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President’s Message
Two events trigger a chain of thought while the July issue of TISA is being put together.
One is the 44th Foundation Day Celebration of the Thane Small Scale Industries
nd
Association (TSSIA) on 22 June, 2019.
For those who may not know, TSSIA is the mother association of the Chamber of Small
Industry Associations (COSIA) and hence holds a special place in our hearts.
The other event is, of course, the Annual Budget; which as I write this, is less than a week
th
away on 5 July, after a momentous Election in which the NDA led by Narendra Modi's BJP
has swept into power with a massive majority.

Dr. M R Khambete
President of COSIA

A time for introspection
As I look back at the entire sweep of history, from a
socialistic license-permit raj to 21st century India, I realize
that we are all of us, creatures of history, caught up in the
flood of events across the world.
We were all victims of socialistic thought, which
whatever its other merits, would in India assume the
shape of a Frankenstein monster which strangled
industry and enterprise for decades.
It required India to become nearly bankrupt and the
much-abused World Bank, to instill some economic
sense into Indian political heads in 1991 before the so-called “liberalization of the economy” was initiated. A move for
which a lot of people take unnecessary credit.
TSSIA was born as a united reaction to the corrupt, callous and exploitative environment which prevailed then which
today's entrepreneurs have never faced and therefore, cannot even imagine.
Turning our face resolutely to the future
Now with a visionary as a Prime Minister and the setting of a $ 5 trillion economic goal for the nation by 2024 we are
essentially looking at a future, which is going to be so unlike the past, that in the words of Sam Pitroda “children should
stop listening to their parents” – meaning that the experiences of the past would prove to be of very little guidance in a
rapidly changing technological future.
This is a new, more youthful India. Narendra Modi rightly said that if his first term was focused on providing the basics
like cleanliness and sanitation, electricity, clean fuel in the kitchen, a Bank account and a mobile in virtually everyone's
st
hand, the coming 5 years would focus on the aspirational needs of our youth who will be the engine of India's 21
century economy.
Industry and business are increasingly online. A new generation speaks glibly of blockchain and artificial intelligence,
virtual reality, big data and 3-D manufacturing. We have a Government in place which is finally thinking big for India;
an Amitabh Kant of Niti Aayog who often seems more impatient for change than our Industrialists.
And for the first time, after the economic spring of 1991, there is a new smell of hope, of aspirations, of progress as the
Indian elephant gathers momentum to meet the future.
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TSSIA FOUNDATION DAY
22ND JUNE 2019 AT THANE
A well-deserved Celebration
The Foundation Day celebrations
of the Thane Small Scale
Entrepreneurs Association
(TSSIA) is a very special event.
At age 44, it is one of the oldest
small industry Associations in
India, set up specifically to
represent the then nascent
small-scale industries, in what
was the industrial heart of
newly-independent India, the
Mumbai - Thane belt. As the
representative small industry
association, its location in the
Wagle Industrial Estate in Thane
- among the first industrial areas
carved out by the then newly
set-up Maharashtra Industrial
Development Corporation-
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gives it a unique place in India's
industrial history.
Another distinction is that it is
the mother association of the
apex body, the Chamber of Small
Industry Associations (COSIA). It
is also a driving force behind
many initiatives in Thane District
and has had pan-Maharashtra
impact on various issues of
importance to small industries.

A great past…
The Bhishma Pitamaha of small
industr y associations and
President of TSSIA,
Dr.M.R.Khambete was ver y
much in attendance and
completely at home in a glitzy
event which is just a couple of
years old, for which he gave
complete credit to the Managing
Committee, the enthusiastic
contributions of the Program
Committee and the ver y
generous support of sponsors
TJSB Sahakari Bank Ltd., Auto
Hanger (India) Pvt. Ltd. Bank of
Maharashtra,Canara Bank,
Lechler India Pvt Ltd. & H D Fire
Protect Pvt. Ltd.

Steel Joint
Formerly known as Steel Shape

Are you searching for your requirement of profile in
Mild Steel / Boiler Quality SA 516 Gr. 70.
We are here to help you.
We undertake everything in
Triscal / Sail hard material
M.S./S.A. 516 Gr 70

Profile Cutting & Inhouse Complete Fabrication facility.
Inhouse facility of Rolling & forming on Press, rolling
Machine with shot blasting facility. CNC Profile cutting.
Contact:
Mr. Chirag Doshi 9869268412, 9821021238 Mr. Darshan Doshi 9987235675,
Email: steeljoint@yahoo.co.in

For Sale / Rent
Independent 540 Sq. Mts. Plot at
Koparkhairne MIDC.
Built up RCC 1000 Sq.ft. & Shed of 2500 Sq.ft.
With a height at Centre of 21 feet.

Well furnished office 500 Sq.ft., Power 150 HP.
Close to main road and Koparkhairne Railway Station.
Total Construction potential of 12,000 Sq.ft.
Contact Owner : 9820712267/9821049698
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authorities over legitimate
grievances,” she said. “TSSIA
represents its member MSMEs
on many State & Central
Government Committees like
the District Industries Centre,
Reserve Bank of India, Regional
Advisory Committee (GST),
Employees State Insurance
Corporation, Maharashtra
Electricity Regulatory
Commission, MUDRA, IDEMI,
ITI etc,” she added.
Social Contributions in a
changing world
But he did go back to the roots
of a more austere past. TSSIA
resulted from the response of
the then infant entrepreneurs to
an adversarial industrial
climate, marked by corruption
and controls. He paid tribute to
the founding members who
rallied around him in instilling a
sense of unselfish unity, courage
and teamwork into the very
DNA of TSSIA, which carries on
till the present day.
Speaking on the occasion, Vice
President Sujata Soparkar in her
trade-mark conversational style
traced out the history of TSSIA.
She paid tribute to Dr.M.R.
Khambete and the
cosmopolitan band of founders
who contributed to the rise of
TSSIA ; Ved Guglani, S.C.
Chawla, B.K. Gupta, R. Srinivas,
P. Narayanan and that doyen of
entrepreneurs, the late R.B.
Ankola.
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She harked back to the historic
First District SSI Conference
organised by TSSIA in 1978,
initiated by Rambhau Mhalgi
and inaugurated by the late
George Fernandez, MP in which
700 + industrialists took part.

Sujata Soparkar also spoke
about the changing role of
TSSIA, from grievance
orientation to a catalytical role
in the development of MSMEs
such as:

“We promote and support only
ethical practices which is the
reason why COSIA's voice is
heard with respect even when
we stand in opposition to

Skill Development, where
youth from the more
economically vulnerable
sections are trained in specific
skills to make them employable

ASSOCIATION NEWS
or as happens in quite a few
cases, self-employed.
Education & Training of its
members on a range of subjects
from taxation to export to
marketing, and in the case of
any major changes such as GST,
as many as 25 workshops were
held to prepare MSMEs and
hand-hold them to handle the
new tax smoothly.

Recognising the achievers
It is said that the finest prize we
can give to men and women
who achieve great things is
generous and heart-felt
appreciation.

terms of products or services on
a range of parameters from
design, innovation, utility,
growth, profit, size, human
relations, social contributions
etc.

Social responsibility through
the Blood Bank TSSIA runs from
TSSIA House, which is for the
benefit of all Thane residents, as
also, the holding of periodical
Health Check-Up Camps for
employees.
TSSIA is also on the cusp of
launching a New Website and a
job portal, which in tandem with
its Skills Training is aimed at
alleviating the current mismatch
between education and
employment skills.

TSSIA takes the opportunity of
bringing into the limelight men
and women entrepreneurs in its
midst, who have a sustained
record of high achievement in

This year there were 3 winners:
Keshav Kulkarni, Managing
Director of Maharashtra Electro
Mechanical Works Pvt.Ltd,
 D r. Pr i t i a n d D r. N i l e s h
Amrutkar of Envirocare Labs Pvt
Ltd. and
Arun Joglekar, Managing
Director of Spak Orgochem Pvt.
Ltd.
who were personally honoured
for their outstanding
achievements and handed over
their awards on stage by
Dr. M. R. Khambete, President TSSIA.
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A tutorial for entrepreneurs
If this was a hard act to follow,
the next speaker Mahesh Shetty,
the Managing Director of M.T.
Educare Ltd. which is more
familiarly known to us all as
Mahesh Tutorials, was not the
least perturbed.

Speakers for the evening
Shri Prem Nirmal Guruji, a
Scientific Mystic and
Enlightenment Educationist of
international repute has a very
unusual background.
He is an Electrical Engineer, who
was manufacturing power
electronics goods from 1986 to
2007, when at the age of 47, he
gave it all up to become a kriya
yogi, a scientific mystic, holistic

counsellor, a human trainer and
an enlightenment
educationalist of international
repute.
Starting out briefly with his own
life story, he let out the startling
fact that he set foot upon his
unusual journey after a meeting
and talk he had with COSIA VicePresident A.D. Shah based on
the book War on Conflicts &
Emotions which A.D. Shah had
authored.
He made a succinct presentation
on “Actualizing the potential as
an Entrepreneur” born of his
own experiences and deep
spiritual understanding of
reconciling the stresses and
strains of 21st century
entrepreneurial lives.
The points he made in the
“ Te c h n o l o g y o f To t a l
Tr a n s f o r m a t i o n ” h a d t h e
audience lapping it up.
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In a very riveting, almost childlike and transparent manner he
told the story of his rise from
humble middle-class origins, his
original intent to get into the
navy and how the appreciation
of the children he taught in a
small tutorial class in Mulund,
Mumbai gave him the self-belief
to launch Mahesh Tutorials in a
small classroom.
What was so attractive about
the talk, was the simple thought
process by which Mahesh
Tutorials grew into a Rs.100
crore company on its own
steam. Recognizing the need for

TISA - JULY 2019 11
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well-qualified teachers, he
recruited engineers and even
doctors to teach in his classes in
what had hitherto been a lowremuneration occupation.
Providing quality education and
ever focused on using
technology to provide a better
and cheaper deal for his
students has been his mantra.
In a very endearing way, he

Mulund has grown hugely,
positively impacting the lives of
thousands of students, teachers
and others even as he lived out
his dream.
The heroes of Local Body Tax
removal honoured
Entrepreneurial memor y is
short. Hardly a couple of years
ago, the hated Octroi was still

The relentless struggle they put
up, the pressure and the
persuasion they brought to bear
on the then new Government of
Devendra Fadnavis finally led to
the exit of LBT.
It was only fitting that Mohan
Gurnani and Dipen Agarwal
were felicitated and honoured
by three men who played key
roles in TSSIA's own decadeslong battle against Octroi and
later LBT, Dr.M.R. Khambete,
Sandeep Parikh and Jimmy
Pauly. In their response to the
honour, Mohan Gurnani &
Dipen Agarwal promised the
state-wide body C AMIT's
unstinted support to TSSIA in
case it required any assistance.
Member of Parliament comes
visiting

spoke about costly blunders in
bringing in technology, his
almost fanatical desire to take
the company public and the
succession of steps he took to
finally achieve his object.
He was disarming in his smiling
acceptance of the fact that
going public has meant the
considerable dilution of his
ownership and made him
periodically answerable to
financial institutions and
stakeholders. What he omitted
to say was that the Company he
founded in a small classroom in
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part of the regressive taxation
system which was throttling
entrepreneurial activity across
Maharashtra. Its substitution by
the Local Body Tax (LBT) seemed
to many, to be a leap from the
frying pan into the fire.
It was in the fight against Octroi
and later the LBT that Mohan
Gurnani, now Chairman of the
Chamber of Maharashtra and
Trade (C AMIT) and Dipen
Agarwal, President, emerged as
key players under the erstwhile
Federation of Associations of
Maharashtra (FAM) banner.

Rajan Vichare, who
successfully won re-election, as
Member of Parliament from
Thane, in the recent General
Elections and has been a tower
of support to TSSIA in all its
activities, graced the occasion
as Guest of Honour.
Responding to the felicitation
he thanked TSSIA and the
MSMEs of Thane.
He congratulated all the
awardees for their
achievements.
His services and support were
always there for TSSIA & COSIA,
he said.

ASSOCIATION NEWS
 Property Tax: It is high time
the Municipal Corporation
reduced taxes for industrial
units, instead of equating them
with commercial entities.

The Road ahead….
Listing the various plans &
programs of TSSIA , VicePresident Sandeep Parikh was
positive and upbeat:
Website: TSSIA is coming out
with a new-look website and a
job portal for MSMEs.
ADR: As a solution for a
cheaper and quicker resolution
of legal disputes, TSSIA is in the
final stages of setting up an
Alternative Dispute Resolution
(ADR) Centre at TSSIA House.
Advocates are being taken on
the panel. This has been
extensively covered in the June
issue of TISA magazine and
details will also be posted on
the new website. The services
can be availed by both members
and non-members
 MIDC: TSSIA has taken up
issues with the CEO,
Maharashtra Industrial
Development Corporation of
India, regarding the arbitrary

road-widening being done
without compensation to
industries, transfer fees, nondevelopment of infrastructure
for allotted industrial plots, new
regulations regarding
percentage of initial
construction etc.
 Bhiwandi Area: TSSIA is also
assisting MSMEs in the
Bhiwandi Area who are facing
serious issues related to the
Mumbai Metropolitan Regional
Development Authority
(MMRDA) and the Maharashtra
Pollution Control Board (MPCB)
which threatens their very
survival.
 ESIC: Considering the
wretched state of ESIC and ESIS
State-run hospitals, TSSIA
intends to seriously take up the
issue of alternatives with the
Government, as employees and
employers are paying
mandatory charges to ESIC
without any corresponding
benefit.

 Power Tariffs: Arbitrary
classification of service
industries, such as R & D centres,
Material Testing and Testing
Labs for the environment as
commercial, leading to higher
power tariffs should stop; apart
from bringing down the rates in
general.
 Mathadi Act: The Mathadi Act
was never meant to apply to
industries. It has led to all kinds
of distortions in the use of
labour for loading and
unloading. In fact, provisions
meant for protecting poor
labour is being misused for
what is tantamount to extortion
from entrepreneurs. TSSIA is
taking up the issue ver y
seriously with the Govt. to
remove MSMEs from the ambit
of the Act.
 Local Body Taxes: LBT may
have been abolished but LBT
assessment of those who did
not avail the Amnesty Scheme
continues, several years after its
abolition. Assessments must
have a deadline and so too for
the refund of Octroi/LBT
deposits with the TMC.
The meeting ended with a brief
vote of thanks proposed by
Denver Annunciation, Executive
Committee Member of TSSIA.
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NOURISHING DWARFS TO BECOME GIANTS:
REORIENTING POLICIES FOR MSME GROWTH

The Economic Survey 2018-19
has a very simple message for
MSMEs -GROW UP!
This is a quick attempt to bulletpoint and simplify the main
contours underlying that
message. For those who want it
even simpler, please check out
the summary at the end of this
a r t i c l e .
But for both the convinced and
the critics, please read through
Chapter 3 of the Economic
S u r v e y. B e h i n d a l l t h e
“economicese” ( just coined a
new word) there is a whole lot of
sense. Now to begin……
Unshackling MSMEs for
Growth
MSMEs that grow not only
create:
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a)Greater profits for their
promoters but also;
b) Contribute to job creation and
productivity in the economy. ]
Our policies must, therefore,
focus on enabling MSMEs to
grow by unshackling them.
Instead our policies create and
maintain dwarfs. That is, small
firms that never grow, instead of
infant firms that have the
potential to grow and become
giants rapidly.
Large is beautiful -for jobs &
productivity
Firms with less than 100
workers and more than 10-yearold are >50% of all organized
manufacturing firms in

numbers, but contribute only
14% to employment and 8% as
the share of productivity.
In contrast, large firms (more
than 100 employees) account
for 75% of such employment
and nearly 90% of productivity,
though only 15% of the total
number.
The feeling that small firms are
large job creators is because
jobs being lost in small firms are
not taken into calculation. Small
firms may create jobs, but they
also keep losing them.
On the other hand, large firms
create permanent jobs in larger
numbers. Also, young firms
create more jobs at an
increasing rate than older firms.

ECONOMY
Pointers for a change in policy
In the circumstances, incentives
given to smaller companies,
however old they may be, or
labour regulations which become
harsher, the larger the company;
a r e c o u n t e r- p r o d u c t i v e t o

year during 2020-30 the coming
decade and 4 million per year
between 2030-40. Assuming
that out of the above numbers,
the people actually wanting jobs
is about 60% of the total, then we
shall need to create some 5 to 6
million jobs annually till 2030.

50% of the firms in organised
manufacturing but their share of
employment is only 14.1 % and
only 7.6% of the Net Value Added
(NVA)
But young, large firms (>100
employees and <10 years old)
accounting for only 5.5% of the
firms contribute 21.2% to the
employment and 37.2% of the
NVA.
 Large but old firms (>100
employees and >10 years old)
account for only 10.2 % of the
firms by number but contribute
more than 50% of the
employment, as well as, NVA.
Conclusion:

increase both employment and
productivity.
The remedy must be to limit sizebased incentives to less than 10
years while reducing labour law
restrictions. In Rajasthan, after
the recent de-regulation of
labour law restrictions,
employment has increased
significantly as compared to
other states.
Creating jobs for the youth Unshackle MSMEs
A well-paying job provides the
best form of financial and social
inclusion to not only the
individual but also his/her entire
family.
Let's talk numbers. The workingage population is expected to
grow by roughly 10 million per

It is with this aim in mind, that
MSMEs must be freed or
unshackled to enable them to
grow, become productive and
create jobs.
Definition of Dwarf in the
National Survey
A firm employing less than 100
workers is considered small and
more than 100 workers is large.
A small firm as above, which is
older than 10 years is considered
a “dwarf” because it has not
become large despite being 10
years old.

 Firms that are able to grow over
time to become large are the
biggest contributors to
employment and productivity in
the economy.
 In contrast, dwarfs that remain
small despite becoming older
remain the lowest contributors to
employment and productivity in
the economy.
 The study dispels the popularly
held belief that small firms
generate the most employment.
Higher levels of job creation in
small firms co-exist with job
destruction, thereby leading to
lower levels of net job creation (Li
and Rama, 2015)

 Analysis using firm-level data

from the Annual Survey of
Industries (ASI) for the year
2016-17
 Dwarfs account for more than

 A study of proportion of firm
numbers, employment and NVA
by firm age, show that as
compared to the small firms, it is
the young firms (<10 years old)
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Chhattisgarh and West Bengal
are classified as inflexible states
while the other 14 states are
classified as flexible.
The study shows that the
Flexible States contribute
disproportionately more, on
average, to labour, capital and
productivity when compared to
the Inflexible States.

that contribute significantly to

employment /value addition and
account for a disproportionate
share of employment and
p r o d u c t i v i t y .
 A comparison with US and
Mexican firms shows the
average employment level for
40-year old enterprises in the
U.S. was 5 times more than
Indian Firms. Even Mexican firm
had 40% more average
employment than Indian firms
after 40 years.
 There is a similar tale in the
case of productivity with 40year-old American firms being
2.5 times more productive than
Indian Firms and Mexican
enterprises being 1.5 times
more productive after 40 years
compared to just 60% for a
similar Indian enterprise.
Performance Indicators all up
in Flexible States
 To examine the impact of
labour regulations, States are
classified as Flexible and
Inflexible based on the
restrictiveness of their labour
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regulations.
This is based on the
Organisation for Economic Cooperation and Development
(OECD) state-level survey that
was conducted in 2007 where
21 States were surveyed and the
responses were compiled by the
OECD into an index that reflects
the extent to which procedural
changes have reduced
transaction costs by limiting the
scope of regulations, providing
greater clarity in the application
of regulations, or simplifying
compliance procedures.
 This index has been updated
by covering the labour reforms
initiated by the States till 201314. Rajasthan introduced
changes in the major Acts in
2014 af ter which
other states followed,
so 2014 has been
fixed as the cut-off
year for classifying
States as Flexible or
Inflexible.

 Based on the scores,
Assam, Jharkhand,
Kerala, Bihar, Goa,

Moreover, due to rigidity in the
labour laws, employers in
Inflexible States prefer
substituting labour with capital.
 Inflexible states are suffering in
all dimensions. They are unable
to create enough employment,
cannot attract adequate capital
into their states and their wages
are lower as their productivity is
lower.

Is small really beautiful?
 Policies targeted at the small
firms referred to as the MSMEs,
include priority sector lending,
incentives/exemptions till they
reach an investment upper limit
quantified in terms of
investment in plant &
machinery.
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 Schemes such as Priority Sector
Lending, Credit Guarantee Fund
Scheme, Purchase Preference
Policy, Price Preference Policy,
Benefits in tendering, Raw
Material Assistance Scheme of
NSIC, Marketing Assistance
Scheme, GST Composition
Scheme promote small firms
irrespective of their age.
From 1997 to 2007, several
product categories reserved for
small-scale firms were
eliminated in a phased manner.
Martin, Nataraj & Harrison
(2014) analysed the impact of
this phased de-reservation on
job creation & destruction
among incumbents and entrants
by their size & age.
The study shows first, on
average, after the elimination of
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reservations, large firms – be it
new entrants or incumbents –
have created more employment
than small firms. Across both
new entrants and incumbents,
the small firms destroyed jobs
while the large firms created
jobs.
Second, net job creation
(negative in the case of job
destruction and positive in the
case of job creation) increased
with firm size for both new
entrants and incumbents.
Third, large entrants created
the maximum employment as
seen in the effect of entrants
with more than 500 employees.
F i n a l l y, t h e g r o w t h i n
employment was both, by the
entrants that started producing

the de-reserved products and
especially the large incumbents
that were constrained by the
ceilings on production owing to
the SSI reservation policy.
Policies which keep us small
India has a large number of
labour laws, regulations and
rules, both at the center and the
state levels that govern the
employer-employee
relationship.
Each of these legislation’s
exempts smaller firms from
complying with these
legislation.
Size-based restrictions through
labour legislation creates
perverse incentives for firms to
remain small.

ECONOMIC SURVEY

What's policy go to do with it?
The National survey makes a
neat distinction between infants
and dwarfs.
Infant firms are small and young
while dwarfs are small but old.
While infant firms can grow to
become large firms that are not
only more productive and
generate significant
employment, dwarfs remain
small and contribute neither to
productivity nor to jobs.
Our policies till date create a
“perverse” incentive for firms to
remain small. If the firms grow
beyond the thresholds that
these policies employ, then they
will be unable to obtain the said
benefits.
Therefore, rather than grow
the firm beyond the said
threshold, entrepreneurs
find it optimal to start a new
firm to continue availing
these benefits. As
economies of scale stem
primarily from firm size,
these firms are unable to
enjoy such benefits and
therefore remain
unproductive.

With the appropriate grand
fathering of existing incentives,
they need to be shifted away
from dwarfs to infants. When
such incentives are provided to
firms irrespective of their age,
the incentives create “perverse”
incentives for firms to stay small.
Under MSME's Priority Sector
Lending targets, it is necessary
to prioritize 'start ups' and
'infants' in high employment
elastic sectors. This would
enhance direct credit flow to
sectors that can create the most
jobs in the economy.
Every incentive for fostering
growth should have a 'sunset'
clause, say, for a period of five to
seven years after which the firm
should be able to sustain itself.
The policy focus would thereby
remain on infant firms.
Focus on High Employment
Elastic Sectors: The manufacture
of rubber and plastic products,
electronic and optical products,
transport equipment,
machinery, basic metals and
fabricated metal products,

chemicals and chemical
products, textiles and leather &
leather products, are the sub
sectors with highest
employment elasticities. To step
up the impact of economy
growth on employment, the
focus has to be on such high
employment elastic sectors.
High Spillover Effects such as
Tourism: Developing key tourist
centres will have ripple effects
on job creation in areas such as
tour and safari guides, hotels,
catering and housekeeping
staff, shops at tourist spots etc.
It is possible to identify 10
tourism spots in each of the
larger 20 states and 5 spots in
the 9 smaller states and build
road and air connectivity in
these tourist attractions, which
would boost economic activity
along the entire route and
would also reduce the migration
of the rural labour force who
form a major proportion of the
total labour force.



The Way Forward

S

MSMEs that grow not only
create greater profits for their
promoters but also contribute to
job creation and productivity in
the economy.
Our policies must, therefore,
focus on enabling MSMEs to
grow by unshackling them.
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SUMMARY
MSMEs that grow not only

create greater profits for their
promoters but also contribute to
job creation and productivity in
the economy. Our policies must,
therefore, focus on enabling
MSMEs to grow by unshackling
them.
Job creation in India, however,
suffers from policies that foster
dwarfs, i.e., small firms that

being more than ten years old,
account for more than half of all
organized firms in
manufacturing by number, their
contribution to employment is
only 14 per cent and to
productivity is a mere 8 per cent.
In contrast, large firms (more
than 100 employees) account
for three-quarters of such
employment and close to 90 per
cent of productivity despite
accounting for about 15 per cent
by number.

firms create permanent jobs in
larger numbers. Also, young
firms create more jobs at an
increasing rate than older firms.
Size-based incentives that are
provided irrespective of firm age
and inflexible labour regulation,
which contain size-based
limitations, contribute to this
predicament.
To unshackle MSMEs and
thereby enable them to grow, all
size-based incentives must have
a sunset clause of less than ten
years with necessary grandfathering.
Deregulating labour law
restrictions can create
significantly more jobs, as seen
by the recent changes in
Rajasthan when compared to
the rest of the States.
Direct credit flow to young
firms in high employment elastic
sectors to accelerate
employment generation by recalibrating Priority Sector
Lending (PSL) guidelines.

never grow, instead of infant
firms that have the potential to
grow and become giants
rapidly.
While dwarfs, i.e., firms with
less than 100 workers despite
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The perception of small firms
being significant job creators
pervades because job
destruction by small firms is
ignored in this calculus: small
firms destroy jobs as much as
they create. In contrast, large

Focus must be on service
sectors such as tourism, which
has high spill over effects on
other sectors such as hotel &
catering, transport, real estate,
entertainment etc. Identifying
and promoting tourist spots for
development will help create
jobs.

EDITORIAL

Of This and That...
Drinking water from thin air
Its magic!?

drinking water from the
atmosphere is a big leap.
How does it work?

It's too tempting to use cliched
headlines like materializing
water from thin air. But you have
to agree that the process is
almost magical.
Almost anyone who has
sweated it out in Chennai or
Mumbai's unbearable humidity
in summer, know that there IS
moisture in the air. If we step
out for a morning walk in the
rare gardens which have grass,
plants and flowers, we would
have seen the dew condense on
these at that early hour.
But from that rudimentar y
understanding to a practical
gizmo which can extract water;

The machines run on electricity.
According to TNN dated 30th
June 2019, the technology was
first brought into India by a
company called WaterMaker in
2005. They suck in moisture
from the humidity in the air and
the coils inside it condense the
moisture to make water
droplets. Af ter a filtration
process you have nice clean
drinking water.
The company founder Meher
Bhandara is quoted as saying
that initially people were circling
around it looking for hidden
water pipes supplying the
water!
It is pretty pricey!
Apparently, the machines while
exciting curiosity did not exactly

fly off store shelves for a very
simple reason. WaterMakers 25
liter machine which is enough
for a family of four to drink and
cook with costs Rs 45000. Air O
Water's 100 liter machine costs
Rs.2 lakhs.
Maithri Aquatech and CSIRIndian Institute of Chemical
Technology (IICT), both from
Hyderabad, have developed an
atmospheric water generator
(AWG).
The market-ready version,
called Meghdoot, was
d e v e l o p e d a t t h e Wa t e r
Development Centre and R & D
Incubation at the IICT campus.
Maithri Aquatech has signed an
MOU with Bharat Electronics Ltd
(BEL). The AWG will be jointly
manufactured to meet the
demands of the defence,
strategic sectors and export
markets. Under the MOU 10000
units are to be supplied.
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AWG's different models have a
capacity ranging from 30 liters to
1000 liters depending on
temperature and humidity
conditions.
The low-power consuming, lowmaintenance device works in a
wide range of temperature and
humidity conditions, from 20
degrees C to 45 degrees C and
relative humidity of 30 to 100 per
cent.
It's exactly the kind of product,
Prime Minister Narendra Modi
should get interested in. Who
knows he will do for it, what he
did for the price of LED bulbs in
India. Make them crash!

Whether it is Bank accounts for
everyone or power to each
village (and now each house) or
free gas connections for the poor
or Ayushman Bharat or LED bulbs
for all, there is a core simplicity of
objective achieved with
enormous perseverance and use
of state-of-the-art technology.

states where 100% POS
machines have been arranged
for grain distribution and all PDS
shops have been connected to
the Internet.

Of a piece with this, is the One
nation-one ration card
announced on 29th June 2019 by
the Union Minister of Consumer
Affairs, Food and Public
Distribution, Ram Vilas Paswan.

 Work is in the final stage for
integrating the entire public
distribution system with the
Depots online system (DOS) to
ensure seamless working of the
National Food Security Act and
bringing further transparency in
the storage and distribution
process of food grains.

Implementation
 Government is going to
implement "One nation-one
ration card" scheme in the whole
country by 30th June, 2020.
The data of all ration cards will be
connected to one
server and any
beneficiary, anywhere
in the country, will be
able to pick up their
grain from any public
distribution system of
their choice after 30th
June, 2020.

While the Prime Minister is a
deeply polarising figure with a
huge number of fans and a good
number of critics, no one can say
that he does not think out-of-thebox.
A lot of it is very ordinary things,
few attempted to execute with a
fraction of the success he has
had.
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 Work on linking ration cards all
over the country with Aadhar
cards and organizing food grain
distribution mechanism in its
entirety through Point of Sale
(PoS) machine is in the final
stage.
Andhra Pradesh, Gujarat,
Haryana, Jharkhand, Karnataka,
Kerala, Maharashtra, Rajasthan,
Telangana and Tripura are 10

In these states any beneficiary
can take grain from any public
distribution system shop.

 This is crucial for beneficiaries

wherein 612 lakh ton of food
grains stored in warehouses of
FCI, CWC, SWCs and private
godowns are distributed among
81 crore beneficiaries annually.
This ensures seamless flow of
information online between FCI
and States, integrated so that
exact information on
procurement and distribution
across the nation is available
through the 'anna vitran' portal
and a specially designed
dashboard for the Minister or
officials to monitor.
Simple but stupendous changes
where implementation is the
key!

REGD. OFFICE :

T : 022 2164 5336
Shop No. 24, Sharmila Apartment, M : + 91 98192 99336
E : mehulmehta@creativeinfra.net
Model Town, Mulund (West),
W : www.creativeinfra.net
Mumbai - 400 080, India.

PLANT :
Creative Infra And Construction,
C/o. Rustomjee Urbania Project-RMC Plant,
Balkum Saket Road, Balkum, Thane (W).
Tel. : 022 2545 2622
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The Bullet Train – Finally picking up speed
The Mumbai - Ahmedabad bullet
train project is being
implemented by the National
High-Speed Rail Corporation
Limited (NHSRCL)
Planned expansion -10 new
routes

Indian Railways is gearing up for
the country's first ever bullet
train.
Replying to a query in the Rajya
Sabha, Piyush Goyal, the Railway
Minister said that the estimated
cost of the Mumbai-Ahmedabad
bullet train project is Rs 1,08,000
crore, which includes the cost of
the rolling stock as well.
81 per cent of this amount will be
funded through the loan from the
Japanese firm, Japan
International Cooperation
Agency (JICA).
As many as 24 bullet train sets
have been planned for
procurement from Japanese
companies through tendering
process for the upcoming
Mumbai - Ahmedabad bullet
train project.
6 Train Sets will be part of
“Make in India”
To p r o m o t e t h e M o d i
Government's ambitious 'Make
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in India' initiative, 6 out of over
24 train sets are planned for
assembling in India. The location
for this is to be decided by the
Japanese supplier.
In his recent visit to Japan for the
G20 ministerial meeting, the
Railway Minister Piyush Goyal
took out some time to ride in a
bullet train. After taking the
high-speed train ride and going
through its features, he said, the
cutting-edge Shinkansen
technology in partnership with
Japan will revolutionize train
travel in India.
India is adopting the Shinkansen
technology for its maiden bullet
train project since it is known for
its safety and punctuality.
While the initial few rakes for
bullet train operations will be
imported from Japan, eventually
the coaches will be
manufactured indigenously
under PM Narendra Modi's
'Make in India' project.

The upcoming bullet train will
take less than 3 hours to
complete a journey between
Ahmedabad and Mumbai. The
high-speed train will be operated
at a speed of 320 kmph.
En route both directions, the
bullet train will cover a total of 12
stations including Ahmedabad,
S u r a t , Va d o d a r a , A n a n d ,
Sabarmati, Bharuch, Bilimora,
Thane, Virar, Vapi, Boisar and
Mumbai. The bullet train is likely
to start service by 2022-23.
Indian Railways also has plans to
expand the bullet train network
with 10 new routes covering a
distance of approximately 6,000
km in total. So far, out of the 10
routes, six have already been
identified for the high-speed
train operations.
The 6 identified routes to run
bullet trains include New Delhi –
Amritsar, New Delhi – Kolkata,
New Delhi – Varanasi, New Delhi
– Mumbai, Chennai – Bengaluru
and Patna – Kolkata routes.
The project is likely to cost
around Rs 10 lakh crore.
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PROJECT 75 INDIA – “MAKE IN INDIA” SUBMARINES
Finally, off the ground
In February 2019 the Nirmala
Sitharaman - headed Defence
Acquisition Council cleared the
much-awaited Project 75 India
(P75I), which envisages the
construction of six conventional
submarines with better sensors
and weapons and the Air
Independent Propulsion System
(AIP).

that ends in 2030. As part of this
plan, India was to build 24
submarines - 18 conventional
submarines and six nuclearpowered submarines (SSNs).

bidder will be announced as the
winner of the competition.

A boost to Make in India

That joint venture- the Indian
company along with its foreign
partner, will then begin the
process of constructing the
submarines in the country.

Vishnu Som (NDTV June 20,
2019) reports that the Defence
Ministry in an announcement
has reached out to Indian
companies interested in taking
on the mega-project.

It is unlikely that the first made in
India submarine under Project
75-I will be commissioned into
the Navy before another five
years.
Can India become a
submarine design &
production hub?
According to the Defence
Ministry the project will provide
a major boost to the indigenous
design and construction
capability of submarines in
India, in addition to bringing in
the latest submarine design and
technologies as part of the
project.

The Government cleared the
P75I plan under the strategic
partnership model.

They are expected to respond to
the announcement within two
months.

This envisages an Indian
shipyard to be selected by the
government, which would then
nominate the foreign original
equipment manufacturer (OEM)
under the overall arch of 'Make in
India'.

Once Indian companies express
their interest in the project, the
Government will move to its
Request for Pricing (RFP) stage in
the procurement process on the
basis of which commercial bids
will be examined.

The P75I project is part of a
30-year submarine building plan

This will result in a shortlist from
which the name of the lowest

If the project is successful, India
could end up becoming a global
hub for submarine design and
production.
The Indian Navy is also retaining
the option of ordering a further
six submarines from the
consortium in the future. Today's
move is the second major step
taken by the Modi government
as part of its Strategic Partnership
Model.
Earlier, the Government had
cleared the procurement of 111
Naval Utility Helicopters (NUH).
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RIVIGO'S NATIONAL FREIGHT INDEX
Rivigo is a technology enabled
logistics company, which owns a
fleet of over 3,000 trucks.

terms of relative movement with
respect to the base month of
April 2018...

On June 20 it launched the
National Freight Index (NFI) with
an aim to bring transparency and
boost efficiency in the market.

What is the purpose of the
index? What problems will it
solve?

On June 20 it launched the
National Freight Index (NFI) with
an aim to bring transparency and
boost efficiency in the market.

Rivigo Freight has been solving
pressing issues in the
traditionally broker-led road
freight marketplace of the
country in three ways.

Secondly, by providing
suppliers, quality assurance
through algorithmic supplier
quality engine.
 Thirdly, by offering a digital,
hassle-free experience to
users of the platform to
manage their operations with
features like cashless fuel
filling, easy FastTag recharge.
Utility

What is it?
"In the existing logistics market
structure, there are high
inefficiencies due to information
asymmetry, which leads to a
great loss of value.
NFI will enable unrestricted
access and sharing of freight
rate information.
This will bring transparency in
the market and propel the
logistics sector towards
efficiencies and growth," Gazal
Kalra, Co-Founder, Rivigo,
addressing a press meet said.
The National Freight Index (NFI)
is a comprehensive barometer of
the road freight spot market in
India. NFI offers an aggregated
picture of both live rates and
historical trends of spot price
movements in the road freight
industry.
The index is represented in two
main forms, firstly in terms of
actual freight rates condensed to
INR per ton-km and secondly in
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First, by bringing price
transparency to fleet owners and
transporters through the Rivigo
Rate Exchange.

NFI will be useful to large and
medium enterprises who mostly
operate on fixed contracts.

Before Rivigo Rate Exchange
(RRE), there was no single
platform to view freight prices
and transact on more than 7
million lanes (origin,
destination pairs) and vehicle
type combinations in the
country.

It will help them to know how
they would have fared if they had
shifted part of their road freight
volumes from fixed to spot rates.
NFI can be visited at
https://nationalfreightindex.com
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THERE IS A GOAL IN THE BUDGET

We have something to aim at…. a $5 trillion economy
When ever y Management
expert worth the name talks
about goal-setting, it apparently
occurred to no one, that India
had for almost 72 years no real
goal to speak of. The best
anyone can come up with is the
“Garibi Hatao” of Indira Gandhi,
which was less a goal and more
of a political vote-gathering
slogan.
It finally required a Narendra
Modi to set a goal for the
nation…a $5 trillion economy
by 2024.
Of course, there are economists
who say that we should focus on
the real rupee GDP per capita
and not the level of GDP in
nominal dollars. That puts the
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focus on the behaviour of
inflation and exchange rate
dynamics over the coming five
years, and away from what
matters, which are the structural
economic reforms necessary to
boost real rupee GDP per capita,
they argue.
That aside, when a day after the
presentation of the Budget,
Narendra Modi called critics of
the Budget “professional
pessimists” he was not far of the
mark. This was tellingly brought
home in a television debate in
which, while one critic objected
to the $5 trillion goal as simply
unattainable another critic said
the IMF had recently projected
that India's GDP would touch
$4.7 trillion by 2024 and

therefore there was nothing
great about having $5 trillion as
a goal!
What is the purpose of the
Budget?
The budget is an annual
financial statement of the
Government showing item-wise
estimates of expected revenue
and anticipated expenditure
during a fiscal year.
The importance of the Budget
during the licence permit Raj,
was because that was the day
the Finance Minister would pull
rabbits out of the hat.
A sudden fall in the excise duty
rate of some plastic or steel item

COVER STORY

or a lowering of import duty on
some chemicals, which could
mean windfall gains or some
amendment or hike in direct tax
which could put a company in
the soup.
With GST now firmly in the
hands of the GST Council, there
is not much scope for any
dramatic jugglery. Even so
Finance Minister Nirmala
Sitharaman in her speech
contended herself with painting
a broad picture of what would
be done and left the nitty-grities
of where the funds would come
from to the actual Budget
papers and a Committee in the
case of funds for the ambitious
infrastructure development.
Economic scenario as it
impacts Budget-making
The bad news as far as the
general public is concerned is
GDP slipping down to 5.8% in
Q4 of 2018-19.

Though the interim Budget did
take care of the Banks which
were in deep trouble with NPAs,
they are still not in fine fettle.

To add to the misery is the state
of Non-Banking Finance
Companies (NBFC's), what with
the massive fallout of the
Infrastructure Leasing scam and
the over-exposure of many
Funds, particularly to the fragile
real estate market. The single
biggest job, as far as the Finance
Minister is concerned, in this
Budget has been to provide
additional capital to make the
economy function better.
Subhomoy Bhattacharjee in his
article in Swarajya of July 7th
asks and answers a question
which must be troubling a lot of
people.
Why should a mega economy
like India be so short of
capital?
 T h e a n s w e r, h e s a y s i s
because, India was profligate
and earlier spent money like
there was no tomorrow. More
importantly it was spent on
building the leakiest of assets,

such as Air India and BSNL.
So massive capital inputs
yielded little or no returns.

 Also, money literally burnt on
projects from gas fields to coal
mines, funds for re-afforestation
etc. and a host of such
expenditures for which there
were no returns and which
received strong strictures of the
Comptroller and Auditor
General of India. What we are
suffering is the hangover of such
mega spending.
 There is a disconcerting drop in
savings from both households
and the private sector-the
government sector is
traditionally a dis-saver. As a
result, gross fixed capital
formation at current prices has
declined to 27.9 per cent in the
fourth quarter of 2018-19.
The drop-in savings within the

private sector, he says, is visible
most starkly when one sees the
number of industrial groups
lined up before and inside the
bankruptcy courts. They are
there because the banks have
begun to pull back their capital,
faced with the mountain of NonPerforming Assets (NPAs) from
those capital guzzlers.
 What remains are what you
and I save; household savings.
But this too has begun to
decline since about 2011-12
when it was 23.6 per cent of
Gross Domestic Product (GDP).
It was just 17.2 per cent in
2017-18.

So, what Subhomoy
Bhattacharjee is saying is
reasonable enough, which

TISA - JULY 2019 29

COVER STORY
others had confirmed and
cautioned against prior to the
Budget. Not to expect fireworks.
He believes when she walked
into Parliament at 11 a.m. on the
morning of 5th July, she was:
 Constrained by a set of
circumstances
 Had to get hold of additional
c a p i t a l t o l ub r i c a t e t he
economic engine
 Wanted to get in investors
from abroad.
 Had to convince them that
Government would be fiscally
restrained.
It has indeed begun to be fiscally
restrained for the past few years,
but it takes a long time for the
rating agencies to be convinced
that it will continue to do so.
So, what did she do about it?
Finance Minister Nirmala
Sitharaman, in her maiden
Union Budget presentation on
July 5, announced measures for
revival of non-banking finance
companies (NBFCs) and a
recapitalisation plan for staterun banks.
In a major step aimed at easing

the ongoing stress in the NBFCs,
the Centre will lend a helping
hand to top-rated entities. To
enhance liquidity access for the
sector, the Government will
provide one-time six-month
partial guarantee of Rs 1 lakh
crore to state-run banks for
purchasing consolidated high-
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rated pooled assets of
financially-sound NBFCs during
the current financial year.
Government will provide one
time six months' partial credit
guarantee to Public Sector Banks
for first loss up to 10%.

requirements of the
infrastructure sector is a
welcome move and should
mean more potential traction
and leverage through National
Investment and Infrastructure
Fund.

T h e F i n a n c e M i n i s t e r
announced an infusion of
Rs.70,000 crores into Public
Sector Banks to help improve
credit growth in the economy.
Meanwhile overall NPAs of
commercial Banks have reduced
by Rs.1 lakh crore in the last one
year and the Government has
recovered bad loans worth Rs 4
lakh crores through the
Insolvency and
Bankruptcy Code (IBC)
and other measures taken
since the last four years.

India's sovereign external debt
to GDP is among the lowest
globally at less than 5%.
Government will start raising a
part of its gross borrowing
program in external markets in
external currencies.

The Budget has given
the RBI sweeping powers
over housing finance
companies (HFCs) and
NBFCs, including the
power to change the
management at these firms. The
Budget has relieved the
National Housing Bank (NHB) of
its regulatory powers over
H o u s i n g F i n a n c e
Companies(HFCs) and handed
them back to the RBI.
 FM's emphasis on

Infrastructure Debt Funds (IDF),
deepening of bond market and
expressing intent to consolidate
relationships with global
pension and sovereign funds to
meet long-terms investment

A small reminder to the
middle-class

T h e I n t e r i m B u d g e t o n
February 1, 2019 of Acting FM
Piyush Goyal gave a fair number
of sops:
I n c r e a s i n g t h e S t a n d a r d
deduction limit from the
₹40,000 announced last year to
₹50,000.
Raised the rebate amount to
₹12,500 and the limit to ₹5 lakh
a year. This means that those
earning up to ₹5 lakh a year will
be exempt from tax.

No time for maintaining Accounts & Tax compliance?

Looking for an Accountant?
Here is a perfect Solution for you..

Naik's Consultancy Services.
Accounts & Tax Solutions.

Services Offered
 Accounting & Finalization. Goods & Service Tax (GST).
 Income Tax.
 Tax Deducted at Source(TDS).
Contact Office at: A/7,Friends Estate,Pokhran Road no 1, Upvan,Thane‐West, 400 606.
Mobile +91 986 9547966, 9820176804 , Email:‐ amarnathnaik8@gmail.com
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This does not take into account

the exemption of ₹1.5 lakh
available to taxpayers under
Section 80C of the Income Tax
Act.

Yeah and on 5 July, 2019 the
FM decided to do some good
and the other not-so-good
things:

th

multiple tax ledgers to be
replaced by one; invoice details
to be captured in a central
system.

PAN and Aadhaar are now

Basic customs duty on certain
items to be increased to
promote the cherished goal of
Make in India. Import of defence
equipment not manufactured in
India are being exempted from
basic customs duty.

Since the 80C exemptions
effectively reduce the taxable
income, those earning up to
₹6.5 lakh a year will not have to
pay tax if they make full use of
the deductible investments such
as Provident Fund.

interchangeable. Those who
don't have PAN can simply quote
the Aadhaar number while filing
their tax returns and use it
wherever they required to use
PAN.

It contained a provision to

Rs 5 crores a year would pay a
surcharge of 37.5% on their tax,
over and above their 30%
marginal tax. This works out to
an effective rate of 41.1%. Add
to that various cess and the peak
tax rate comes to 42.7% which is
higher than the peak US rate of
40%.

increase the Tax Deduction at
Source (TDS) threshold on
interest earned on bank or post
office deposits to ₹40,000 from
the current ₹10,000.
 The TDS threshold for

deduction of tax on rental
income was increased to ₹2.4
lakh from the current ₹1.8 lakh
It also increased the Tax
Deduction at Source (TDS)
threshold on interest earned on
bank or post office deposits to
₹40,000 from the current
₹10,000.

Individuals earning more than

To discourage the practice of
making business payments in
cash, the Government proposes
to levy TDS 2% on cash
withdrawal exceeding Rs.1
crore in a year from a Bank
Account.

In addition, the TDS threshold

for deduction of tax on rental
income wasalso increased to
₹2.4 lakh from the previous
₹1.8 lakh.
st

All this was on 1 February,
2019 remember? Just five
months ago.
Fully automated GST Refund
module shall be implemented;
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To provide further impetus to
affordable housing, additional
deduction of Rs. 1.5 lakh rupees
on interest paid on loans
borrowed up to 31st March 2020
for purchase of house up to Rs.
45 lakhs.
A d d i t i o n a l i n c o m e t a x
deduction of Rs 1.5 lakh rupees
on the interest paid on the loans
taken to purchase electric
vehicles.

What's in it for us MSMEs?
25% Income Tax applicable to
companies with turnover of Rs
250 crores now extended to
companies with turnover of up
to Rs. 400 crores which she took
pains to explain applied to
99.3% of the companies,
leaving the 0.7% big companies
out in the cold.
For the MSME sector, Rs.350
crores have been allocated for
FY 2019-20 under the interest
Subvention Scheme, for 2%
interest subvention for all
registered MSMEs, on fresh
incremental loans.

COVER STORY
More than Rs.3.75 lakh crores
are blocked in litigations in
Service Tax and Excise (pre-GST
regime).
The Budget proposes a dispute
resolution-cum-amnesty
scheme, called “the Sabka
Vishwas Legacy Dispute
Resolution Scheme, 2019” that
will allow quick closure of these
litigations. The relief under the
Scheme varies from 40% to 70%
of the tax dues for cases other
than voluntary disclosure cases.
Government will create a
payment platform for MSMEs to

 To bring more participants,
especially NBFCs, not registered
as NBFCs-Factor on the TReDs
platform, for discounting MSME
Invoices, amendment in the
Factoring Regulation Act, 2011
is necessary and steps will be
taken to allow all NBFCs to
directly participate on the TreDS
platform.
 The pension benefit is being
extended to 3 crore retail traders
and small shopkeepers whose
annual turnover is less than
Rs. 1.5 crores, under a New
Scheme, Pradhan Mantri Karam
Yo g i M a a n d h a n S c h e m e .

enable filing of bills and
payment. This will help
eliminate delays in payment and
give a boost to investment in
MSMEs.

Enrolment into the Scheme will
be kept simple requiring only
Aadhaar and a Bank Account
and the rest will be on selfdeclaration.

This comes in the backdrop of
the Government's plan to start
an e-commerce platform on the
lines of “Amazon and Alibaba”
to sell products from MSMEs
and the Khadi and Village
Industries Commission.

 The Stand-Up India Scheme
has been extended up to the
year 2025.
The objective of the Stand-Up
India scheme is to facilitate
bank loans between 10 lakh and
1 Crore to at least one Scheduled

Caste (SC) or Scheduled Tribe
(ST) borrower and at least onewoman borrower per bank
branch for setting up a green
field enterprise.
 Skill development to focus on

new-age skills like Artificial
Intelligence, Internet of Things,
Big Data, 3D Printing, Virtual
Reality and Robotics.
 Under the Scheme of Fund for

Upgradation and Regeneration
of Traditional Industries (SFURTI)
100 new clusters will be set up
during 2019-20, enabling
50,000 artisans to join the
economic value chain. Focused
sectors are Bamboo, Honey and
Khadi clusters.
The Scheme for Promotion of
Innovation, Rural Industry and
Entrepreneurship (ASPIRE)
would be consolidated for
setting up 80 Livelihood
Business Incubators (LBIs) and
2 0 Te c h n o l o g y B u s i n e s s
Incubators (TBIs) in 2019-20 to
develop 75,000 skilled
entrepreneurs in agro-rural
industry sectors.
B u s i n e s s e s w i t h a n n u a l
turnover more than Rs.50 crores
to offer low cost digital modes of
payment; no MDR charges to be
imposed on customers /
merchants.

Startups now have it good
It says much for the confusion
caused by multiple schemes that
many in the MSME ecosystem
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have no real idea what a Startup
is supposed to be. Well for
starters (pun intended) your
company must meet the
following criteria to be
considered eligible for the
Department for Promotion of
Industry and Internal Trade
(DPIIT) to recognise you as one:

 You should not be more than
10 years old from the date of
incorporation
 You should be incorporated as

a Private Limited Company, a
Registered Partnership Firm or a
Limited Liability Partnership
 Your annual turnover should

not exceed Rs.100 crores for any
financial year since
incorporation.
 The entity should not have

been formed by splitting up or
reconstructing an already
existing business.
 You should be working

towards development or
improvement of a product,
process or service and/or have a
scalable business model with
high potential for creation of
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wealth & employment.
 Start-ups enjoy a range of
benefits from exemptions under
labour laws to tax holiday for 3
years etc but one issue which
has bugged them badly is the
“angel tax issue” which is a
30.9% tax levied on external
investors (angels) in startups.

This is because the income tax
department was treating the
investment above “fair value”
valuations as “income from
other sources”. The “excess
valuation” was due to generous
subjective valuation based on
discounted cash flows which is
why the investors were deemed
“angels” in the first place. This
issue which has been hanging
fire since 2012 has now been
hopefully resolved.
1. To resolve the angel tax issue,
startups and investors filing
necessary declarations are no
more constrained by any kind of
scrutiny with respect to the
valuation of the share premium.
Funds raised by the startup are
no more subject to undergo the
scrutiny from the Income Tax

Department and existing cases
will be disposed of accordingly.
2.Income tax assessing officers
(AOs) need to obtain prior
approval from their supervisory
officers before conducting an
inquiry or verification of the
income tax return filed by the
start-ups. The Finance Minister
has proposed relaxed norms for
carrying forward and setting-off
losses for start-ups.
3.Startups funded by CategoryII Alternative Investment Fund
(AIF) are now exempted from
angel tax, they no longer will be
questioned where funding
exceeds the face value of
shares, as per under Section
56(2) (viib). This amendment
will be effective from 1st April
2019.
4.This was followed up by
Central Board of Direct Taxes
(CBDT) Chairman P. C. Mody
who said in an interview that all
"legacy issues" related to
startups will be resolved
through a consultative process
and under a strict supervision of
senior officers of the
department and the Board.
The issues resolved are with
regard to the definition of
startups, with regard to the
issue of valuation of shares and
with regard to sources of funds,"
the CBDT boss said.
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To improve ease of doing
business:
Incubators:80 new livelihood
and 20 technology incubators
have been announced.

These incubators are designed
with the intent to help aspiring
entrepreneurs to come up with
their own start-ups.
Tax Exemptions: Section 54GB
of the Income Tax Act, 1961
offers an exemption of tax on
the capital gains made by
selling a residential property or
a piece of land and investing the
sum in equity shares of a startup company.

Startup TV Channel: The
announcement by the Finance
Minister, Nirmala Sitharaman of
a dedicated TV Channel on
Doordarshan to be set set-up by,
of and for Startups is one of the

most revolutionary statements
made by any Finance Minister in
independent India because it
signifies a clear break and a
liberation for entrepreneurs
from the nameless stigma
which socialistic thought
process had assigned
entrepreneurs and wealthcreators for the last 72 years.
The infrastructure that we
always wanted…

With private capex subdued,
Government emerged as the
biggest spender on
infrastructure over last several
years, the Finance Minister
proposed to invest a whopping
Rs. 100 lakh crores in the
infrastructure over the next five
years.
The Government announced the
formation of an expert
committee to suggest ways to
address the challenges of
infrastructure financing. The
expert committee will
recommend a structure and
flow of funds through
development finance
institutions, the Finance
Minister said in her budget
speech
 FM proposed to use PublicPrivate Partnerships to unleash
faster development and
completion of projects and to
make available a blueprint this
year for developing National
Highway Grid, gas grids, water

The company must then utilise
the amount to acquire new
assets.
This exemption under Section
54GB was available for
investments made only till 31
March 2019.
As per the latest amendment,
the exemption is now extended
until 31 March 2021.
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grids, i-ways and regional
airports.
A comprehensive restructuring
of National Highway Program to
ensure that the National
Highway Grid of desirable
length and capacity is created
using financeable model. After
completing Phase-I of
Bharatmala, states will be
helped to develop State road
networks in the second phase.
Also, Rs.80,250 crores are to be
invested on upgrading 125,000
kms of rural roads in the next
five years.
Regarding Government's
vision for using rivers for cargo
transportation, the movement
of cargo volume on Ganga is
estimated to increase by nearly
four times in the next four years
which will substantially bring
down cost of moving freight.
The navigational capacity of the
Ganga is being increased by the
Jal Marg Vikas Project wherein
two multi-modal terminals at
Sahibganj and Haldia, a
navigational lock and Farrakka
would be completed this year.
 O n t h e a n v i l f o r
implementation are the HighLevel Empowered Committee's
recommendations for the
retirement of old and inefficient
plants and making up the low
utilization of Gas Plant capacity
due to paucity of Natural Gas.

The performance of the Ujjwal
Discom Assurance Yojana
(UDAY) will be improved.
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In the second phase of PMAY,

Governments will work together
to remove barriers like cross
subsidy charges, undesirable
duties on open access sales or
captive generation for industrial
and other bulk power
consumers. Besides these
structural reforms, reforms are
n e e d e d i n t a r i f f p o l i c y.
A package of power sector tariff

1.95 crore houses are proposed
to the beneficiaries.

Electric vehicles got a fantastic
and unexpected boost from
Finance Minister Nirmala
Sitharaman. The baggage of

and structural reforms would
soon be announced.

 Proposed reducing the GST

9.6 crore toilets have been
constructed since 2 October
2014. More than 5.6 lakh
villages have become open
defecation free. Swachh Bharat
mission to be expanded to
undertake sustainable solid
waste management in every
village.
Jal Shakti Ministry will look
after the management of our
water resources and water
supply in an integrated and
holistic manner and will work
with states to ensure 'Har Ghar
Jal', to all rural households by
2024 under 'Jal Jeevan Mission'.

A dramatic step forward on
Electric Vehicles

goodies she unloaded included:
rate on electric vehicles from the
current 12 per cent to five per
cent in a bid to push the sale of
EVs in the country.
In addition, there will be an
income tax deduction of ₹ 1.5
lakh on the interest paid on the
loans taken to purchase electric
vehicles.
 It included the proposal for
custom duty exemption on
import of specific components.
 The new proposals will be in

addition to the Rs.10,000 crore
allocated for EVs under the
FAME II scheme and includes
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solar storage batteries and
charging infrastructure as well.
The GST council will have to
consider and revise the norms,
so it can be passed to customers.
The substantial intervention will
do much to bring parity between
EV and petrol/diesel driven
vehicles. With recommended
transition for 3 wheelers from
2023 and for 2 wheelers below
150 cc from 2025 Government

has, for once, acted to ensure
that its stated prioritization of
Electric Vehicles in this country
gets off to a well-assisted start.
It must be kept in mind that
Electric Vehicles will truly find
acceptance only when there is
ample and speedy charging
infrastructure.
It is, therefore, reasonable to
claim that the Government must
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also reduce GST on
charging/batter y swapping
services from 18 per cent to 5
per cent, which will be the same
as it is for public transport
services.
th

An article dated 5 July in the Car
and Bike quotes Dr. Pawan
Goenka, MD - Mahindra &
Mahindra as saying, "As an
industry, we cannot ask for
more.

The Government has done what
it could do and now the onus is
on the industry and the service
providers to make the electric
vehicle dream happen.
The reduction in the GST rates
will greatly benefit the twowheeler industry that has been
spurt of growth in the number of
EV players in recent times.
Homegrown manufacturers
including Hero Electric, Ather

Energy, Okinawa Autotech,
Revolt Motors and more
welcomed the move.
For fleet applications and for
commercial applications,
electric three-wheelers are now
commercially viable. An electric
three-wheeler operator will earn
more and save more per month
than he/she does from an ICE
engine (vehicle). Earlier, the
passenger vehicles for falling

short in an aggregate taxi
application.
But now I think with all the
changes with the FAME II
benefit and the registration tax
not happening, and if the
income tax benefit applies for
fleet buyers, then it definitely
would make overall electric
v e h i c l e s v i a b l e f o r f o u rwheelers. And viability is the

COVER STORY
best way to spur demand.”
A good thing is that this nudge
from the government comes at
a time when many original
equipment manufacturers
across cars and two-wheelers
such as Tata Motors, Mahindra
and Mahindra Ltd, Hyundai
Motor India Ltd, Maruti Suzuki
India Ltd, Hero MotoCorp Ltd
and Bajaj Auto Ltd are set to hit
the market with EVs.

The outcome of the studies,
however, is that lured by these
concessions, firms/enterprises
tend to stagnate over time.
If we take the Niti Aayog's view
to be the view of the
Government what it means is
that various concessions and
facilities being given to MSMEs
will be for a specific term, say 5
or 7 years after which it will
expire.

Some lessons for us MSMEs

that, unusually, Government is
setting the pace in certain areas
like Solar and Electric Vehicles.
In a licence-permit Raj, we
were forever beggars, seeking
some concession or sop,
knowing that we would never
get the things.
We really needed to succeed as
entrepreneurs, namely good
roads, continuous quality
power, water, streetlights,
sanitation, transportation
systems etc.

Chapter III of the Economic
Survey of India, a summarised
version of which appears in this
magazine as “Nourishing
Dwarfs to become Giants” is to
my mind mandatory reading.
The fundamental lessons
derived from the studies
quoted in that Chapter are, that
small is not necessarily
beautiful.
Further, small and older than 10
years firms/companies are
definitely not as innovative,
productive, likely to grow big or
employ more people, as larger
and younger firms.
This is contrary to the normally
accepted belief that small
industries and service provide
maximum employment and
therefore deserve
unconditional encouragement
and concessions whatever their
age.

Change in mindset

We need to change

MSMEs are and will be
changing right in front of our
eyes.

If we are honest, we will admit
that changes in all these areas
have commenced happening at
an increasingly rapid pace.

The brick-and-mortar MSMEs
we thought of as the
permanent features of the
Indian landscape are
transforming across the length
and breadth of the country with
AI, Robotics, 3 D/4D
Manufacturing, Virtual imaging
and so on.
Perceptive people will observe

We are increasingly taking
power supply for granted when
earlier we were connected to
the diesel power generator by
an umbilical cord. Roads are
getting concretized and better.
Highways across India are
being constructed at an
average of 25kms per day, has
touched 31 kms in December
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2018, while Nitin Gadkari daily
proclaims that he will take it to
40 kms. Ambition is not a bad
thing!
The Western and Eastern Freight
Corridors are getting ready.
When these are ready freight
will start moving at upwards of
80 kms per hour from the 25 kms
at present. More corridors are
on the anvil.

What of the future?
Let me make a prediction.
The Budget which used to
earlier come like a Biblical
revelation will become pretty
boring. More the annual
accounting, financial statement
it was always meant to be.

These will free up passenger
tracks on which more trains at
faster speeds of 160 kms can
run. These are not pipe dreams
but things we can go and touch
and see.

W i t h G S T, t h e r a t e s a r e
determined by the GST Council.
One can anticipate that as we
c o l l a p s e r a t e s t o g e t h e r,
minimise the number and the
percentage, perhaps bring oil
too under GST, there will be less
reason to twiddle and make
changes.

There is a Government in place
which is voluntarily actually
telling Startup companies to run
a separate Channel on
Doordarshan by, of and for
Startup companies.

Because the pace of change in
technology, global trade and
other conditions will require
rapid responses by
Government, annual Budgetary
responses simply wont do.

For those who grew up in the
worst years of the Licence Permit
Raj that is the final proof that
things have changed.

Government will have to be
anticipating, planning,
reviewing and acting on the
economic front on almost a daily
basis.

40 TISA - JULY 2019

Everything is not hunky-dory
yet
True, but for those whose eyes
are not closed the contours of
the coming changes are already
visible.
 The Government is bringing
out a policy framework for
making India a global hub of
aircraft financing and leasing
activities.
The idea is to encourage new
industries to come up,
leveraging India's existing
capabilities that will add more
quality jobs.
 India has emerged as a major

space power. To harness India's
space ability commercially, a
PSU, New Space India Limited
(NSIL) has been incorporated to
tap the benefits of ISRO.
 On 15

th

July, 2019 when
Chandrayaan 2, India's lunar
mission blasts off from
Sriharikota to go where no
country has ever gone before the Moon's south polar region it
will symbolise what
Mangalyaan did, that we are
technologically strong,
prepared to think out-of-box
and have the courage of our
convictions!

Finance

A RESCUE PLAN FOR LIQUIDITY-HIT MSMEs
DeMo and GST have wrongly criminalised unaccounted
MSME funds, which lie frozen in banks.
These funds should be released.
Bhawarlal Chandak
FY 2014 show banks' financing
covered about one-third of their
total turnover.
Taking into account turnover of
firms below the taxable slab and
unaccounted transactions, more
than two-thirds of business
financing is through non-bank
finance channels (NFCs).
Anecdotally, only 5-10 per cent
of MSMEs avail bank credit.
NFCs are lenders-of-last-resort
for MSMEs / unorganised
businesses. Banks' excess
liquidity holding in Statutory
Liquid Ratio(SLR), large financial
investment/liquidity holdback by
financially sound firms, and
flight to safety and security,
have created a liquidity
mismatch in the financial system.

The epochal GST was expected
to boost manufacturing, capex,
employment, tax revenue and
formalisation of the informal
sector.

Widespread interfirm payment
delays/defaults and low bank
credit confidence, transmit
liquidity shocks across
businesses.

However, these objectives
remain mostly unrealised
due to disruptions in
circulation of unaccounted /
informal business
capital/working funds
following demonetisation
and GST.

Firms and farms are currently
experiencing a liquidity gridlockled recessionary trend, despite
the volume of currency in
circulation, with bank credit and
deposits being higher than their
pre-demonetisation levels.

As such, bank-centric liquidity
enhancing measures alone will
have very limited impact.

Narrow liquidity view

GST impact

The general understanding of
liquidity is Bank-centric.

The common explanation offered
by businesses for the
widespread slowdown is acute
shortage of liquidity in terms of
formal business capital to

Histor y shows that major
macroeconomic disturbances are
associated with disruptions in
financial flows. Slowdown
caused by such disruptions are
painful and long drawn out.

However, over 94 lakh business
units' income tax return data for

This aggravates the liquidity
crisis.

TISA - JULY 2019 41

Finance
finance GST transactions.
Available, unaccounted business
capital cannot finance these.

Tax-evasion at the individual
business level becomes a
necessity due to prevailing
industr y practices and tax
evasion by competitors.

activities, is formalised with a
low penalty.
It is imperative for policymakers
to appreciate that this money
cannot be treated at par with
black income generated through
a d u b i o u s m a n n e r, o r b y
indulging in anti-social/antinational activities. Low penalty
is thus justified.

This mismatch arising from
disruption in circulation of
unaccounted business
capital/funds is creating
unprecedented liquidity crisis
across businesses. This capital
carries the stigma of black
money.

But rather than earning higher
unaccounted income,
stiffcompetition generally forces
the entrepreneur to pass on
gains from tax evasion into lower
prices.

Its use in formal transactions
carries risk and fear of income tax
s c r u t i n y, h a r a s s m e n t a n d
retrospective tax. Financing of
numerous day-to-day formal
business transactions has been
hit. This aspect should have been
considered while implementing
GST.

In general, MSMEs / small
traders don't earn a fair
economic return on the present
value of their investment.
Further, during demonetisation,
a part of unaccounted business
capital got deposited in bank
accounts with relaxed K YC
norms.

Most businesses prefer to do
clean and hassle-free business
u n d e r G S T. R e s t o r i n g f u l l
circularity of business funds
increases velocity of money. This
boosts liquidity, businesses'
confidence and activities.
Without this, businesses face a
recession triggered by a liquidity
crunch.

Unrealistic treatment of this
capital on par with black money

Now, with withdrawal requiring
full K YC compliance and
subsequent monitoring,
including a trail of its uses, by
income tax authorities, there
have been other consequences.

However, survival instinct forces
businesses to game the GST
system. This has already started.
It dents GST's objectives of
formalisation of transactions and
higher tax revenue.

A part of this business capital
remains invested in bank
deposits. This adds to reduction
in availability of funds for
businesses.

Draft proposal

under voluntar y income
disclosure schemes
disincentivised its conversion
into formal money.
Who will pay high penalty rates
for the sur vival/livelihood
capital, so essential to run a
business?
Many small firms accumulate
business capital over the years
out of incomes which may fall
below the tax-paying slab.
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A way out
The Prime Minister's repeated
call for formalisation of MSMEs,
his support mission for the unorganised sector and assurance
against non-scrutiny of their past
business records can work, only
if the conversion of this
unaccounted capital but earned
from legitimate business

Conversion of business capital

in the form of unaccounted cash/
bank deposits into formal funds
m a y b e a l l o w e d t o G S Tregistered firms with only 10-20
per cent progressive penalty
structure.
 Conversion may be restricted to

deposits up to ₹ 2 crore. This may
facilitate a business to have an
annual turnover of ₹8-10 crore
with four to five working capital
cycles in a year. It may cover a
majority of the firms.
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Nitty-gritties of the scheme,
penalty rates and conversion
amount can be finetuned/changed after discussions
with trade and industry. This will
enormously help businesses to
increase their business under
GST.

lakh and 20 per cent for ₹50
lakh to ₹2 crore. No doubt,
some black money may flow in
under the scheme. However,
the saving grace is that this
money will then be used for
productive purposes. It may be
considered a small evil to
achieve larger national goals in

holding the price-line.
GST revenue will leapfrog with
steady growth in turnover.
Formalisation of business
transactions will be easy, faster
and widespread.
Higher growth will mitigate
NPA problems and lead to better
NPA asset value.
Drastic reduction in transaction
velocity of money leads to
widespread depression. This will
be reversed.

Employment will
increase. Tax revenue may
surpass the estimates. It must
be recalled that in the past this
money was used in financing
economic activities. To bring
informal businesses under GST,
it would be practical to have
such a scheme with the
following indicative conditions:
All the unaccounted
funds/cash holdings/bank
deposits of a business need to
be deposited in a designated
current account of a Bank linked
to business activities under
GST;
The deposit can be used for

business transactions only;
A graded penalty upfront on

the total declared deposits /
cash may be imposed; for
example, 10 per cent up to ₹50
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terms of business growth,
employment and formalisation
of business transactions.
Advantages of the move

[This article was earlier
published in Feb. 9, 2019 issue
of the Hindu Business Line The
author B.L. Chandak is a former
Dy. General Manager of SIDBI.
He has an M.A. in Economics
from JNU and his articles have
been published in many leading
financial dailies and journals.

 The supply chain financing

network can be boosted without
loss of time.
Transmission of liquidity and
late payment shocks are
controlled.

 Revival of the unorganised
sector will be faster, steady and
efficient.
 Increased funds flow helps in
better farm prices. Earlier use of
informal funds in purchasing of
farm output by millions of
traders/grain merchants during
harvest time and selling these
during lean season did help in

He has made presentations at
RBI, Ministr y of Finance,
DC(MSME), SEBI, XLRI, CA
Institutes and many Industry
Associations.
He can be contacted at
blchandak@gmail.com
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TIME FOR ACTION - UNLEASHING MSME POWER
RECOMMENDATIONS OF THE EXPERT COMMITTEE
APPOINTED BY RBI
Overview
The Reserve Bank of India has
just put out the U.K. Sinha-led
Committee's report on its
th
website on 25 June. It can be
accessed by member
Associations and entrepreneurs
at https: //www. rbi.org.in /
Scripts/PublicationReportDetails
.aspx ?UrlPage=&ID=924.
The 129 pages Report is required
reading for all Industr y
Associations and entrepreneurs
wanting to enter into an
informed dialogue with
Classification

Government and other
authorities. What follows is an
attempt to give an overview of
the brief given to the Committee
and some of the key
recommendations of immediate
interest to MSMEs.
The MSME sector contributes in a
significant way to the growth of
the Indian economy with a vast
network of about 63.38 million
enterprises.
The sector contributes about
45% to manufacturing output,
more than 40% of exports, over

Manufacturing Enterprise
(Investment in Plant and Machinery)

28% of the GDP while creating
employment for about 111
million people, which in terms of
volume stands next to the
agricultural sector.
Current Classification proposed Turnover based
Currently, the classification of
MSMEs is done based on
investment in plant &
machiner y/equipment in
accordance with the provision of
Section 7 of MSMED Act, 2006,
as given below:

Service Enterprise
(Investment in Equipment)

Micro

Upto Rs. 25 lakhs

Upto Rs. 10 lakhs

Small

Above Rs.25 lakhs to Rs. 5 crores

Above Rs.10 lakhs to Rs. 2 crores

Medium

Above Rs.5 Crores to Rs. 10 crores

Above Rs.2 crores to Rs. 5 crores
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To facilitate ease of doing
business, the Government has
proposed turnover based
definition by replacing the
current investment-based
definition of MSMEs. The
Committee has found the
proposed definition rational,
transparent, progressive and
easier to implement with the
introduction and
operationalization of Goods and
Services Tax (GST).

Committee Brief
Reserve Bank of India
constituted the present Expert
Committee on MSMEs to
undertake a comprehensive
review of the sector and to
identify causes and propose
long-term solutions, for their
economic and financial
sustainability.

Ensuring flow of credit to the
sector
Paving the way for preference
in Government procurement
to products and services of the
MSEs.
Address the issue of delayed
payments, etc.

The registration under GST has
also led to formalization of the
sector to a certain extent.
The Committee also felt that in
view of the need to adjust the
definition criteria from time to
time in the context of the
changing economic scenario, the
Pa r l i a m e n t m a y c o n s i d e r
delegating the power of
classif ying MSMEs to the
Executive.
Challenges
MSMEs continue to face
challenges of formalization,
access to knowledge services,
access to timely and adequate
finance, improving
competitiveness, availability of
skilled man-power, access to
latest technology and marketing.
The MSME sector is yet to benefit
from the advances in
digitization, which can
substantially reduce cost and
time for this sector.
MSMEs were also affected in the
recent past due to structural
changes in the economy.
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The Committee has looked into
areas of capacity building, policy
changes and financing needs so
as to unlock the potential of this
sector.
What the MSMED Act, 2006
does and needs to do
The MSMED Act, 2006, was
enacted to provide enabling
policy environment for
promotion and development
o f t h e s ec to r by way o f
defining MSMEs, putting in
place a framework for
Developing and enhancing
competitiveness of the MSME
enterprises.

Re-imagining the Act
The thrust areas of the MSMED
Act, 2006 should be
Market facilitation
Promoting ease of doing
business for MSMEs
It needs to become a
comprehensive and holistic
MSME Code which:
Provides for doing away with a
plethora of laws under different
Acts.
Substitution of area-wise and
arbitrary jurisdiction with a
policy based and transparent
inspection system.

REPORT

The new Act should develop a
conducive business environment
for expansion of MSMEs by
addressing major challenges
relating to:
Physical infrastructure
bottlenecks
Absence of formalization

Recommendations:

This mechanism will entail
automatic display of the names
of the defaulting buyers and act
as a moral pressure on the
buyers to release payment to
MSE suppliers.

 Amend the MSMED Act to
require all MSMEs to
mandatorily upload all their

 Most States have only one MSE
Facilitation Council (MSEFC)
which is not adequate to cater to

invoices above an amount to be
specified by Government, from
time to time, to an Information
Utility.

delayed payment cases arising in
the entire State. Hence, there is a
need to increase the number of
Facilitation Councils particularly
in larger States.

As timely payments to MSEs is of
least priority to the buyers, the
solution must be necessarily
designed around the buyers.

Technology adoption
Capacity building’
Backward and forward linkages
Lack of access to credit
Risk capital
Perennial problem of delayed
payments etc.
Major issue – Delayed
Payments

Other Issues:
1)Procurement Policy: As per
the MSMED Act, Government
has notified its procurement
policy where PSUs/ Government
Departments have to procure
25% of their procurement from
MSEs.

MSEs face problems of delayed
payments and hesitate to
enforce the legal provisions
available to them under the
MSMED Act due to their low
bargaining power.

Set up a monitoring authority
under DC MSME and should be
notified under IBBI IU Regulation
No. 23 (Insolvency & Bankruptcy
Board of India).

To further strengthen the
procurement mechanism, the
Government has also launched
the Government e-Marketplace
or GeM portal.
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Recommendation

Recommendation

a) The Committee recommends
that Government should make it
mandatory for PSUs/
Government Department to
procure from MSEs up to the
mandated target of 25%
through the GeM portal only.

Government should make PAN
as a Unique Enterprise Identifier
(UEI) and the same should be
used for various purposes like
procurement, availing
government sponsored
benefits, etc.

b) Further, the portal can be
developed as a full-fledged
market place enabling MSE
sellers to procure raw-material
as well.

3)Start-ups: Enabling
environment, encompassing tax
concessions, well developed
infrastructure, ease of doing
business, exit policy, etc.
available in other countries is
incentivising the Indian startups to migrate.

c) The Committee also
recommends that the General
Financial Rules (GFR) and
Departmental Procurement
Codes/ Manuals, as the case
may be, be amended to prohibit
placing of purchase orders in
excess of the annual budget
approved by the Legislature/
Government.
Committee also recommends
that the General Financial Rules
(GFR) and Departmental
Procurement Codes/ Manuals,
as the case may be, be amended
to prohibit placing of purchase
orders in excess of the annual
budget approved by the
Legislature / Government.
2) Multiple Registrations:
Presently, MSMEs must do
multiple registrations with
various entities such as Udyog
Aadhaar portal, GSTN, NSIC, etc.
This leads to cumbersome
registration process and
duplication of efforts.
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Recommendation
Suitable financial and nonfinancial incentives must be
deployed to retain successful
Indian start-ups entities in India.
4.Capacity building of the
entrepreneurs is an essential
pre-requisite for development of
the sector as it equips the
entrepreneurs with the
necessar y knowledge and
wherewithal to function.
Recommendation
a) Establish Enterprise
Development Centres (EDCs)
within District Industries Centres
(DICs) in each district, to run
professionally and facilitate
development of entrepreneurs
into full-fledged, self-sustaining
enterprises.
b) Extend support to these
entities by national and state

level Special Purpose Vehicles
for knowledge creation and
dissemination, which will be
crucial for their success.
c) Provide hand holding support
in various aspects such as
t e c h n i c a l k n o w - h o w,
managerial skill, filling up of the
knowledge gap, etc., leading to
a multiplier effect. They should
also be equipped to assist rural
enterprises in respect of GST, IT,
U A M r e g i s t r a t i o n , PA N
application, loan document
preparation, etc.
5.MSME clusters are
inadequately equipped in areas
such as tool rooms, innovation
centres, testing facility, etc.
Recommendation
a)These clusters should
collaborate with companies
having innovation
infrastructure, R & D institutions
and universities that specialize
in a specific industr y or
knowledge area.
b) In addition to funding by
public agencies, ways and
means to enhance private sector
contribution must be found, viz.,
through debt instruments like
bonds, CDs, etc., with tax
incentives through SIDBI, so that
larger number of clusters can be
supported.
6.Deficiences of Expertise:
MSMEs lack expertise in product
development, technology
adoption and marketing
strategy.
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Recommendation
Government should build
networks of development
ser vice providers that can
provide customized solutions to
MSMEs in the area of
t e c h n o l o g y, p r o d u c t
development, marketing
techniques and strengthening of
MSME Export Promotion
Council.
7. Insolvency and Bankruptcy
Code provides for a
differentiated regime for
insolvency / bankruptcy of firms,
proprietary firms and
individuals. Legislation/ rules in
this regard are currently under
discussion.
Recommendation
a) The finalization of these rules
can boost lender confidence
because lenders will have more
certainty and predictability
regarding the recover y of
defaulted loans.
b) Considering their
vulnerability and size,
Insolvency Code / delegated

legislation should provide for
out-of-court assistance to
MSMEs, who are predominantly
proprietorships, such as
mediation, debt counseling,
financial education, etc.
8. Risk Cover for employees:
MSMEs lack the wherewithal to
cope with situations like natural
calamities.
Recommendation
a) Government should provide
insurance coverage to MSME
employees on the lines of
Pradhan Mantri Suraksha Bima
Yojana (PMSBY), a Government
backed scheme. It is an Accident
Insurance Scheme that offers

accidental death and disability
cover in case of death or
disability due to an accident.
b) Also cover similar to PMJJBY
or Pradhan Mantri Jeevan
Jyoti Bima Yojana, which is a
Government backed insurance
scheme that was launched in
2015. This offers life cover on
death of the insured.
c) Workers at urban and rural
formalised MSEs need to be
specifically covered under
Pradhan Mantri Jan Arogya
Yojana (PMJAY) or National
Health Protection Scheme, a
centrally sponsored scheme
launched in 2018, under the
Ayushman Bharat Mission of
MoHFW in India.
The National Health
Protection Scheme (NHPS)
scheme is formed by subsuming
multiple schemes including
Rashtriya Swasthya Bima
Yojana, Senior citizen health
Insurance Scheme (SCHIS),
Central Government Health
Scheme (CGHS), Employees'
State Insurance Scheme (ESIS)
etc.
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9. Speeding up MSME Loans:
With the increased availability of
data from several sources,
including GSTN, Income Tax,
Credit Bureaus, Fraud Registry,
etc., it is now possible to do
most of the due diligence online
and appraise the MSME loan
proposals expeditiously.

Mudra Yojana (PMMY) and
Standup India.
b)A time line of 7 – 10 days
needs to be fixed for disposal of
ap p l i c a t i ons , w hi c h hav e
received in-principle approval.
c)The threshold of loan should
be enhanced upto ₹5 crore.

Recommendation
Banks should have access to
such surrogate data for speedier
and robust credit underwriting
standards.
10.PSB Loans In 59
Minutes.com to cover new
entrepreneurs: The portal as of
now caters only to existing
entrepreneurs having
information required for inprinciple approval such as
GSTIN, Income Tax returns, Bank
statement, etc.
Recommendation
a) The portal should also cater to
new entrepreneurs, who may
not necessarily have such
information, including those
applying under Pradhan Mantri

d)Further, the portal should be
linked with land records, CERSAI
and CGTMSE.
11. Cashflow based lending:
The traditional lending system
by banks is based on financial
statements and collateral of the
borrower.
Operationalization of GSTN has
now made available, turnover
related data.
F u r t h e r, w h e n A c c o u n t
Aggregators (AA) gets
operationalized, lenders will
have access to borrowers'
transactions at a single point.
These new architectures would
facilitate cash flow-based
lending.

Recommendation
It is, therefore, recommended
that banks need to move
t owar d s cash f l ow - b ased
lending.
12.Making TReDS more
effective: The Trade Receivable
Discounting System (TreDS), an
online bill discounting platform
that helps cash-starved micro,
small and medium enterprises
(MSMEs) raise funds by selling
their trade receivables to
corporates, has been witnessing
phenomenal growth over the
last two years.
Recommendations
a)National Payments
Corporation of India (NPCI)
which acts as the settlement
entity for TreDS may consider
creating Pooled Application
Program Interfaces (API) across
all TreDS platforms to enable
financiers understand past
repayment history of borrower
to take more informed decisions
and rule out possibility of dual
financing.
b) A second TreDS window for
reverse factoring so that
supplier financing can be easily
provided.
c) The integration of GeM and
TreDS to be completed in timebound manner so that invoices
which have a certificate of
acceptance will be put up for
discounting on TreDS platform
through an integrated system.
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13. Enhancing Collateral Free
Loan Limits: As per RBI's extant
guidelines issued in 2010, banks
are mandated not to seek
collateral security for loans upto
₹10 lakh.
Recommendation
The collateral free loan limit may
be raised to ₹20 lakh. The same
should also apply to loans
sanctioned under Pradhan
Mantri Mudra Yojana (PMMY)
and Self-Help Group (SHG)
based enterprises.
14. Loan Portability:
Recommendation
In order to provide loan
portability in a seamless manner
to MSMEs RBI should come out
with measures on portability of
MSME loans with a lock-in
period of one year.

15.Digital Public
Infrastructure:
Recommendation
Creation of Digital Public
Infrastructure that will have the
potential to reduce loan
operating costs significantly.

a) By reducing information
asymmetry to improve credit
access and overall quality in the
lending space.
b)Under the Digital Public
Infrastructure, deployment of ELiens will lock the future
incoming cash flows and would
lead to better repayment rates.
Conclusion
The recommendations with
regard to Delayed Payments,
falls short and is disappointing.
MSMEs have always held that a
default provision such as
automatic denial of deduction
under Income Tax is what is
required.

After years of weeping about
sloth in Government, MSMEs
are increasingly likely to be
surprised at the speed with

which digital/online initiatives
are being implemented, such as
the TReDS platform for
discounting invoices.
The whole credit scene for
MSMEs is changing and will
change drastically in the coming
months and years.

Recommendations where

initiative and efforts of
Government bodies/
departments are concerned will
be met with the scepticism born
of long experience.
There is an urgent need to
associate with, recognise,
permit, fund and route
Government initiatives through
accredited apex associations like
the Chamber of Small Industry
Associations (COSIA) and local
MSME associations.
One senses the convergence of

many factors, Government's
vision of India as a world-player,
bench marking with China, the
mind-boggling sweep of
technological changes and a
host of other factors have given
a new sense of urgency
which is infecting everyone from

politicians to Government
officers to entrepreneurs and the
public.
MSMEs in India may finally
be left in peace to do what
they were always born to do,
produce the best products
and services in the world.
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The Last Word
Some not-so-good news
As we enter the last lap before the Budget is to be presented on 5th July there seems to be a
whole string of not-so-good news which was swept under the carpet of election rhetoric.
 In the first quarter of 2019-20 GDP growth slowed
down to 5.8%.
 India's dominant services sector is slowing down
Seshan Ranganathan
 Slowing overall demand
Executive Editor- TISA
 Higher trade deficit
 Poor consumer spending on everything from toothpaste to cars
 Sales of passenger vehicles fell for a seventh straight month in May, the longest stretch of declines since 2014,
data from the Society of Indian Automobile Manufacturers showed.
 Passenger car sales declined 26% from a year ago, while commercial vehicle sales slumped 10% year-on-year.
Two-wheeler sales also contracted 6.7%.
 Tractor sales, a broad indicator of rural demand, were down 15.7% from a year ago, suggesting demand was
low-key.
 Growth in India's core infrastructure sector, which constitutes 40% of total industrial production, down to
2.6% in April from 4.7% in March.
What does the Budget have in store?
Those who are in the know say that there is an overall
shortage of credit, with MSMEs among the worst
affected.
The principal cause is firstly owing to the Banks setting
their books right after a string of highly publicized
financial scams and soaring NPA's. To add to the woes
of the financial sector the NBFC's which had emerged
as important purveyors of credit for MSMEs, were also
stricken by the massive ILFS scam and their exposure
to the real estate market which is in a serious state of
downturn.
The consensus among financial pundits is that Nirmala Sitharaman does not have too much of elbow room to play
around, doling out tax cuts for the middle class and industry to restore “animal spirits”, unless the Government is
ready to tinker with the deficit or sell off a substantial amount of family jewels, that is PSU's.
Expectations are high
Right wing expectations of big reform received a big douche of cold-water post 1914. Narendra Modi's Government
has in many ways adopted the trappings of a welfare state with the massive outlays on direct relief to farmers, farmer
pensions, pensions for traders and the self-employed etc.
None of these steps can in themselves be faulted because the desperate conditions of farmers simply cannot wait for
long-term economic solutions.
But with a massive mandate given to Narendra Modi, India has sent a clear signal. Take whatever steps are needed to
get development on track. An aspirational class of Indians is no longer willing to live in poverty.
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