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SYSTEM




Outline of the presentation

System Flow Chart

Objective

Systemic Challenges

Suggestions

MSME DI ‘one stop solution for MSMES’
MSME Act Development Act
Infrastructure Development Programme
Rules & Regulations of State Government
Credit/Banking Rules & Regulation

Trade Policy — Exports

Schemes of M/o MSME

Conclusion

Actionable points
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Introduction to System as Pillar

Development of MSMEs

Rules & Guidelines
Policy visualises what should happen when
POLICY processes and procedures are followed

High Level Description of Task (High
PROCESS Level Management)

]

Procedures are detailed working
instructions from start to finish to
PROCEDURE develop MSME (Middle & Lower
Management

Fig: System
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Objective

Aim- To Support the existing and prospective MSMES
for sustainable development.

System Objective: To be one stop center for all MSMES
support Scheme and Policies to fulfill dreams of 21t
century.

Objective of this study: To suggest strategy for system
Improvement based on field experiences.
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Systematic Challenges

Meting challenges for product/ services of MSMEs
» Access to new technology and its adoption

» Access to required credit

» Employee Accessibility to technology

» Picking right platform for technology solution for success
» Compatibility with vendors & partners through technology system
» Getting right advisory for introduction of IT technology
» Logistics challenges due to supply chain issues

» Choosing the right social media platform

» Keeping up with trends and technology

» Adoption of modern manufacturing tools and techniques
» Digitization of MSMEs

Spetember 2020 MSME-DI Nagpur, O/o the DC( MSME), Ministry of =
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Suggestions to adopt/ accelerate dlgltal ways in MSMEs

»  Assi ugh TE mfrastructure to 'MSME-DT o units to reglstemmmerce
portals w.r.t

"local ko vocal" theme. Activities like Publicity, Branding and Mobilization etc. may be started at MSME-DI level
and Integration of various State/UT Govt. functionaries.

-

\

Digital Marketing via i) Social Media Management and build social media pages. ii)Search Engine Optimization (SEO)
Strategies iii) Content Marketing iv) Extended You tube promotions v) Brand theme Design and Logo design vi) Documentary
Creation vii) Web Design & Development viii) Presentation design ix) New Social Media App by NIC like watsup etc. India
MSME portal/ Online platform for Marketing of MSMEs product may be created. Virtual trade fairs/ exhibitions/webinars/online
training programmes (using YouTube etc.) can be organized.

Use of cloud computing, Technology tools like Block chain, Artificial Intelligence, Data analytics, Machine learning, 3D printing,
10T (Internet of Things), VR/AR ( Virtual Reality /Augmented Reality), Robotics. Smart phone based Geo tagging (based on
ISRO technology) of UAM registered MSMESs may be considered if feasible

\

E-literacy mission/ educating entrepreneur through online Platform/Portal where MSMEs can post/get upskill and reskill
manpower. Collaboration with national level technical & research institute like BARC, CSIR, NRDC etc for technology transfer
through common IT platform.

\

The Common Service Centre may be more and more popularized so that the Rural and Agro based MSME in the remote area are
benefitted. IT solution for logistics through CSCs.

\

Laptop, internet dongle and smart phones may be provided to all Gazetted Officer (Group A & Group B)

\

Subsidized (ERP software, Auto CAD, CAM, Other designing software, App making software/web hosting may be made available
to MSMEs

\

O/o DC (MSME) may kindly consider to implement various suggestions of UK Sinha Committee Report (Chapter 8) on Digital
Lending and Creation of the Digital Public Infrastructure for cash based lending to MSMEs

\
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MSME-Development Institutes -One stop solution for MSMEs

Product Identification

Site and Technology Selection

Project Report Preparation

Technical consultancy CONSULTING
Application filing in PMEGP, Standup India schemes

Liasoning Consultancy for registration of GST/Export promotion
Finance Assistance, Marketing Support, HR Management
Logistics, Tie up for Testing facilities

Vendor Registration Process

Marketing support

>
>
>
>
>
>
>
>
>
>
v

Practices adopted by developed country to develop MSME sector
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MSME Devél\bpment Act 2006

/

- The Government came with an exclusive legislation for micro, small and medium enterprises
known as the Micro, Small and Medium Enterprises Development Act, 2006.

Highlights of MSMED Act
Enterprise
Definition of MSME
Delayed Payment
Public Procurement Policy for Marketing Assistance
National Board for MSME
Rehabilitation of sick Enterprises

ENTERPRISE: An industrial undertaking or a business concern or any other establishment, by whatever

name called, engaged in the manufacture or production of goods, in any manner, pertaining to any industry
specified in the First Schedule to the Industries.

Revised MSME Classification: Composite Criteria: Investment and Annual Turnover

Classification Micro Small Medium

Manufacturing Investment < Rs. 1 cr. Investment< Rs. 10 cr.  Investment< Rs. 50 cr.
& and and and

Services Turnover < Rs.5 cr. Turnover < Rs.50 cr. Turnover < Rs.250 cr.

MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Continued..

ayed Payment to MSEs :

Liability of buyer to make payment: Where MSE supplies goods or renders services to any
buyer, the buyer shall make payment on or before the date agreed upon between him and the MSE
in writing OR 45 days from the day of acceptance

MSE Facilitation Council :

On receipt of a reference the MSEFC shall either itself conduct conciliation in the matter or seek
the assistance of any institution or centre providing for conducting conciliation

Where the conciliation initiated is not successful and stands terminated without any settlement
between the parties, the council shall either itself take up the dispute for arbitration and the
provisions of the Arbitration and Conciliation Act, 1996

Public Procurement Policy:

The central Govt. Ministries, Departments and PSUs shall procure minimum of 25% of their
annual value of goods or services from Micro and Small Enterprises.

out of 25% of annual target, a sub target of 25% shall be earmarked for procurement for MSEs
owned by the SC or ST entrepreneurs & 3% from women entrepreneurs.

National Board for MSME:
Examine the factors affecting the promotion and development of MSME and review the policies
and programmes of the Central Government and make recommendations.

Advise the Central Government on the use of the Funds
MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Facilities available at Testing Center & Technology Center

s \
PP rosT Room

Precision tooling and providing skilled manpower in the area of the tool and die making
Organise training programme for National & International participants.

R&D work on innovative product development

Manufacturing & supplying components to CPSUs / Heavy industries

serving as a nursery for developing entrepreneurial spirit and fostering the growth of SME
sector

Testing Center

Objective is to provide testing facilities and consultancy to MSMEs with a thrust on quality
improvement and to provide third party assurance

Difficult for individual MSEs to set up their own full-fledged laboratories
Extending its testing services to medium and large scale industries

Ministry is having a network of 4 MSME Testing Centres & 7 MSME Testing Stations across
the country

Technology Center (TC)

TCs are engineering units equipped with precision machine tools and allied equipment, to
designs and manufactures moulds, dies, jigs, fixtures, etc. and to produce high precision parts
and components, organize training programs and provide consultancy

Technology Centers are Autonomous Bodies under Societies Registration Act.

TC is a Common Facility Centre (CFC), Consisting of Tool Room, State of Art Testing Centre
and a Training Section with multi discipline
The existing 18 Technology Centers were set up between 1969 to 1999

MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Micro & Small Enterprises Cluster Development Programme
(MSE — CDP) component 1 — Common Facility Centers (CFCs)

About:- Creation of “tangible assets” like Common Production / Processing Centres, Design Centers,
Testing Facilities etc..

Gol Assistance:-
= Gol grant - 70% of the project cost.

» Gol grant — 90% of the project cost for NE and Hilly States, Island Territories, Aspirational
Districts / LWE affected Districts, clusters with more than 50% micro/village / women
owned /SC/ST units

» Project cost not exceeding Rs.20 cr.

SPV:-

» Should be a Section 8 Company (as per Companies Act 2013)
= Prior experience of positive collaboration among its members

» No single unit to hold more than 10% in the equity capital
Other Features:-
» Contribution of the cluster beneficiaries be at least 10% of Project cost

= OEMs, TCs etc. are eligible to contribute up to 49% of SPV contribution

» Contribution of SPV should be upfront and State Govt. on upfront / matching share basis

MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Micro & Small Enterprises Cluster Development Programme (MSE — CDP)
Component 2 — Infrastructure Development

Flatted Factory Complex (FFC) included under the component

About:-
Projects for creation of new / upgradation of existing infrastructural facilities in Industrial Estates /
Flatted Factory Complex.

Gol Assistance:-

Gol grant - 60% of the Project cost

Gol grant - 80% of the project cost for NE and Hilly States, Island Territories, Aspirational Districts / LWE
affected Districts, clusters with more than 50% micro/village / women owned /SC/ST units

Project cost not exceeding Rs.10 cr. for IE and Rs.15 Cr for FFC

Contribution by State / UT Govts.:-
* Land for the projects

* Meet the balance cost including escalation & excess of Rs.10.00 cr. / Rs.15.00 cr.

* Gol grant will be released on reimbursement basis or on matching share basis

Others:-

 Unutilized / partially utilized buildings and assets would be encouraged

* 10% variation allowed in component cost subject to overall project cost remain same

MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Major Rules & Regulation of various State Government
(Industries Department)

Acts & Policies:

1. Micro, Small and Medium Enterprises (MSME) Act 2006.

2. Industries Development and Regulations (IDR) amendment Act, 1984
3: Mumbai Tenancy and Agriculture Land (MTAL) Act, 1948 amendments 1994 and 2005.
4, North East Industrial and Investment Promotion Policy (NEIIPP), 2007
% Industrial Promotional Subsidy (IPS)

6. Maharashtra Industrial Policy

7 Incentive for Development of Integrated Industrial Area, 2018

8. Maharashtra Electrical Vehicle and related infrastructure policy.

9. Textile policy

10.  Industrial Park Policy

11.  Cloud Computing Policy

12, Aerospace and defence policy

13.  IT policy

14, Special Economic Zone Policy.

15.  Electronic Policy

16.  Single window policy.

17.  Package scheme of Incentive policy, 2019

18.  Fiscal concessions

19. Technical support for modernisation and excess RNT facilities

20. Human resources development

21.  Implementation of Prim Minister Rojgar Yojna and other self employment schemes.
22.  Sickness in SSI units

>3.  North East Industrial and Investment Promotion Policy (NEIIPP), 2007

24. Industries and investment policy of Manipur, 2013

25. Freight Subsidy scheme-2013

26. Tax holidays for Developed plots in industrial estates and infrastructure development

Spetember 2020 MSME-DI Nagpur, O/o the DC( MSME), Ministry of MSME
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Credit/ Banking Rules and Regulation Guidelines ="

L nd advances to MSMMavmg working capltal Ilmlts of up to
Rs. 5 crore from the banking system are to be provided working capital finance computed
on the basis of 20 percent of their projected annual turnover. The banks should adopt the
simplified procedure in respect of all MSME units (new as well as existing).

Loan system for delivery of bank credit:-
(@) In the case of borrowers enjoying working capital credit limits of Rs. 10 crore
and above from the banking system:-

The loan component should normally be 80 percent. Banks, however, have the
freedom to change the composition of working capital by increasing the cash credit
component beyond 20 percent or to increase the ‘Loan Component’ beyond 80 percent, as
the case may be, if they so desire. Banks are expected to appropriately price each of the
two components of working capital finance, taking into account the impact of such
decisions on their cash and liquidity management.

(b) In the case of borrowers enjoying working capital credit limit of less than Rs. 10
crore:-

Banks may persuade them to go in for the “‘Loan System’ by offering an
incentive in the form of lower rate of interest on the loan component, as compared to the
cash credit component. The actual percentage of ‘loan component’ in these cases may be
settled by the bank with its borrower clients.
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/g%@i&“/-Banks are mandated not to accept coltateral security in the case of Toans up to
s.10 lakh extended to units in the MSE sector. Banks are also advised to extend collateral-free
loans up to Rs. 10 lakh to all units financed under the Prime Minister Employment Generation
Programme (PMEGP) administered by KVIC.
Banks may, on the basis of good track record and financial position of the MSE units, increase
the limit to dispense with the collateral requirement for loans up to Rs.25 lakh (with the
approval of the appropriate authority).
Composite loan:-
A composite loan limit of Rs.1 crore can be sanctioned by banks to enable the MSE

entrepreneurs to avail of their working capital and term loan requirement through Single
Window.
Revised General Credit Card (GCC) Scheme:-

In order to enhance the coverage of GCC Scheme to ensure greater credit linkage for
all productive activities within the overall Priority Sector guidelines and to capture all credit
extended by banks to individuals for non-farm entrepreneurial activity.

Streamlining flow of credit to Micro and Small Enterprises (MSESs) for facilitating timely and

adequate credit flow during their ‘Life Cycle’:-

) To extend standby credit facility in case of term loans

i)  Additional working capital to meet with emergent needs of MSE units

i)  Mid-term review of the regular working capital limits, where banks are convinced that changes
in the demand pattern of MSE borrowers require increasing the existing credit limits of the
MSMEs, every year based on the actual sales of the previous year.

Iv) Timelines for Credit Decisions

Spetember 2020 MSME-DI Nagpur, O/o the DC( MSME), Ministry of MSME 16




Main Components of Trade Policy- Export

SCHEMES FOR EXPORT PROMOTION :

A) Merchandise Exports from India Scheme (MEIS)
B) Service Exports from India Scheme (SEIS)

»Duty credit scripts to be freely transferable and usable for payment of custom duty,
excise duty and service tax.

» All scripts issued under MEIS and SEIS and the goods imported against these scrips
would be fully transferable.

» Scripts issued under Exports from India Schemes can be used for the following:-

(i) Payment of customs duty for import of inputs / goods including capital goods.

(i) Payment of excise duty on domestic procurement of inputs or goods, including capital goods as per DoR
notification.

(ii1) Payment of service tax on procurement of services as per DoR notification.

(iv)Basic Customs Duty paid in cash or through debit under Duty Credit Scrip can be taken back as Duty

Drawback as per DoR Rules, if inputs so imported are used for exports.

Spetember 2020 MSME-DI Nagpur, O/o the DC( MSME), Ministry of MSME
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Duty Exemption

>Imports againstAdvance Authorizati be eligible for exemption from Transiti
jecific Safeguard Duty.

» In order to encourage manufacturing of capital goods in India, import under EPCG Authorization
Scheme shall not be eligible for exemption from payment of anti-dumping duty, safeguard duty and
transitional product specific safeguard duty.

Boost to "MAKE IN INDIA™

Reduced Export Obligation (EO) for domestic procurement under EPCG scheme:-

Specific Export Obligation under EPCG scheme, in case capital goods are procured from indigenous
Manufacturers, which is currently 90% of the normal export obligation (6 times at the duty saved
amount) has been reduced to 75%, in order to promote domestic capital goods manufacturing industry.

Trade Facilitation & Ease of Doing Business
»Online filing of documents/ applications and Paperless trade in 24x7 environment.
» Simplification of procedures/processes, digitization and e-governance

e-Commerce Exports
»Goods falling in the category of handloom products, books / periodicals, leather footwear, toys and
customized fashion garments, having FOB value up to Rs.25000 per consignment (finalized using e-
Commerce platform) shall be eligible for benefits under FTP. Such goods can be exported in manual
mode through  Foreign Post Offices at New Delhi, Mumbai and Chennai.

»Export of such goods under Courier Regulations shall be allowed manually on pilot basis through
Airports at Delhi, Mumbai and Chennai as per appropriate amendments in regulations to be made by
Department of Revenue. Department of Revenue shall fast track the implementation of EDI mode at
courier terminals.

Spetember 2020 MSME-DI Nagpur, O/o the DC( MSME), Ministry of MSME
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Major Schemes of M/o MSME

Micro Small enterprise Cluster Development Programme (MSE-CDP):- To Support
sustainability of MSMEs by addressing common issues Scheme works for cluster development
apFroaCh and provides the Financial assistance for setting up of Common facility Centre (CFC),
Infrastructure Development of industrial area, Creation of Marketing Hub/Exhibition Centre.

Business Incubation schemes :- To promote & support untapped creativity of individual, adoption
of latest technologies in manufacturing & knowledge based innovative MSMEs financial assistance
upto Rs. 15.0 Lakhs per idea and Seed capital upto Rs.20.0 Lakhs is provided. Financial assistance up
to Rs. 1.00 cr. For purchasing plant and machinery to HI/BI.

» LEAN MANUFACTURING COMPETITIVENESS SCHEME: -To enhance the manufacturin
competitiveness of MSMEs through the application of various Lean Manufacturin§ (LM) techniques
by Reducing waste & Increasing productivity. LM Consultants Charges @ Rs 36 Lakhs (maximum) per
Mini Cluster of 10 units max. & minimum 4 units for a period of 18 months or till completion
(GOI:Units::80:20)

» INTELECTUAL PROERTY RIGHT (IPR):- To encourage MSMEs for IPR tools, scheme provides
Financial assistance for obtaining Patent , Geographical Indications (GI) and trademark.

> Procurement & Marketing Support Scheme (PMS):- To promote new market access for MSMEs,
financial support in the form of reimbursement against stall charges and contingencies for
participation in domestic as well as international trade fair to showcase their products.

» Public Procurement Policy 2012:- The Policy mandates that 25% of procurement of annual
requirement of goods and services by all Central Ministries& Departments(204) / Public Sector
Undertakings(277) will be from the micro and small enterprises. Out of 25% - 4 % & 3% is to be
procured from SC/ST & Women Entrepreneurs.
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Challenges flowing out of this policy regime
/

» Need to enhance use of Information Technologies.
» Implementation period for schemes needs to be reduced

» Al/IOT/Automation based subsidy component may be
included in the schemes.

» Schemes Publicity components through digital mode
needs to be increased

» Virtual Trade Fairs may be permitted in PMS scheme.

MSME-DI Nagpur, O/o the DC( MSME), Ministry
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Conclusion
.

~— < MSME-DI's/DIC's to work as single window system for prospective and Existing
entrepreneurs as one solution

< Decentralization of power to DI's

<+ E-Platform to educate existing & prospective entrepreneurs

<+ Strengthening Public - Private — Partnership

<» Promotion of MSMEs in SEZs with MSE-CDP scheme to boost exports

<+ Revision of PMEGP eligible project cost as per revised definition of MSME up to
Rs. I Crinvestment in plant and machineries

<+ State level/District level awards may be planned for motivation to MSME sector

<+ Promotion of Energy Efficient Technologies and solar energy applications in
MSME sector with suitable schemes

<+ Development of rural enterprises with mobile training facilities

<+ ICT infrastructure in rural areas

< Effective implementation of Digital MSME scheme.
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Actionable Points

Development of Bharatkosh system for all DIs and Tool Rooms, on the lines of our

Testing Centers for online receipt of money by DIs and Tool Room. (Target Date: 31-07-
2020, Action by: ADC (PS)/ DDG)

Monitoring unit NIMU is acting as an additional layer in transfer of money which may
not be required. (Target date: 2S-07-2020,Action by: DDG)

Examination of the issue of delegation of powers to DIs under the schemes. (Target Date:
31-07-2020,Action by: ADC (SM)

For developing a common processing centre for agro industries, it is felt that a matrix of
component may be prepared for all the schemes of Ministry of Agriculture and MSME
for greater synergy and accordingly suggestions should- be submitted. Also make it

operational linking with MSME schemes. (Target Date: 31-07-2020,Action by: Director (DK
Katara)

MSME-DI Nagpur, O/o the DC( MSME), Ministry of
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Thank You
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