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A

s we enter the last month of this year, all eyes
are focussed on the 122nd Constitutional
Amendment to introduce the Goods and
Services Tax (GST). We only hope that the GST does
not come with any riders attached to it. In the interest of creating a
harmonised system of taxation, it needs to bring all indirect taxes under
one tax. The present bill, however, is not in conformity with the full
GST regime. Exclusion of the five petroleum products for the time
being may have a cascading effect on costs. It is common knowledge
that petroleum products i.e., crude, high speed diesel, petrol, natural gas
and aviation turbine fuel have a very large impact on prices. It would
augur well if the spirit of GST is translated into every letter of the 122nd
Constitutional Amendment.
On the brighter side, the investment cycle in India is fledgeling and is
showing signs of recovery. However, to sustain this recovery, it will
be necessary that private sector capital expenditure must also revive.
Despite all the efforts, November was a bad month for the manufacturing
growth which slumped to a 25 month low. Lower demand, reduced
output and increased costs of inputs and finance continue to bug the
manufacturing sector. The data compiled by the Central Statistics Office
for the quarter ending September, however, contradicted the NIKKEI
Index. The statistics office shows a 9.3% increase in manufacturing
during the period.
In keeping with our annual schedule, the MEDC held its Conference
“MSMEs-The Growth Engine for Make in India and Maharashtra”. The
Hon’ble Minister for Industries in Maharashtra, Sh. Subhash Desai,
inaugurated the Conference. Our partners in this venture were Indian
Education Society (IES) as usual. This year we extended the scope of the
word MSME to encompass the real Micro and Small Entrepreneurs in
addition to usual industrial manufacturers. We had members of “AMHI
Udyogini” and “AAHAR” in large numbers. This issue of the Economic
Digest brings the proceeds of this conference to our readers.
Wishing you a Merry Christmas.

Address :
MEDC Research Centre, 3rd floor, Y.B. Chavan Centre,
Nariman Point, Mumbai - 400 021.
Tel. : 2284 2206/09 ; Fax : 2284 6288
email : medc@medcindia.com

Cdr. Dipak Naik
President
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Adoption Policy for
Open Spaces of Mumbai
A policy tabled at the Group Leaders Meeting and
approved by them, failed to be tabled on the floor of
the house needs to be understood and analysed.

T

he office of the Municipal
Commissioner vide note
No : MOP/6099/SG/
MC/1869 dated October 3, 2015
proposed policy guidelines
for
gardens/recreation
grounds/playgrounds/parks on
‘Adoption Basis’ This was to be
approved by the corporators of
the MCGM but was not tabled ,
primarily due to the opposition
from the ruling BJP, and a
whole lot of concerned citizens
including the organization
‘Nagar’.
While
the
development
plans (DP’s) contain specific
reservations for all open spaces
such as gardens, recreation
grounds, playgrounds and parks,
these in turn can be developed
/redeveloped/ in accordance
with their reservation for the
access and benefit of general
public and tourists.
According to the Development
Control Regulations (DCR)
1991, the Parks and Gardens
Department of the MCGM
has already taken possession
of 1068 plots covering 1200
acres of open spaces. These
plots are to be developed as

per their reservations. Some
additional plots are expected to
be taken over by the MCGM’s
Parks and Gardens Department
Association or federations of
the local housing societies,
resident associations, business
associations, associations of
shopkeepers, NGO’s from
respective electoral words,
public sector undertakings
(PSUs),
Government
Institutions, Institutions/Bodies
which organize or sponsor
sporting events (having presence
at administrative ward levels),
Educational institutes (having
presence at administrative ward
levels),and Corporate houses
who want to use their Corporate
Social Responsibility (CSR)
fund were eligible to apply for
these plots.
Plots
developed
by
the
municipal corporation, Plots
developed using MP/MLA
funds or District Planning
and Development Committee
(DPDC) funds (under guardian
minister) or corporator fund,
Plots developed and preserved
using funds from private
institutions were made available
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for adoption.
Every ward officer with the
advice of the zonal garden
superintendent or his deputy
would
have
prepared
a
list of recreation grounds,
playgrounds, gardens and parks,
put it up on the notice bard of
the ward office as well as the
MCGM website, and publish it
in leading English and Marathi
newspapers.
All eligible parties interested
in adopting the aforementioned
plots were to apply stating
experience and the proposed
plan.
For scrutinising applications
a scrutiny committee was to
be formed in each ward. The
deputy superintendent of parks
and gardens was to scrutinize
the proposals and forward them
to the Scrutiny Committee.
The Committee was to consist
of the Additional Municipal
Commissioner, MCGM (in
charge of Gardens department)
as the chairperson, Deputy
Municipal
Commissioner,
MCGM (Gardens),and the Ward
Officer (for each ward)
December 2015
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After 30 days the scrutiny
committee was to compile its
remarks, and the zonal deputy
municipal commissioner was
to submit the applications
along with the remarks to
the
additional
municipal
commissioner (in-charge of
gardens) within 60-days.
The entire process was to be
completed within a period of
90-days, along with informing
the
applicant
about
the
‘adoption’ application outcome.
The selected party was to
give a bank guarantee from
a scheduled or a nationalized
bank of Rs. 25,000 for each
adopted plot. After completing
the development work within
the prescribed period, the bank
guarantee was to be released.
Institutions/Bodies
which
organize sporting events (having
presence at administrative ward
levels) and affiliated to the state
government sports department
were to be allotted marks out of
10, Institutions/Bodies which
organize or sponsor sporting
events (having presence at
administrative ward levels)
out of 10 marks, Previous
Experience of developing/
maintaining facilities on plots,
out of 10 marks, Association/
Organisation having an annual
turnover over Rs. 5 crore
was to be given 15 marks,
lesser turnover would have
got less marks. Associations/
Federations of the local housing
societies/resident associations/
business
associations
of
4
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s h o p k e e p e r s / N G O ’s f r o m
respective electoral wards were
to be given 10 marks, Proposed
plan for the development
and maintenance of the plot
(Discretion of the scrutiny
committee) could be given up
to 25 marks.
In the sponsored category,
Priority for prominent and
well-known
companies
registered under corporate
social responsibility (CSR)
were entitled to 50 marks and
20 marks for their plans.
5 advertisement boards of
6X2 feet, commercial use
of the facility with the nod
from the additional Municipal
Commissioner
(gardens),
permission to charge citizen @
Rs2 or 5 per person depending
on the investment was to be
permitted. Children below 12
and senior citizens were to
enjoy all the facilities ‘free of
charge’. Membership fees and
fees for playing games could be
charged with the permission of
the authorities. No construction
of gymnasiums or clubhouses
or any such constructions were
to be permitted on the plots.
Some of these plots were earlier
given on caretaker basis. These
plots will be kept as they are.
Some others were given on
adoption, and they have applied
for converting themselves into a
caretaker. If these organisations
have made an application on or
before December 31, 2014, and
if they can prove to have spent
Rs. 3 crore or more toward the
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development/redevelopment/
refurbishment of the plot,
then these applications would
be considered as eligible
for caretaker agreements. A
canopy/shed and toilets were to
be permitted to be constructed
on the boundary of the plot
reserved for playgrounds or
recreation grounds.
The policy was debated by
prominent NGOs at a meeting
called for that purpose. Shailesh
Gandhi, former information
commissioner and RTI activist
was amongst several activists
who were very vocal in their
opposition to this policy.
“We have heard of adoption of
orphans. On an adoption being
completed the parents have the
same rights as a normal parent
and also effective control.
Bombay Municipal Corporation
appears to believe that the open
spaces in Mumbai are orphans
and hence should be given away
on adoption or caretaker basis.
This corrupt idea was mooted
a few years back and since
there was a public outcry its
implementation was stopped.
It is claimed that BMC wants
public participation in the
maintenance of open spaces.
This ‘policy’ of depriving
citizens of their rights on open
spaces and creating private
rights on them is again being
revived with some cosmetic
changes. Senior BMC officials
admit that the corporation has
adequate funds to maintain
the open spaces, but was
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mooting the ‘adoption policy’
to get citizen’s participation. I
would like to recall one earlier
experience of this nature:
Papers obtained my me under
RTI (in 2005) showed that the
first agreement with Matoshri
Club in March 1996 was given
for 5 years for the 5 acre plot
at CTS 190B. The agreement
to take care of the open space
allowed nothing except two
boards no more than 2.5 ft.
by 10 inches to be put up on
the Ground. It stated that no
structure of permanent nature
will be put up. Subsequently
on
13
December,
1996
an agreement was signed
permitting a construction of
50% of the plot for Gymkhana
and Swimming pool! Now
it is a full scale private club.
Numerous clubs have come up
like this on public land which
has been given away to some
private interests.
There are a few cases of really
well meaning citizens having
taken charge of open spaces and
with their own funds managing
them for public good. But even
in these cases institutionally a
major flaw is that open spaces
are effectively being put in
charge of private bodies, which
may not have the same altruistic
organizers for all time to come.
Estimates show that the BMC
would need less than 200 crores
annually to meet the expenses
of sprucing up and maintaining
these open spaces. BMC with
an annual budget of 32000

crores has a provision of 200
crores for maintaining various
grounds and gardens, which
it is not utilising. If BMC is
really keen on getting public
participation it could encourage
citizen’s groups to do social
audit and monitoring of these
grounds and also take their
help in designing the facilities.
The BMC’s intentions are clear
when one looks at the evaluation
criterion for selecting those
who wish to adopt the open
spaces. One of them gives
preference to organizations
which have turnover of Rs.
5 crores! The intentions are
obvious. This is one more
attempt to alienate citizens
from their open spaces. The
opposition in the Corporation
has strongly opposed this new
policy. Citizens must protest
if they wish to retain control
of these open spaces. It is
obvious that there is a corrupt
motive motivating this ‘policy’.
Citizens should take a strong
position by organizing meetings
and interacting with the elected
representatives. We should ask
them to explain their actions
which are not in the interest of
public. If they do not listen to
our voice and continue on this
nefarious path, we should vow
to teach them an appropriate
lesson in the next BMC
election” said Shailesh.

this policy due to upkeep of
open spaces not figuring in its
essential mandatory duties, he
would move an amendment in
the state assembly to amend
the MCGM act and make the
upkeep of such open spaces
mandatory. The policy was to
be placed before the House,
but was withheld. It is not
yet clear whether it will
undergo substantial changes
or will comeback as a political
compromise.

Ashish Shelar, the President of
the city BJP, who was specially
invited, made a presentation and
said that though the corporation
was legally entitled to make

chandrashekharp@hotmail.
com

Maharashtra Economic Development Council, Monthly Economic Digest

We have always maintained
that we need to use the tools
such as the development plan
and the development control
regulations to obtain for the
megapolis more open spaces
than what has been provided
under the 1991 regulations. We
have also said that if incentives
for converting private lands
to public open spaces can be
effectively worked out, new
open spaces will be available.
The existing ones and the
ones which are already in the
pipeline can be maintained with
the help of MCGM funds and
supervision from the residents.
This however will require the
MCGM to revisit the policy and
make substantial changes. Mr
Shelar very clearly stated that
he was willing to go that extra
mile. It is up to the public at
large to build up opinion in the
larger interest of the megapolis.
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Global Economic Monitor

Global Trade and
Investment Trends...
Dr. Prakash Hebalkar

This column focuses on trends in trade
and investments in the past month.
This column last month
highlighted Multi National
Corporations (MNCs) in the
thick of scandals especially
demonstrating lack of Ethics.
This month, the cover story is
focused on MSMEs i.e. medium
Small and Micro Enterprises.
An outstanding example of
such an enterprise focusing
on the ethical issues of the
pharmaceutical industry is set
to be released on November 28,
2015. It is a movie called Bought.
The movie is about the ethical
issues concerning vaccines and
GMOs or Genetically Modified
Organisms. Moreover, this
movie was funded through
“crowdfunding”, an important
new trend that allows small
enterprises to be disruptive.
Another article explains about
crowdsourcing or the raising
of seed capital through a large
number of small contributions
from ordinary folks instead of
from a small number of wealthy
angel investors or venture
capitalists.
The movie Bought picks up
the story where Doctored left
off, a deep dive into the story
6
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we only hinted at. Vaccine
safety, GMOs and factory
foods, and Big Pharma.
Three huge stories, each
worthy of multiple films, but
each brought together by one
staggering fact: it’s the same
villain………..These
three
story lines converge on Wall
Street, in a tale of corruption,
greed and shocking lack of
conscience. We think this
is the most important film
we’ve ever embarked on. And
we’re asking you to be a part
of it, both in funding and in
promotion.
Our budget is $700,000. Once
finished, we’ll release it in
theaters and that will push our
total costs to about $1,000,000.
Our best case scenario is to
fund the entire project with
you. Every dollar raised here
will go toward the expense
of creating and distributing
this film.
Pharmaceutical
companies spend over $4
billion per year on advertising.
That’s 4000 times our bestcase scenario, every year! Your
support is the only way this
happens, please join us.
$162,321USD
raised by 1,809 people in 1

month
108% funded No time left
$150,000 USD goal
Flexible Funding
CAMPAIGN CLOSED
This campaign ended on July
10, 2013
Crowdfunding appeal by
Jeff Hays the creator on
Indiegogo.com
A recent article in the Huffington
Post addressed the issue what
makes
small
enterprises
successful.
The
article
emphasizes the importance of
solving a real problem, “To start
a successful business, look for a
great problem first and then try
to find a great solution.” The
following case is illustrative.
Sheila Lirio Marcelo, the
founder and CEO of Care.
com, came up with the idea
for her company when her
dad went through triple
bypass surgery eight years ago.
At the time, Marcelo and her
husband were both working
full time, raising two kids and
two dogs. She needed help
juggling the myriad demands
of her family, her household
and her work, and there was
no website to help her do that.
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“You may have a trusted nanny
or a regular pet sitter, but if
their personal circumstances
change or if they suddenly fall
ill, it can be a struggle to find
help in a moment’s notice,”
Marcelo explained to Work It
Mom.
The solution? In 2006
Marcelo launched Care.com,
an online marketplace for
caregiving services, including
childcare, pet care, elder care
and tutoring.
Marcelo’s problem is not
unique. Her platform helps
empower women and increase
female participation in the
workplace by providing care
options around the world.
Today Care.com has more
than 17.8 million members,
spanning 16 countries. The
company raised more than
$100 million in funding before
going public in 2014.
Huffington

Post

:

Successful

Entrepreneurs Don’t Just Start
Businesses, They Solve Problems
Nov 20, 2015 Samantha Parent

The final item in this column
relates to one of the two most
contentious issues in the Trans
Pacific Partnership, viz patent
policy (the other is the ISDS
or Investor State Dispute
Settlement).
It
illustrates
the important role that the
pharmaceutical industry played
in the TPP negotiations.
The pharmaceutical industry
wields
vast
power
in
Washington and is suspicious

of patent reform. Unlike the
junky software patents that
are the patent-trolls’ stock
in trade, pharma patents
are often obtained only
after companies invest huge
amounts of money in biochemistry research and clinical
trials. That’s why the pharma
lobby will rush to stamp
out any measure that could
weaken intellectual property.
The
current
slate
of
reforms—ending discovery
abuse, heightened pleading
and so on—was designed
to strike at trolls without
affecting the pharma industry.
And all appeared to be going
as planned until a recent event
gave the pharma industry,
which had stayed on sidelines,
the jitters.
That event came in the form
of a challenge to a biotech
patent, filed by hedge-fund
manager Kyle Bass, who
hoped the challenge would
spook the share price of
Jazz Pharmaceuticals , and
allow him to profit from
shorting the stock. The Bass
challenge does not appear to
have dented Jazz’s stock, but
just the threat was enough for
the pharma lobby to stick its
very long nose into the patent
reform effort underway in
Congress. The concession
it asked was an enormous
one: The pharmaceutical
industry demanded that
Congress effectively cripple
the process at the Patent
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Office where Bass had
challenged the Jazz patent.
That process, known as inter
partes review 11 , is one of
1

This post grant opposition
mechanism
allowed
the
government of India to challenge
the turmeric and neem patents.

Turmeric
Turmeric (Curcuma longa) is a plant
of the ginger family yielding saffroncoloured rhizomes used as a spice for
flavouring Indian cooking. It also has
properties that make it an effective ingredient in medicines, cosmetics and
as a colour dye. As a medicine, it is
traditionally used to heal wounds and
rashes.
• In 1995, two Indian nationals at the
University of Mississippi Medical
Centre were granted US patent no.
5,401,504 on “use of turmeric in
wound healing”.
• The Indian Council of Scientific and
Industrial Research (CSIR) requested
the US Patent and Trademark Office
(USPTO) to re-examine the patent.
• CSIR argued that turmeric has been
used for thousands of years for healing wounds and rashes and therefore
its medicinal use was not novel.
• Their claim was supported by documentary evidence of traditional
knowledge, including an ancient
Sanskrit text and a paper published
in 1953 in the Journal of the Indian
Medical Association.
• Despite arguments by the patentees,
the USPTO upheld the CSIR objections and revoked the patent.
Observations: The turmeric case was
a landmark case as it was the first time
that a patent based on the traditional
knowledge of a developing country had
been successfully challenged. The legal
costs incurred by India in this case have
been calculated by the Indian Government to be about at US $10,000.
Neem
Neem (Azadirachta indica) is a tree
from India and other parts of South
December 2015
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the few successes to emerge
from the America Invents
Act of 2011. The process
allows the public a relatively
quick way to ask officials
at the Patent Office to take
a second look at patents
that should not have been
issued in the first place.
In its short existence, it has
proved effective at weeding
and Southeast Asia. It is now planted
across the tropics because of its properties as a natural medicine, pesticide
and fertilizer. Neem extracts can be
used against hundreds of pests and
fungal diseases that attack food crops;
the oil extracted from its seeds is used
to treat colds and flu; and mixed in
soap, it is believed to offer low cost
relief from malaria, skin diseases and
even meningitis.
• In 1994 the EPO granted European
Patent No. 0436257 to the US Corporation W.R. Grace and USDA for
a “method for controlling fungi on
plants by the aid of a hydrophobic
extracted neem oil”.
• In 1995 a group of international
NGOs and representatives of Indian farmers filed a legal opposition
against the patent.
• They submitted evidence that the
fungicidal effect of extracts of neem
seeds had been known and used for
centuries in Indian agricultural to
protect crops, and thus was the invention claimed in EP257 was not
novel.
• In 1999 the EPO determined that
according to the evidence “all features of the present claim have been
disclosed to the public prior to the
patent application… and [the patent]
was considered not to involve an inventive step”.
• The patent was revoked by the EPO
in 2000.
Source: IPRCommission.org
8
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out some notorious software
patents (including a patent on
all podcasts) that are the troll
industry’s favorite weapon.
But despite evidence from
scholars that the process
has invalidated a relatively
small number of patents,
the pharma industry has
persuaded
Grassley
in
the Senate to adopt an
amendment that would
effectively sabotage the
challenge system.
According to Krish Gupta,
counsel for cloud storage giant
EMC, the amendment changes
the evidence and pleading rules
for the inter partes review
process. According to Gupta,
this will make the challenge
process akin to full-blown
patent litigation, and eliminate
the incentive for companies
to use it. For companies like
EMC EMC -0.20% , which
has been a frequent target of
patent trolls, this would be a
major setback. In Gupta’s view,
the pharmaceutical industry
is overreacting to the Bass
incident, especially as there is
little evidence that inter partes
process poses a serious threat
to the industry’s patents. But
its reaction may be enough to
sink the larger push for patent
reform once again.

MSME Conference

reform fail twice in five years,
the coalition may prefer to walk
away than to grant a concession
that would amount to giving
away as much as it gets, said the
person who spoke on condition
of anonymity.

This doesn’t mean a final deal
is out of reach, of course.
In the course of this week’s
Judiciary Committee hearing,
several Senators suggested the
final language of the bill is up
for debate, raising the prospect
of a carve-out to placate the
pharmaceutical industry. But
to get there will still require
patent reform supporters to
run a gauntlet of procedural
measures, and it’s not clear they
have time to do so
Source:

Patent

reform

inches

onwards but poison pill could kill it
June 5, 2015 Fortune.com

profitechconsultants@gmail.
com
The author is a Public Policy consultant
and President of ProfiTech, a strategic
consultancy and also Member of the
MEDC Economic Digest Committee.

The end game
The price of pharma’s poison
pill may be too high for the tech
and retail coalition, according
to a person familiar with the
legislation. After seeing patent
Maharashtra Economic Development Council, Monthly Economic Digest

MSME Conference

Inaugural Speech by
Shri Subhash Desai,
Hon’ble Minister for Industries,
Maharashtra State

I

am really happy to be here
to join in this conference
on MSMEs – issues and
growth. I carefully listened to
all the remarks and issues
raised by the speakers. Off
course MSMEs have a great
role to play in our economy, in
our industries. Almost 40%
contribution
to
industrial
production
comes
from
MSME, export from this sector
was about 30% earlier and now
it is in the range of 30-35%.
Employment generation is also
very dependent on MSMEs. So
we cannot forget this sector
and we need people and
organizations to come forward
and represent all the MSME
units which are scattered all
over the State and all over the
country. Ofcourse there are
certain issues that are need to
be addressed quickly. The
finance is one issue Mr.
Tanksale has elaborated certain

measures taken by
the banks as per
the policies of the
union government,
but
still
the
MSME sector is
expecting lower
rate of interest,
easy disbursement
of finance and the
banking sector has to take care
of all these sides. From our
side we have asked the SIDBI
to create venture capital of Rs.
200 crores which is ready now
for MSMEs and Government
of Maharashtra has contributed
Rs. 75 crores from the creation
of this venture capital. This
fund is now available for the
startups for potential investors
and Entrepreneurs. We are
also looking into the issues of
the units which have been shut
down and many units are
coming and adding to the
existing units but some time
some units do shut down.
There are various reasons,
financial reason, technological
reasons, their internal issues,
but still they have their own
infrastructure,
machineries
and experience. I wish to
bring these units which are in
difficulties on a platform
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where the French engineers
can be invited. See we have a
huge pool of engineering
graduates. There are as many
as one lakh graduate engineers
and technicians coming out of
our engineering colleges and
industrial technical institutes,
polytechnics.
All these
youngsters, they are job
seekers but few of them are
interested to set up their own
units and we must support
them. Off course they can
present their project reports
and new ideas.
But few
youngsters have innovative
ideas, they have a concept of
unique product or service.
Why not bring them together
with these existing MSMEs
which are in difficulties. On
one side we have experience
and little infrastructure and
other side there is energy and
new ideas. At the same time
we have Banking sector ready
to finance all these startups,
new entrepreneurs. So we are
also inviting some educational
institutions to guide them and
industrial houses which can
support these small units. We
know that the TATA motors,
when they started in Pune,
gradually their spare part
December 2015
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suppliers, their vendors went
on increasing. Now as many
as 500 suppliers are working
under one Tata Group. There
are as many vendors for Bajaj
Auto in Aurangabad. So one
big, large industrial house can
support many medium and
small industries. So we are
also calling upon the industry
captains to join hands and
come forward and support the
existing
and
reducing
difficulties. This is one idea,
there is also capital available
in stock exchanges, our BSE,
NSE they have some skills to
support Entrepreneurs who
want to come on this platform.
So these days money is not the
real problem. It is difficult but
there is no road block. This
industry can see rays of hope.
We have also plan for
developing certain clusters, we
have engineering cluster in
Pune,.
Auto
cluster
in
Aurangabad and in these
medium
and
small
entrepreneurs come together
and try to develop their
products in this common
facility. One more tool room is
coming up in Nagpur for
plastic industries. So the high
tech systems, machineries are
available for their common
use. We wish to develop as
many as 28 clusters in various
parts of the State.
We have
local talent.
There are
craftsman in in our villages, in
small towns. There are people
who make toys in a place like
10
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Sawantwadi, we can have a
toys cluster there. Coir cluster
in Konkan where there is
coconut and likewise there
could be many more clusters in
the various parts of the state.
With this, micro industries are
really getting an opportunity
to develop themselves. In case
of ease of doing business I
hope you must have gone
through todays and yesterday’s
news that World Bank has
published their report on ease
of doing business and India
has improved 12 ranks, we
have gone a little up. But we
are not still happy. In case of
Maharashtra we instructed all
the departments to reduce the
number of permissions. When
I assumed charge as industry
minister I found that any
industry to be set up in state
needed as many as 76
permissions from different
departments. We asked the
Baboos (it is popularly
mentioned) to reduce this
number and so far this number
has brought down to 37. Again
I am not happy with this
number, we want to bring it
down to 25. Ofcourse zero
permission is the most ideal
condition, we cannot expect
that, but 25 is a reasonable
range and we hope to achieve
this in next two months. So,
this is one area. With this our
MIDC is the largest land bank
in the country. We have as
much as 80 thousand hectares
of land already with us.

MSME Conference

Ofcourse still industrialists
complain that they don’t get
plots wherever they ask. Now
that
is
important
“WHEREVER”. See we don’t
have land available in Mumbai,
Navi Mumbai, Thane or Pune.
But the industrialists prefer
this sector.
So we are
encouraging them to go
towards after districts. We
have land in every district,
almost every Tahsil. We have
land but they are vacant plots
and people prefer Mumbai,
Nashik, Pune, Thane so we
have to change. How to meet
this
challenge?
The
government has introduced a
package scheme of incentives,
particularly for these backward
areas and in ‘D’ plus zones, we
have many incentives. The
stamp duty is almost zero.
There is a refund of VAT, sales
tax,
electricity
duty
is
subsidized, so these attractions
are available in other areas and
that
is
the
idea
of
decentralization. Let us see if
our if our industrialists prefer
other districts, and if they do,
it could be holistic development
of other industries. We have
2-3 major sectors in skgnt.
The government of India has
now opened defence sector for
private industry. We import
almost everything needed by
our defence forces, arms,
ammunitions, aircrafts, ships,
everything almost everything
is being imported. But now
with the opening up of this
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sector to private industry many
players are coming into this
sector. Reliance Group has
signed MoU with us for
starting up their helicopter and
fighter plan project in MIHAN
near Nagpur. Likewise Kalyani
Group, Bhart Forge they are
launching their gun making
factory in Jejuri in Pune. So
this is new sector coming up
and government of Maharashtra
is ready to welcome and
support industries coming to
join the defence sector.
Likewise electronic sector is
another area.
We use all
electronic devices and gadgets
but we don’t manufacture
them. Almost every gadget
and product in electronics is
being imported. So now this
sector is also being opened up.
Foxconn the biggest electronic
manufacturer they have signed
agreement with us to launch
production of i-phone, i-pad,
smart phone in Maharashtra.
They are investing 35 thousand
crores rupees and with a job
potential of 50 thousand. So
this is one area where electronic
sector could get boost and we
can hope for more jobs and
bigger growth in this sector.
Textile, earlier we saw that our
cotton growing areas did not
have any textile factories.
Textile factories we could see
in
Maharashtra
are
in
Ichalkaraji,
Malegaon,
Bhiwandi or Mumbai, where
there is no cotton growth. But
now we have decided to set up

as many as 12 Textile parks.
One such a textile park is ready
in Amravati and some 11
players have come there to
start their production. Cotton
to fabric and fabric to garment,
that is the initiative. And all
these new textile parks will be
set
up
in
Marathwada,
Vidarbha,
Northern
Maharashtra where cotton is
grown. So this is the way how
my government thinks. We
have introduced our new I.T.
policy
which
has
been
welcomed by the industry
players. And many foreign
investors are also now joining
us. We had tough competition
from Bangalore, Hyderabad,
Noida, Gurgaon in I.T. sector
and with this amended policy
now major players are coming
to Maharashtra with Black
Star,
Microsoft,
Google,
Apple. They are signing one
after other MoU’s to set up
their units.
Microsoft has
recently launched their Data
Centre recently, and this will
go on. This will increase. So
this is the way how this
government is functioning.
We certainly want to make
more
industry
friendly
environment here. Maharashtra
has been the leader in Industrial
sector. But still we want to
further strengthen our position
and off course we cannot
forget MSMEs. I apeal to the
associations
and institutes
like MEDC and IES to come
together, sit with us and let us
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find out ways and means of
development of this sector.
Skill development is another
area where we need support
and guidance from the experts,
from
the
educational
institutions
and
from
associations. So together we
can settle the hope for a better
future and growth in industry
generally, and ofcourse, in the
MSME sector. With these
words I once again thank for
calling me. Inviting me here
and off course other issues
raised by Mr. Santosh Shetty,
actually he has expected me to
intervene.
It is not my
department but still as a joint
responsibility, I am also
concerned
with
whatever
issues we have raised and I
will certainly request Hon’ble
Chief Minister to convene a
meeting and give you and your
members opportunity to raise
their issues which we must
address as quickly as possible.
Off course I will be happy to
receive comments and remarks
from all the deliberations that
will go on here in this
conference. I will request the
organizers to give those
remarks and all the comments
for my views.
Jai Hind , Jai Maharashtra
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Welcome address by
Cdr. Dipak Naik
President, MEDC

Hon’ble Minister for Industries,
Employment, Self Employment
and Ports of Maharashtra, Shri
Subhash Desai, my colleagues
of MEDC and year after year
our partners in this conference,
the IES, President Shri Arvind
Vaidya Sir and Trustees, Mr.
Satish Lotlikar and Mr. Satish
Nayak, our distinguished guests
this morning,
Mr. Mohan
Tankasale, Shri Girish Kuber,
Mr. Santosh Shetty. I welcome
the dignetories off the dais,
that is members of “”Aamhi
Udyogini”, “AAHAR” and the
tenants of Bombay Port Trust
who have been running their
businesses there year after
year.
I welcome our sponsors who
have extended their support
to us i.e. MIDC, Saraswat
Bank, SIDBI, EXIM Bank
12
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and
NABARD,
as well as a few
other people who
have helped us,
organize
this
conference.
I
must specifically
mention Dr. Minu
Mehta, who year
after year is a pillar of strength,
Mr. Rahul Amurtkar of
ASSENT, staff of IES as well
as MEDC and representatives
of the small, medium and micro
enterprises in Maharashtra, and
residents of city of the Mumbai.
Let me welcome you all. At the
outset, I express my gratitude
to the Hon’ble Minister for
sparing his valuable time for
this important event because
it’s his presence and it’s his
ear to our problems which
will enthuse the industrialist
in Maharashtra to take new
initiatives to pursue the theme
of “Make in Maharashtra” in
furtherance of the “Make in
India” policy.
The communication between
the populace and the politicians
must be continuous as if
dialogue is lost, the governance

is lost. If the dialogue is lost,
the Minister and the politicians
cannot put a finger on what to
correct, what to repair and how
to take this country forward. To
that extent conferences of this
kind are of great importance.
In the past this conference
used to restrict itself only to
the industry. This time we
took a careful look at the
definition of an entrepreneur.
An entrepreneur is the one
who takes risks, to establish a
business or an enterprise. It
therefore does not mean only
the industry, but it also includes
all other entrepreneurs, small
or big.
Let us look at the city of
Mumbai and the way it grew
in the early 19th century. Let
us examine why only Mumbai
grew of all the places on the
west coast. Being from the navy
the ports and growth of ports is
a subject of particular interest.
The opium trade was the main
reason of growth of Mumbai
and it is the opium export from
herethat brought prosperity. It
is this opium trade which made
our harbour grow. Mumbai as
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India’s largest, most premium
port, has its humble beginning
in the export of opium followed
closely for more than a century
by cotton and cotton produce.
The
supporting
traders
and small industries grew
eventually grew into medium
scale industries which further
went on to make themselves
prosperous and turned into
very large business houses in
and around Mumbai. Mumbai
is a place where more than
50% of India’s economic and
industrial growth germinated
and grew. Its only much later
that rest of the country caught
up and thankfully so.
Honourable Minister Sir, you
are the Minister for Industries,
enterprise, employment and
self-employment of our State.
Every entrepreneur is a selfemployed person and he comes
across, many barriers. Recently
we’ve been promoted in the
ranking for “ease of doing
business”, and have reasons to
pat our back, but not totally so.
Anil Save, our Vice-President
and I were discussing a very
interesting topic. If I have to
start a business and if MPCB
has to give me consent, then
why should that consent take
so long? They only have to
know is that I am starting an
industry. There is a form to be
filled up giving all details and

a certain set of norms are to be
followed in respect of water
pollution and air pollution.
As an industrialist if I know
my finances, my raw material,
my inputs and outputs, I also
know my effluent. If I break
those laws you please penalise
me, but if I don’t break those
laws at least allow me to start
my business. A mere consent
by MPCB should not be an
impediment in starting of a
business. I might be a small
restaurateur. I might be opening
up a small eating place, I am
actually doing a service to the
society. There are millions of
peoples in Mumbai who live
away from their houses. They
travel many miles in local trains
to come to a place of work and
are dependent for their daily
bread on this little eating house
round the corner. These little
eating houses represented by
AHAR here are self-employed
entrepreneurs. If they are
harassed, if they are subjected
to, shall we say, under the table
nongovernmental levies to put
it in mild words, then I guess
their ability to efficiently and
honestly serve the society, the
working manpower of this city
dwindles, and perishes. In a fe
cases they have to shut shop
and leave Mumbai.

conference. I do not wish to set
the key note as it is somebody
else’s job, but on the other hand
sir I also assure you that we are
not here only to complain. We
are here to make constructive
suggestions.
We are here
to suggest the solutions,
possibilities for the growth of
our industry and the growth
of skilled manpower. We the
MEDC are the sounding board
and an efficient point of liaison
between Ministry of Industries
and MIDC on one hand and the
intelligentsia,
academicians
and the entrepreneurs of our
state on the other. Together
we all share a dream. share
objectives
to
take
our
entrepreneurship, our selfemployment our industries,
large, small, medium and
micro to new heights of
growth. It’s our combined
dream to take Maharashtra and
consequently India forward to
greater productivity, greater
self reliance and gainful
employment. Interaction such
as this conference, initiated
year after year by MEDC, is of
great use in pursuance of this
goal.
We indeed are thankful to you
for having agreed to participate
and come for this function.
Thank you.

There are many such issues
that we will address during this
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‘Issues and challenges faced by MSMEs’
by

Mr. Chandrashekhar Prabhu, Director General, MEDC

S

hri
Subhash
Desai,
Minister of Industries,
Government
of
Maharashtra kindly accepted
our invitation to address the
MSMEs and meet them with
a view to understand their
problems and to find positive
solutions. He was in a bit of a
hurry and we had to curtail some
of our presentations to ensure
that he would be permitted
to leave within the timeframe
given to us. I was to make a
presentation on setting the tone
for the conference. Generally
the job of the person who has
been given the responsibility
of setting the tone is difficult
because it involves making
statements which would not just
provoke the speakers to debate,
but also provoke the audience to
14
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actively participate in the debate
and discussions at the end of
every session. I had prepared
my set of probing questions,
and provocative statements.
However as the honorable
Minister had to leave, I had
to withheld the presentation.
Many friends who attended the
conference have suggested that
I publish the setting of the tone
presentation. For a moment I
was tempted to do exactly that,
but on deeper thinking, I felt
that I should instead write on
the issues and challenges faced
by the MSMEs. And here we are.
Challenges faced by existing
MSMEs
• Lending Institutions have
rules regarding the limits

for finance to be made
available to the MSMEs.
Sometimes the upper limits
need to be revised. This is
not done and the time taken
for processing the request
becomes a major hindrance.
The RBI and the ministry
of finance has issued certain
directions in the recent past
but the implementation
processes have not taken
adequate cognizance of these
directions.
• While the large industries
can afford the lending rates
as decided by the Financial
Institutions, the MSMEs find
these rates high and unviable.
If the Government can work
out a Scheme on the lines
of credit given for housing
wherein the urban poor gets
credit at discounted prices;
small enterprises should
similarly be given credit at
discount if they are to be
encouraged to do better.
• Financial institutions insist
on taking collaterals from
MSMEs. Some have adequate
collaterals; others find it
difficult to comply with
the requirements. If the
norms for the collaterals
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can be suitably amended to
accommodate the requests
of genuine enterprises, this
can act as a special impetus
scheme. Under the new
scheme announced by the
Prime Minister, an amount
of Rs one crore can be given
without asking for collaterals.
Despite this, we still face
situations where collaterals
are specifically insisted upon.

• While the larger enterprises
have sufficient access to
equity capital and can
register themselves with
the stock exchanges and
get funding through IPOs,
the MSMEs find it difficult
to have access to partners
who can contribute to the
equity. The limited access
to equity capital is one of
the major hindrances for the
development of MSMEs.
In a rare move, the Mumbai
Stock Exchange has made
a separate platform for
MSMEs and now some
smaller enterprises have
come forward and registered
themselves with the stock
exchange and availed of
some equity funds. The SEBI
has also liberalized its norms
to accommodate the requests
of the smaller industries.
However the numbers of
companies registered with
the stock exchange are few
and others who have not
yet availed of this facility
feel that it is not easy as the

processes to be followed
are not only difficult and
cumbersome, but also beyond
the comprehensible skills of
the small entrepreneurs.
• The larger industries have
an elaborate procedure of
procurement of raw materials
which is competitive and
hence it works out cheaper.
Since the small enterprises
cannot buy in bulk, they
have to buy raw material
at a higher price and this
ultimately results in making
the cost of production
higher. If special efforts
can be made to procure raw
material in bulk and then give
it to the MSMEs at the bulk
rates, business would become
much easier.
• MSMEs
operate
from
limited space hence storage
becomes an issue. Since they
make limited amount of
products, packaging becomes
expensive. They do not have
access to good designing.
The products manufactured
by them in their factories
do not have exposure to the
market in the form of display
areas and windows in major
metropolitan areas.
• MSMEs do not have access to
markets both at the national
level and international levels.
The government has schemes
which give discounts and
subsidy on foreign travel,
if such travel is associated
with marketing of products.
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However such schemes are
not adequately publicized and
getting approvals becomes
difficult due to the delays.
• Water supply, Power and
other infrastructure facilities
are not readily and easily
available to MSMEs. Since
they are located in distant
industrial
estates,
the
condition of the road affects
the movement adversely.
• While modern technology
advancements
must
be
accessed by MSMEs, there
is no machinery which
dispenses knowledge on an
ongoing basis to such units
which require them the most.
• Skilled
labour
for
manufacturing services and
marketing is not readily
available for MSMEs.
• The Labour Laws are
difficult to understand and
there are so many laws to
be followed that the MSME
promoters find it difficult
to concentrate on business
activities. Moreover the
procedures are complicated
and compliance of such laws
becomes difficult.
For new MSMEs
• Allotment of land, especially
in areas which are desirable
become a major challenge. If
an MSME buys land there are
several rules which prohibit
from buying agricultural land.
Under the new rules there is
December 2015
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a provision for conversion,
but the upfront amount to
be paid is sometimes steep
and hence MSMEs have
to go to far off places and
this increases the cost of
productions and makes them
uncompetitive.
• Innumerable permissions are
required and there is delay
in getting these permissions
making it difficult to start a
new MSME. Startups find
it most difficult to peruse
various government agencies
to get permissions.
• MSMEs that operate from
tenanted properties face
eviction from the landlords
who expect more rents
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and compensation towards
services made available.
• The rent control laws do not
provide adequate protection
to MSMEs. Once the landlord
realizes that the unit is viable
and making profits he puts
new conditions and this
becomes a major hindrance.
• Tenants operating from
lands leased out by Central
Government Undertakings
which are governed by the
public premises act have been
served notices for increasing
rents multifold. This along
with the demand to pay the
arrears of increased rents
with retrospective effect
makes it very difficult for the
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MSMES to survive.

• Every city is governed by
Development Plan. There
are development control
regulations which prohibit
change of user for minor
reasons. For instance, there is
a separate license for a eating
house and a separate one for
a central kitchen, although
the activity undertaken is the
same. The laws need to be
streamlined to help MSMEs.
These bullet points are just
indicators of the challenges
face. We could go on and on but
shall restrict ourselves due to
paucity of space.

Maharashtra Economic Development Council, Monthly Economic Digest

MSME Conference

Address by
Shri Mohan Tanksale
Ex.Chairman & Mg. Director,
Central Bank of India and Chief
Executive of IBA

I

was supposed to be speaking
in the 2nd half on the
schemes and finance, but for
want time I have to speak now
as I have to leave to attend some
official function.
At the cost of repetitions, I
would like to emphasis, MSMES
provide
one of the most
important revenue streams for
the economic growth of the
country. When you look at the
contribution of the MSME Sector
to the GDP, around 8%, 45% in
the manufacturing sector, 40%
in the exports, I think this kind
of contribution which is coming
from this sector cannot be realty
denied, the kind of priority which
was given by the Govt. for years
together. Let me tell you that way
back in 2006 the Prime Minister
had released at a programme for
the MSMEs, that the banking
sector will give 3 major targets
to the banking sector, that every
year your credit has to go grow
40% you r no of accounts have

to grow by 10% and
a special emphasis
on the micro sector.
I am very proud
to say that the
banking sector for
the last year have
achieved a CAGR
i.e. Compounded
average growth rate of 23% the
10% accounts have been added
or little more than that with regard
to micro sector, probably it was a
very challenging task, maybe the
industry could reach around 45 to
50%. Having said that, every bank
has created a specialized vertical
in their corporate office as well
as in their administrative offices
to take care of the MSMES.
There are specialized branches
for the MSMES sector, there is
a specialized workforce which is
trained for the MSMES sector, so
MSMES sector is been recognized
as one of the great sectors and
probably if I give the nos. of the
credit which has been extended
to the MSMES out of the total
credit of almost 70 lakh crores
to the banking industry, around
14% - 15% goes to the MSME
sector. Today’s outstanding under
MSME are not within 10 lacks
crores. Coming to Maharashtra,
we all should be proud that out of
the total business of the banking
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industry in deposits 25% comes
from Maharashtra and 30% credit
is from Maharashtra. Why I
thought it is important for all of
us to know that if Maharashtra
can avail this opportunity where
you have created such a great
infrastructure in terms of the
large corporate, mid corporate
and the MSME sector. I think
MSMEs get the benefit, only is
our good large centers and mid
corporate sector which certainly
exist in Maharashtra and thus it
gives a great opportunity. Let
me tell you as a banking industry
which we have been doing this
as one of the PMO’s program
for last 5-6 years . Dr. Shivaji is
here, I am not going to preempt,
the latest initiative which has
been taken by the PM is Pradhan
Mantri Mudra Yojana which
is focused only on the micro
lending where the schemes have
been divided into three. One
is up to 50000 than 50000 to
5 lakhs and then 5 lakhs to 10
lakhs. Even the nomenclature
of those programmes are Shishu,
Adolescent and in order to boost
this when I said that every bank
has a vertical, every bank has
set up specialized branches, as
IBA we have standardized many
things for supporting the idea
of MSME Sector. The account
December 2015
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opening, the application form,
each bank is having E tracking
available for MSME loan
applications, you can make the
online loan application, you can
track your application that where
does it lie. But what happens that
all these things are done very well
when MSME sector is really in
position to offer the documents
complete with the information.
The biggest problem with MSME
is asymmetric information where
probably for the entrepreneurs
asking for small money of 5
lakhs 10 lakhs, 25 lakhs, he may
not be able to produce the kind
of Project Report or information
which collaborates its demand
and thus we are again working a
how can we use various surrogates
which will be in a position to help
us identify that well he deserves
that kind of credit because the big
creditors have all kind of where
with howls with them, but the
small MSME sector doesn’t have
so. We are developing a sort of
a profile which should help us in
taking great decision. Ultimately
when we take a credit decisions,
there has to be a very proper
backup available that the cash
cycle of the MSME will certainly
grow through what kind of risk
litigants are there in between and
that is why when we talk about
risk litigants. I am sure Mr. Shivaji
will also tell you about that. Up
to Rs. 1 crore no collaterals are
required and bankers are giving
loans which are covered with
credit guarantee scheme for the
MSME. I am sure Mr. Shivaji will
cover these two things in details so
I don’t want to talk on that issue.
18
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But I would like to being two
more things for the knowledge of
the representatives here.
That while on one side there is
inadequacy of information. We
have the other support system
in the shape of credit bureaus.
There are 4 credit rating agencies
in the country, now therefore
credit Bureaus and all these 4
credit rating agencies, have got
the complete database of the
borrowers right from the personal
to the corporate. It flows from
the bank industry, it’s flows from
the NBFCs, it flows from the NFI
sector. This gives two benefits,
one to the banker to know that is
the status of the person who has
come to you for borrowing at the
same time the borrower should
know that he doesn’t have room
to really play with the system.
It he is borrowing at one place,
the next lender to whom you
are approaching will be known.
When I come to the credit rating
part, let me tell you all credit rating
agencies particularly SMERA
which is SIDBI, own credit rating
agency offer the credit rating at a
very small value. Often it is said
that, it should be priced lower.
But I will emphasize that the
sector must inculcate 2 to 3 things
which are very important if this
sector really wants to leverage on
its own strength. One is that the
information should be formalized
for the sector. Let me tell you at
our insistence the govt. of India
introduced a system called Udyog
Aadhar that is every MSME can
register itself online with a one
pager information because we are
all talking about the MSME sector
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the statistics will be given to you
95% is not in the formal lending
sector and informal lending is
happening, but statistics are not
really extrapolated based on the
surveys and thus if the Udyog
Aadhar is used extensively. If
there are representatives like Cdr.
Dipak Naik is here please ensure
that every cluster should really
make best use of it. Please register
yourself, it is called universal
registration. I will request if you
have not been able to access the
K.V. Kamat committee report
on the financial architecture
for MSME where I was also
a member, it was a wonderful
report where we have really
brought in almost everything
what our industry should do
and how the industry could be
supported. Let me tell you that
in the banks, if you have faster
sanctions through the specialized
branches, the denial is not in the
hand of branch manager, but
denial has to be approved by one
step higher. That itself shows
that we just don’t want to say
no for no and thus the higher
office will be taking a clue from
here. Recently a policy has been
declared. It has been notified by
the minister of MSME. I think
the RBI guidelines will come
very shortly. It’s on rehabilitation
and reconstruction of MSME
sector. Let me tell you that big
corporates, you always get to
know through news, CDR, JLF,
but you hardly get to know small
corporates, small SME availing
50 lakhs, whether they have been
rehabilitated and towards this
also these guidelines which are
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going to come very shortly the
minister has already notified. I
was again a member of that and
those guidelines will help the
MSME sector to take a call very
fast that I have incurred a loss
because of some external issues,
but I’m a potentially viable entity
and thus may be supported. The
only thing in order to do that
activity, I think lot of support
flow from the MSME councils
who are operating. In Mumbai
itself more than 10 councils
operate on MSME. Half of
them I would have addressed
and attended like that so the real
requirement is that the councils
should really organize workshops
at the cluster and then take to the
people who have problems, If
that happens RBI realized that,
despite opening a factoring as
one of the avenue for lending.
Factoring avenue it is a receivable
buying or lending against a
receivable.
The receivable
which are accepted by the big
corporate for the credibility. In
fact in order to push that RBI
has already come out with the
guidelines to establish a platform
called “Trades” i.e.
Trading
Receivables e-discounting that
whatever receivables are there
MSME sector supplies a material
to corporate- 90 days payment is
the scheduled but he needs the
money today. The moment it is
accepted to pay on 90 days that
details will be placed on the pastel
and the lender who feel that must
lend against this receivable will
lend. I’m sure this should come
into action may be in another 3
months of time. Against Mr.

Shivaji may probably throw some
light on that. I must tell you that
entire country in each district
has got a training center called
R-cities. That is Training center
for rural youth and all these
training centers are managed
by the banking personnels only
because the bank which is a lead
bank of that district manages
that R-city. Maharashtra should
leverage the R-cities which are
available in each district liaise with
us banks who are responsible that
what kind of programs, what kind
of skill development can be done
there at the R-cities. I’m very sure
if you’re ensuring that after this
skill development the person will
either get an employment or be
an entrepreneur. I’m very sure
that such a thing will be more
successful.
I am incidentally
again a member of the skill
development council of BFSI
sector, but when I sit there I get to
know that 29 other sectors which
the national skill development
council has not only identified,
the activities have started on that
and thus I feel that even those
sectors which the information
is available with the NSDL can
be leveraged by MEDC and
the other interested members.
You are aware that the BSE has
already created a separate SME
Exchange and I’m very happy
that 110 companies are listed on
that special exchange of SME,
so equity raising is one of the
problem for the SME sector but
if you’re model is good, you are
model is saleable the people could
come from venture capital people
could come from private equity
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and the exchanges are available
for you. Last but not the least
is SEBI has recently announced
that they will have a separate
guidelines for startups. While I
was taking round of the Institute.
I suggested that do you have an
incubatory here. I think they are
ready to accept that if we have
incubator we will certainly, invite
the students. Let me tell you why
I’m touching that issue. Most
of the students should take the
education loan, start the moment
his education is over, so there is
no work for him to think that can
I be entrepreneur. It’s very easy
to say that become a job giver and
not a job seeker, but then to be a
job giver, you should have some
kind of incubation period and
such incubators have been created
in nation’s, IITS and IIMS and we
as a banking industry have agreed
to give an additional moratorium
for those who have agreed to
become startups or entrepreneurs
and would be working in the
incubators so I think from the
banking perspective I have
covered almost everything which
probably audience would have
liked to listen. I can assure you
that yes you might get many
companies; Let me tell you that
can be one side of the story, the
real story that I’ have put before
you is that this sector, banking
industry has grown 23% CAGR
and we are all committed to it.
Thank you very much.
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Address by

Shri Girish Kuber
Editor, LOKSATTA

A

t the outset let me
thank MEDC and
other associates who
have invited me for this meeting.
Actually looking at the structure,
I am sure, you must have also
realized. I always realize, I
completely loner amongst the
panelists here. Everybody is
going to tell you how ‘Make in
India’ or ‘Make in Maharashtra’
is happening and I am the only
one who is being left to tell you
how it is not happening. So,
that’s inherent in my job. That’s
the way I do it. There’s been a
lot of euphoria and lot has been
said about make in Maharashtra
and Make in India and such kind
of stuff. And the problem with
the euphoria is that, I am okay
with the euphoria because that’s’
a part of the industry. I am also
worried because after a while,
the society starts believing the
euphoria. Yes it is happening.
That’s where the real danger
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is, I feel. Which
is like-people will
start buying the
euphoria. A few
years back, there
was a story that
was doing round
was, the new world
order was also
coined called “Chindia” i.e.
China and India. How china and
India are competing with each
other and that kind of stuff.
How India is next the global
engine?. To say the fact, it was
nothing more than rubbish.
If you look at the numbers,
where exactly we stand and
where China has gone! So this
is the thing that euphoria does
actually. So many of you are
part of the industries sector.
Having to do something. I am
not, I am on the other side of
the fence and the job expects me
to pick holes in the system and
say. These are reasons which
are impacting the growth story.
I have five sectors to point out.
These five sectors, unless and
until something is done about
these sectors, nothing is going
to change and I am very much
sure about it. I have been a
part of this business, for fifteen
years. You know how the cycle

works. I was seeing the industry
growing, I have seen industry
crumbling and talked up and
talked down sector by sector. So
these are the five crucial sectors
which I think are absolutely
essential, fundamental, to think
of any ‘make’ story. Maybe
make in Maharashtra in India or
whatever.
The first sector obviously is
Land Reform. Unless you have
complete clarity about land
acquisition nothing is going to
change. Many of you must have
faced various serious issues about
handling the land related issues.
How to get land? This is the one
aspect which is no government
will be able to handle. So
there are two points of view
on this particular issue. One
is obviously the government’s
official point of view and the
other is Biharisation of the state
politics. Unless you are a local,
if you use Marathi words, the
local satraps - “Gramdevata” on
your side than the project might
be cleared by the government,
might even be cleared by the
Chief Minister.
Unless this
happens, you can’t go ahead.
I am sure many of you must
have been experienced that. So
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land is a critical issue. Unless
you reform the land acquisition
process nothing is going to
change.
Number two is labour Reforms;
much is talked about labour
reforms. No governments have
shown any guts to take up any of
the issue or the points pertaining
to the labour reforms. Mr.
Bangaru Dattatraya, the present
Union Minister for labour tried
to touch one aspect of labour
reform. Thinking of having
contractual labour system and
some kind of hire & fire. Very
minimal version of hire & fire
policy. You must have seen have
what happened to him ! Poor
chap gone completely into a
shell !! The left and the right who
have been hounding him and
the issue is completely forgotten
now. His is not talking about
labour reforms. That was first
into the government agenda,
if you go back to pre-election
days you will realize the how
NDA had talked about labour
reforms. Not a word in labour
reforms has been touched
upon. Forget the reform, even
the process also hasn’t began.
So unless labour reform takes
place no industry can grow. I
am sure many of you will agree.
The third is banking Reforms.
Actually it’s not my domain.
Mr. Mohan Tanksale, when he
spoke, he talked about 23%
CAGR and the banking growth.
I wish he had talked about bad
debts as well. So, if I am sure
it must be heartening to all of

you, to know that banks are
happy to lend to MSME sector.
The real reason is that they are
happy to because it is much
easier to recover from you guys
than to recovery from Mallyas.
So you can get away with 7000
crores debts! without having
no penalty, no one to question.
And unless you handle that
thing you are not going to get
lending from bank. Banks are
refusing the lend because of
historical reasons. They are
according to hard rock under
deep sea. Hard rock is obviously
the government and deep sea is
the Mallyas of the world. So
nothing is going to happen, if
you look at the numbers they are
so frightening 4 lakh crores of
money is completely washed out
of the drain. No one is going
to accounting, no one is being
questioned for that. No one
is being pulled up for that and
no one is talking of recovering
that money. So by 2018 when
banking industry will go to Basil
norm, the step further. The kind
of capitalization or recap the
banking needs its humongous
money, huge money.
No
government is talking about it.
They don’t like to talk about is
obviously because of obvious
reasons. No one likes to talk
about challenges; everyone likes
to paint the rosy picture. But
unless Banking is reformed. I
am sure it’s so serious. Banking
crisis, I am sure many of you
must have experienced that
also no one will talk about it
so unless banking is reformed.
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Nothing is going to change.
The fourth is administration
reforms. Whatever, we did is
1991 that was just a beginning of
reform, should have followed up
with administrative reforms, but
administrative reforms invite a
lot of political, what you call,
anger, backlash or some kind
of bad publicity. So since then
no government has touched
this issue of administrative
reform. Everyone talks about
single window and doing this on
web, doing this on the internet,
nothing changes on the ground.
I am sure you guys all know
that. It’s not going to happen
because they don’t have political
guts, political will, no change
the system. Because they are
part of the system. So unless
the system is changed this is
all hogwash, it is a little harsh
word. But we have to accept
that, So administrative reform
is key to area. If you have
the Maharashtra government
supposed to be the one of
the best in the State. Around
of 60% of the State fund or
revenue goes in salary bill, can
you believe that wage bill is
around 60% so 40 % is available
for so called welfare for you
and me and some models that
are on the road. What can we
expect in this kind of complete
mismanagement? Now another
danger which is lurking on the
head, by March 2016, get ready
for another huge, big hole on
state resources. That is the
Seventh Pay Commission. No
state government, no political
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leader or no central government
will dare to say that we are
not going to accept the wage
revision. Last wage revision that
is sixth pay commission, made
state government bankrupt by
as many as 60,000 crores. So
you can imagine what a seventh
pay commission will do. So
unless you have that problem
addressed, nothing is going to
change on the ground.
The last most important issue
is about energy security. This
is the only country in the world
I have seen. I have travelled a
lot. Energy is something which
I love to study. That hadn’t had
anything in plan called energy,
security. I was in Germany last
year, the instance which I am
going to quote; it almost brings
tears to my eyes. I interviewed
Germany’s Energy Minister, and
the issue was energy security
and how Germany is coping up
because just a while before that
they had closed down all their
Atomic Energy structures and
the minister was very gung-ho
about it. I said how you can think
of, I mean entire nuclear power
generation is stopped and you
are thinking of taking Germany
to the next level. The statement
he made, I am sure every one
of you will get shocked he said
‘we are not bothered about it’.
I said why, because something
like 33-37 nuclear plants were
shut. I said one plant shut
in India and we face serious
power crisis, how can you be
so comfortable with so many
nuclear plants down.
What
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he said, “We are energy secure
till 2050”. Can you imagine
2050 and the obvious question
being from India, and being
part of the journalism what we
are doing, I asked him why are
you bothered about 2050, you
don’t know whether you will be
in power, weather your party
will be in power or whether
you also will be in parliament.
The Minister said Energy
Security is of completely, it like
sacrosanct no one touches that
issue. Energy Security weather
we are in power or we are in
opposition Energy Security is
must and we don’t have energy
security planning at all. We
are the only country that has a
storage capacity you know a of
hundred and twenty five crores
what the storage capacity for
petroleum products, America
has 9 months, Germany has 6
months. You know how much is
the storage we have ….21 days.
So any disruption in west Asia it
affects us the petrol prices goes
up and it affects the economy.
So why it is affecting now. The
reason is whatever happy days or
whatever ‘Achee Deen’ you are
experiencing it is just because
of the one reason it is the crash
in petroleum prices. There is
nothing that Indian government
has done to make us feel
happy or make us comfortable
atleast confident. It’s absolutely
nothing whatever has happed
is because of the crash in west
Asia and oil related issues. I will
tell you just only one statistics
which is absolutely essential to
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understand the oil dynamics.
When the government took over
the petrol prices were something
112 dollar per barrel. Now they
are around 40 to 43. You know
the saving we have one dollar
reduction in petroleum prices
saves Rs. 4,78,390 crores for the
Indian government. So you can
imagine 67 dollars saving per
barrel, how much money Indian
government would have saved.
This is the reason how you and
me are experiencing the illusion
of ‘Achee Deen !!. So unless that
energy security addressed, unless
there is some kind of assurance
of power sector reforms. We
are the only country. This is
actually something we should be
ashamed of, we start the game
and we think of rules much
later after that. It happened in
insurance sector; it happened
in telecom sector, it happened
in energy sector. You think of
energy sector the electricity act,
the title of the electricity act is
Electricity Act 2003 and when
the energy sector was opened?
It is in 1991 when Enron was
allowed. So energy sector was
opened and rules were made
much later. This is not a system
which is going to help us in a
long run. So these are the five
sectors and these are the points.
I thought absolutely essential
to present you. Sorry for being
devil’s advocate. But I thought
that’s my duty to be that. Thanks
again. Thank you.
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Address by Shri Santosh Shetty,
Past President and Advisor,
Indian Hotel and Restaurant Association
(AHAR)
Make in India is the dream of
our present Government. But
my question is “Whether you
want to encourage those who
will come in future or whether
you like to support those
who are already existing here
today?”.

I

stand before you today It
is grate love and respect
on behalf of AHAR,
representing 8000 hotels and
restaurants in Mumbai. I am
Santosh Shetty Past President
and Advisor of AHAR, convey
my greeting each one of you.
A few days back my wife went
to see a bride for my son. She
told me “what should be the
quality of bride you expect”. I
told her as usual “she should
cook a good quality of Daal
in the meal”. My wife smiled
and told me “Are you bringing
Daal at home for the last
three months?”. This is our
State affair today. But in spite
of such situation no single
restaurant or hotel increased
the daal rates nor did we to stop
serving the daal. This is the
commitment of we restaurant
people to the society. What we
want to say is, we always serve
the common people

Don’t you think “word of mouth
publicity” is the most reliable
and authentic publicity which
will attract more investors ? if
the situation is favorable today
investors will come and not
something which will be done
in future – promises do not
bring is in vestors actiondoes.
Today the common man,
traders, business community,
politicians want the laws to be
simplified. The Government
also wants the laws to be
simplified. But it is not acting
so far, why? Because the
bureaucrats do not want the
laws to be simplified. They do
not want to loose their power
they hold. By quoting non
relevant and outdated laws
from various statistic books
and acts, they can get the
required paperweight for their
signature for various licenses
and permission.
In the name of single window
system they have created more
confusion. Today the BMC has
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created a facilitation center.
You pay health license fee, to
collect the copy of your health
license, and then go to ward
medical officer of health for
their signature. Do you think
you get the signature without
any consideration? You go to
pay shop and establishment
license fee, collect the copy of
your shop and establishment
license and go to ward senior
inspector for his signature. Do
you think you get the signature
without any consideration?
In the name of simplification
more complication has been
created in the system. The
government
talks
about
progressive and uniform laws
for the entire country and
thus ‘food safety standard
act’ are applicable
to all
hotels and restaurants all
over India. Thus all other
laws which are applicable to
Hotel and Restaurants become
redundant. Except in the city
of Mumbai.
In Mumbai for Restaurants
and Hotel two sets of laws
are applicable: 1) Under
foods safety standard act & 2)
BMC Health License Section
394. Why this step mother
treatment to Mumbai? We ask
Government of Maharashtra.
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Is it the vision to close down
all Hotels and Restaurants in
Mumbai? If not forthright they
should abolish BMC Health
License under section 394 and
follow the uniform laws under
food safety standard act which
is applicable to the entire
country. The Times of India
gave a view recently. Many
of the permissions needed to
set up shops, have less to do
with safety and security and
more to do with putting up
roadblocks for shop owners so
that they forced to bribe the
officials.
All over the world new business
strategies have been followed,
and the concept of franchise
has come in forefront but not in
Maharashtra. We cannot give
your restaurant on conducting
basis as the police license
is given in the Individual
name and not in the name
of establishment. Similarly
in shop and establishment
license, employee’s names
should be mentioned and not
the owner’s name. How can
we ever think about ‘Mumbai
as an International Destination
for doing Business’?
The license raj in the city has
to be go, then only the city
can prosper. Some outdated
approvals like you need
permission for rolling shutter,
if you using a grinder-mixer,
if you have a simple cupboard
to need permission from the
BMC for storage of food.
If you having a stall board
which indicates your name
24
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and it is within the building
compound you still need
separate permissions.
All
these laws have to be abolished
immediately.
Most
importantthe
bureaucrats believe in kneejerk reactions. For one black
sheep in the community, the
entire fraternity should not
be suffering. We were deeply
pained and hurt when eight
young lives were lost in the
fire at the Kurla Restaurant. It
is always our endeavor, with
sincere intention; we always
try to see that the fire safety
rules are strictly followed,
for the protection of our
customers and our dedicated
workers. The fire brigade
inspection report of ‘City
Kinara Restaurant’ at Kurla
has stated that, gas leakage
was the cause of the fire and
the cylinder regulator was
unauthorized. Who supplies
this gas cylinder? Is the fire
brigade going to prosecute
the Gas Company or the gas
agency? They have come and
prosecuted
the
restaurant
owner. If our fellow restaurant
owner is at fault, then double
fault should be placed on the
concerned officer who issued
the license in first place and
this is yet issued by demanding
double
the
paperweight
on the table and then only
he signes those concerned
permissions. Why no action
taken against any Babus. Few
years back in Mantralaya there
was a huge fire and lots of
important and valuable files
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and records were destroyed.
What action did Government
did take? Nothing! Was any
babu suspended? No. Was any
Babu questioned? No. Because
babus are above the law.

Today because one incident
in Kurla inspection of all
restaurants across the city
have been started. What they
are checking? Not if there is
the fire exit, not whether the
gas pipeline are maintained
properly, not whether the
electrical connections are
maintained
properly.
Not
whether the fire extinguishers
are in working condition. But
they come and check what was
kept in compulsory open space
within the building compound
and take away the refrigerator
which was kept for storage
the cold drinks, the ice-cream
machine, the juice counter and
destroy the stall board and bill
board indicating the name of
the establishment.
Now I asked you whether
all these are firefighting
requirements? A big No.
But the officers get sadistic
pleasure when they destroy
other’s property.
They talk of making Mumbai
as an international city with
international standard! Go
anywhere in world. you will
observe that the customers
have always preferred to
sit down and enjoy their
beverages and snacks in the
open area rather than sitting
in an enclosed room. But the
Indian babu thinks otherwise,
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they feel that an enclosed room
is a safe-area and open area is
a fire hazard.
RTI, RTI has a become a
money extraction racket. not
for the common man. It is the
officers who are instigating
those extortionists to file an
RTI. What does the RTI say?
Whatever documents are in the
possession of the government
that information is to be given
to that person who seeks that
information. But here what
happens. The officer instigates
a person to file the complaint
against that restaurant, then
those officer calls upon the
restaurant owner and asks him
to produce all the documents.
And then he says because you
don’t have a document, that is
why I am going to fine you, I
am going to charge you. We
told him, whatever documents
you have got in your position.
You please share it with them
and if you don’t have it tell
them you don’t have it. But
don’t come and arrest us. But
this has become a new system
of extorting money from our
members. I will give you
another very simple example.
One fire brigade officer comes
to a restaurant three months
back gives them an NOC, three
months later the same officer
feels that this restaurant is
not fit for business and he
withdraws without informing
the
concerned
members.
Why? because one of the
builders in that area wanted to
construct a new property and

this restaurant was coming
in his way. He informs the
“L” department and the “L”
department is supposed to
issue show case notice, stating
the reason why they are going
to withdraw the license. But
without following any such
procedures immediately on the
spot they come, they ask him
to close the premises and they
say, “you cannot operate your
restaurant”. Its only when our
association members went and
meet the concerned officers
they admitted their mistake.
None of them could produce
any documents which stated
that it was withdrawn. So
today if a individual member
has to survive. It is absolutely
difficult because you are at the
mercy of whims and fancies of
those babus who are there to
supervise above you. I want to
share one very valuable piece
of information. In our Hotel
and restaurant industry , there
is not a single criminal person
and this I will say it with all
the authority at my disposal.
You will ask me how. To
run a hotel or a restaurant a
police license is a must, and
no police license is issued
without character verification.
If anybody is found with
criminal background. Then
police license is not issued.
Hence there is no question of
any criminal in our industry.
Every other trade has different
norms. you can open a
departmental store, you can
open a jewellery store, you
can open a chemist store, you
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can open any kind of cloth
store, you all require a police
registration certificate and if
you are serving alcohol you
need a police entertainment
license. Serving alcohol is an
entertainment mentioned in
the books of the government
of Maharashtra.
Nowhere
in the country today police
registration
certificate
is
needed except in Maharashtra.
I am asking you is it a
progressive step. Another point
to be highlighted is the license
fee for glow sign and neon
sign boards. Many judgments
are given by Mumbai High
court that no license fee can
be collected by BMC for glow
sign or neon sign. Which
mentions the identity of that
establishment. But BMC feels
that they are above Mumbai
High court. BMC wants that
each and every restaurant
should approach Mumbai High
court and individually get the
relief. They do not believe
in universal laws. Does this
not amount to harassment?
On One hand the streets are
encroached upon openly by
the hawkers without any
permission for having gas
cylinders, cook the food and
sell them, this is not a public
hazard. But in a restaurant,
in open area, inside the
compound area even if a single
gas cylinder is used for making
pav bhaji. It is confiscated by
the BMC because it becomes a
fire hazard. Our question is
why two set of laws, one for
contd.. on page 29
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Address by Shri Arvind Vaidya

President, Indian Education Society (IES)

T

he
Hon’ble
Industries
Minister, Shri Subhash Desai,
Cdr. Dipak Naik, President,
MEDC, Mrs. Meenal Mohadikar, VP,
MEDC, members of governing board
of MEDC, dignitaries on the dais and in
the auditorium, business and industry
representatives, representatives from
various chambers of commerce and
industry, banks, financial institutions,
various consulates, academicians,
professionals
and
government
officials.
Good Morning everybody. It gives
me great pleasure to extend another
warm welcome, apart from welcome
extended by Dipak Naik to this
6th MSME Conference. The IES
commonly referred to as it’s in the
education parlance is one of the largest
educational trust in Maharashtra
and IES operates over 60 plus preprimary , primary and secondary
schools and three colleges. These are
located in 17 campuses in and around
Mumbai and we impart education to
over 47000 students. This particular
campus where this auditorium is
located, houses, the K.G., Primary
and secondary schools as well as
architecture and the management
college and research institute.
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Ladies and Gentlemen I am proud
to say that our management college
is one of the top ranked college in
Mumbai and is strongly committed
to the spirit of entrepreneurs and
mission statement reads as under
“To develop and nurture socially
responsible business leaders” and
entrepreneurs
through
quality
management education. Over the last
decade that our management college
has been functional our college has
succeeded in not only producing
business leader for the corporate
sector, but also creating entrepreneurs
who have succeeded in setting up their
own enterprises and have therefore
become
development
industry
creators rather than job seekers and
we have set up a modest limit of 10%
target for our students to become
entrepreneurs and I am happy to say
that we have exceeded this target of
10% and our students have become
entrepreneur. More than 10% and
this has now been possible due to the
initiatives taken by us that the college
has started a center of excellence
for leadership and entrepreneurship
and we also have ties with MEDC,
Chambers of Commerce and other
trade associates. Our management
college has organized the MSME
conference, in association with
MEDC and today’s conference is the
6th conference in this series. It gives
us immense pleasure in acknowledging
the
collaborative
importance
of learning up with our co-host
MEDC. Our previous conferences
also generated lot of encouraging
response as there are number of
areas where MSME entrepreneurs
can make use of the immense student

strength at our command and I would
like to request all guests present here
to approaches for any consultation
or any help for the live projects and
we would be happy to do whatever
way we can. I understand from the
presence of MEDC that the main
objective of this year’s conference is
to identify the roadblocks in “Make
in India” and “Make in Maharahstra”
and also suggest business to make this
policy successful. It is our opinion
that if the industries and to a certain
extent, the services sector go under
these great policies as planned by the
initiatives, this industries sector would
throw open additional jobs at various
levels, and during the next 5-10 years, a
number of new jobs would be thrown
open. I remember T.N. Ninan said in
his book “The turn of the tortoise”
that if all our policies go through
successfully then during the next ten
years about 100 million additional
jobs would be created. Now I would
like to pose a question here to all
the people present that although we
have the necessary manpower in this
country for these 100 million jobs,
would this existing manpower be
adequately educated and trained to
handle the additional jobs successfully
in these upcoming industries?
Although the literacy rate in India is
around 74% the average Indian male
has only 5 to 6 years of schooling
and the average female has not more
than 2 to 3 years of schooling. With
these levels of academic education it
would be a challenge for these people
to acquire job related skills and it
would be extremely difficult for them
to become good operators. In these
new assignments they must know the
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basic reading writing or the arithmetic
and in this context I would like to
refer to the lengthy annual status of
Education report which has been
release by PRATHAM and in this
report which is commonly popularly
known as AHAR. It has been pointed
out amongst many other highlights
that the overall situation with basic
reading continues to be disheartening
for eg. It has been highlighted that 50%
of these students, who take admission
for the 5th std. in secondary school
cannot read the 2nd stsd. text which
has already been taught in primary
schools and therefore it is imperative
that the quality of primary education
as well as secondary education up to
8th Std. has to be improved radically

and this is where education institution
like IES and all other education
institutions can help to overcome this
block.
We strongly feel that if the HRD
Ministry, Delhi and the State’s
Educational Ministry work out some
strategic innovative measures to
improve the quality of education at
the primary and secondary level, such
innovations can be implemented by all
educational institutes like us not only
private but also the semi government
and government level schools.
It would be possible to make available
better educated manpower for the
expanding industries and services
sector.
In fact the introduction

of vocational training courses for
skill development could also be
an integral part of primary and
secondary education that would help
considerably in the upcoming sector.
Ladies and Gentlemen we understand
that during the course of the day
the conference would deliberate on
various other issues such as sources
of finance, and the recovery of dues,
technological innovations, global
opportunities and brand building of
MSMEs and I wish this conference
is a great success as the previous one
and with this few words I would like
to stop here.
Thank you.

contd.. from page 27

the restaurants and one for the
hawkers.
Maharashtra believes in being
unique in many ways. The
only state in the country to
have the system of permit
room and requirement of
permit to consume alcohol.
The labours employed for
service of alcohol should
be registered with the state
excise department.
Our
industry today employees
more than 10 lakhs of people
by direct employment and 40
lakhs of people by indirect
employment. In Mumbai city
only in grade one restaurant
you can serve alcohol which
is not prevalent in any rest
of the part of Maharashtra.
Do you know when you sell
your restaurant; you cannot
sell your liquor license. Why,
? because the owner has to

pay eight times the prevailing
license fee which is today
nearly 50 lakhs. In the last
one decade only one such
transaction has taken place.
Surely excise department
believes in creating more
blockades and not creating
more opportunities.
The
beauty of Maharashtra babu’s
is to derive pleasure in doing
somebody else’s job rather
than their own. Thus in short,
our industry is harassed and
tortured by multiple layers of
checks and supervisions, thus
being at the mercy of babus
who exploit the situation to
their advantage. Thus we are
left with no choice. Our humble
request is to create a high power
working group consisting
of relevant secretaries of
various
departments
and
representative
of
various
hotel and restaurant industry
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under the chairmanship of
the Hon’ble Industry Minister
or nobody less than a Chief
Secretary. They should meet,
discuss and delete the out
dated and non-relevant laws
and come out with a simplified
and more friendly attractive
set of friendly rules of doing
business in Maharashtra. We
are confident that the present
governments vision to get more
foreign and domestic tourists
will incorporate simplification
of getting permissions and
licenses and ease of doing
business will not only generate
more revenue but also get
investors around the world,
to come to Maharashtra. To
make our dream to make in
India come true.
Jai Hind, Jai Maharashtra.
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The Rise of Disruptive
MSMEs

M

icro, small & medium
enterprises
has
emerged as a highly
vibrant & a dynamic sector of
the Indian economy over the last
five decades. MSMEs play not
only a crucial role in providing
large employment opportunities
at comparatively lower capital
cost than large industries but
also help in industrialization
of rural & backward areas,
thereby, reducing regional
imbalances, assuring more
equitable
distribution
of
national income and wealth.
MSMEs are complementary
to large industries as ancillary
units and this sector contributes
enormously to the socioeconomic development of the
country.
A KPMG report rightly defines
“Small & Medium enterprises
are the engine of economic
development that create jobs &
reduce poverty by empowering
the bottom of the pyramid.
Sustained & healthy growth of
this sector is essential, since
it is difficult to imagine rising
overall living standards and
social peace without such
development.”
Small & medium enterprises
represent
the
model
of
economic development, which
emphasizes high contribution
to
domestic
production,
significant export earnings,
low investment requirements,
28
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employment
generation,
and effective contribution to
foreign exchange of the nation
with low-intensive operations.
The Micro, Small & Medium
Enterprise Act was notified in
2006 to address policy issues
affecting MSMEs as well the
coverage and investment ceiling
of the sector. The Act seeks
to facilitate the development
of these enterprises as also
enhance their competitiveness.
It provides the first ever- legal
framework for recognition of the
concept of “enterprise” which
comprises both manufacturing
and service entities. It defines
medium enterprises for the first
time and seeks to integrate the
three tiers of these enterprises
namely micro, small & medium.
Small & Medium Enterprises
Defined:
According
to
the
new
Micro, Small & Enterprises
Development Act 2006, the
MSME Definitions are as
follows:
The enterprises engaged in the
manufacture or the production
of goods pertaining to any
industry specified in the first
schedule to the industries
(Development and Regulation
Act, 1951) or employing plant
and machinery in the process
of value addition to the final
product having a distinct
name or character or use The
Manufacturing Enterprise are
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defined in terms of investment
of Plant & Machinery, and are
specified under as:
Micro Enterprise: A micro
enterprise is defined wherein
the investment in plant and
machinery does not exceed
twenty five lakh rupees
Small Enterprise: A small
enterprise is defined wherein
the investment in plant and
machinery is more than twenty
five lakh rupees but does not
exceed five crore rupees.
Medium
Enterprise:
A
medium enterprise is defined
wherein the investment in plant
and machinery is more than five
crore rupees but does not exceed
more than ten crore rupees.
Apart from being dynamic and
one of the vibrant sectors of the
Indian economy and providing
a large number of employment
opportunities MSMEs have a
further macroeconomic impact
in the Indian Economy.
The Macro Economic Impact
of MSMEs : A Brief Overview
The Small & Medium enterprise
play a crucial role in the
world economy as they help
to create employment. They
are important as employment
generators since SMEs always
tend to be more labour intensive
as compared to the larger firms.
“SMES are a source of
employment,
competition,
economic
dynamism,
&
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innovation; they stimulate
the entrepreneurial spirit and
diffusion of skills. Because they
enjoy a wider geographical
presence than big companies,
SMEs also contribute to better
income distribution” Supachai
Panitchpakdi,
SecretaryGeneral of the United Nations
Conference on Trade &
Development
(Panitchpakdi
2006)
Given the brief macro economic
implications of the MSMEs that
are mentioned above, the next
question that we all should be
asking is, given any economy
across the globe which factors
contribute to making MSMEs
competitive?
This
article
attempts to examine the various
technological & disruptive
trends that make MSMEs more
competitive as compared to the
larger companies.
“You don’t know when the
transition period will start.
The idea is to understand that
it will...& become prepared
for it”
To start off, let us first define
the terminology of disruptive
technology. It would basically
mean, changing a game rather
than playing the current one
in an established manner.
Furthermore, to change the
dynamics of the game would
also mean to establish a whole
new market which would
either transform or destroy
the current market scenario,
whereby the products would
become much more accessible
more affordable, simpler and
definitely more customizable;
whereby the products would
drive growth in the economy,

by lowering the prices in the
current market scenario and
most importantly be creating
paradigm shift. So, coming
back to the original question,
given the current technological
trends how can MSMEs be
more competitive as compared
to their larger counterparts?
According to one of articles
titled, “how disruptive forces
in the new economy spur to
new heights” talks about; how
technology has been the big
disruptor. The newcomers that
became big through technology
such as Apple, Amazon,
Google, Visa & Facebook have
more market value per dollar of
physical assets than older giants
such as General Motors, Exxon
and the like. Another instance
in case of technological trends
would be the case of Lyft
Cabs in USA. Established in
2012, by Logan Green & John
Zimmer as a service of Zimride,
a ridesharing company, the
two founded in 2007. Zimride
focussed on longer rides,
often between the cities and
helped connecting the drivers
and passengers through the
Facebook connect application.
Eventually, Zimride became the
largest rideshare program in the
USA. Lyft was launched as ondemand ridesharing network for
shorter trips within the cities.
It connects the drivers with
cars to passengers that need
rides. Furthermore the riders
have to download the app,
sign up giving all the required
information. The app further
gives details of the driver’s
name, the rating given by past
passengers, the driver’s photo
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and the photo of the car. Plus,
it offers the passengers rides at
a discounted price, a nearly two
third of the price as compared
to the normal taxi fare in the
United States.
Given the ever fast technological
progress that we live in, the taxi
and the rental car companies
now seem to be antiquated.
Ridesharing has forced the
other market players to adapt
new technological solutions,
such as smart phone apps,
which will eventually result in
lower prices over time. Though
the other car companies and the
taxis might have been around
for a really long time, MSMEs,
through various technological
innovations and strategies, can
not only undercut their business
model but furthermore, they
can establish themselves as
being more competitive in the
global markets and their large
counterparts. Thus by bringing
in
various
technological
innovations
and
adapting
various technological trends
MSMEs can make themselves
more competitive.
Let’s take another example
of E commerce companies
in India. Today Amazon and
Flipkart, which were start ups
at one point of time, today
these company valuations are in
billions of dollars. Similarly, if
the small & medium enterprises
adopt the online model, it will
not only help in generating
an increase in employment in
logistics and warehousing but
by adopting the ecommerce,
SME shall achieve various
notable advantages such as
increased profits, greater access
December 2015
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to the markets, can save costs
on marketing and also improve
on customer experience.
Let’s look at another disruptive
trend that makes MSMEs more
competitive.
A company named “Kickstarter”,
which was launched on April
28, 2009, by Perry Chen, Yancy
Strickler & Charles Adler, a
startup that now has built a
global crowdfunding platform,
which connects people who
need money with those who are
willing to provide it.
(Crowdfunding- The practise
of funding a project or venture
by raising small amounts of
capital money from a large
number of people typically via
the internet)
On this platform, entrepreneurs,
artists, musicians, filmmakers,
designers and other creators
project their new ideas to
community of potential funders,
and then set a target fundraising
amount and date Dozens,
hundreds or even thousands or
individuals can contribute to a
single campaign. It is different as
compared to the normal peer to
peer lending. On this platform,
the borrowers are not always
expected to repay the funds.
On kickstarter, the majority of
funding comes from fans and
friends who are in support of a
particular project. If they like
it, the word is spread in press,
blogs and even on social media
sites like Facebook & twitter
and eventually the funding of
the project takes place.
Statistics show that since the
inception of Kickstarter there
are around 9.9 million people
that have backed a project, $2.1
30
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billion has been pledged, and
96,486 projects that have been
successfully funded. Source:
Kickstart.com
Some of the success stories of
this venture include; Coolest
Cooler: A portable party
disguised as a cooler with an
in-built Bluetooth speaker
and other additional features.
It raised around 14 Billion
Dollars, and today Coolest has a
site where the interesting parties
can exactly see where the cooler
project is at, including pictures
of the designing and tooling
Another successful project
of Kickstarter was that of the
Reading Rainbow. Reading
Rainbow a popular children’s
TV show, got pulled off back
in 2006. However in 2012, the
host of Reading Rainbow, LeVar
Button approached Kickstarter
to fund an ipad and a kindle
fire interactive reading and
“virtual field trip”. Today the
Reading Rainbow app comes
with a subscription package of
$620, whereby parents can give
their kids access to a library
of children’s books. Today
Kickstarter is an enormous
global community that is built
around creativity and creative
projects.
For
start-ups
traditional
business financing can be
difficult to attain. However,
crowdfunding
may
make
it easier for businesses and
projects to obtain funding.
In this way, by utilising a
crowdfunding platform for
financing a particular project
it can be less time consuming
offering a better shot of success
& also a cost effective method
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to obtain funds, rather than
applying for grants through
governments & non profit
organizations. Thus in this
way, the small and medium
enterprises have begun to access
the global markets through
the internet. Furthermore, by
adopting a strategy such as
crowdfunding, the firms can
obtain a greater clientele base
who in turn may contribute to
the growth & expansion of the
firm.
In discussion of another
disruptive force of how small
and medium enterprises can
get competitive with their
large Established companies
is illustrated in the example
below.
Nirma and the Detergent
Market: a Case Study
This is a story that does not
need much telling since it is
quite well known. Hindustan
Unilever entered India in 1957
and was the undisputed leader
in detergent space. Surf was the
most selling Detergent in India.
Lever started large packets
and many other companies
followed suit. Around ten years
later, polythene sachet bags to
provide allow a low unit price
small pack which was aimed as a
penetration pack. Over the years
many small scale manufactures
also aimed at selling detergent
powders in regional markets,
but due to the poor quality
and high price, the detergents
accounted only for a fraction
of the total washing market.
Nirma, a small scale enterprise,
saw this gap and seized it with
a product that was harsh on
hands and clothes and also had
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a cheaper packaging, they also
took advantage on the high
excise duty and made it cottage
industry which would be highly
labour oriented. The unique
features were supported by
highly professional advertising
along with a memorable jingle.
Furthermore, they built loyal
network if distributors around
the country who earned higher
margins than on Surf and other
brands. In this way, Nirma
appealed to a whole new
population for whom Surf was
too expensive thus fighting its
largest counterpart, Hindustan
Unilever.
Thus by identifying the
consumer needs, the market
demand for the product as
well the affordability and
the willingness to pay for a
particular product and also
identifying the market in which
the product could be sold; Nirma
did not only create an identity
and a brand name for itself
but also succeeded in gaining
a much larger market share as
compared to its counterpart
Hindustan Unilever.
Rasna & Soft Drinks Market
Another case study with
respect to the marketing
strategy would be the case
for RASNA. About 10 years
ago, the market was changed
by 2 major developments. 1.
The introduction of fruit juice
and Introduction of powder
concentrates in packets &
2. Introduction of powder
concentrates in packets.
While the first development
was initiated by the existing
manufactures like Parle &

Pure Drinks and manufactures
like Lipton, the success was
only shortly lived. The second
development was initiated by
Rasna, a small enterprise, then.
Rasna right from the beginning
had an extremely focused
audience and they were the
pre teen children. The product
was made in many flavours,
and was advertised by using a
child model and closing line
“I love you Rasna” which
highly appealed the audience,
and got its distribution by
creating a demand through
advertising. The product was
easily reconstituted since it had
a good shelf life, and also it was
less costly as compared to the
carbonated beverages and also
occupied less storage space.
In this way, Rasna set up a
market for itself by focusing
on investment and the space
required for bottles & cans
and focussed very carefully on
the target consumer, invested
in advertising in a sequential
way to create demand and
build distribution and effective
packaging so that the middle
class people could afford, and
also became one of the biggest
competitors over time.
Thus another way by way
which small and medium
enterprises become competitive
as compared to the large
corporations is by studying the
markets and adopting various
marketing strategies to tackle
the large corporations.
Conclusions:
The illustrations mentioned
in the article represent many
other stories not only where
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the small enterprises battling
and winning in the markets
earlier dominated by very large
and many times multinational
enterprises but also, how
through various marketing,
technological & by adopting
other strategies have managed
to create a brand identity and
market space for themselves.
And the evidence suggests, in
order to be successful SMEs,
is being able to spot & grab
the opportunities in situations
where the product demand
is high, scare and expensive.
Since India, is expected to
emerge as one of the leading
economies in the world over
the years to come, the MSME
segment will definitely play a
crucial role in order to meet the
national imperatives of creating
employment
opportunities
across rural and urban sectors.
India should also make heavy
use of E Commerce, for not only
generating employment across
sectors, but also to help expand
the small & medium enterprises
and take them to a new level.
Thus by encouraging and by
adopting various strategies,
the small scale enterprises in
India, would not help millions
of people but also, will be one
of the biggest driving forces
and the backbone, to help India
emerge as one of the world’s
leading economy.
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