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President’s Message
Dear Readers,
Looking back
As the year winds to a close it is time for a little bit of introspection and analysis which is
normally very difficult to do when you are in the middle of action.
Looking back there are a few things COSIA can be proud about this past year:
a)
On the GST front, through our actions, we continued to be on top of the game this
year, as well. The work involved, educating entrepreneurs, identifying problems, bringing it
to the attention of the Finance Ministry and being instrumental in the resolution of some of
the issues.

Dr. M R Khambete
President of COSIA

b)
The launching of the Vidarbha Chapter of COSIA and its purposeful activity
thereafter, in the interests of the entrepreneur's community there, was truly one of the highlights of the year.
c)
The continued success and expansion of COSIA Skill Development courses which was topped off with Course
completion certificates being awarded to 75 candidates from 4 batches of “Accounts Assistant & Tally Operator Course”
and 1 batch of “Computer Hardware & Networking Course”.
TISA on an upward trajectory
The magazine continues to be our most potent means of communication with our members scattered over the length and
breadth of India. We would also like to clarify to all entrepreneurs and associations the thinking that goes behind the
contents of this magazine.
General & Regional: Though COSIA is headquartered in Thane we make every effort to ensure that TISA has an all- India
flavor. Keeping in mind that entrepreneurs across India are our readers, we tend to take up issues which have general
appeal, while at the same time providing news of regional interest.
Showing the future: We try to be one step ahead, in the sense of focusing on Automation or Artificial Intelligence or
Africa-The Last Frontier as a way of keeping our entrepreneurs in far-flung areas or pre-occupied in day-to-day drudgery,
abreast of what is likely to come or opportunities they may only be vaguely aware of, but not in much detail.
Knowing the subject: We are mindful of the fact that our membership consists of a large number of industry
Associations and keeping them well-informed on the larger issues of the economy, legal and tax issues pertaining to
MSMEs is very important to enable them to take these up sensibly with local and State authorities.
Firing the Imagination: We are conscious that MSMEs are going to have to play a very important role, if India is going to
become an economic Superpower in the next 20 to 30 years. For that to happen thousands of entrepreneurs and wouldbe entrepreneurs will need ideas and information which will fire their imagination and spark off the kind of innovation
which is needed to be at the cutting edge of technology.
Informing the decision-makers: Finally, we hope that the politicians and bureaucrats, who are the decision-makers,
gain a better understanding of the stupendous contributions of our entrepreneurs to iron out policies which will create an
enabling environment for industry and services to take off.
Dr. M R Khambete
President, COSIA & TSSIA
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EDITORIAL

Of This and That...
MOBILE AIR TRAFFIC
CONTROL TOWER
Bokaro Steel City Airport in
Jharkhand is the first to get
Airport Authority of India's
Mobile Tower for Flights
under the regional
connectivity scheme
popularly known as UDAN.
For the first time in the
country, the landing and
take-off of the plane will be
handled through mobile Air
Traffic Controller (ATC) in 31
remote airports to cut
operational cost. Instead of
constructing new ATC tower
at every airport, AAI will
purchase mobile ATC towers
to manage flight operations
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at different airports.
The tower will be placed on a
vehicle and will have one to
four controller positions apart
from communication and
control systems, required for
the movement of plane. It will
also have radar, voice

recorder and meteorological
system. AAI has obtained
eight trailer-mounted towers
for Rs 64.6 crore from MSM

Martin Company Slovakia,
Slovak Republic. The initial
eight which have been
obtained will be utilised in
B i l a s p u r, A m b i k a p u r,
Jagdalpur, Jeypore, Utkela,
Vellore, Bokaro and Mithapur
(Gujarat).
“Under the Regional
Connectivity Scheme, we
will have flight operations
for limited hours so there is
no requirement for
permanent structure,” said
AAI Chairman Guruprasad
Mohapatra. The ATC staff
along with the tower can
travel to these remote
airports and come back after
completing the flight
operations. The staff will also
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EDITORIAL
be deployed from nearby
operational airport.”
BRAHMOS MISSILES FOR
T H E I N D I A N N AV Y ' S
STEALTH FRIGATES

The Defence Acquisition
Council (DAC), the Ministry's
highest decision-making
body on procurement, has
given the green signal for the
procurement of Brahmos
Missiles for the Indian Navy's
Stealth Frigate.
In October 2016, India and
Russia signed an InterGovernmental Agreement
(IGA) for four Krivak or Talwar
stealth frigates - two to be
procured directly from Russia
and two to be built by Goa
Shipyard Limited (GSL) and
the commercial deals were
signed recently.
The indigenously designed
BrahMos Missile is a tested
and proven supersonic cruise
missile and will form the
primary weapon-on-board

10 TISA - DEC 2018

these ships. The Brahmos
Missile has a range of 450
kms and efforts are on to
extend it to 600 kms.
The basic structures of two
frigates are ready at Yantar

shipyard in Russia and will be
finished now that the $1
billion deal is done. In the
meanwhile, Goa Shipyard
Limited (GSL) signed a $ 500
million deal with
Rosboronexport of Russia for
material, design and
specialist assistance to build
two frigates in India. The
ships are expected to be
delivered by 2027.

INDIA'S FIRST INLAND
VESSEL WITH CONTAINER
CARGO
It was a historic first, as the
first Indian inland container
vessel MV RN TAGORE
slipped out from Kolkata to
Varanasi with 16 containers
which is roughly equal to 16
truckloads with PepsiCo
(India)'s consignment of food
and snacks. On its return
journey it will carry fertilizer
from IFFCO.
The trip to Varanasi took eight
to nine days. Waiting at the
other end at Varanasi was the
Prime Minister Narendra
Modi who inaugurated
India's first Multi-Modal
Terminal as part of the
Centre's Jal Marg Vikas
Project, for the development
of the river between Varanasi
and Haldia for navigation by
large vessels.
The government is
developing National
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Waterway-1 (River Ganga)
under (JMVP) from Haldia to
Varanasi (1,390 Km), with
technical and financial
assistance from the World
Bank, at an estimated cost of
Rs 5,369 crore. The project
would enable commercial
navigation of vessels with a
capacity of 1,500-2,000 DWT

WHAT A DRONE!
THE
THINGS YOU NEED TO FLY
The Director General of Civil
Aviation has finally
announced its policy for
remotely piloted aircraft
(RPA) or drones which come
into effect from 1st
December, 2018. The policy

all need to be registered
before commencing
operations.
How to register?
The owner of a drone will
have to register on
www.dgca.nic.in and get a
unique identification number
for which the fee is Rs.1000.

According to Chairman Pravir
Pa n d e y o f t h e I n l a n d
Waterways Authority of India
(IWAI), the cost for river
transport eventually worked
out to Rs 2 per tonne per km.
Besides it offers safety from
pilferage and is kind on the
environment.
A trial run of 25 Maruti Cars
which was delivered in 7
days in 2016 was not really
economical. But now a ship
designed in Germany, which
is being built to transport 350
cars at a time and will make it
commercially viable.
The Ganges which has been
worshipped through
millennia, only to be treated
as a gutter in the 20th
Century, looks like it will not
only regain its purity under
the “Namami Gange
“Scheme, but will also
acquire a new significance.
Apart from its spiritual
significance it will now carry
India's development on its
back.

also stipulates that RPAs shall
be flown only by someone
over 18 years of age, having
passed 10th exam in English,
and undergone ground/
practical training as
approved by DGCA.
What needs to be
registered?
Nano drones weighing less
than 250 grams don't need
registration.
The rest, that is:
- Micro drones weighing
more than 250 grams up to 2
kg need registration.
- Medium drones weighing
up to 150 kgs.
- Large Drones weighing over
150 kgs

You need address proof, a
permit from the police and
the Telecom Department.
Cost of new Unmanned
Aircraft Operator Permit
(UAOP) is Rs.25000 and
renewal thereafter will cost
Rs. 10000. The exception to
the requirement of UAOP are:
Nano RPA operating below
50 feet (15 m) in uncontrolled
airspace / enclosed premises.
Micro RPA operating below
200 feet (60 m) in
uncontrolled airspace /
enclosed premises – but will
need to inform local police 24
hours prior.
RPA owned and operated by
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NTRO, ARC and Central
Intelligence Agencies but
after intimating local police.
The DGCA has to issue the
UAOP within seven working
days provided all the
documents are complete.
This UAOP shall be valid for
five years and not

capitals and other regions
marked as "strategic
locations/vital and military
installations" come under the
'No Drone' Zones.
It also cannot be operated
from a mobile platform such
as a moving vehicle, ship or
aircraft. Eco-sensitive zones
around National
Parks and Wildlife
Sanctuaries are offlimits without prior
permission.

transferrable.
Before operating, the UIN
must be marked on a fireproof plate and installed on
the drone.

RPAs cannot be
flown within 5 km
of the perimeters of
the airports in
Mumbai, Delhi,
Chennai, Kolkata, Bengaluru
and Hyderabad and within 3
km from the perimeter of any
other airport.

Where can you fly?
Airspace is divided into three
different zones.
Red Zone where no flying is
permitted.
Yellow Zone, which is a
controlled airspace where
prior permission is required.
Green Zone which is basically
free, uncontrolled airspace.

It cannot fly within
“permanent or temporary
Prohibited, Restricted and
Danger Areas” and within
25km from international
border which includes the
Line of Control (LoC), Line of
Actual Control (LAC)
and Actual Ground
Position Line (AGPL).

Restrictions
Areas around airports, the
international border, Vijay
Chowk in New Delhi, State
Secretariat complex in state

It cannot fly beyond
500 m into sea from
the coast line and
within 3 km from the
perimeter of military
installations.
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All drones, other than in the
Nano category, shall apply to
DGCA for import clearance
and based on that Directorate
General of Foreign Trade shall
issue license for import of
RPAS.
BOGIBEEL BRIDGE -INDIA'S
LONGEST ROAD CUM RAIL
BRIDGE
2nd December, 2018 was a
historic day for the Indian
Railways as the first-ever
freight train made its way
across the Bogibeel Bridge
The Bogibeel bridge is a
combined road and rail
bridge over the Brahmaputra
river in Assam between
Dhemaji and Dibrugarh. The
4.94 km. bridge is the longest
rail-cum-road bridge in India.
The bridge opened on 2nd
December 2018.
The b ri d g e sp ans t he
Brahmaputra river and will
connect the town of
Dibrugarh in the south to
Dhemaji to the river's north.
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The bridge is located just
over 20 km away from the
Assam- Arunachal Pradesh
border and is thus expected
to act as an alternative to the
Kolia Bhomora Setu, Tezpur
in providing connectivity to
nearly five million people
residing in Upper Assam and
Arunachal Pradesh.
The journey between
Dibrugarh and Arunachal by
train meant a 500 kms detour
travelling via Guwahati,
which will now be cut short
to 100 kms.
Due to its location, the
bridge will be of strategic
importance to India as it will
significantly enhance
India's ability to transport
troops and supplies to its
border with Tibet in
Arunachal Pradesh. Being
located in an area of intense
rainfall, construction was
significantly slowed down by
the fact that construction
largely takes place only
during a period of four dry
months between November
and March.
The Bogibeel bridge has 39
spans of 125 m and a
superstructure of composite
welded steel truss and
reinforced concrete. It is
designed to carry a double
line 1.676 m broad gauge
railway on the lower deck
and 3-lane roads on the
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upper deck.

introduce products.

VOLKSWAGEN'S SECOND
COMING TO INDIA

It stems from a need to arrest
the declining trend in sales.
According to data from
industry body Society of
Indian Automobile
Manufacturers (Siam), Skoda
India reported 1.48% decline
in sales to 9,919 units
between April and October,
while VW India sold 21,367
units, witnessing a 24.3%
decline, compared to the
year-ago period.

Volkswagen Group in India
claims a virtual second
coming to India with a 1
Billion Investment.
The company aims to achieve
close to 95% localization on
vehicle parts within six
months of launch. Skoda
India also aims to double its
dealership count from the

Six new products have
been announced on the
Indian version of the MQBA0 platform (Modular
Tr a n s v e r s e M a t r i x
platform). The first few
products will only chart the
path for future products.
current 67 by 2020. Work has
also begun on the
development of two
products for each brand, and
200 engineers have already
been hired for the new
design and development
centre in Pune.

For starters a mid-sized
Skoda sport utility vehicle
(SUV) will be built and
launched on the new
platform by 2020. The
second will be the Indian
version of VW's T-Cross
compact SUV. Two more
sedans will follow.

This fresh initiative focuses
o n i n c r e a s i n g
competitiveness of
Volkswagen and Skoda by
localising manufacture,
improving customer
satisfaction and cost
rationalization, besides
deciding on the right time to

Volkswagen will invest
₹8,000 crore through Skoda
Auto India as the two brands
seek a combined market
share of 5% by 2025. Skoda
and VW will, however,
maintain different identities
in India.

FINANCE

BUSINESS PLANNING
V/S FINANCIAL PLANNING
Ramas Krishnan
Do SMEs need any financial
planning?
Financial planning is such a
nice sounding, responsible
term. Like most plans, it fails
almost as soon as we finish
our planning.
So, what are financial
plans? What are the prerequisites for a plan to
work?
Financial planning in its true
perspective refers to a longterm approach to one's
financial goals. It takes into

account investments, asset
creation, planned spends,
returns and capital building. It
also reviews when and how
the money can be best put to
use.
But, the starting point and an

essential ingredient to all of
this is…. you guessed it
right…. Finance!
At the cost of committing harakiri, let me say that most SMEs
really do NOT need financial
planning. Financial planning is
mixed up with many things
and is rarely done right.
Then what do we really
need?
Before we jump to any
conclusions, let's understand
what we are talking about
through an example at an
entrepreneurs meet.
TISA - DEC 2018 15
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Rakesh and Palani were
animatedly discussing
differing points of view about
financial planning.
Both were business owners
and eager to grow. Both were
forward-looking and
analytical businessmen,
always ready to try the next
new thing.
The issue at hand was about
cash flows and financial
planning. Palani was wanting
to hire a new consulting
company to manage their
finances. His challenge was
that in spite of growth or
perhaps because of it, they
were permanently into cash
flow challenges. Unlike
Rakesh, Palani was into the
services sector. He believed
he did not have enough
stocks and assets to leverage
like Rakesh.
However, Rakesh's point was
that when cash was already
in short supply, why spend
more on a financial
consultant. His argument was
that the challenge was in the
business, not in the finance.
What is the difference, the
other entrepreneurs who
were part of the discussion,
wanted to know? Does this
sound familiar?
What really needs Planning
– Finance or Business?
On paper, a business is
16 TISA - DEC 2018

healthy, but on-hand, the
cash is in short supply.
Actually, finance is rarely in
short supply…but, the
business processes that
generate it are not always
working in sync. So, what
needs planning - Finance or
the business?
Most SMEs struggle to find
money in their business even
to run operations. They are
constantly caught in firefighting and spending

monies that are yet to be
received. Borrowings are
used to keep the fire burning
in the kitchen and often, long
term funds are used for short
term uses. They invest money
into the business, without a
clear idea of when and what
returns will accrue. Many
Business Owners cannot give
a reasonable answer to the
question of Return on Capital
invested.
Differentiate between the
symptom and the disease
When we are caught-up with
cash flow management, we
need prudent business
planning before we need

financial planning. Cash flow
challenges are the mere
symptom of a disease which
cannot be solved by working
with finance alone.
We need to solve the root
cause which lies in the
business cycle – prices,
margins, billing terms,
deliveries, lead times, costs,
payment terms, and so on.
This needs some tough but
correct decisions in the
business and we need to wait
a few cycles for the business
to stabilize. Predictability and
stability are key to the
process, before an Owner
starts working on the
financial planning goals.
The risk of financial planning
done in isolation is that the
focus shifts to quick, short
term actions which often hurt
the long-term goals. For
example, actions like
delaying payments, picking
up wrong orders, re-valuing
stocks, cost cutting etc., if
done in a knee-jerk fashion
magnifies the side-effects of
financial prudence.
So, what blocks us from
financial stability?
As with any plan that fails, it
has to do with lack of
alignment between what we
really want and the habits we
need to make it happen.
Human nature is to do what is
easy or looks good, rather
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than what is right. This often
leads us down a path which
defeats the very purpose we
start off with. This is specially
so with anything to do with
“planning”.
We like planning, but hate
execution. So, we are not
always prepared to do the
things that make the plan
successful.
Focus on the business -The
money follows

teams to follow.
Financial Planning – Stepby-step
A deliberate attempt to start
financial planning is to
ensure that your accountant
prepares a cash flow
statement, emanating from
an annual business plan. The
format or the accuracy of the
statement does not matter
when you begin.

Money is a result of good
business decisions. So,
focus on the business
before you focus on the
money. As it is so well said,
O r d e r s a r e v a n i t y,
Revenues are sanity, but
Cash is reality.
Review the key steps that
impact cash generation –
order pricing and terms,
delivery lead times, purchase
lead times, variable costs,
vendor terms and
receivables. Quite often, the
real culprits are our decisions
related to customer
qualification, product mix
and delivery priorities.
In our eagerness to increase
the billing month-on-month,
we accumulate receivables
and spend money on
expediting wrong things. The
right approach lies in
reviewing policies upfront
and setting some rules for the
18 TISA - DEC 2018

emerged that three of Palani's
key customers were
constantly delaying his
payments. They contributed
well over 40% of his revenues
and were great relationships.
So Palani was always wary of
chasing them.
His friends advised him to be
upfront with the customers
and seek a 30% advance.
A c t i n g o n i t , Pa l a n i
discovered that they were
quite agreeable to it once
they knew the situation.
After all, that is the reward
for great service.
This one act of focus eased
an on-going worry and
allowed Palani to work on
better things for his
business.

Start with what you get and
then, review it diligently
month after month with your
key team members across
sales, purchase, operations
and finance. Take small
actions to align plans with
actuals…monitor it.

It is an important lesson that
what we measure, gets done.
So, be careful to chase the
right things and review them
incessantly. And once you
start making money, you are
ready to really start your
financial planning.

You will see magic start to
happen in a few months and
people will align their actions
to cash generation, as
opposed to merely billing and
fire-fighting!

Ramas Krishnan is an original
management thinker who
heads Aspire Infinite, a
consulting firm based in
Mumbai and The Alternative
Board, India, a peer advisory
board, which works
exclusively with Owner
Managed Businesses in 18
countries across the world.
(ramas@aspireinfinite.com)

How things fall into place
Back to the story. After some
intense discussion, it
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MSMEs - INDIAN ECONOMY'S
STEP-CHILD
When the Finance Minister
announced the launch of a
new portal to fast-track loans
for micro, small and medium
enterprises with a promise to
approve funding up to Rs.1
crore in 59 minutes you could
have heard a pin drop.

successive Governments, and
a licence-permit Raj which
refuses to go away. Yes, even
with so-called liberalization in
1991 and a supposedly
rightist Government in the
saddle.

What's this 59-minute loan all
about?
An MSME can avail a business
loan from Rs.1 lakh to Rs.1
crore through the internet at
www.psbloansin59minutes.
com

No whooping, no loud shouts
welcoming this unbelievable
announcement. You cannot
blame entrepreneurs for
reserving judgement and
remaining cynical. 70 years of
disappointment with
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You don't need to pay any
registration fees.
Yo u n e e d y o u r G S T
Identification Number and
User Name to upload your
Income Tax Return and Bank
Statements for the past 6
months, along with details of
the Directors / Partners /
Proprietor and the loan
required.
Once an MSME fills up the
application form online and
submits the required details,
a single gateway will
integrate platforms that will
help per form back-end
checks with the Ministry of
Corporate Affairs and credit
information bureau for fraud
and product checks before
the loan is sanctioned.
Any borrower whose
proposal matches with the
products of lender Banks and
wants to receive an InPrinciple approval will be
required to make a nominal
payment of Rs. 1,000 +
A p p l i c a b l e Ta x e s . T h e
borrower will be shown a list
of Banks with whom the
Application got matched and
the Borrower can select
her/his preferred lender.
The In-Principle approval is
given, based on the data
provided by the borrower.
After offering In-Principle
Approval, the preferred
lender (as selected by
20 TISA - DEC 2018

borrower) will conduct a
thorough due diligence and
decide on whether to
Sanction/Disburse the
Proposal. The final decision
will be at the lender's
discretion
Even if the borrower does not
have collateral security,
she/he can avail business
loan through the portal under
CGTMSE scheme.
The loan eligibility is
determined by one's
income/revenue, repayment
capacity, existing credit and
any other factor set by lender.
Generally, post in-principle
approval, the loan is
e x p e c t e d t o b e
sanction/disbursed in 7-8
working days.
Is it working? What's good
about it?
Many MSMEs, made cynical
by years of neglect, delay and
corruption are inclined to

trash it. But many changes
have occurred incrementally,
rather than all at once. So
patience!
The very fact that the
Government has cooked up a
scheme like this, indicates,
both to the Bank and MSMEs,
that an attitudinal change has
occurred.
Secondly, an impersonal
algorithm doing the number
crunching and giving prima
facie approval is a powerful
force for quicker assessment
and faster disbursement by
Banks. It also equips the
Borrower with very valid
reasons to pursue his loan
application in case of delay.
Providing an option to the
Borrower to borrow from the
Bank of her/his choice may
not be strictly practical. But
again, it is the signalling of
“informed choice” for the
Borrower that makes it very
important.
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Anecdotal evidence from
Banks indicates that so far
there is no flood of
applications. Loans are being
sanctioned online but it is
apparently taking around 15
days for the selected Bank to
do the verification process
and be ready for
disbursement.
By linking online loan
approvals with GST and tax
returns, the Government
wants to reward those who
are part of the formal
economy. Funding small
businesses through schemes
like MUDRA is also a
priority for this
Government as it sees
them, as an engine of
growth and a
generator of jobs.
Several new
initiatives include,
ranking states on
financial inclusion,
plus a mobile app to
help consumers
locate the closest
bank branches and
ATMs. Banks have been
asked to provide banking
facility to 8,800 villages
across the country, which
currently do not have any
touch point in a 5-km radius.
Looking back - MSMEs role
in India
MSMEs account for more
than 80% of total industrial
22 TISA - DEC 2018

enterprises, employing an
estimated 117 million
people. They contribute more
than 40% to manufacturing
output and exports. MSMEs
are widely distributed across
low-income states and over
50% are rural enterprises.
This makes MSMEs a
powerful force for inclusive
economic growth and
poverty reduction, which are
important national aims. But
the way mandarins of the
Finance Ministry and our
Banks have treated MSMEs in
the last 70 years, one would
hardly think so.

Step-child of the Indian
Economy
MSMEs have consistently
outpaced India's GDP and
have been significant
contributors to employment,
poverty reduction and
economic growth. But they
have received very
inadequate support in terms
of finance from Banks.. The

MSME census of 2006-07
found that about 87% of
MSMEs in India did not have
any access to finance and
were self-financed.
One facet of the problem has
simply been the cornering of
bank credit by large
corporates. Of the ₹26 lakh
crores lent by Indian banks to
industry, large firms have
taken away ₹21.5 lakh crore
or about 83 per cent of those
loans.
Most MSMEs have relied on
their own funds or finance
through relatives and
friends or through Cooperative Banks. Many
have horror stories to
relate regarding
endless delays and an
uncaring bureaucracy
at nationalized Banks,
and private Banks
would not touch them
with a barge-pole.
If we discount this,
genuine reasons for the
disconnect could be
that Banks perceive lending
to small businesses a
relatively risky proposition
and have adopted
conservative policies to
minimize both credit risk and
cost of delivery. Many of
these businesses are in the
informal segment, lacked
proper documentation and
liquid collateral, making
underwriting difficult for
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banks. For risk-averse
Bankers, financing formal
and medium sized
enterprises was far safer.
What is constricting flow of
finance to MSMEs?
The big problem is NonPerforming Assets or NPAs
which is a nice term for the
bad loans of Banks.
It stood around Rs.4 lakh
crores in 2014 when the
present Government took
office and had risen to
Rs.10.5 lakh crores by the
middle of 2017 because
under the then Governor of
the Reserve Bank of India
they had instituted new
norms for identifying stressed
NPAs.
In December 2015, the RBI
initiated an asset quality
review (AQR) to ensure banks
were taking proactive steps
to clean up their books,
listing 150 borrowers that
were to be downgraded as
N PA s . G r o s s N PA s o f
scheduled commercial banks
rose from Rs 3.23 lakh crore
at the end of March 2015 to
Rs 6.1 lakh crore by March
2016 and Rs 10.4 lakh crore
by March 2018.

medium enterprises (MSME)
industry, credit actually
shrank.
“Even to the large industry,
the growth of credit came
down to 1% and 2 ½% in
some months, and even
negative in some quarters.
Never had we seen such a
continuous and persistent
year upon year deleveraging
of credit,” NITI Aayog, ViceChairman Rajiv Kumar said.
“This is the cause of
slowdown of growth.”

Enter S. Gurumurthy - A
champion for the MSMEs
What S. Gurumurthy is saying
today as a part-time Director
on the Board of the RBI is
nothing new for him.

Government compensated
for this by ramping up public
capital expenditure, using the
oil revenue bonanza in
boosting capital expenditure
while maintaining fiscal
prudence.

In 2014 he has been reported
as making a strong pitch for a
separate financial
architecture for small and
medium enterprises in India.
According to him there were
20 million small financial
institutions in India which
were financing small
businesses and the Banks
needed to lend to them at a
cheaper rate. The cost of
funds needed to be made
cheaper by Banks lending to
small financial institutions at
10-12%.

“So, it has been because of
the government that you
have now seen a rise in the
quarterly growth rate since
the second quarter of 201718,” he claimed.

He felt government must
provide wholesale financing
and retail financing must be
done by a small business
finance corporation, which
the government should

Rising NPAs not only stalled
credit disbursal to the
industry in general but in the
case of the micro, small and
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r e g i s t e r s e p a r a t e l y,
considering that barely 5% of
the non-corporate sector was
getting finance from the
Banks and Banking sector.
What he is saying today is no
different.
Government and the Banks
need to be on the same
page for MSMEs

Rules that limit access to
finance for small businesses
will have serious implications
for the Indian economy. There
is a strong case for the
Reserve Bank of India (RBI) to
improve banks' lending
capacity by easing
regulations, as small
businesses, the lifeline of the
countr y's economy, are
starved of funds

According to Gurumurthy the
key challenge today is
access to credit for small
businesses, which play a
crucial role in the
economy. He says:
1) All listed companies
contribute only 5% of
India's economic output.
All unlisted and listed
entities put together
account for only 15% of
the countr y's gross
domestic product (GDP).
2) MSME’s account for half of
the countr y's economic
output and 90% of
employment and 70% of
exports.
Consequently, 50% of the
economy which is the
economic lifeline of India, is
starved of money.
Unlike the US, where
businesses prefer to raise
capital from the stock market,
the main source of funds for
businesses in India are banks.
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Ease the capital adequacy
parameter for banks and
lending restrictions on certain
weak banks.
Improve the liquidity for nonbanking finance companies,
a key source of funds for
micro, small and medium
enterprises (MSMEs).
Frame Capital adequacy
norms with the big picture in
mind
We have to align our rules to
the Basel rules. Not more.
This should be looked upon
as a bank-driven economy,”

he said, arguing that the
minimum total capital to be
maintained by banks as a
share of their total riskweighted assets (RWAs) need
to be lowered to 8%, against
the RBI mandated 9%. This,
he said, will enhance banks'
ability to lend.
“We are doing more than
what Basel mandates and
banks have less money to
lend. Why should we?
When problems do not
exist, we create them
ourselves,” he said.
Once money is released to
this sector, growth rate,
consumption, and
investment will pick up
because it is a bottom-up
economy. A new thinking
is needed. We have to be
rooted to the ground,”
said Gurumurthy.
Is there another view to
this issue?
Here is Raghuram Rajan,
former Governor of the
Reser ve Bank of India
speaking in 2015 on the
business opportunity of
lending to MSMEs.
"Lending to MSME
entrepreneurs, especially in
e-commerce space makes a
strong business case for the
banks, given the changing
dynamics in the economy,
such as, demographic
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patterns; urbanization
trends; increasing disposable
income and dependence on
technology platforms;
growth in internet user base
and availability of easy
payment options.”
“With continuous
handholding of MSME
entrepreneurs, bankers can
help them sell their products
on e-commerce space and
reach a huge market space
without having brick and
mortar presence,” he said at
t h e To w n H a l l , t h e n ,
organised by the RBI.

should refrain from setting
ambitious credit targets, he
said.
Rajan said credit targets were
sometimes achieved by
abandoning appropriate due
diligence, creating the
environment for future NPAs.
"Both MUDRA loans as well
as the Kisan Credit Card,
while popular, have to be
examined more closely for
potential credit risk. The
Credit Guarantee Scheme for

the NPA crisis and trying to
resolve it.
Uday Kotak, of Kotak
Mahindra Bank also shares
Rajan's views.
"If you and I spoke in 2011-12
about project finance and
large corporate loans, I was
the one who raised concern
about fundamental credit
worthiness of some of these
large project finance loans. I
am today raising similar
concerns over fundamental

“Financing of micro, small
and medium enterprises
(MSMEs) across the world has
become very significant in
recent years,” he said, while
addressing MSME
entrepreneurs, who were
also suppliers for e-commerce
like Amazon, Snapdeal and
FlipKart.
What Raghuram Rajan is
now saying about MSME
Finance
The next build-up of nonperforming assets (NPAs)
could be in the loans to
medium and small
enterprises (MSMEs) under
the SIDBI-run credit
guarantee scheme, he
warned. The government
should focus on sources of the
next crisis, and in particular, it
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MSME (CGTMSE) run by SIDBI
is a growing contingent
liability and needs to be
examined with urgency," he
said in a 17-page note to the
Parliamentar y Estimates
Committee, according to a
Bloomberg report.
The committee had invited
Rajan to brief it on the matter
after former Chief Economic
Advisor Arvind Subramanian
praised him for identifying

role of collateral valuers and
the real truth of those
valuations… I believe there is
a reasonable reason to
believe that there is
significant overvaluation of
collaterals across the banking
and finance industry,” Kotak
said.
Launched in 2000, the Credit
Guarantee Fund Trust for
Micro and Small Enterprises
(CGTMSE), now known as
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UDAAN, has recorded
cumulative guarantee
approvals of over 25 lakhs
with an aggregate loan
amount of over Rs 1,25,000
crore in FY 2016-17.
In June 2018, a joint study by
SIDBI and credit bureau CIBIL
had said that risky loans
worth Rs 1.2 lakh crore to
MSMEs in the system could
potentially create NPAs worth
Rs 16,000 crore by March
2019. However, NPAs were
actually moderating, but it
was too early to say that they
were bottoming out, it said.
But rising credit demand from
MSMEs, partly driven by
formalization of credit
demand is likely to keep the
overall NPA rate in this
segment in check, it said.
To tackle trade finance woes
of MSMEs, the government
announced in May this year
that it would double the
credit guarantee up to Rs
50,000 crore for 2018-19
under the CGTMSE scheme.
"We are allowing nonbanking financial companies
partial collateral, and this
year, unlike previous years
where we used to guarantee
a credit flow of Rs 19,00020,000 crore every year for
last three years, we plan to
cross Rs 40,000 crore, it may
touch Rs 50,000 crore,"
MSME secretary A.K. Panda
said.

Who is filling the gaps in
Bank finance?
In spite of having over 3,000
specialised branches that deal
with MSMEs, bank lending to
the sector has remained
lukewarm. According to RBI
estimates, the total
requirement of funds for SMEs
is around ₹26 lakh crore but
banks have provided just 40
per cent of that so far.
By some estimates India's 51
million MSMEs are facing a
credit shortfall of an
astonishing $400 billion. The
Indian government has been
trying hard to mobilize credit
and funding for this critical
sect or of t he nat i on's
economy, which is one of the
major sources of friction with
the RBI.
Not that the public sector
Banks and even the private
sector Banks are up to the task
even otherwise. The two
biggest reasons for the
financial exclusion of MSMEs

were their lack of a
comprehensive credit score,
and the long-winded and
difficult application process to
get a loan.
Even with a good credit score
MSMEs would still find getting
a loan difficult because of the
complex paperwork need,
visiting the Bank offices and
the long wait. Nor are Bank
Officers with targets to fulfil
very happy to deal with
MSMEs because of the small
ticket size and the risk
perception compared to larger
companies.
Dealing a lot in cash and not
having a long transactional
history denies them the kind of
credit ratings required and
automatically disqualifies
most MSMEs from getting
credit.
India's MSME entrepreneurs
are finding digital start-ups
and alternate lending
platforms to be the most
effective sources for credit.
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Evolving solutions to meet
MSME Financial needs
India is seeing the evolution
of various models to try and
fill this gap and to meet the
credit needs of the
unorganised sector. Nonbanking finance companies
(NBFCs) which are closer to
the ground see small
business finance market as a
great growth opportunity.
From a time when
finance was
mostly from one's
own savings or
f r o m f a m i l y,
friends and
relatives, the
entrepreneur
next reaches out
to moneylenders,
co-operative
B a n k s ,
nationalised
Banks, Private sector Banks,
NBFC's and most recently to
digital start-ups providing an
alternative lending platform.
The small business finance
market comprises of NBFCMFIs, large and old NBFCs
along with new NBFCs. The
aggregate Assets Under
Management of NBFCs
focussing on small business
financing is estimated at INR
33,000-35,000 crores.
Traditionally the lenders to
the under-served truck and
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transport system, NBFCs are
now gradually expanding
their lending to MSMEs.
Factors contributing to the
growth of NBFCs:
Stress on public sector units
(PSUs)
Latent credit demand
Digital disruption, especially
for micro, small and medium
enterprises (MSMEs) and

small and medium enterprises
(SMEs)
Increased consumption
Distribution reach and sectors
where traditional banks do
not lend
NBFCs as a force in MSME
financing
An article in The Hindu of
August 13, 2018 provides a
summing up of the
revolutionary change which is
taking place in MSME finance
through NBFCs:
If one adopts the definition of

an MSME as a unit with
investment of up to ₹5 crore in
plant and machinery… even
financing a truck operator who
owns 15 trucks (₹30 lakh each)
should qualify as a MSME
lending.
The scope and scale of funding
is wide, with both small
exposure of ₹5-20 lakh as well
as lending to enterprises with
a turnover of ₹100-1,000 crore
coming under the
umbrella.
The loans being
given to MSMEs
are mainly under
project finance,
equipment
finance, business
loan or loan
against property
( L A P ) .
Srinivasaraghava
n, MD, Sundaram
Finance, says that a majority of
what passes for MSME lending
is really LAP, where the
entrepreneur's residential
house is the collateral and the
risk is perceived to be lower. By
whatever name, the overall
quantum of advances by
NBFCs to these enterprises is
on the rise.
Key players
Companies such as Mahindra
Finance, Bajaj Finance,
Reliance Commercial Finance,
Fullerton India, JM Financial,
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Centrum Finance are among
the many NBFCs who are
expanding their MSME
lending portfolio. Fullerton,
for instance, has seen a
doubling of its MSME
portfolio in three years from
around ₹1,900 crore in FY14

to ₹4,150 crore in FY17.
Reliance Commercial
Finance's lending to SMEs
saw 8 per cent growth in
2016-17 to about ₹8,830
crore. For Mahindra Finance,
about 5 per cent of its nearly
₹44,000 crore loan book is
for SMEs.
Rakesh Makkar, Executive VP,
Fullerton India, said: “NBFCs
have become a major source
of working capital for small
and mid-size companies.
New-age NBFCs, with the
help of technology, are
redefining turnaround time
and product offerings. The
trend is picking up at a faster
pace as SMEs find this option
very convenient to access

funds easily and quickly.”
Ecosystem Lending

Covering the range - From
the biggies to the very
small

NBFCs are displaying a new
confidence in lending to small
businesses. Some of them
have begun cautiously,

Large NBFCs cater to
borrowers in both the formal
sector, who are able to
produce documented proofs

terming it as 'ecosystem
lending'.

of income, and the informal
sector. Large NBFCs such as
Sundaram, Chola, Bajaj and
Shriram, dominate the market
with over 90% of the
aggregate Assets Under
Management.

Mahindra Finance, for
instance, lends to MSMEs
that are suppliers of
components and parts to its
parent Mahindra & Mahindra
and other original equipment
manufacturers. This gives
them better visibility of cash
flow and the supply chain
dynamics that impact the
ability of the borrowers to
repay.
NBFCs are in a sense
supplementing what banks
are doing, although it would
be premature to say that they
will replace banks in this
sector.

Other players include NBFCs,
a number of whom have
partnered with Northern Arc
Capital, to focus on mortgage
loans or secured and
unsecured loans to small
businesses. Semi-formal and
informal sectors remain
largely under-served; this is
especially true when the loan
requirement falls below INR 5
lakhs.
NBFCs catering to the
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informal segment rely on
their ability to assess the
clients' income, develop
models to understand the
margins and cash flows of
local businesses, and have a
strong in-house process of
credit and security
verification. The number of
originators in this market and
their assets under
management is very small in
proportion to the demand –
presently, they collectively
manage less than INR 4000
Crore.
Microfinance has emerged as
a step forward in addressing
the challenge of greater
financial inclusion.
Some MFIs such as Grameen
Financial, Grama Vidiyal and
Ujjivan have started offering
Individual Loans to customers
with long-standing
relationships, while others
like Swadhaar, Arohan and
Utkarsh have created a small
customer base of individual
run micro enterprises.
Newer NBFCs, sensing
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opportunity,
have made
a foray into
S M E
lending
w i t h
innovative
business
models.
T h e s e
N B F C s
analyse informal records that
banks generally do not
accept, and conduct
background checks on
potential customers through
an exhaustive evaluation
process.
They have built unique credit
methodologies to undertake
cash-flow based assessment
of MSME financials, even in
the absence of conventional
income documents, by
assessing customers'
economic activity. Several
new players have entered the
market.
These new entrants are a mix
of new entities and offshoots

of existing financial
institutions. New NBFCs such
as Vistaar Finance, Kinara
Capital and IntelleGrow have
commenced business with a
focus on micro enterprise
lending, while others like
Shriram City, Bajaj Finance,
Religare Finvest, and Au
Financiers have leveraged
upon an existing branch
network and customer base.
L arge NBFCs including
Sundaram Finance and
Cholamandalam have
increased their portfolios in
mortgage and home equity
loans especially to small
enterprises.
Private Banks & NBFCs eat
into PSU banks' market
share'
Private Banks which took
some time to warm up, at
least to MSMEs at the upper
end of the scale, and NBFC's
who service the total range of
MSMEs, have ensured that
the share of the 21 public
sector Banks has fallen from

TISA - DEC 2018 31

COVER STORY
59.4% of MSME credit in June
2016 to 55.8% in June 2017
to 50.7% in June 2018
according to a quarterly
report by TransUnion Cibil
and SIDBI.
The overall credit to the
MSME segment grew 16.1
percent for the year to June
2018, it said, adding Public
Sector Banks reported a 5.5
percent growth, compared
with 23.4 percent for the
private sector competitors.

from last year's 14.5%, while
in case of private sector
banks, the ratio decreased
marginally to 3.9% from 4%.
There has been an increase in
the turn-around times (TAT)
for loan processing across all
the three segments of lenders
with an average of 26 days
for a MSME to avail credit
from the date of enquiry.

Better & Faster Service for
MSMEs
The PSBs' non-performing
assets (NPAs) from the MSME
book increased to 15.2 %
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Credit on the upswingMSMEs lapping it up
The liquidity challenges also
appeared to have receded
with improvement in the
working capital parameters
particularly the debtor
position which has declined
from 100 days as on March
2017 to 78 days as on March
2018, the study of a
representative set of 327
MSMEs with rated debt up to
Rs 25 crore conducted by
Acuite Ratings observed.

One reason is that 11 out of
the 21 Public Sector Banks are
under the Reserve Bank of
India's prompt corrective
action (PCA) framework
because of earning pressures
and net worth concerns,
which puts restrictions on
lending.
In the meantime, the share of
private sector banks has
grown to 29.9 percent in June
2018, against the 28.1
percent in the same month
last year, while the same for
non-bank finance companies
(NBFCs) has grown up to 11.3
percent from 9.6 percent.
What is more, they fare better
on asset quality, as well.

efficiency of the commercial
lending market," said
Mohammad Mustafa,
chairman and managing
director, Small Industries
Development Bank of India
(Sidbi).

The NBFCs' TAT has come
down to 18 days from the 24
days two years ago, while the
same for PSBs is down to 31
days from 41 days earlier.
Private sector banks process
loans in an average of 29
days now as against 32 days
two years ago.
"This finding signals a definite
positive correlation between
digitisation and increase in

Revenues of micro, small and
medium enterprises surged
by 27 per cent and operating
profit by 66 per cent in 201718, signalling that vibrancy is
returning to the sector after
challenges posed by
demonetisation and GST
rollout, according to a study.
"These figures reinforce the
belief that the MSME sector is
already on a recovery path
and should continue to
sustain the improved
performance in FY19, Acuite
Ratings CEO Sankar
Chakraborti said.
"SIDBI's MSME Pulse report
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jointly released along with
TransUnion CIBIL estimates
that 5 lakh new borrowers are
likely to tap the formal
borrowing channels in the
first half of 2018 as
compared to 4 lakhs in the
second half of 2017.

greater infusion of funds on
tap for MSMEs
The use of technology and
new methods of assessing

Increased competition &
technology is likely to
h e l p
b e t t e r
differentiation and result
in preferential rates and
terms for consistent
per formers among
MSME units.

Summing up
Af ter 7 decades of
restricted finance MSMEs
may finally see good
times with Private Banks
and Non-Banking Finance
Companies (NBFCs)
increasing their share of
MSME finance.
The present Government and
S. Gurumurthy on the Board
of RBI is likely to ensure a

Governmental pressure is
likely to see a downward
trend in interest rates for
MSMEs.

borrowers is already creating
enough pressure for the
Government & PSU Banks to
come up with the 59 Minute
Loan Sanction Scheme.
Continued low inflation and

Difficulty to believe for
MSME entrepreneurs
who spent a good part of
their lives, cooling their heels
outside Bank Manager's
cabins. But the winds of
change are blowing. The
elephant is on the move!
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TRANSFORMING THE MSME
EMPLOYEE – THE HOLY GRAIL!
Seshan Ranganathan
Not the best material to
start with
It is a fact that young men and
women who come for
employment to MSMEs do so,
not so much as a matter of
choice but because they
perceive they have no choice.
Normally it is because they
have fairly poor academic
qualifications, with very little,
if not zero job experience and
from an underprivileged
background. If they do have
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job skills or knowledge of a
discipline it is fairly
rudimentary; just enough to
get by.

is rationalised that for the
relatively cheap price one pays
in terms of salary, this is about
the best one can get.

In selecting the best out of
admittedly poor raw material,
the entrepreneur or HR
executive has no option but to
treat subject knowledge or
skill as the prime, if not sole
requirement. As the chances
of getting all-round desirable
character traits and other
qualities is minimal, it is often
ignored or given the go by. It

Employees needed to propel
growth
The employees are thrown in
at the deep end with the
normal MSME entrepreneur's
feeling that except for the
briefest of briefings or some
perfunctory training by a
supervisor an employee has to
learn on the job. After all, who
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taught the others? Or for that
matter the entrepreneur
herself or himself?
In the case of medium sized
companies, the chances of an
employer being innately
more progressive is high. In
the case of such companies
where the entrepreneur has
soaring ambitions for the
company, she/he is also likely
to understand that the
present crop of
employees may lack
subject knowledge/skills
and a variety of other socalled soft skills, which in
the olden days one
would call 'upbringing'.
This can be partly
overcome, by now
paying, attracting and
recruiting employees
who do not have the
limitations of the earlier crop.
But that is easier said than
done. The fact remains, that
the best young people go
abroad or take up
employment with
multinationals or large Indian
companies, and MSMEs come
last in the pecking order.
What is training for
MSMEs?
In most cases, there is no
conception of training as an
ongoing process, nor any
budgetary resources set aside
for training. It is all rather adhoc, with training being one
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among many activities
competing for the employee's
time and normally
accommodated with much
heart-burn.
The training is also ad-hoc, in
the sense that there is no
planned assessment of
training requirements for
each employee, followed by a
search for the right fit, in

Development courses etc. It is
difficult to know how much
these courses truly contribute
to making the employee
better equipped to handle
her/his job, as also advance
their career prospects within
their company or outside.
There is no before/after
evaluation which is done,
much less a long-term study
of the usefulness of
such courses. It is
simply presumed that
the employees have
benefited and by
extension the
company.
What are the usual
g r o u s e s o f
entrepreneurs?

terms of the course or Trainer.
It is more the accidental
discovery of a particular
training program and then
the ad hoc assignment of
employees. This is based on
perceived requirement and
the organisation's ability to
spare the employee for the
duration of the course.
So, people in accounts will be
routinely sent for Advanced
Tally training or GST, those in
HR will be sent for programs
on Labour Law or ESIS or PF
and those in Sales for courses
in Negotiation or How to
close a Sale and so on. Other
perennial favourites are the
s o f t s k i l l Pe r s o n a l i t y

Apart from poor
domain knowledge or
inadequate skills, some of the
complaints entrepreneurs
often voice regarding their
employees are:
- Not a self-starter. Has no
initiative
- Po o r c o m m u n i c a t i o n
abilities
- Simply does not report.
Have to dig it out of her/him.
- Lacks social skills and
confidence
- Poor at problem solving
- Doesn't think
If we are honest with
ourselves, we will accept that
entrepreneurs in general tend
to come from the more
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climbs the first few rungs of
the job ladder without
problems. So long, as the
entrepreneur and the
company remain fairly stable
without any great highs and
lows, the employee remains
comfortable.

privileged class in this
country, not necessarily in
terms of money, but in terms
of caste, educational and
cultural background etc. The
employees, again in general,
come from far less privilege
social, educational and
economic backgrounds.
If we list the contributory
causes to the deficiencies it
would be somewhat as
follows:
Parents and family in general
with poor or zero educational
backgrounds.
Education in schools with low
quality standards of teaching
and infrastructure.
A social structure in which
expectations and ambitions
are low.
Very little travel or exposure
to society at large, other
States, regions etc.
Poor exposure to culture in
the form of books, music,

dance, drama.
What is the consequence?
It is common and routine for
most entrepreneurs to see the
paper qualification or a
particular skill, say welding,
as mainly defining the
employee and to carefully
test the employee in this
regard. Of course, there are
brief questions asked
regarding the family, extracurricular activities, other
skills and interests. But this is
more a matter of routine and
to make sure, along with any
references produced by the
employee, that there is no
risk in hiring her/him.
The surprising thing is not
how often this ad-hoc hiring
fails but how of ten it
succeeds!
Youth, along with native
intelligence, curiosity and the
stimulation of a new
environment normally ensure
that the new entrant takes to
his job like fish to water and

It is only when things get
rocky for the company or the
entrepreneur sets his sights
high that problems start
surfacing. The people whom
the entrepreneur started out
with, who slogged for long
hours, worked loyally and
implicitly followed every
order and direction of the
entrepreneur are no longer
enough.

To get out of the rut the
company has fallen into or to
take the company to the next
level, cannot be
accomplished at the level of
the entrepreneur alone. The
stage when things could be
achieved through blind
obedience and sheer loyalty
are over.
What growing companies
need?
As the company expands
rapidly, it needs to add up
products, set up systems,
infuse dynamism in
marketing/sales, improve
quality standards, ensure
quick turnaround, slash costs,
spruce up management
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information systems and
speed-up decision making.
All of these, need not only
greater depth of domain
knowledge, but the ability to
adapt to a rapidly changing
environment.
A good part of the human
resources needed will
be from new hires,
but in the Indian setup where hire and fire
is not possible with
workers and there is a
definite cultural
reluctance to fire even
staff, there is often no
option but to forge
ahead with a mixed
bag.
In fact, though the Company
is growing rapidly, the fact
remains that the best
employees in the job market
continue to give MSMEs the
miss.
To “upgrade” the existing
employees what most MSME
companies end up doing, is
to send employees to a
variety of one/two-day
Workshops and Seminars.
This is done, both to spruce
up their domain knowledge
and their soft skills. While it is
not fair to categorise the
latter as sheer waste of time,
it is always not very effective
in bringing about any real
change in the employee.
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It is a little like applying an
overcoat of paint without
scraping off the existing
crumbling, flaking old coat.
For a short period, the
overcoat stands, then the
imperfections of the older
layer start affecting the new
coat.

students are virtually taught
that there is only one correct
answer.
No wonder employees
exposed to more than a
decade of such “thinking”
become incapable of original
thinking, forget thinking outof-the-box or lateral thinking.
They are mentally
handicapped in
performing the smallest
“problem solving” and
required constant
assistance and
guidance.

What is the solution?
The real solution lies in
providing MSME employees,
consistent, long-term
Transformational training to
overcome many of the
deficiencies in their
education, family and social
environment. Apart from
training in domain
knowledge or skills, there will
be need for a sustained
training program, preferably
in-house incorporating the
following:
Thinking is something
taught in our schools which
not only emphasises rote
education which requires one
to vomit information on
paper which has been learnt
by-heart. Not only that,

Lacking the ability to
think logically and
sequentially makes it
hellishly difficult for the
employee to prioritise or to
furnish a sequential, sensible
report which is so crucial for
decision-making in
marketing, for example.
Behavioural Science in a
very basic way needs to be
taught to instil sophistication
in interaction which is so
important, both within the
company and with
customers, vendors and
others outside. Many
behavioural defects are due
to lack of knowledge of the
role played by the Belief
System in our lives.
The first step is learning that
the beliefs inherited from our
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parents, elders and peers can
be changed by us. That we
can take charge of our lives.
That we can pause our Belief
System so that we do not
reflexively and negatively
interact with others.
As simple a thing, as
understanding the ParentAdult-Child structure of our
behaviour and utilising that
knowledge to ensure that we
behave like a Parent with one
who is in the Parent state, like
a child with one who is in a
child state and so on to
ensure harmonious
interaction with others is
immensely useful learning.
Greater maturity is nothing
else but an improved Belief
System leading to
refinement and a better
understanding of oneself.
This in turn, contributes to
better understanding of
others, such as peers,
superiors and customers. It
also leads to less unrealistic
expectations from the
employer.
Communication skills are
mistakenly thought to be the
“gift of the gab”. Actually,
there are two parts to it. The
most essential part which
hardly anyone talks about, is
the ability to think. Before
one says something, one
must have “something to
say”. There is a structured
way one can think on any
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subject, which is then
followed by the more
mechanical part of voice
modulation, speech
preparation techniques,
delivery and so on.
The same communication
skills are brought into use for
reporting, in-house or
external. Negotiation
requires one to marr y
thinking, behavioural
understanding and
communication.

motivation for the employee
is to harness him or her to a
higher goal to which all
employees, including the
owner-entrepreneur are
visibly subordinate and
committed.
So, the employees of Space X
are not necessarily motivated
simply by working for Elon
Musk. Rather the employees
and Elon Musk are together
harnessed to a great
dream… of the development
and manufacturing of
advanced rockets and
spacecraft for missions to
and beyond Earth orbit.
Obviously, all of us are not
Elon Musk, nor our
companies Space X.

Attitude & Motivation
While the process of
acquiring these skills by the
employees requires the
entrepreneur to play a key
supportive role, nowhere is it
more needed than in
providing motivation to the
employees and inculcating
the right attitudes.
Quite apart from
remuneration and 'gratitude
for learning', the best

But within the confines of
whatever business we do,
whatever ser vice we
provide or whatever product
we manufacture we have a
compelling dream.
Somewhere along the way
that dream could have
become a little tarnished or
begun to look impossible.
But every enterprise in the
world, small or big, has
begun as a mere dream in the
entrepreneurs' mind. It is that
dream which he has to
periodically review, renew
and communicate to his
employees to transform them
into partners in a great
adventure.

COSIA HAPPENINGS

VIDHARBHA CHAPTER

COSIA VIDARBHA CHAPTER
- ACTIVITIES
Interaction with Union
Minister for MSMEs
The Union Minister for Micro,
Small and Medium
Enterprises, Shri
Giriraj Singh was in
Nagpur at the
concluding function of
Agro Vision on 25th
November, 2018.
During his visit, COSIA
Vidarbha Chapter
Members under the
leadership of Chapter
Chairman Mr. Mayank
Shukla met and presented the
Hon'ble Minister a
memorandum of suggestions

for boosting the MSME sector.
The COSIA team led by
Mayank Shukla, included CA

various innovative schemes
being introduced by his
ministry to support and
encourage the otherwise
neglected MSME
sector.
The COSIA team was
supported by the
Institute of Chartered
Accountants, Nagpur
Chapter with the
presence of its Nagpur
Chapter President CA
Umang Agrawal.

Julfesh Shah, Sandeep
Dar wekar and Pranav
Ambasalkar appreciated the

The team also
conveyed its deep
appreciation for the pro-active
initiative taken by our Hon'ble
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MIDC Hingna Road can be
created for Industrial
Commuters which will result
in substantially easing the
traffic on Hingna Main Road.

Prime Minister for an
outreach to the MSME sector
by announcing a twelvepoint programme that will
hopefully give a boost to this
sector to improve their
performance and efficiency.
Meeting with Local MP Traffic related issues
Industry, particularly MSMEs
have been suffering because
of the traffic problems at

Hingna Main Road.
As part of its relentless efforts
to provide a solution for
Industry, Chairman Mayank
Shukla led a delegation of the
COSIA Chapter to the Local
Member of Parliament Shri
Kripalji Tumane.
The delegation has
suggested to the Hon'ble
Member of Parliament that a
bye-pass road on Central

It was brought to the
Minister's attention that this
was not only a real problem
for the MSMEs, as the traffic
bottleneck results in
considerable disruption of
incoming and outgoing
goods transport, but it is also
having a severe impact on
thousands of employees in
this belt who are having to
undergo ner ve-racking
delays and the ill-effects of
pollution due to traffic
congestion.
This issue has been pending
for the past many years and
the situation has, in fact, been
daily worsening at Hingna
Main Road.
Shri Kripalji Tumane, MP lent
a sympathetic ear and has
promised to ensure serious
consideration to the both the
problem and the suggestion
for its solution provided by
the COSIA Vidarbha Chapter.
COSIA Vidarbha Chapter
delegation meets the
Chairman of Canara Bank
COSIA Vidarbha Chapter
team comprising of Mr.
Mayank Shukla - Chapter
Chairman and CA Julfesh
Shah - Core Committee
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Mr. Shukla also expressed the
concerns of MSMEs and their
expectations from the Banking
Sector with regard to finance,
which both Government and
the Reserve Bank of India
appear to be taking very
seriously.

Member met CA T N
Manoharan - Chairman of
Canara Bank and Past President
of ICFAI at Nagpur on 23rd
November, 2018.

M r. S h u k l a b r i e f e d M r.
Manoharan about the
initiatives taken by COSIA for
MSMEs at the National Level.

Mr. Manoharan appeared very
impressed with the initiatives
taken by COSIA and assured
that with the recent
intervention of the
Government and the directions
to RBI to improve liquidity
problems of public sector
banks, the issues faced by
MSMEs will be resolved to a
greater extent.

COSIA Member from Nagpur Mr. Sandeep Darwekar was one of the panelists in “Industry 4.0
for India, Potential & Challenges” held on 29th November, 2018.
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GST OUTREACH 2018
An interactive meeting was
held on 22nd November,
2018 with the Additional
Director General, Goods and
Service Tax, Mr. S.K. Rahman,
as part of the Outreach
Program of the GST
Department at the COSIA
Head Office.
This meeting was organized
by COSIA jointly with the
Central Board of Indirect
Taxes and Customs to take up
the following agenda:
1) To inform the participating
Industry Associations about
the initiatives taken by the
Government of India through
Central Board of Indirect
Taxes & Customs.

2) To address various issues
raised by Industry
Associations concerning GST.
Participation:
1) Representatives from
Industry Associations:
· Chamber of Small Industry
Associations
· Thane Small Scale Industries
Association
· Kalyan Ambernath
Industries Association
· Tax Practitioners Association
· T TC - M I D C I n d u s t r i e s
Association
· Laghu Udyog Bharti
· Ulhasnagar Manufacturers
Association
· Murbad Manufacturers
Association
· Ta r a p u r I n d u s t r i a l
Manufacturers Association

2) Officials from CBIC & CGST
· Mr. S K Rahman IRS,
Additional Director General
GST, New Delhi
· Mr. Sanjay Mahendroo,
Commissioner CGST, Bhiwandi
· Officials from the Office of the
ADG GST, Mumbai
· CGST Officials from Various
Divisions of Mumbai, Thane
and Palghar
The interaction started off with
S u j a t a S o p a r k a r, V i c e President of TSSIA introducing
the CGST Officials which was
followed by the selfintroduction of representatives
of participating Industr y
Associations.
This was followed by Mr.
Sanjay Mahendroo, CGST
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Commissioner, Bhiwandi
briefing the meeting on the
importance of the Outreach
Program and the various
initiatives taken as part of the
program. He also urged
Industry Representatives to
share their issues and
concerns regarding GST and
its compliance with their local
GST Offices.
MSME Helpdesks have been
set up at various districts, he
said, with the specific intent
of assisting MSMEs in a wide
range of matters like
Registration, Input Tax
Credit, Returns etc.
Sandeep Parikh, VicePresident of COSIA
requested the Industry
Representatives to
appraise the GST
officials present of
issues affecting them
in GST, as also any
suggestions they may have,
to be taken up at Delhi for
solution.
GST – 100 Days Outreach
Program
Mr. S K Rahman, the
Additional Director General
of, GST made a brief
presentation on the GST
regime, since its inception till
date, its pro-active
responsive approach and all
the amendments in the law
and the administrative
mechanism, as per the
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feedback received from Trade
and Industry.
The presentation also
touched upon the positives of
GST. It explained how GST will
be made more Trade and
Industry friendly as a result of
constant improvements.
Nodal Officers in 80
Districts
He elaborated on the 100-day
programme of the
Government of India for

reaching out to assesses and
improving the GST system
through their suggestions.
Nodal officers have been
appointed in the 80 districts
where 100 days program has
been launched by the
Government of India on 2nd
November, 2018 to support
and to reach out to the
MSMEs.
It has now been decided that
all grievances raised by
MSMEs have to be recorded
and processed. In order to
achieve the same, a Feedback

and Action Room (FAR) is
being set-up. It has also been
decided that DGGST would
be the nodal agency to run
FAR.
Feedback and action room
The primary work of FAR will
be to receive and compile all
the issues raised with these
nodal officers. The nodal
officers will report all
grievances on real-time basis
to the FAR in a grievance
sheet. FAR would try to
provide solutions to these
issues on its own. If it is not
able to do so, then it may
escalate these issues to the
concerned offices in CBIC or
GSTN.
Thereafter, FAR will follow
up the issues with these
offices and on receipt of the
solution, they will send the
same directly to the
taxpayer, with a copy to the
concerned nodal officer.
MSME Help Desks
A master record of all
grievances, at various stages
of resolution will be compiled
and a summary report sent to
the Board on daily basis. He
requested Industry
representatives to spread the
word regarding MSME Help
Desks set up in various
districts and especially those
set up at Thane and Bhiwandi
(Local Areas).
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Industry and Trade representatives, thereafter provided feedback regarding issues affecting
them, as well as, their suggestions for serious consideration by the GST Department.
Sr. No. Issue
1
Action against registered tax payers for not
filing GST returns

Industry and Trade Feedback/Suggestion
The GST Departments, both at the State and the Centre
should actively take legal action against non-filers within
the scope of the applicable law.
• Ensure that taxpayer compliance for GST return filing is
at a level of 80% of total registered taxpayers.
• Strongly act to ensure non-filers become regular GST
tax payers and file GST returns regularly.
• This will increase Government collection of GST.

2

• It will boost the morale of regular tax payers and
reduce ITC issues.
Penalties under various provision of GST Acts Request clarity of the provisions and limits of authority
of GST Officials under the Act. Absence of clarity
encourages intimidation and corruption, by both officials
and junior staff.
There are cases of officials finding some alleged offence
and seeking settlement of the matter on the spot, under
threat of three times penalty.

3

Merge GST audit with Tax Audit

Assesses should be made clearly aware of the penalty
mechanism to ensure that they don’t fall prey, due to
ignorance. This will definitely contribute to Ease of doing
business.
As part of the drive to improve Ease of Doing business, it
is suggested that the GST Audit be merged with the Tax
Audit, as in any case, 70% of the information sought is
common.
This will result in saving unnecessary labour and
expense.

4

Advance Ruling

The threshold for the audit may be increased from Rs.2
crores to a more reasonable Rs.5 crores.
As part of the Ease of doing Business initiatives by
various states, they should agree to:
1.
One Advance Ruling Authority for the whole
country should be formed so that there will be
uniformity in application of the law across India resulting
in “One Nation-One Law- One tax”.
2. A retired judge of High Court or Supreme Court should
be a member of the Advance Ruling Authority.
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Sr. No. Issue
5
Multi-state GST registration

Industry and Trade Feedback/Suggestion
GSTN network already has the basic information of the
registered dealer which is common e.g. PAN Number,
Trade Name, Authorized signatory, Bank Details, Place of
Business, Product/Services Bought and Services /Product
sold.
When any registered GST dealer wants to register
himself in another state, registration process should only
ask for the address in the State of original registration.
They can use the basic information submitted with the
home State for their registration process, as all dealer
information/documents are already uploaded and
available in the GSTN portal.
This will reduce hassles for those seeking registration in
other States and cut the time required. This will also
reduce the storage space now used up in duplicating
data/documents within GSTN.

6

7

8

9

10

Multiple Trade names with same Proprietor Request bringing in the facility of Multi trade registration
within one state
available under one PAN, under MVAT act and Service
tax.
Training to State Officers
Each State GST office should have a team of officers who
are trained and capable of guiding businessmen with a
service approach. All businessmen cannot afford a GST
Consultant or understand the complex language of GST
law.
Annual Return in Form 9 - The details asked is Annual Return should not ask for any additional details
much beyond the details filed in GSTR 1 and over and above the ones submitted monthly.
GSTR3B, hence complete recalculation has to
be done for all 12 months for different heads
not maintained earlier.
Many assesses do not upload the invoices or Portal to be developed to address the complaint of
make payment or file returns and so the buyer/customer regarding vendors who have not paid or
credit is not seen in GSTR2A.
filed Returns by the due dates.
It is very cumbersome, especially for job Similar to textiles, e-way bill should be exempted for job
workers in engineering industries, to
work.
repeatedly prepare e-way bills to send goods
for short distances in the neighbourhood.
Sometimes the same job is sent out for
multiple processes to different job workers
several times.
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Sr. No. Issue
Industry and Trade Feedback/Suggestion
11
Working capital issues have started for MSME With the change in the returns, to quarterly filing, for
due to monthly payment.
assesses having turnover below Rs. 5 crores, the
payment also should be quarterly.

12
13

14

15

The biggest challenge for MSME is delayed payments
from customers.
There is no forum where the Associations can A Regional Advisory Committee as was existing in the
represent locally, the issues of GST. There is case of Excise & Service Tax must be brought in with
Demand of tax short paid/ not paid:
The It is suggested that:
time limit is un-reasonable- Sec 73 (1) and 73
a. Limitation may please be brought down to six months.
(10)
b. The limitation should be counted from the date of
The provision allows issuance of notice monthly return, instead of the Annual Return
demanding the tax within a period of 3 years
counted from the date of Annual Return
(actually 3 months prior to issuance of
adjudication order). It is submitted that the
period is too long. It will keep the industry in
perpetual fear and uncertainty. In the past,
this limitation was only six months, which
was later enhanced to one year because
filing of invoices with returns was done away
with. Now, when the entire data of inward
supplies,
outward
supplies,
the
classification, value etc.is available on the
GST Portal, there is no justification for
enhancing the limitation to 3 years (which
actually translates into more than 4 ½ years
as it is computed from the date of Annual
Return).
Appeals: Pre-deposit of 20% is unreasonable It is submitted that the provision is harsh and deters the
and logically irrational given the fact that the tax payer from filing appeals even in genuine cases.
majority of cases are ultimately lost by the When the entire admitted liability is already recovered,
government. Section 112 (8) requires there should not be any provision for pre-deposit of any
payment of 20% of the tax in dispute for amount towards the disputed liability.
filing appeal (apart from full payment of the
admitted liability along with interest and
penalty).
Exemption from payment of tax on supply of Onus of liability should be on exporters.
goods by registered person to a registered
recipient for export under Notn.no.40/2017Central Tax (rate) dt.23.10.2017.
Under this notification supplier is not eligible
for exemption if exporter fails to export the
goods within ninety days of the (date of
issue of tax invoice)
Why is the supplier penalized for non –
export?
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Manufacturer of

Material Handling Systems &
Special Purpose Machineries
Tekfab Engineers
D-6/16, Road No. 34, Wagle Industrial Estate,
Thane- 400 604.Maharashtra
Phone : +91 22 2582 0411,+91 22 2580 0875
Email: tekfabengineers@gmail.com
Website:-http://www.tekfabengineers.com
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Sr. No. Issue
16
Refund of GST

17

Penalizing Assesses for nonpayment by
vendors with no fault of the assesses -With
no fault of the Assessee, he will be penalized
for reversal of ITC if the vendor has not paid
the tax to the Government.

Sr. No.

1

2

3

4

Industry and Trade Feedback/Suggestion
There are several assesses, who have paid IGST/CGST
under wrong head and claimed the same but not yet
received the refund.
This creates a situation similar to the one under Section
48 (5) of Vat Rules. Natural Law requires that it is the
person who defaults in business who should be
penalized. There are methods to find out the nonpayment by an Assessee and the department should
penalize and recover for the same from the non- payer.

REPRESENTATION ON GST ISSUES FACED BY TEXTILE INDUSTRIES
Trade Suggestion
Department’s Comment
A studied decision by the GST Council to
Unutilized accumulated Input Tax
lapse the accumulated ITC as on
Credit (ITC) as per Notf. No. 20/2018- (no suggestion)
31.7.2018 excluding ITC on stock
Central Tax (Rate)
contained in Raw material / semifinished and finished goods stage.
Request to
rationalize
duty
structure by reducing rate of yarn Refund process is online and time
Rationalizing GST rates structure in (synthetic and spun) to 5% so that bound. Disposal of valid claims will not
textile Business
there is no inverted duty structure be time consuming. Suggestion is
and thereby there would be no unviable.
question of refund.
Issue

Relief from filing FORM GST ITC-04 To provide necessary relief from Similar suggestions received from other
for Textile Dealers
filing GST ITC-04 for textile business. Associations are under consideration.

Waiver of late fees for NIL returns

Request for waiver of late fee for
filing returns so that pending
returns can be filed with no
hardship.

The same cannot be considered, as late
filing fees is a tool for ensuring
compliance and may lead to similar
requests for exemption in future.

Mr. Ninad Jaywant – Hon. Gen. Secretary of COSIA thanked all the participants and the
meeting was concluded.
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COSIA
-SKILL DEVELOPMENT PROJECT
Course Completion
Certificate
The Certificate Distribution
Ceremony of the COSIA Skill
Development courses was
held at TSSIA House, Thane
Center on 20th October,
2018.
Course Completion
certificates were awarded to
a total of 75 candidates from
4 batches of “Accounts
Assistant & Tally Operator
Course” and 1 batch of
“Computer Hardware &

Networking Course”. COSIA
SDP Committee Members and
around 40 successful
candidates participated in this
event.
The COSIA SDP Committee
were Dr. M.R. Khambete –
President, Ninad Jaywant –
Hon. Gen. Secretary and
Chairman of COSIA SDP
Committee, Purushottam
Agwan – Vice President,
Nipun Mehta – Hon. Jt.
Secretary, J V Kulkarni and
Harish Chauhan.

Special Guests at the event
were Mrs. Parika Ghotikar –
Director of M/s HD Fire Protect
Pvt. Ltd., Ms. Devyani
Gaikwad – PSI, Employment
Cell of Thane Police
Commissonerate and Mr. R D
Kolhatkar – AGM HR of M/s
Esmech Equipment Pvt. Ltd.
The Employment Cell of Thane
Police Commissioner Office
helped in mobilizing
Candidates for this center. M/s
H D Fire Protect Pvt. Ltd. and
M/s Esmech Equipment Pvt.
Ltd. have given tremendous
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areas like Accounts Assistant
& Tally operator, Import
Export Documentation with
Ta x a t i o n , C o m p u t e r
Hardware and Networking,
a n d Wo m e n O r i e n t e d
Courses like Sewing, Bakery
and Beautician. All such Skills
Training is provided free of
cost.

support to the TSSIA House
Center of COSIA SDP under
their Corporate Social
Responsibility initiative.
COSIA started its Skill
Development Programme
(SDP) IN January 2015 with
the objective of imparting
Skill Development training to
members of the weaker
sections of our society and
make them employable or
capable for self- employment.
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Till date COSIA has
successfully trained around
2,600 candidates in 155
batches at its 9 major centres'
in Wagle Estate-Thane,
Dombivli, KasarwadavliThane, Kandivali-Malad (E),
Malad (W), Chembur, Ballard
Estate (MSSIDC), Bhandup
and Khardanda across
Mumbai and Thane.
Skills are being imparted in

The goal is for COSIA to
eventually become the
nucleus of a knowledge and
resource base for establishing
and running Skills Training
Centres across the State and
across India for the benefit of
our member associations and
member units scattered
across the country.

CUSTOMS NOTIFICATION
GOVERNMENT OF INDIA, MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE)
(CENTRAL BOARD OF EXCISE AND CUSTOMS)
Notification No.96/2018 - Customs (N.T.)
New Delhi, dated the 6th December, 2018
15 Agrahayana 1940 (SAKA)
In exercise of the powers conferred by section 14 of the Customs Act, 1962 (52 of 1962), and in
supersession of the notification of the Central Board of Indirect Taxes and Customs No.93/2018-CUSTOMS
(N.T.), dated 15th November, 2018 except as respects things done or omitted to be done before such
supersession, the Central Board of Indirect Taxes and Customs hereby determines that the rate of
exchange of conversion of each of the foreign currencies specified in column (2) of each of Schedule I and
Schedule II annexed hereto, into Indian currency or vice versa, shall, with effect from 7th December, 2018,
be the rate mentioned against it in the corresponding entry in column (3) thereof, for the purpose of the said
section, relating to imported and export goods.
SCHEDULE-I
Sl.No

Foreign Currency

(1)

(2)

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.

Australian Dollar
Bahrain Dinar
Canadian Dollar
Chinese Yuan
Danish Kroner
EURO
Hong Kong Dollar
Kuwait Dinar
New Zealand Dollar
Norwegian Kroner
Pound Sterling
Singapore Dollar
South African Rand
Saudi Arabian Riyal
Swedish Kroner
Swiss Franc
UAE Dirham
US Dollar
Qatari Riyal

Rate of exchange of one unit of foreign currency
equivalent to Indian rupees
(3)
(a)
(b)
(For Imported Goods)
(For Export Goods)
52.35
50.10
194.20
182.15
53.85
52.00
10.50
10.15
10.95
10.60
81.95
78.95
9.25
8.90
240.90
225.60
50.05
47.65
8.45
8.15
91.85
88.60
52.55
50.85
5.25
4.95
19.50
18.30
8.05
7.75
72.45
69.70
19.95
18.70
71.75
70.05
20.10
18.85
SCHEDULE-II

Sl.No

Foreign Currency

(1)

(2)

1.

Japanese Yen

Rate of exchange of 100 units of foreign currency
equivalent to Indian rupees
(3)
(a)
(b)
(For Imported Goods)
(For Export Goods)
64.05
61.70
[F.No. 468/01/2018-Cus.V]
(Dr. Sreeparvathy S.L.)
Under Secretary to the Govt. of India
TELE: 011-2309 5541
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CLASSIFIEDS

CLASSIFIEDS
AVAILABLE
ON RENT

Extrem
AVAILABLE
ON
RENT
System

EXPORT &
AVAILABLE
ON
RENT
IMPORT

550 Sq. Ft. Office
near Thane (W) Station
&
650 Sq ft. Industrial Gala at
Majiwada, Thane (W)

We undertake Annual
maintainance of your
Computers!!!

Peripharals, Network set up,

Export, Import Management,
Marketing, Self-Employment, ISO
9000 and also in Personality
Development,
Stress Management by Omkar
Therapy.

For more details :
Contact : Owner
Mobile : 9869009090,
869020002.

Installation of CC TV
For more details :
Shri. Hemant Bhoite,
Mob.: 98922 05514
Email: hembhoite@gmail.com

For more details :
Vaishali Kulkarni.
Tel.: (R) 25825688,
Fax: 25822249.
Mobile: 921245820

& Deal in New PC, CC TV,

AVAILABLE
EPABX
ON RENT
Specialist in: Accord, Crystal,
NEC & Panasonic Systems.
Access Control, Building
Intercom System, CCTV &
Security System, Digital Epabox
Systems
For more details :
Calculus Business Machines
Mrs. Shirgaonkar
Mob. : 9821308924
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B.G WAKADE Export Guidence Centre

Sanva Motors Pvt Ltd.
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Small Industries Development Bank of India
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Expo Engineering Enterprises
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SS Natu Plastics and Metals Pvt Ltd.
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Sudhir Switchgears Pvt Ltd
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Karandikar & Associates
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35

Thane Bharat Sahakari Bank Ltd.

51
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Thane Janata Sahakari Bank Ltd.
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Quality Engineering Products
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The Last Word
Is our dominance in textiles history?
It is tempting to say that the problems facing our textile industry are symptomatic of the
problems facing MSMEs in general. Small and medium sized units make up more than
80% of the textile industry.
We have a long and remarkable tradition in textiles. Even composite textile mills and
power looms go back a long way. It is also not that we are doing very badly. The industry
is a large foreign exchange earner with exports of $37 billion amounting to 13% of India's Seshan Ranganathan
total exports. It is the second-largest employer in the country, with a vibrant presence in Executive Editor- COSIA
the whole value chain from fibre to yarn to fabric and apparel. But despite the head start
and the advantages, India, with 5% of world textile exports lags behind China's staggering 38%. Even so-called
minnows Vietnam and Bangladesh have 3% share of the global trade.
What is going wrong?
In the recent past, the textile industry, dominated by small and unorganized players has been severely affected by
demonetization and the introduction of GST.
It is not that opportunities for growth were lacking. From the Multi-fibre agreement in 2005 which released developing
countries from the quota system, to the more recent rising labour costs in China, several opportunities have come India's
way. Though the sector has definitely grown, there was no massive leap forward. We found severe competition from
unexpected quarters like Bangladesh and Vietnam. We also had our own internal problems such as outdated
technology/machinery, infrastructural bottlenecks or the fragmented nature of the industry.
Government has intervened in the past, to slap import duties on several items, to bail out local industry. But there are
increasing limitations to such interventions because India has to abide by World Trade Organization norms which
require it to phase out export subsidies by 2018. This means that Merchandise Export from India Scheme (MEIS) and the
Export Promotion Capital Goods (EPCG) Scheme, will be affected.
What can be done to set it right?
What then can the Government do? Fibre neutrality is one area. Cotton and Man-made Fibres (MMF) have a different
treatment. Even after the introduction of GST, the differential duties continue with cotton taxed at 5% and man-made
fibres at 12%. Globally, synthetic textiles and garments are in high demand with its ratio to cotton being 70:30.
However, because of the lack of fibre neutrality, cotton textiles and garments account for 75% of India's exports. We
need to definitely align our production with global consumption patterns if we are to become a big player in the world
market.
We also need flexibility in labour laws and an emphasis on skilling. Technology upgradation is a must, both to increase
productivity and to attain global quality standards.
Then there is the matter of strategy. India is fairly dominant at the lower end of the value chain. In fibre and yarn it has
14% of the global trade but its share of apparels and fabrics is a disappointing 7%. Forget China which has a 40% share
in apparel, even minnows Bangladesh and Vietnam have 5.6% and 4.2% respectively.
What we need to do now it to align our industry to global requirements for which fibre neutrality is an important
element; create an enabling environment with rational labour laws, skilling people and investing in state-of-the-art
technology and machinery. If we can do that, Indian textiles and garments could, once again, be on top in the world!
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