro i ing    ercent u front ca ita  su si y  imite  
 to a ma imum of Rs    a h    he major o jecti e is to u gra e the  ant an  machinery of 
 sma  enter rises  ith state of the art techno ogy   ith or  ithout e ansion  an  a so for 
 ne  MSMEs   hich ha e set u  their faci ities  ith a ro riate  e igi e an   ro en techno ogy 
 u y a ro e  un er scheme gui e ines  Since ince tion of the scheme in   ti   ate  a 
 tota  of   MSME units ha e  een assiste  uti ising su si y of Rs   crore   a ari 
 ha  sai  ear ier



rime Minister’s Em oyment  eneration  rogramme  ME


Starte  in   the scheme is a cre it in e  su si y  rogramme  hich aims to generate 
 se f em oyment o ortunities through esta ishment of micro enter rises in the non farm 
 sector  y he ing tra itiona  artisans an  unem oye  youth   he scheme is im emente  
 y  ha i an   i age  n ustries  ommission   functioning as the no a  agency at the 
 nationa   e e   t the State  e e  the scheme is im emente  through State   Directorates  
 State  ha i  an   i age  n ustries  oar s  s   District  n ustries  entres  D s   an  


an s


 tota  of    a h micro enter rises ha e  een assiste   ith a margin money su si y of 
 Rs   crore   ro i ing em oyment o ortunities to an estimate     a h  ersons 
 since  ME ’s ince tion an  ti  March 



re it  uarantee  Scheme  for  Micro  an   Sma   Enter rises  MSE


he  re it  uarantee Scheme for Micro an  Sma  Enter rises  MSE  faci itates cre it to 
MSME units through co atera free cre it faci ity  term  oan an or  or ing ca ita  e ten e  
y e igi e  en ing institutions to ne  an  e isting micro an  sma  enter rises    he MSME 
Ministry an  Sma   n ustries De e o ment  an  of  n ia  S D  joint y esta ishe  a  rust 
name   re it  uarantee  un   rust for Micro an  Sma  Enter rises in or er to im ement 
re it  uarantee  Scheme  for  Micro  an   Sma   Enter rises   he  cor us  of  MSE  is 



(36)finance ga   as estimate  at  S    tri ion in    or  sian  e e o ing economies a one  
 the estimate  shortage is  S     i ion   he access to tra e finance is further restricte  
 in  case  of  Micro  Sma   an   Me ium  Enter rises  MSMEs   ccor ing  to  a  sur ey  y  the 
 sian De e o ment  an   D  rejection ejection rates for tra e finance a ications are 
 as high as   in case of Sma  an  Me ium si e  Enter rises  SMEs   hese rejections 
 ha e far reaching effects on the o era  economy as they cause tra e financing ga s among 
 e e o e  an   e e o ing countries   herefore  there is a major nee  for reform in the g o a  
 tra e finance  o icies for the gro th an   e e o ment of MSMEs a  across the  or



m act on o era   D


n  the  ast  fi e  eca es  MSMEs  ha e  emerge   as  a  high y  otent  an   ynamic  sector  of 
 the  n ian economy   hey  erform a major ro e in the economy  y  ro i ing em oyment 
 to a large number of unskilled and semi-skilled people, contributing to exports, raising 
 manufacturing sector  ro uction an  e ten ing su ort to  igger in ustries  y su ying 
 ra  materia   asic goo s  finishe   arts an  com onents  etc   n ia’s MSMEs  ase is the 
 argest in the  or  after  hina   s  er the officia  estimates  there are a out   mi ion 
 micro in ustries    mi ion sma  an  a out   me ium enter rises in the country
 MSMEs accounte  for   of  n ia’s  D    of  n ia’s tota  manufacturing  an    of 


n ia’s e orts in    ne of the major  ro ems face   y MSMEs is the scarcity of sources 
 of  fun s  ue  to  ac   of  financia   inc usion   n  estimate     of  MSMEs  secure  fun ing 
 through informa  sources    inancia   iteracy is a conse uentia  factor  since there is a  ac  
 of  no e ge  an   a areness  of  a ro riate  an ing  finances  esigne   for  MSMEs   ith 
 change in policies and introduction of government reforms to streamline the flow of credit 
 i e  re it  uarantee  un   rust  for  Micro  an   Sma   Enter rises  MSE   Micro  nits 
 De e o ment an  Refinance  gency  M DR  an  Stan  u   n ia the scenario is changing 
 s o y



ra e  finance  so utions    other  a ternati es  that  must  e  explored


Companies such as Blend Finance, Cargill Trade Finance, Interlink Capital, Kotak Mahindra, 
Meg  in  n ia  ro i e offerings such as structure  tra e finance  e uity  ro ing an  other 



(37)such so utions to startu s  SMEs an  MSMEs  Maers   ra e  inance ha e  een  ery acti e 
 in offering a com ination of tra e finance an  shi ing so utions to the MSME sector since 
 their ince tion in   Such com anies  ring  ith  ith them a  no e ge of the un er ying 
 usiness that is  ro a y  ifficu t if not im ossi e for a tra itiona  financia  institution to 
 re icate   no ing  hat someone has  een trans orting in an  out of the country for ten 
 years or more gi es a  articu ar comfort in  oosting that  usiness   ase  on that comfort a 
 non - FI, can provide export or import funding to SMEs, mid-sized companies and of course 
 to  arge cor orates


o ay   n ia’s MSMEs an  their  usiness o ners are fin ing ne age  igita  start u s an  
 a ternate  en ing  atforms to  e the most effecti e institution to  is erse cre it    re ort 
 tit e   re it  isru te : Digita  MSME  en ing in  n ia’ estimate  that in   the tota  MSME 
 credit demand would have been Rs 45 lakh crore, of which Rs 25 lakh crore would have been 
 met through forma  channe s  ith the  orro ing  one in the entity’s or  ro rietor’s name  
 o e er  as much as Rs    a h crore is seen as the unmet cre it  eman   hich is finance  
 through informa  channe s   hus a ternate financing channe s a ong  ith  igiti ation are the 
 nee  of the hour for MSMEs   n to ay’s scenario ease of  oing things is  rioriti e  an  time 
 in este  is  uite  a ua e   here is a nee  for so utions that increase efficiency an  at the 
 same time are sustaina e


Trade and Finance go hand in hand as processes, hence combining them is an obvious 
 ste  for ar   his ma es for a smooth   his ma es for a smooth an  effort ess e erience 
 for those in o e   he use of  igita  techno ogy has ha  a huge ro e in the  e e o ment 
 of  tra e  finance  so utions   oc chain  is  the  ne t  frontier  for  tra e  finance   Each  oc  
 contains a cry togra hic hash of the  re ious  oc  a timestam  an  transaction  ata an  
 thus  a  oc chain is resistant to mo ification of the  ata  Some of the techno ogies that 
 financia  institutions are e oring in  arious  omains is to  igitise the  en ing  rocess using 


oc chains
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MSME: The Road Ahead


India’s micro, small and medium enterprises (MSME) sector, known as its engine of growth, 
 contri utes    er cent of its  D     er cent of e orts  em oys o er   mi ion  eo e 
 an  creates near y   mi ion jo s e ery year   he entre reneuria  gro th an   e e o ment 
 they contri ute are not restricte  to the ur an areas on y   f the   mi ion MSMEs     er 
 cent are  ase  in rura   n ia


ut the a sence of a e uate an  time y  an  finance  high cost of cre it  non a ai a i ity of 
 suita e techno ogy an  o er regu ation im e e the gro th of this sector


he  n ian  go ernment  has  rea ise   the  crucia   ro e  aye   y  MSMEs  in  economic  an  
 socia   e e o ment   t is committe  to their gro th an   e e o ment an  enhancement of 
 their competitiveness so that these enterprises contribute to accelerate the expansion of 
 ro ucti e em oyment in the country   he go ernment is formu ating  o icies an   esigning
 implementing support measures in disbursal of credit, technological upgradation, marketing, 
 entre reneurshi   e e o ment  etc  an  un erta ing effecti e a ocacy for these  ur oses  
 Some of the initiati es ta en  y the go ernment inc u e:


Enactment of the Micro  Sma  an  Me ium Enter rises De e o ment  ct     hich 
 aims to faci itate the  romotion an   e e o ment an  enhance their com etiti eness


reation of the  yami  e ine  the ca  centre of the ministry of MSME  to satisfy the 



(39)ong fe t nee  for a sing e oint faci ity for MSMEs for a  i e s ectrum of information 
 an  access to  an s an  other MSME re ate  organisations


•  Signing of long-term agreements with several countries Tunisia , Rwanda, Mexico, 
 e istan   esotho  Sri  an a   geria  Su an   ote  oire an  Egy t to o en  oors for 
 ne  o ortunities for the  n ian MSME sector  y  ay of ne  mar ets  joint  entures  
 sharing of  est  ractices an  techno ogy co a orations  etc


•  Announcing a comprehensive package for promotion of micro and small enterprises, 
 comprising several proposals for providing requisite support to MSMEs in areas relating 
 to  cre it   c uster ase   e e o ment   infrastructure   techno ogy  an   mar eting   he 
 ac age a so  ro i es a thrust on ca acity  ui ing of MSME associations an  su ort 
 to  omen entre reneurs


aunching of the  ationa  Manufacturing  om etiti eness  rogramme  M   hich 
 is the no a   rogramme to  e e o  g o a  com etiti eness among  n ian MSMEs


•  Setting up of a task force to reflect on the concerns and issues and formulate an agenda 
 for action   he tas  force c assifie  the common issues into si  major thematic areas 
 cre it  mar eting   a our  reha i itation an  e it  o icy  infrastructure  techno ogy an  
 s i   e e o ment  an  ta ation   t then constitute  se arate su grou s for  etai e  
 e amination of each  Recommen ations of the tas  force are  resent y in the  rocess 
 of  eing im emente


MSMEs a so nee  to  e erage information an  communications techno ogy   not on y 
 to faci itate communication  ut a so to gain a com etiti e e ge an  im ro e efficiencies  
 o e er  sur eys an  stu ies con ucte   y  rice aterhouse oo ers sho  huge ga s in 
   e oyment for  n ian MSMEs   he cha enges face  in   a o tion  y MSMEs inc u e 
 suita i ity  of    a ications   rice  affor a i ity  an   s i   sets  an   training  issues   hese 
 cha enges ha e s urre    firms to thin  out of the  o  to create  ro ucts an  ser ices that 
 are more re e ant  affor a e an  a ress the rea ife cha enges of the MSMEs   om anies 
 i e  oog e   ma on  an  Sa esforce com ha e come u   ith c ou  com uting so utions to 
 ea   ith  ata storage  sca a i ity an  com utation issues for MSMEs that  oo  for more 
 affor a e   so utions  Simi ar y   n ian M s ha e come u   ith ne  integrate  offerings 
 of har are  net or  an  consu ting for MSMEs


ast   ut not  the  east  the im ortance  of  a ro riate financing  for ensuring  sustaina e 
 gro th of MSMEs cannot  e o er em hasise  Ste s nee   e ta en to a o   an s to achie e 
 the  riority sector  en ing targets  ith  ery  o   e e s of ris   ne  ay for MSMEs to signa  
 their credit worthiness is also to acquire a credit rating from an independent credit ratings 
 agency


hi e initiati es of the  in  mentione  a o e are necessary  it is a so im ortant for MSMEs to 
e ma e a are of the faci ities concessions incenti es a ai a e to them   t is a so im ortant 
to gi e  i e  u icity to stories of successfu  com anies an  the cha enges o ercome  y 
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