
 
 

 
 

From Chief Editor’s Desk 

There is a positivism and growing confidence in the domestic economic 

atmosphere. The economy has rebounded with growth in various sectors.  

More importantly, the manufacturing activity in the country has boosted 

up with investment expansion. The stalled projects have been rebooted. 

The reforms of government are starting to show their benign effect.  

Cashing on the strong manufacturing sector growth, the country has 

become the fastest growing economy in the world.  The country, which 

reformed its FDI norms, is moving up in terms of favorite destination of 

investors in the world. This reflects India’s better macroeconomic 

management vis-à-vis other EM economies.  

As the world expects a US federal rate hike (first in nine years), the ripple 

effect of the same can result into some volatility and depreciation.  But we 

are confident of minimum adverse impact due to strong financial 

fundamentals, prudent final market management and supportive 

government policies.  

Our magazine OPTIMiSM is always optimistic about the growth potential 

of Indian economy. Carrying the legacy, this third issue also spotlights on 

emerging future scenario in the economic and banking world. A special 

article by CMD, SIDBI aptly highlights the new paradigms in MSME finance 

and the imperatives of the banking system to adapt to the emerging needs 

of the MSMEs.  

Best wishes to all for a Happy and Prosperous New Year.      

 

(R. K. Das) 
Chief General Manager   

December 2015 
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 The world economy is undergoing a geographical shift as the advanced economies 
running ahead of developing economies in terms of economic growth. The driving forces 
behind the performance of advanced countries are accommodative monetary policy and 
strengthening of the dollar in US, lower energy prices and a weakened euro in Europe 
and a weaker yen in Japan, whereas the factors resulting into slow growth rates in 
emerging economies are decline in commodity prices and lower crude oil prices. Around 
the globe, commodity prices have gone down. Non-fuel commodity prices have also 
weakened, with metal prices and those of agricultural commodities declining. The dollar 
bond spreads and long-term local-currency bond yields have increased by 50 to 60 
basis points on average and stock prices are weaker, while exchange rates have 
depreciated or come under pressure. 

 The global growth in the first half of 2015 was 2.9% as compared to projected growth 
of 3.1% in 2015. Despite weaker growth, the unemployment rate declined to 5.1% at 
the end of August 2015.  

 The WEO assumptions in October 2015 for commodity prices imply average commodity 
exporter growth rates almost 1 percentage point lower in 2015–17 than in 2012–14 with 

a stronger drag for exporters of fuel and metals (about 2¼ percentage points). 

 According to the IMF’s Regional Economic Issues Report 2015, most of the Central, 
Eastern and Southeastern Europe (CESEE) territory is growing at a healthy pace. 

Overall, activity in the region is set to expand by 1.3% in 2016. The report says that 
the risks have shifted to the downside due to supporting domestic demand, addressing 

crisis legacies, rebuilding buffers against external shocks and improving business 

environment to boost investment and long-term growth. 

 In Central and Eastern Europe (CEE) and Southeastern European EU members (SEE 
EU), the recovery is proceeding at a solid pace. The main tailwinds were stronger 

domestic demand, lower oil prices, improved euro-area-growth-prospects following the 
launch of the European Central Bank’s quantitative easing (QE) and increased 

absorption of the EU Structural and Cohesion Funds (SCFs). Both CEE and SEE EU 

also benefited from improved competitiveness vis-à-vis the rest of the world, as their 

currencies weakened along with the euro. Most SEE non-EU economies, except Serbia, 

also saw relatively strong growth. In contrast, Serbia is only gradually emerging from 

the recession caused by the devastating floods in 2014. 
 It is interesting to observe that the slowdown in China has limited effect on CESEE 

region due to relatively small trade link. On the other hand, the impact of China’s 

rebalancing on commodity prices is a positive terms-of-trade shock for most CESEE 

countries, in contrast with emerging market commodity exporters (such as Brazil, 

Indonesia and Russia).   

MACRO ECONOMIC SCENARIO - GLOBAL 
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 India’s GDP recorded a higher growth of 
7.4% in the second quarter of the 
current financial year than that of 7.0% 
in the preceding quarter and than that of 
China’s at 6.9% in the similar period.   

 The growth in GDP was powered by a 
growth in manufacturing activities, which 
grew by 9.3% during the quarter as 
compared to 7.2% in the preceding 
quarter.  

 The gross fixed capital formation rose by 
6.8% during the quarter much of which 
came on the back of increased 
government capital expenditure, against a 
growth of 4.8% in the previous quarter. 
The half yearly GDP for the first half of 
the current financial year stood at 7.2%.   

 The growth in manufacturing sector was 
coupled with positive growth in agriculture 
and allied activities, which picked up on 
an increase in kharif output and timely 
policy interventions to stem the effects of 
the deficient south-west monsoon. The 
agriculture, forestry and fishing sector 
grew by 2.2% as compared to 2.1% in 
the preceding quarter fueled by good 
growth in allied sectors such as forest 
produce, fisheries and livestock.  

 The Nikkei Purchasing Managers’ Index (PMI) stood at 51.3 on an average during 
second quarter of current financial year as against 49.9 in preceding quarter, indicating 
new business orders and expansion in the economy. Commercial vehicle sales (reflecting 
transportation demand) and domestic civil aviation passenger traffic accelerated y-o-y 
basis. Recent policy initiatives relating to rail, port and road projects are likely to 
improve construction activity.  

 According to the Standard Chartered’s “The Emerging Affluence Report 2015”, emerging 
affluent Indians are extremely confident about India’s prospects for the next year, citing 
a strong economy, strong government leadership and appropriate regulation. Incomes are 
rising, paving the way for increased spending, with overseas travel the top priority in the 
next five years. Among the nations covered under the survey, India emerged as the top 
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country, where the level of confidence of 
market’s growth prospects is highest 
(95% as compared to the average level 
of 75%). The reasons are strong national 
economy, strong government leadership 
and appropriate regulation.  

 India tops globally in terms of reporting 
on corporate social responsibility activities 
with companies making more disclosures 
especially due to mandatory regulatory 
requirements, as per the KPMG survey 
of Corporate Responsibility Reporting 2015. 
According to the report, about 79% 
companies report on Corporate Social 
Responsibility in Asia-Pacific region, which is more than any other region followed by 
the Americas (77%) and Europe (74%). Further, four emerging economies have the 
highest CSR reporting rates in the world: India, Indonesia, Malaysia and South Africa. 
  

Green Shoots of Indian Economy 

 The stalled projects both in value and as a proportion of overall projects are falling.  

 About 4200 kms. of road has been awarded in 6 months. Bitumen (used in road surfacing) 

sales has gone up pointing to growth in road construction.  

 Indirect tax revenues have gone up off late. Current Account Deficit under control.  

 Good offtake in services, oil, power, plastic, real estate sectors promises of recovery. Both 

transport and industrial demand for oil looking strong. 

 An increase in the housing registration shows growth in the real estate sector. Construction is 

now leading to an extra boost in investments 

 Vehicle sales in the country are showing growth. 

 Capital goods production is showing a growth.  

 The manufacturing sector has fared well clicking a 12-month high growth rate. 

 Power consumption has gone up bringing it into the double-digit growth sphere. 

 Higher retail sales have indicated a strong consumer demand. 

 The WPI is continuously in negative zone. Despite low monsoon, food inflation is low. 

 The agriculture and allied sector has shown growth despite two years of deficient monsoons.  

 The exports in the country have shown signs of things turning around.  

 MSMEs related to mining, construction and logistics have begun accessing credit owing to 

growth in these sectors.  

 

 

Confidence on Country's Growth in next year

Good prospects for launching and growing successful 
businesses

Source: Standard Chartered's The Emerging Affluence Report 2015
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 The industrial sector as per general Index of 
Industrial Production for the month of 

September 2015 grew by 3.6% as compared 

to the level in the month of September 2014. 

The cumulative industrial growth for the period 

April-September 2015-16 over the 

corresponding period of the previous year 

stands at 4.0%. The IIPs for the Mining, 

Manufacturing and Electricity sectors during 

April-September 2015-16 grew by 1.5%, 4.2% 

and 4.5%, respectively. 

 As per Use-based classification, the highest 

growth of 10.5% was observed in case of 

capital goods, indicating revival of expansion in 

investment activities. The Consumer durables 

and Consumer non-durables recorded growth of 

8.4% and negative growth of 4.6%, 

respectively, with the overall growth in 

consumer goods being 0.6%.  

 Showing a pick up in the economic momentum, 
the SBI Composite Index inched higher in 

November 2015, stating that country's 

manufacturing sector growth improved both in 

terms of month-on-month as well as year-on-

year basis. The index report stated that the 

credit growth is expected to improve in 

infrastructure sectors like power and roads, that 

a smart growth is also expected in personal 

loan segment particularly in housing, and that, 

the healthy order book if coupled with faster 

execution, will show positive results for the 

capital goods and infrastructure sector.  

 In a major boost to Odisha's IT sector, Union Ministry of Communication and Information 

Technology has accorded final nod to four new STPI (Software Technology Parks of India) 

centres in the state at Jaipur, Anugul, Koraput (Jeypur) and Sambalpur. Last year, the Centre 

had given in-principle approval for six new STPI centres in Odisha. This is expected to increase 
lending to MSMEs in Odisha. 
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Growing Industries 

Sugar Machinery 
H R Sheets 

Polypropylene (incl. co-polymer) 
Insulated Cable, Rubber  
Generator / Alternator 
Propylene, Ethylene 

Aluminium wires & extrusions 
Antibiotics  
Cigarettes 

 
Industries with negative growth 

Polythene Bags 
Woollen Carpets 

Instant Food Mixes (ready to eat) 
Heat Exchangers 

Ship Building & Repairs 
Leather Garments 

Furnace Oil 
Tractors 
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 India's overall financial conditions have shown 
a healthy improvement in third quarter of 
current financial year, thanks to low cost of 
funds, strong liquidity, better external financial 
linkages and uptick in economic activity. The 
CII-IBA Financial Conditions Index at 70.3 for 
Q3 FY 2015-16 (up from 67.8 in the 
previous quarter) shows healthy improvement 
in the overall financial conditions in the Indian 
economy vis-a-vis the previous quarter.  

 The money supply recorded a growth of 6.5% 
as on October 30, 2015 as compared to 
6.3% in the corresponding period in FY 2015. 
The year-on-year variation in the money 
supply stood at 10.9% in 2015as compared to 11% in 2014.                           

 The Y-o-Y growth in non-food gross bank credit stood at 8.3% on October 30, 2015 as 
compared to 11.1% in corresponding period in the previous year. The credit – deposit ratio 
dropped to 75% in second quarter from 75.8% from the preceding quarter.  

 The gross bank credit to MSEs as on October 30, 2015 increased by 9.8% as against 
19.8% during the similar period last year. 

 The annual rate of inflation, based on monthly WPI, stood at -3.81% (provisional) for the 
month of October, 2015 as compared to (-) 4.54% (provisional) for the previous month 
and 1.66% during the corresponding month of the previous year. Build up inflation rate in 
the financial year so far was 0.34% compared to a build up rate of 1.89% in the 
corresponding period of the previous year. The Consumer Price Index (CPI) for the country 
for October 2015 stood at 5.00 whereas the Consumer Food Price Index (CFPI) for the 
month was 5.25. 

 According to CSO, the widening gap between inflation reported by the wholesale price index 
(WPI) and the consumer price index (CPI) is an emerging issue. The gap enlarged from 
3.86 percentage points in October 2014 to 8.81 
in October 2015. Some of the divergence 
between the two is explained by the difference in 
the way they are computed. Also, a small 
percentage change in the wholesale market leads 
to higher retail price movements because trade 
and transport margins change at a higher rate 
with a rise in the wholesale prices of important 
items. Besides, inflation depends upon prices 
movement of raw material and changes in excise 
duty as well as weight of various numbers and 
types of items. -6
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 Exports during October 2015 were 17.53% 
lower in Dollar terms (12.53% lower in 

Rupee terms) than the level during 
October, 2014. Cumulative value of exports 

for the period April-October 2015-16 
registered a negative growth of 17.62% in 

Dollar terms and 12.21% in Rupee terms 
over the same period last year. 

 Imports during October, 2015 were 21.15% 
lower in Dollar terms and 16.38% lower in 

Rupee terms over the level of imports in 
October, 2014. Cumulative value of imports 
for the period April-October 2015-16 

showed a negative growth of 15.17% in 
Dollar terms and 9.62 per cent in Rupee 

terms over the same period last year.  
 With global commodity prices, especially 

those of crude oil, softening further, both 
petroleum products and non-petroleum 

products exports continued to contract. 
 The decline in bullion imports despite the 
festival season helped narrow the trade 
deficit in October as well as over the 

financial year so far, moderating the current 
account deficit further. The trade gap in 

India narrowed to USD 9767 million in 
October 2015, compared to USD 13577 
billion shortfall a year earlier. It is the 

lowest trade deficit since February 2015. 
The trade deficit for April-October, 2015 

was estimated at US$ 77762 million which 
was lower than the deficit of US$ 86269 

million during similar period a year ago. 
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 About 66 lakh people, including 24 lakh women, who mostly runs micro enterprises, 

in rural and urban areas have benefited from the Pradhan Mantri MUDRA Yojana 

(PMMY). The scheme provides a boost to three Es - Enterprises, Earning and 

Empowerment. The scheme encourages enterprises, provides opportunity for earning, 

and in the truest sense socio-economically empowerment of people.  

 Perfect Infraengineers, an air conditioning firm became the 11th company to be listed 

on NSEs Small and Medium Enterprises (SME) platform. The listing holds 

significance as it is the first time that, SIDBI which finances small companies, acted 

as a merchant banker for a public issue by an SME.  

 Brand India Engineering, an initiative of the Department of Commerce, Government of 

India, being led by India Brand Equity Foundation (IBEF) that aims to improve and 

increase awareness about Indian engineering products in international markets, was 

launched in Mumbai. The campaign is expected to play an important role in improving 

perception about Indian engineering products, especially when Indian manufacturers 

strive towards moving up the value chain in the engineering sector. 

 Paytm, India’s mobile payment and commerce platform has announced its partnership 

with Lendingkart to offer collateral free business loans to small and medium 

enterprises (SMEs). Lendingkart is an online platform for credit evaluation for SMEs 

to provide merchants with simple, seamless selling experience without having to worry 

about issues like arranging funds for operational purposes. It uses Big Data analytics 

to derive credit comfort and digitally assess the credentials of business owners. It also 

does its credit risk analysis digitally in order to distribute loans. 

 As per provisional data compiled by RBI, as many as 5.37 lakh units in the MSMEs 

were sick as on March 31, 2015. The maximum number of sick units was in Uttar 

Pradesh (84,063 or 16%) followed by Gujarat (49,383 or 9%), Maharashtra 

(49,293 or 9%) and Karnataka (38,277 or 7%).  

 Yes Bank has signed loan agreements worth $265 million with Overseas Private 

Investment Corporation (OPIC), the US government's development finance arm and 

Wells Fargo to support small business development in India.  

MSME SECTOR OVERVIEW 
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(A) Highlights of RBI’s fifth bi-monthly monetary policy: 
 
 Policy repo rate under the Liquidity Adjustment Facility (LAF) unchanged at 6.75%. 
 Cash Reserve Ratio of scheduled Banks unchanged at 4% of net demand and time liability. Reverse 

repo rate unmoved at 5.75%.  
 The Marginal Standing Facility (MSF) along with the Bank rate continued to be at 7.75%. 
 Statutory Liquidity Ratio (SLR) continued to be at 21.50%. 
 Liquidity under overnight repos at 0.25 per cent of bank-wise NDTL at the LAF repo rate and 

liquidity under 14-day term repos as well as longer term repos of up to 0.75 per cent of NDTL of 
the banking system through auctions. 
 

(B) Technology Acquisition and Development Fund (TADF)  

The Government recently launched the Technology Acquisition and Development Fund (TADF) under National 
Manufacturing Policy being implemented by Department of Industrial Policy & Promotion (DIPP). It is a new 
scheme to facilitate acquisition of clean, green & energy efficient technologies, in form of Technology / 
Customised Products / Specialised Services / Patents / Industrial Design available in the market available in 
India or globally, by MSMEs. The scheme is conceptualised to catalyse the manufacturing growth in MSME 
sector to contribute to the national focus of “Make in India”. Under the Scheme which would be implemented 
through Global Innovation and Technology Alliance (GITA), a joint venture company, support to MSME units 
is envisaged by the following mechanism:  

 Direct Support for Technology Acquisition: 50% reimbursement of technology transfer fee or `20 lakhs, 
whichever is lower, 

 Indirect Support for Technology Acquisition through Patent Pool: Financial support will be provided in 
acquiring of technology/Patent from across the Globe based on applications received from MSMEs. 
Technology/Patent will be licensed to selected companies, with a mutually agreed value and the selected 
companies will get a subsidy of 50% of the mutually agreed value or `20 lakhs,  

 Technology / Equipment Manufacturing Subsidies: The manufacturing units will be provided with a subsidy 
of up to 10% of capital expenditure incurred on new plant & machinery subject to a maximum of `50 
lakhs to promote pollution control, improving energy efficiency and water conservation.  

 Green Manufacturing – Incentive Scheme: The scheme will facilitate resource conservation activities in 
industries located in NIMZ through the introduction of incentive/subsidy schemes for energy/ 
environmental/ water audits, construction of green buildings, implementation of waste treatment facilities 
and implementation of renewable energy projects through financial support under the TADF.  
 

(C) The government had introduced a Public Procurement Policy for Micro and Small Enterprises (MSEs) 
Order, 2012 notified under MSMED Act 2006. Under the policy the central government ministries, 
departments and PSUs shall procure minimum of 20% of their total annual value of goods or services 
from MSEs. Some revisions were further announced in the policy. 
  
(i) In tender, participating micro and small enterprises quoting price withing price band of L1+15% shall 

also be allowed to supply a portion of requirement by bringing down their price to L1 price in a 
situation where L1 price from someone other than a MSE and such MSE shall be allowed to supply 
at least 20% of total tendered value. 

(ii) In case of more than one such MSE, the supply shall be shared proportionately (to tendered 
quantity). 
  

  

MSME AND OTHER POLICY SNIPPETS 
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(D) Rajasthan recently launched its new MSME policy 
 

The Ministry of MSME launched the MSME Policy 2015 for Rajasthan to give a huge fillip to the MSMEs 
of the state. The aim of the policy is to create an enabling and conducive environment to help MSMEs in 
the State to attain globally competitive competence level. The approach and strategy for MSME development 
focuses on a combination of both fiscal and non-fiscal interventions and is expected to provide a conducive 
environment to encourage increased investments in the MSME sector in the State. The major interventions 
introduced in the policy are: 
 Investor facilitation through setting up of Facilitation Centers that provide guidance and hand holding 

support to new investors in setting up of new units. 
 Infrastructure development and land for industry through Rajasthan State Industrial Development and 

Investment Corporation (RIICO); development of MSME clusters with the objective of creating production 
centers catering to large companies. High value components used in ceramics, ESDM and defense sub-
systems, are manufactured by SMEs. The Government will pursue investment in these companies. 

 While Micro and Small enterprises are eligible for priority sector advances from banks, lending to 
Medium enterprises is not eligible under the priority sector. Going forward, the Government of Rajasthan 
will design an incentive scheme for medium enterprises. 

 The State’s Department of Science and Technology along with RIICO and the Startup Oasis will 
collaborate to set up a Rajasthan Startup Village and an e-platform that shall host Massive Open 
Online Courses (MOOC) to encourage and support startups. 

 Special focus on development of Khadi, Handlooms and Crafts sector; credit access and support to 
MSMEs through facilitation, supporting raising of collateral-free loan under the Credit Guarantee Trust 
Fund Scheme, Loan schemes of Rajasthan Financial Corporation (RFC) and other entities, on easier 
terms; Support for start-up business and budding entrepreneurs through setting up of plug-and-play 
facilities, flatted factories and rapid incubation centers. 

 Support for environment conservation in terms of 
fiscal incentives for establishment of Common Effluent 
Treatment Plant (CETP) / ETPs for environment 
protection and water conservation. 

 The ‘Rajasthan Sick Micro & Small Enterprises 
(Revival and Rehabilitation) Scheme 2015’ will 
formulate a comprehensive package for revival of 
viable and potentially viable sick micro and small 
enterprise. 

 
(E) The government has also eased foreign direct 

investment norms in 15 major sectors bearing positive 
impact in MSME sector in a bid to drum up 
investment and speed growth. The government has 
lifted the caps on FDI in the critical defence, banking 
and construction sectors, allowing 100% FDI in 
completed construction projects, non-news channels 
through auto route, Teleports, DTH, Cable Networks 
and plantation of rubber, coffee, cardamom, palm oil 
tree, olive oil tree. 
 
The crux of these reforms is to further ease, 
rationalise and simplify the process of foreign 
investments and to put more and more FDI proposals 
on automatic route instead of government route where 
time and energy of the investors is wasted. 

The 15 major salient areas of FDI reforms 
are: 
  Limited Liability Partnerships, downstream 

investment and approval conditions. 
 Investment by companies owned and 

controlled by Non-Resident Indians 
(NRIs). 

 Establishment and transfer of ownership 
and control of Indian companies 

 Agriculture and Animal Husbandry 
 Plantation 
 Mining and mineral separation of titanium 

bearing minerals and ores, its value 
addition and integrated activities 

 Defence 
 Broadcasting Sector 
 Civil Aviation 
 Increase of sectoral cap 
 Construction development sector 
 Cash and Carry Wholesale Trading / 

Wholesale Trading (including sourcing 
from MSEs) 

 Single Brand Retail Trading and Duty 
free shops 

 Banking-Private Sector; and 
 Manufacturing Sector 
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Special Article – I 

CHANGING PARADIGMS IN MSME FINANCE 

 
(Dr. Kshatrapati Shivaji, Chairman & Managing Director, SIDBI) 

Heraclitus, the great Greek philosopher, once said that “the only thing that is constant is 
change”. This profound saying is visible in today’s financial world. The demand for 
finance is no exception and is experiencing structural changes as the economy changes 
gear from primary to secondary and tertiary stage of economic development. It is 
another issue, if the supply of credit is able to meet these changing demands for credit 
adequately. 

Let us take the example of Indian economy. In 1950-51, the agricultural sector 
contributed maximum to national income at 52% share of GDP, followed by services 
sector at 33% and industrial sector at 15%.  

In the year 1976, the services sector overtook the agricultural sector and became the 
highest contributor at 40%, followed by agricultural sector at 37%, and industry sector at 
23%. This was the first structural shift in the composition of national income.  

The second structural shift came in 1996, when the industry sector overtook the 
agricultural sector by contributing 29% of GDP, followed by agricultural sector at 26% of 
GDP. The services sector remained at top at 45% of GDP. The same trend continues till 
date. In the FY 2015, the highest contributor to the GDP was services sector (53%) 
followed by industry (30%) and agriculture (17%).  

Now, let us see how the credit supply from banks behaved. With the possible availability 
of data, it is observed that, in the year 1976, the industry sector was the recipient of the 
highest portion of bank credit at 70%, despite being the lowest contributor of GDP. The 
highest contributor of GDP, i.e., the services sector received the lowest share of bank 
credit at 7%, while the agriculture sector stood at second position with 23% of total bank 
credit.  

In FY 1996, the industrial sector, which was the second highest contributor of GDP, again 
received the highest share of bank credit at 60%. The services sector, which was the 
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highest contributor of GDP at 45%, received only 24% of bank credit. After almost two 
decades in FY 2015, the services sector, the highest contributor of GDP at 53%, received 
only 43% of bank credit; whereas the industrial sector which contributed 30% of GDP 
received almost the same share of bank credit going to services sector.   

One can observe from the above analysis that the bank credit to industry sector is 
gradually going down, although its share in GDP has grown, albeit marginally. At the 
same time, the services sector, whose share is growing, is not receiving the matching 
level of bank credit.  

One can draw an inference that credit from the banks is not matching the paradigm 
shifts in the pattern or composition of economic activities in India. If the services sector is 
growing fast and bank finance to them is not, it implies that these service sector 
enterprises, mostly MSMEs, are meeting their credit demand from alternative sources or 
informal sources like private money lenders or from own arrangements, i.e., from 
relatives, family friends, etc. In other words, one paradigm shift in MSME financing is 
higher degree of banking disintermediation, under which MSME financing is increasingly 
coming from emerging alternative channels like specialize financial institutions, factors, 
NBFCs, MFIs, etc. The process of such banking disintermediation will only be accentuated 
through setting up of Credit Guarantee for Factoring by GoI and TReDS (Trade 
Receivable e-Discounting System) - an online platform for discounting MSME receivables, 
being set up by SIDBI in collaboration with NSE. 

Secondly, the external factors also influence the shifts in pattern of credit demand. Let us 
consider the climate issue which is generating demand for green finance, energy 
efficiency finance, green building, finance for alternative sources of energy, cleaner 
production and so on. During the first Industrial Revolution starting from 1840 to the 
second Industrial Revolution continuing upto the WWI, the economies demanded more 
money for more production, irrespective of impact of such industrial growth on the 
environment. Now the scenario is changing and the world is clamoring for a cleaner and 
greener environment for human beings to live in. As the industrial sector is adjusting to 
cleaner and energy efficient mode of production, there will be increasing demand for 
green finance which is actually a niche financing expected from the banks. 

As the economy moves from Third Industrial Revolution or Digital Revolution to the 
Fourth Industrial Revolution or Industry 4.0, there is increasing demand for equity/risk 
capital/venture capital to sustain the spurt in knowledge-based startups. With a number 
of pro-active initiatives of Government of India like Make in India, Digital India, Smart 
City projects and Start-up India, it is expected that within 2 years, India may reach the 2nd 
spot after the US in the start-up ecosystems. According to NASSCOM, the number of 
start-ups is expected to rise from 4200-4400 startups in 2015 to more than 11,500 start-
ups by 2020. US, however, leads with about 47,000 technology driven start-ups. These 
startups, mostly MSMEs, now need seed capital and growth capital which the banking 
system is trying to cope with. In general, there is a paucity of bank finance for such type 
of equity capital and the start-ups are looking at private VC / PE funds. Who could have 
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thought of ‘crowd funding’ or ‘peer-to-peer’ funding emerging its head to meet the 
various demand of new age enterprises. This is the third paradigm in MSME finance. 

A fourth paradigm shift in MSME financing is grater orientation to micro-finance.  This 
‘bottom-of-the-pyramid’ segment (ruralites seen as only consumers) is transforming into 
‘base-of-the-pyramid’ (ruralites seen as both consumers and producers) segment. This 
unserved and underserved segment is receiving greater thrust by way of Jan Dhan Yojana 
of GoI, Pradhan Mantri Mudra Yojana and subsequently setting up of ‘MUDRA Bank’ - a 
subsidiary of SIDBI – which would fund the unfunded sections of the economy by 
providing access to institutional finance to the micro units. 

To keep pace with new paradigms of MSME finance, we at SIDBI are trying our best to 
accommodate to these niche credit demands of MSMEs. In this context, I would like to 
highlight three important schemes of SIDBI which we have recently initiated. 

First is the ‘SIDBI Make in India’ fund with a corpus of `1,000 crore which will make our 
MSMEs world class manufacturing hub. Under the fund, concessional finance is provided 
to identified MSME sectors. 

Second, SIDBI has launched a `2,000 crore India Aspiration Fund (IAF) to give boost to 
the start-up Venture Capital ecosystem in the country.  IAF is designed to act as a Fund 
of Funds managed by SIDBI and will be contributing to MSME focused VCFs, which will 
enable them to raise private capital, thus enhancing the flow of equity to start-ups and 
growth stage MSMEs in the country. This initiative of SIDBI will not only give boost to the 
budding Start-up ecosystem but will also strengthen the domestic Venture Capital 
industry. It is important to note that the `2,000 crore of seed capital under IAF can be 
leveraged to raise `25,000 crore of equity capital, which can then further be used to raise 
debt of further `50,000 crore (2:1 debt-equity). Thus, an initial `2,000 crore IAF can 
effectively raise to `75,000 crore of finance for the MSME sector. 

Third, SIDBI has launched a new scheme named ‘SIDBI Make in India Soft Loan Fund for 
Micro, Small & Medium Enterprises (SMILE)’ with a corpus of `10,000 crore to make 
available soft loan to MSMEs, in the nature of quasi-equity to meet the required debt-
equity ratio and term loan on relatively soft terms for establishment of new MSMEs, as 
also for pursuing opportunities for growth for existing MSMEs. 
 
In the conclusion, I would like to state that SIDBI is a niche player for the MSME sector 
and supplements and complements the banks and FIs for their onward lending to 
MSMEs. As the MSME financing shifts to new paradigms, it is the whole banking system 
which needs to be ready to meet the emerging credit needs of MSMEs. Gone are the 
days when banks were content with plain vanilla financial products like working capital 
and term loan. Now, banks have to come out with new innovative financial products to 
meet the emerging demand of knowledge-based industries. The banks have also to be 
digitally smart in terms of high level of digital skill and digital technology. They have to 
be driven by customer needs, not banks’ needs. Or the business will go to other 
intermediaries. 



In the book “DAS CAPITAL”, Karl Marx presented some striking thoughts about the nature of everyday 
products, which he called commodities. A commodity ought to be “a very trivial thing” and “easily 
understood”. But, in contrary to that, it is opposite: “a very queer thing, abounding in metaphysical 
subtleties and theological niceties.” In primitive societies, people fetishise religious objects, imagining 
that they are living beings that can enter into relations with each other and human beings. In capitalist 
societies, they do the same thing with commodities.  

Today queerness of many products is material rather than metaphysical. Stuffed with sensors and 
microchips, ever more of them really can communicate, via the “internet of things” with each other and 
with human beings. The power of connecting up previously dumb objects is most obvious in stock – keeping 
and supply – chain management. Businesses will be able to follow the progress of their products from 
factory to shop to end – consumer and the products will be able to ‘speak’ to whoever handles them.  

However, the biggest revolution is expected in customer relations. Manufacturers are realizing that the 
best way to sell their products is to forge personal relations with customers rather than to spend large 
sums on broad-brush marketing. One way is to add sensors and microchips to products, and to connect 
them to the internet, their manufacturers will know lots more about how end-consumers are using them. 
This will help them develop their products more rapidly, fix any fault more quickly and tailor products 
more snugly to an individual buyer’s needs. The same approach is now being seen in consumer products. 
The old form of capitalism based on built-in obsolescence is giving way to a new one in which products get 
better after they are bought.  

Michael Porter of Harvard University Business School predicts that the rise of wirelessly connected 
products, and the resulting entry of manufacturers into the battle for customer loyalty, will bring a “new 
era of competition”. Makers of products will gain an equal footing with retailers and owners of technology 
“platforms”, such as Google, as also be able to expand into providing services.  

Culture Clash 

Taking full advantage of smart products will require a revolution on the part of incumbent manufacturers. 
But that is not happening at least that fast.  

A recent survey by The Economist Intelligence Unit, suggested that, only 19% were planning radical 
changes to harness the potential of smart things; and only 39% had introduced training in digital skills. 
The rapid rise of Uber and Airbnb suggests that it is foolish to underestimate the speed of the digital 
revolution. If they dawdle, manufacturers will be left behind as other types of business draw ever closer 
to customers. But if they embrace the smart revolution, they may create products – and indeed services – 
that really are worthy of being fetishised.  

Special Article II: Smart Products, Smart Makers 
(Excerpts from Schumpeter’s blog in The Economist) 



Unicorns of yesterdays were all promise and today, the optimism is showing signs of cooling. 
Their valuations are showing 2 trends. 

Slow Growth in Valuations 
 Jet, an e-commerce competitor to Amazon, raised $350m - a lower one than it had first hoped 
for. Recently, Airbnb’s valuation did not increase despite raising $100m. In fact, the valuation in late-
stage rounds of financing have declined by around 25% in the past six to eight months.  

Decline in valuations  
 In the last quarter, Fidelity wrote down Dropbox, a cloud-storage firm, by 20% Snapchat, a 
messaging app, by 25%: and Zenefits (software) and Monogo DB (databases) by around 50% each. 
The high valuation that the firms achieve in private are not always maintained when they go public. 
This month’s listing of Square, a payments company, valued the firm at around $4billion, around a 
third less than in its most recent private round. Other firms have also suffered “down rounds”, or 
devaluations. An especially poor performer is Etsy, an online market-place for handmade goods, 
which is 70% below where its shares traded when it went public in April.  

Investors becoming Cautious and Demanding 
 The mood among some backers of startups has become more cautious. Many unicorns have 
not met their growth targets. Secondly, the unicorns have got into the habit of burning through their 
cash in an attempt to buy market share. Instacart, a food-delivery firm is rumored to lose around $10 
on each order it fulfils.  

 Thirdly, the unicorns have the habit of pumping up their valuations and giving outsiders a 
misleading picture of what they are “worth”. In an effort to make their supposed valuation go up each 
time they raise funds – so as to suggest that they are making good progress – many firms are 
agreeing to investors’ demands to attach special privileges to the shares being sold. In the theory, if 
an investor pays $100m for a 10% stake in a firm, that implies a valuation of $1 billion; but if the 
investor attached conditions to the purchase that guarantee him a return or will give him his money 
back first, it means the effective valuation being put on the company might no longer really be $1 
billion. An investor might be happy for the company to talk as if it has achieved the $1 billion valuation 
as long as he has his extra guarantees. 

 Many investors are now asking for favourable terms such as “liquidation preferences”, in 
which it is promised that they will get at least their money back and sometimes a guaranteed return 
on top. In other cases, investors are offered “ratchets”, in which they will receive extra shares in 
compensation if the firm’s valuation is reduced when it lists on the stock market.  

 With investors becoming cautious and valuations becoming realistic, we are expecting a 
healthier climate in tech dominated start-ups world.  

  

 
From the Digital World: 

The Rise and Fall of the Unicorns 
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 The world is on the verge of 
4th industrial revolution 

 (Discussion with 800 leading experts 
and executives from the ICT community 
on what our digital future looks like) 

Emerging scenario under by 2025 are: 

★ Implantable and wearable technologies like implantable mobile phones will be available commercially 
connected to the internet. 

★ 80% of people across the world will have a digital presence like social media such as facebook, 
twitter etc. 

★ 10% of reading glasses will be connected to the internet, allowing the wearer to access a wealth 
of apps and data on the go. 

★ 90% of the global population will have regular access to the 
internet, democratizing the many benefits of the digital 
revolution. 

★ 90% of the world will be using smartphones.  
★ 90% will have unlimited and free digital storage. 
★ There will be 1 trillion sensors connected to the Internet of 

Things. The opportunities this development will provide are 
almost limitless: connected sensors will improve safety, boost 
productivity and help us manage our resources more efficiently 
and sustainably. 

★ 50% of internet traffic delivered to homes will be for 
appliances and devices such as smart fridges, thermostats 
and security systems. 

★ Government will replace census with big data sources.  
★ 30% of corporate audits would be carried out by robots.  
★ Government will collect taxes via a blockchain. 
★ Medical professionals would have carried out the first 

transplant of a 3-D printed liver. 
★ The factories will get smarter, with hundreds of thousands of 

computers. The shift to smaller, more flexible manufacturing could allow companies to operate 
close to their customers. 

★ In future, software-based system and service platforms will play a large role. They will enable the 
real and virtual worlds to be connected and therefore communication between objects. Incoming 
data masses will be filtered, evaluated, and translated into meaningful information, which will form 
the basis of rule- and process-based measures.  

★ Sensor based precision watering will be utilized in irrigation to prevent over-watering or under-
watered of fields. 

★ Grocery chains will be on a beneficial position as they will be able to know where their truckloads 
of goods are; because the information will be continuously updated. 

★ Through autonomous mining operations, companies will be able to realize significant gains in 
productivity because one operator can now control a fleet of automated machines instead of 
directly operating just one piece of equipment. 

 

Do you know that 

when you are flying 

at 36,000 ft. above 

sea level, General 

Electric (GE) 

repairs the engine 

fault of your plane 

sitting at 36,000 ft. 

below. 
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Banking in Future 

Considering the future path of Banking Sector worldwide, the top priorities for the sector can be 

shortlisted as, developing a customer centric business model, optimizing distribution, simplifying business 

and operating models, obtaining an information advantage, enabling innovation and the capacities required 
to foster it and finally proactively managing risk, regulations and capital.  The Banking sector in future 

will be characteristics such as, 

 
Fewer branches: A lot fewer branches, and huge consolidations, with fewer banks will be seen in future. 

The average branch size will be 50 percent smaller and we’ll see more use of kiosks and other 

technologies. 
Fewer banks: Smaller community banks will face headwinds as the industry races to implement new 

technologies. At the same time, megabanks are dealing with increased regulation. That may leave 

regional banks, perched between the tiniest and the largest institutions, in a good position. 
More online and mobile options: The wearables like smart watch will be common and will let banks forge 

closer customer relationships. In addition, customers are better able to monitor their accounts. 
Better customer experience: Banks will have to adapt their offerings to be more customer-focused. The 

differentiator will not be the services themselves, but the way they are bundled and presented to 

customers.  
Increased competition: “The competition will come from non-traditional competitors in big tech. Many start 

from scratch truly ‘digital’ banks will carve out a niche for themselves.” 
Unbundling will continue: Banking will be “more fragmented with incumbents losing more and more pieces 

as consumers build their own suite of products from a multitude of providers.” 
More open, more APIs (Application Programming Interfaces): Expect an “open and integrated ecosystems 

with several solutions outside banking.” 
Increased specialization: Banking will be “split between specialty players and customer-broker combining 

a series of low-cost marketplaces and platforms to serve specific customer needs with speed and 
adequate value for money. Banks severely hit by over-the-top competitors, scaling down size and 

employees.” 
Remain dominant: Banks will bring to market competitive products that start-ups might have gained 

traction in the market (either through internal development or acquisition). 
Competing beyond financial services: Banks will become marketplaces competing on a wide range of 

business models. 
Better functionality in some areas, worse in others: Banks will be slightly improved in areas of mobile and 

peer-to-peer payment, more rigid and disliked in area of account opening, lending and payments. 
More flexibility, more context-awareness: Using more sophisticated analytics, banks will deliver customized 

experiences to each person. Greater adoption of API models can be seen and some interesting new 

ways to leverage them to improve service and stickiness. 
The blockchain will reign: Digital systems like Blockchain, Ripple, Ethereum will be common place. Outside 

of US will see the biggest moves as mobile banking, blockchain tech will move faster. 
Customer-centric: The banks will be “driven by customer needs, not banks’ needs.” 
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Quotable Quotes 

 

" Efficiency is doing things right; effectiveness is doing the right things."
- Peter Drucker

“Profits are the result, the by-product of great service."
- Subir Chowdhury

“The conventional definition of management is getting work done through people, but real 
management is developing people through work ."

- Agha Hasan Abedi

"Innovation distinguishes between a leader and a follower."
- Steve Jobs

"The difference between a boss and a leader: a boss says, 'Go!' - a leader says, 'Let's go!'. "
- E. M. Kelly

"A global economy is characterized not only by the free movement of goods and services but, more 
importantly, by the free movement of ideas and of capital." 

- George Soros

"Growth means change and change involves risk, stepping from the known to the unknown. "
- Benjamin Franklin

"A great leader's courage to fulfill his vision comes from passion, not position. "
- John Maxwell

"Leadership qualities are 2 'L's, i.e. Learn and Listen ."
- Anonymous
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Management Lessons - by Whom 
1. Who was the famous personality, who wrote a class scheduling program for his 

school, but tweaked the program’s code so that he was placed in classes with mostly 

female students? 

2. The company, which has a famous scientist in its original logo, has been declared as 

most admired company in the world. The company also made the first consumer 

digital camera. 

3. The famous company was purchased at $500 by two brothers. Five years later, one 

brother sold his stake at a price equivalent to that of a used Volkswagen Beetle. After 

some years, the other guy sold 93% of his stake for one billion dollars. 

4. The $90 million company went into bankruptcy with only $5000 left over to continue 

its operation. After denial for any external assistance, the founder used that amount 

in gambling and with the winning amount, was able to revive the company to make it 

a multi -billion company. 

5. The $51.6 billion famous company with more than 1.5 lakh full time employees 

working in 65 countries and territories was founded by three students (who 

eventually became an English teacher, a history teacher and a writer).  

(P.S. Dear All, our intention is not to test your knowledge, but to tell you that please treat each failure as  

an opportunity to learn and use this desire to learn to overcome your disappointment.) 

 

(Answers to “Management Lessons – by Whom” in November 2015 issue –  

 Abraham Lincoln, 16th President of United States of America. 

 Henry Ford, Founder of Ford Motor Company. 

 Thomas Alva Edison, Inventor of electric light bulb, motion picture camera and phonograph. 

 Colonel Harland David Sanders, Founder of Kentucky Fried Chicken (KFC). 

 Anil Manibhai Naik, Group Chairman of Larsen & Tourbo, current chairman of IIM, Ahmedabad.  



 
In order to address the delayed payments of MSMEs, SIDBI introduced 
Receivable Finance Scheme (RFS), under which the bills of exchange / invoices drawn by MSMEs 
covering their supply of goods / services and accepted by the purchaser corporates, are discounted 
immediately and proceeds are credited to the accounts of MSMEs. Depending on the usance / credit 
period, the purchaser corporates make payment of the bills / invoices to SIDBI on due dates. Under 
the scheme, limits are set for purchaser corporates, depending upon the projected procurements from 
MSMEs.  The seller enterprises find it convenient to use the facility as it ensures timely availability of 
funds, besides finer discount rates as the same are linked to the credit profile / financials of the 
purchaser corporates. 
 
A Committee on Financial Sector Reforms [FSR], headed by the present RBI Governor, Dr. 
Raghuram Rajan, in 2008, in its report “Hundred Small Steps” recommended facilitation of Electronic 
Bill Factoring Exchanges, whereby MSME bills against large companies can be accepted electronically 
and auctioned, to ensure prompt realisation of receivables at competitive rates. Based on the FSR 
Committee recommendations, SIDBI, in its role as the development financial institution for promotion 
and development of MSMEs in India, had taken the initiative forward and set up an E-discounting 
platform of MSME receivables, in collaboration with NSE. The platform has been named NTREES 
(Trade Receivables Engine for E-discounting, Prefix ‘N’ stands for NSE and Suffix ‘S’ stands for 
SIDBI). It is based on reverse factoring model, where credit exposure is taken by large Purchaser 
Corporates, which offers the invoices drawn by its MSME suppliers for discounting and SIDBI 
discounts the same and credits the proceeds to MSME bank accounts through RTGS. The platform is 
designed based on Mexican model (National Financiera – NAFIN) for bidding of MSME receivables 
and was envisaged to be implemented in three phases. Phase- I through single banking arrangement, 
is only currently operational. 
 
Taking the initiative forward, the RBI had come out with guidelines on Trade Receivable e-Discounting 
System (TReDS)on December 3, 2014. TReDS is an institutional mechanism for facilitating the 
financing of trade receivables of MSMEs through multiple financiers. TReDS will facilitate by creating 
an electronic platform / Electronic Bill Factoring Exchanges, whereby MSME bills against large 
companies can be accepted electronically and auctioned, to ensure prompt realisation of receivables at 
competitive rates. MSME sellers, corporate and other buyers, including the Government Departments 
and PSUs, and financiers (both banks and NBFC factors) will be direct participants in the TReDS. 
The bankers joining the platform as financiers can offer their bids/ discount rates against each 
factoring unit (invoice / bill of exchange) and the MSME seller is free to accept any of the bids. 
Upon acceptance of the bid, the factoring unit will be financed by the concerned banker/financier.  
Factoring is done without recourse to sellers.  
 
SIDBI along with NSICL have been granted in-principle approval by RBI to set up and operate 
TReDS as per the Guidelines issued on December 03, 2014 under the Payment and Settlement 
System (PSS) Act, 2007.  
 

 

Education Corner:  
TReDS overcomes delayed payment problem of MSMEs 

By Shri K. I. Mani 

                Shri K. I. Mani is presently working as General Manager in Small Industries Development Bank of India.  



 

In his book, “Other People’s Money”, John Anderson Kay, eminent economist, has 
provided a head – first diagnosis of what finance makes to wider society. The core of 

Kay’s argument in simple words: Finance plays a crucial role in supporting the economy 

and wider society, along at least four dimensions: in facilitating payments between the 

people, in matching end-borrowers and end-investors, in managing risks to one’s health 

and wealth and lastly managing money across generations. Historically, the financial sector 

has played the above roles precisely and hence, without any hesitation, has been accepted 
as a trusted servant of the society.  

But the past few decades, a sea-change has been seen in the functioning and perception 

of the financial sector, which has flooded the entire economic and social waterfront. Finance 
has moved away from serving the economy to serving itself and ultimately has transformed, 

from servant to the master of the Universe. 

The sober-suited bank manager has given way to sharp-suited investment banker. The cult 
of liquidity has usurped the ethos of long-termism. These developments are though not 

entirely inaccurate ones.  Finance, Kay argues, has strayed dangerously from its core 

functions. And the functions themselves have been jumbled. Within each function, activities 

have moved from the primary to the derivative – less investing, more trading, fewer assets 

and more asset backed securities.  

While gravamen of its complaint is old, “Other People’s Money” is not merely another 

broadside content to denounce finance’s dysfunction, but a classy example of justifying the 

linkages between the origin of financial system and its analytical and theoretical rigor.  

The last third of the book insightfully addresses reform, which, refreshingly, Kay stresses is 

not the same as regulation. Some of finance’s most abstruse and pernicious activity arises 

from regulatory arbitrage — restructuring transactions so that they move from a less 

favorable to a more favorable regulatory rubric. Moreover, financial regulation suffers from a 
faster-spinning revolving door compared with other industries, with the regulators themselves 

either coming from or looking forward to landing in the industry they are supposed to 

oversee. 
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Indicators FY 10-
11 

FY 11- 
12 

FY 12-
13 

FY 13-
14 

FY 14-
15 

FY 15-
16 

GDP Growth (%) 8.4 6.7 4.9 6.6 7.2 (PE) 7.5 -7.9 
(PE) 

i. Agri & Allied (% growth) 
(% age share in GVA) 
 
ii. Industry (% growth) 
(%age share in GVA) 
 
iii. Services (% growth) 
(%age share in GVA) 

7.0 
(14.5) 

 
7.2 

(27.8) 
 

9.3 
(57.7) 

5.0 
(14.6) 

 
7.8 

(27.9) 
 

6.6 
(57.5) 

1.2 
(17.7) 

 
2.4 

(32.3) 
 

8.0 
(50.0) 

3.7 
(17.2) 

 
4.5 

(31.7) 
 

9.1 
(51.1) 

0.2 
(16.1) 

 
6.1 

(31.4) 
 

10.2 
(52.5) 

 

GDP at current prices  (` trillion) 76.7 89.1 99.88 113.45 125.41  
GDP at current prices@ 
(USD trillion) (1 USD = INR 66.54)  

1.7 1.8 1.5 1.7 1.88  

Per capita Net National Income (` at current 
prices) 

58534 64316 71593 80388 88533 NA 

Growth in Index of Industrial Production 
General (%) 
Mining (%) 
Manufacturing (%) 
Electricity (%) 

 
 

7.8 
5.9 
8.1 
5.6 

 
 

8.2 
5.2 
8.9 
5.5 

 
 

1.1 
-2.3 
1.3 
4.0 

 
 

(-)0.1 
(-)0.6 
(-)0.8 

6.1 

 
 

2.8 
1.4 
2.3 
8.4 

 
 

3.6 
3.0 
2.6 

11.4 
(as on 
Sept. 

2015) 
Inflation WPI - 52 weeks average 9.6 6.89 5.96 5.7 -2.3  
Export Growth (%) 37.6 20.94 -1.1 4.71 -1.54  
Import Growth (%) 21.6 32.33 0.54 -8.5 -0.6  
Forex Reserve (USD billion) 305 294 261 276 317 352.37 

(as on 
Nov. 20, 
2015) 

Gross Fiscal Deficit as % of GDP 4.79 5.84 4.91 4.43 4.09 3.94 (E) 
Current Account Deficit as % of GDP 2.7 4.2 4.7 1.7 1.3 1.5 (E) 
Total FDI Inflow (in $ billion) 34.84 21.86 19.81 23.77 34.87 NA 

Net FII Inflow (in $ billion) 29.42 39.03 46.71 28.69 75.72 NA 

Forex Rate (Rs. Per US$) 44.6823 51.0109 54.3303 59.9376 62.4018  66.52 (as 
on Nov. 
30, 2015) 

Source – Ministry of Finance; RBI; MoSPI; DIPP, Min. of Commerce & Industry;  
 

 
 

  

OVERVIEW OF INDIAN ECONOMY 



 

 
 

 

24 

Small Industries Development Bank of India OPTIMiSM 

 
 
 
 
 

 
S.No. 2006-07 2013-14 

Economic Parameters Registered Unregistered Total 
1. No. of Enterprises (lakh) 16 (6%) 246 (94%) 261 

(100%) 
488 

 Break up of No. of enterprises in Micro, 
Small and Medium 

    

 Micro Enterprises 14.85 
(94.9%) 

N.A. N.A.  

 Small Enterprises 0.76 
(4.89%) 

N.A. N.A.  

 Medium Enterprises 0.03 
(0.17%) 

N.A. N.A.  

 Break up of No. of enterprises in 
Manufacturing and Services 

    

 Manufacturing 10 (67%) 64 (26%) 75 (29%) - 
 Service 5 (33%) 181 (74%) 186 (71%) - 
 Break up in terms of ownership     
 Socially backward classes (SC/ST/OBCs) 8 (50%) 126 (51%) 134 (51%) - 
 Others 8 (50%) 120 (49%) 127 (49%) - 

2. Employment (lakh) 92 (17%) 503 (83%) 595 
(100%) 

1114 

 Break up of No. of enterprises in Micro, 
Small and Medium 

    

 Micro Enterprises 64 
(69%) 

N.A. N.A.  

 Small Enterprises 22 
(24%) 

N.A. N.A.  

 Medium Enterprises 6 
(7%) 

N.A. N.A.  

 Break up of No. Of enterprises in 
Manufacturing and Services 

    

 Manufacturing 80 (87%) 224 (45%) 304 (51%) - 
 Service 12 (13%) 278 (55%) 291 (49%) - 
 Break up in terms of ownership     

 Male 73 (80%) 413 (82%) 486 (82%) - 
 Female 19 (20%) 90 (18%) 109 (18%)  

3. Average Employment per unit (Number) 5.75 2.04 2.27 2.28 
 Manufacturing 8 3.5 4.05 - 
 Service 2.4 1.53 1.56 - 

4. Share in GDP (%)   37.54 
(2012-13) 

5. Share in Exports (%)   40% 
6. Fixed Investment (`  crore)  5,00,758 13,63,700 
7. Employment per `1 lakh investment in Fixed 

investment 
 0.19 - 

8. Break up of No. of enterprises as per source 
of Finance 

15 (6%) 246 (94%) 261(100%) - 

 No Finance/Self Finance 14 (88%) 229 (93%) 242 (93%) - 
 Institutional Sources 2 (11%) 12 (5%) 14 (5%) - 
 Non-Institutional Sources 0.16 (1%) 5 (2%) 5 (2%) - 

Source: 4th Census on MSME, Ministry of MSME 

  

MSMEs AT A GLANCE 
(As per 4th MSME Census) 
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Statement 2: Industry-wise Deployment of Gross Bank Credit 
(Rs. billion) 

    Outstanding as on Variation (Year-on-Year) Variation (Financial Year) 
Sr.No Industry Mar.21, 

2014 
Mar.20, 
2015 

Oct.30, 
2015 

Oct.31, 
2014 / 
Oct.18, 
2013 

Oct.30, 
2015/ 
Oct.31, 
2014 

Oct.31 
2014/ 
Mar.21, 
2014 

Oct.30, 
2015 /  
Mar.20, 
2015 

2.1 Mining & Quarrying (incl. 
Coal) 

358.45 359.51 346.44 9.85 -6.77 3.67 -3.63 

2.2 Food Processing 1462.54 1714.95 1426.82 17.75 0.32 -2.75 -16.80 
2.2.1 Sugar 344.66 414.11 357.91 7.08 7.19 -3.13 -13.57 
2.2.2 Edible Oils & Vanaspati 212.93 210.64 179.10 2.83 -1.31 -14.78 -14.97 
2.2.3 Tea 32.41 31.96 30.66 -2.85 -6.44 1.10 -4.06 
2.2.4 Others 872.53 1058.24 859.15 27.45 -1.71 0.18 -18.81 
2.3 Beverage & Tobacco 182.85 186.48 176.10 18.62 -6.48 2.98 -5.57 
2.4 Textiles 2022.13 2019.18 1943.52 4.58 0.23 -4.11 -3.75 
2.4.1 Cotton Textiles 1007.07 1000.45 956.23 4.37 1.16 -6.14 -4.42 
2.4.2 Jute Textiles 19.98 22.36 21.82 17.09 -7.42 17.97 -2.40 
2.4.3 Man-Made Textiles 215.60 203.57 204.86 0.42 4.24 -8.85 0.64 
2.4.4 Other Textiles 779.47 792.81 760.60 5.60 -1.69 -0.75 -4.06 
2.5 Leather & Leather 

Products 
102.08 102.48 102.23 7.51 0.73 -0.58 -0.24 

2.6 Wood & Wood Products 94.23 98.31 99.97 11.00 3.40 2.60 1.68 
2.7 Paper & Paper Products 328.20 340.66 345.85 7.02 4.27 1.06 1.52 
2.8 Petroleum, Coal Products 

& Nuclear Fuels 
648.40 561.45 450.15 -8.92 -19.72 -13.52 -19.82 

2.9 Chemicals & Chemical 
Products 

1663.36 1544.87 1532.57 -7.15 3.30 -10.81 -0.80 

2.9.1 Fertiliser 305.90 253.96 215.40 -20.75 -0.67 -29.11 -15.18 
2.9.2 Drugs & Pharmaceuticals 486.55 492.95 504.62 -8.60 5.84 -2.01 2.37 
2.9.3 Petro Chemicals 421.87 330.75 353.36 -8.92 0.14 -16.35 6.84 
2.9.4 Others 449.03 467.22 459.19 5.28 5.06 -2.66 -1.72 
2.10 Rubber, Plastic & their 

Products 
370.72 377.73 356.73 8.22 -4.18 0.42 -5.56 

2.11 Glass & Glassware 87.04 88.38 85.26 11.03 -4.17 2.22 -3.53 
2.12 Cement & Cement 

Products 
539.33 560.38 550.88 12.83 -0.75 2.92 -1.69 

2.13 Basic Metal & Metal 
Product 

3607.81 3853.89 3938.00 8.78 7.54 1.50 2.18 

2.13.1 Iron & Steel 2673.98 2834.28 2929.59 6.37 8.18 1.27 3.36 
2.13.2 Other Metal & Metal 

Product 
933.83 1019.61 1008.40 16.27 5.71 2.15 -1.10 

2.14 All Engineering 1463.61 1540.06 1538.05 6.75 4.08 0.97 -0.13 
2.14.1 Electronics 346.75 367.90 384.90 10.73 9.57 1.31 4.62 
2.14.2 Others 1116.86 1172.15 1153.15 5.57 2.37 0.86 -1.62 
2.15 Vehicles, Vehicle Parts & 

Transport Equipment 
665.33 682.09 677.21 2.98 3.57 -1.72 -0.71 

2.16 Gems & Jewellery 698.89 718.19 706.79 3.04 1.32 -0.18 -1.59 
2.17 Construction 625.71 743.03 749.63 25.83 1.49 18.05 0.89 
2.18 Infrastructure 8363.57 9245.31 9608.72 12.72 8.28 6.10 3.93 
2.18.1 Power 4869.02 5575.67 5825.92 16.66 10.55 8.23 4.49 
2.18.2 Telecommunications 882.04 918.90 924.28 2.18 2.59 2.14 0.59 
2.18.3 Roads  1578.59 1686.91 1760.29 12.36 7.15 4.07 4.35 
2.18.4 Other Infrastructure 1033.91 1063.83 1098.22 4.81 3.59 2.54 3.23 
2.19 Other Industries 1880.60 1839.34 1871.30 -4.31 7.98 -7.85 1.74 
  Industries 25164.83 26576.27 26506.22 7.80 4.57 0.73 -0.26 
 Source – RBI 

 

Industry-wise Deployment of Gross Bank Credit 
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(No. of A/c. in lakh) (Amount in ` crore) 

 
Year Micro Small Medium MSME 

Last Friday of  No. of A/c Amount No. of 

A/c 

Amount No. of 

A/c 

Amount No. of A/c Amount 

March 2012 83.42 

(8.11) 

217773 

(8.57) 

15.16 

-(0.75) 

309912 

(6.68) 

0.93 

 

153621 99.51 681306 

March 2013 93.81 

(12.46) 

281258 

(29.15) 

18.05 

(2.93) 

405951 

(18.2) 

1.19 

 

181815 

(18.35) 

113.05 

(0.01) 

869024 

(20.88) 

March 2014 106.67 

(13.71) 

354813 

(26.15) 

18.93 

(0.79) 

496279 

(13.14) 

0.84 

 

188838 

(3.86) 

126.44 

(0.01) 

1039930 

(14.86) 

March 2015 

(P) 

120.15 

(12.64) 

428501 

(20.77) 

18.11 

-(0.65) 

537977 

(4.9) 

0.93 

 

229595 

(21.58) 

139.19 

(0.02) 

1196073 

(11.20) 

As on Oct 30, 

2015 

 Gross Bank Credit to MSEs -  `820000 crore NA NA NA NA 

Source: RBI, Min. of MSME 
Note: Figs. in brackets indicate Y-o-Y % growth/decline 

 
 
 

 
 
  
 
 

 
(Amount in ` crore) 

 
Year ended 

March 
Total MSE Micro 

Enterprises 
Gross NPA 

in SCBs 
NPAs as % of 

loan assets. 
NPA in MSE % of NPA in 

MSE to total 
NPAs of SCBs 

% of NPA in 
MSE to total 

MSE O/s. 

NPA in Micro 
Enterprises 

% of NPA in Micro 
Enterprises to total 

MSME O/s. 

2009 257361 99431.98 683280 2.45 13944.59 2.04 5.42 8035.76 3.12 

2010 364001 149545.8 846980 2.51 20067.09 2.37 5.51 11885.34 3.27 

2011 485942 200528.9 979000 2.36 21258.54 2.17 4.37 12686.96 2.61 

2012 528616 217773 1429030 2.94 26312.99 1.84 4.98 13078.82 2.47 

2013 687208 281258.3 1940740 3.42 31477.96 1.62 4.58 16825.95 2.45 

2014 851092 354813.2 2641950 4.1 42428.79 1.61 4.99 19583.01 2.3 

2015 966478 428501.3 NA 4.45 60749.27 NA 6.29 26784.74 2.77 

 Source – RBI 

  

NPAs in MSEs in Scheduled Commercial Banks 

CREDIT FLOW TO MSME SECTOR 
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Rank of BRIC countries on different parameters 
(Rank/140) 

Brazil Russia India China 

Intellectual property protection 83 124 50 63 

Diversion of public funds 139 110 40 50 

Irregular payments and bribes 112 98 63 67 

Judicial independence 92 108 64 67 

Efficiency of legal framework in setting disputes 124 102 42 50 

Efficiency of legal framework in challenging regs. 106 109 39 66 

Ethical behaviour of firms 133 66 44 61 

Protection of minority shareholders’ interests 78 116 69 71 

Strength of investor protection, 0 – 10 (best)* 32 88 6 110 

Quality of primary education 132 56 52 55 

Quality of education system 132 82 43 56 

Quality of management schools 84 100 55 85 

Extent of staff training 61 83 48 50 

Effect of taxation on incentives to invest 138 111 38 50 

Burden of customs procedures 133 88 54 56 

Imports as a percentage of GDP* 140 130 116 131 

Effect of taxation on incentives to work 138 120 36 58 

Venture capital availability 92 66 13 16 

Nature of competitiveness advantage 105 74 47 48 

Value chain breadth 67 94 29 43 

Note: Values are on a 1 to 7 scale unless otherwise annotated with an asterisk (*).Source: World 

Economic Forum’s Global Competitiveness Report 2015-16.  

Where India ranks above other BRIC countries 
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Disclaimer 

The views, news, comments, information, articles and opinions contained herein are mainly based on collation of different news/ views available from 
sources, such as, online, in person and printed resources – both globally and nationally, and thereof are not necessarily the views of the Small Industries 
Development Bank of India (SIDBI). While every effort has been made to avoid any mistake or omission, SIDBI would not be, in any way, liable for the 
authenticity of data, views, opinions, comments, etc. and for any mistake / omission or commission in this publication or any nature, whatsoever.  

Chief Editor – Shri Rabindra Kumar Das, Chief General Manager, SIDBI 
Assistant Editor – Shri Ramakanta Patra, Manager, SIDBI 

Notes for writers 
 
OPTIMiSM welcomes original articles from self-study/ experience in any of the issues related to Micro, Small and Medium 
Enterprises sector.  
 
Special Articles: 

 Contributions should be sent by email at feedback@sidbi.in alongwith brief bio-data and photograph of the writer. 
 Special article should be accompanied by an abstract of a maximum of 150-200 words.  
 Articles sent to OPTIMiSM should not have been simultaneously submitted for publication to another magazine/ journal/ 

newspaper or have appeared either.  
 The graphs and charts need to be prepared in MS Excel.  
 Receipt of articles will be immediately acknowledged by email / post.  
 The publication of article is a matter of editorial judgement.  

 
Copyright: 

 OPTIMiSM issues are hosted on SIDBI’s website and may reproduce them on CDs.  
 Copyright of all articles published in the magazine belongs to the author or to the organization where the author is employed.  

 
Permission to Reproduction: 
No published article or part thereof should be reproduced in any form without prior permission of the author(s). 

We welcome your suggestions and feedback for enrichment of the magazine. The suggestions and 
feedback may be sent to feedback@sidbi.in. 

Reader’s Feedback 

1. We were looking for the latest IFC report on finance gap. Please also tell us about the innovations in financial 
services, especially in MSME financing in India and abroad.  

- Shri Ateesh Singh, Director, Dept. of Financial Services, Min. of Finance. 
 

2. Very good initiative. While this will improve our knowledge, I suggest to give some policy recommendations. A 
chapter on legal aspect for MSMEs may be included.  

- Shri Shailendra Mahalwar, Chief General Manager , SIDBI 
 

3. My heartiest accolades to the team ‘OPTIMiSM’ for making it so interesting and knowledgeable.  
- Smt. Rajni Sood, General Manager, SIDBI 

 
4. The Optimism journal of November is interesting and informative. Along with  the usual data on economy, the 

quotes and articles published makes it more interesting to read.  You may also add experiences, growth stories 
and also educative failure stories  of some  entrepreneurs from across the world and some unique reforms brought 
about by other countries, if available. 

- Ms. Vaidehi Burra, Manager, SIDBI 


